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Abstract

With the adoption and spreading of IFR8ntollership as part of the overall account-
ing and finance function in German-speakauogintries has beenlgect to fundamental
changes. From a conceptual point oédwj IFRS-based financial accounting systems
have a twofold impact on cawotlership, (1) by driving theise of integrated accounting
systems instead of the traditional daatounting model for decision-making and con-
trol purposes and (2) by extending the colférs’ roles towards becoming an informa-

tion provider to the fiancial accountants.

The objective of this study is to explorentmllership in German-speaking countries,
like Austria or Germany, under IFRS. So faerh is only little empirical evidence on
both changes as well as the influence on rodietship effectiveness. To analyze the
research questions, questionnaires were tee@b9 corporations in Austria that were
known for using IFRS. In a triadic research dasin addition to the controllers, gener-
al managers and financial accountants vgargeyed. 51 controllsranswered, 28 triad-

ic sets were available for the analyses.

From a descriptive point of view, most IFRSers have indeed adopted integrated ac-
counting systems, but only on a partial baBisgarding the contllers’ roles, we find
indications that controllers nonly aim at advancing theiole of internal business con-
sultant, but also that theyl@cate a considerable amounttbéir time to the new role of
information provider to the financial accounting department. Nevertheless, far from
being detrimental to the role of businessisultant, our dependency analysis shows that
an active use of IFRS has a significantlyipes impact on managml satisfaction va-

riables.
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Controllership under IFRS:

Some critical observations from a German-speaking country

"A final observation from our review the lack of integration between finan-
cial and managerial accounting resedrc|...] accounting researchers have
treated these fields as independent, ebeugh it is likely that these choices
do not stand alone. [...] Without greatmtegration of fnancial and manage-

rial accounting research, our undeastding of the choice and performance
implications of internal and externalccounting and control systems is far

from complete.”

(Ittner/Larcker 2001, 402)

Introduction

With the spreading use of IFRS (International Financial Reporting Standards) for finan-

cial disclosure purposess well as the increasing gldization of firms’ businesses,

controllership as a part of the overaltcounting and finance function in German-

speaking countries — mainly Austria andr@any — has been subject to fundamental

changes.

Even though the term “contreliship” — the collective exprsi®n for contrders’ activi-

ties — has its roots in thenglo-American business pramtis of the 19th century, con-

trollers’ roles and tasks in German-speakiogntries have a diffent scope compared

to their Anglo-American counterpartg/€ber/Schaffee006, 3-8). In this respect Ger-

man, as well as Austrian, controllershipswestablished after World War Il as a mana-

gerial support function embracing tasks tethto management accounting as well as

diverging into the fields of planningeporting and performance measureméme(na-

tional Group of Controlling2005, 53-55). Other tasks déikfinancial accounting, tax

accounting, treasury, internal auditing, adstrdation of human resources or computer

services, which are all part of the caflership in Anglo-American companieai{-

1

Due to the regulation of the European Parliament and of the Council of the European Union on the application of
international accounting standards (IAS regulation 1606/2002), as of 1 January 2005, publicly traded companies
must prepare their consolidated financial statementg@iogoto IFRS. Companies that only issue debt securities
admitted on a regulated market of any member statehose securities are admitted to public trading in a non-
member state and which, for that purpose, have bearg udernationally accepted standards (e.g. US-GAAP),
have to comply with the regulation as of 1 January 2007.
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thony/Govindarajar2004, 105Roehl/Anderson/Bragg004, 11-18), are not part of the

typical controller’s job descrin in Austria or Germany.

In the course of this development, twotitistive characteristics of controllership in

German-speaking countries have emerged:

e First, the controllers’ roles are twotblOn the one hand, they provide informa-
tion for managerial decision-making anohtrol — not so much from a technical
point of view, but rather from a condepl perspective —, and on the other hand
they act as management’s counterparingdas consultants or navigators by ap-
plying mainly accounting-based valuati and measurement techniques to the

decision-making and control problems at hand.

e Second, the main information system usgdcontrollers to fulfil both roles is
the managerial accounting system, whichGerman-speaking countries tradi-
tionally is not derived from the finant¢iaccounting database, but from a sepa-
rate cost accounting system whose actingrprocedures and reporting formats
(e.g. cost allocation procedures, maagircost accounting/cost-volume-profit
analysis, multi-level fix cost absorpti accounting) aim at modelling the firm’s
production function as well agpecific managerialatision-making and control

needs (dual accounting systems).

Since the mid-1990s both characteristicsengradually changed. Most evidently, the
use of separate financial and managenastounting systems imcreasingly chal-
lenged. Today, most listed companies in Aasti Germany that use IFRS as a finan-
cial reporting standdr have also adopted-salled integrated aocinting systems. This
implies that while still maintaining the traéidnal accounting proedures and reporting
formats these companies use the financiabaeting database for internal performance
measurement purposes. The main advantage dafitegrated accounting system results
in a unified financial “language’Bpland/Pondy1983, 228) allowing the transition e.g.
of operating income calculated as a profihtee result via marggerial accounting sys-
tems to EBIT (Earnings Before Interest anakes) accounted for in segments or legal

units in the financial accounting sggat (‘one version of the truth’).

The IFRS have become an important trigger for the adoption of integrated accounting
systems for two reasons. First, in contrastthe conservative German or Austrian
GAAP (Handelsgesetzbuch/HGB, Grundsatze ordnungsmalfiger Buchfihrung/GoB) the
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IFRS focus on providing decision support fovestors is thus conceptually based on
the economic model of neoclassical finanbeory. In consequence, IFRS are much
more suitable for internal decision-miagiand control purposes than German or Aus-
trian GAAP that in many cases distort relevarformation to restrict profit disburse-
ments [GC/WeilRenberge2006, 25-28).

Second, in contrast to German or Austrian GAAP, IFRS rely, for disclosure and valua-
tion purposes, heavily on information prded by the managerial accounting systems
which are maintained. This accounting prpieiis called ‘management approach’ with
reference to IAS 14/IFRS 8\(eil3enberger/Maie2006, 2077), but it can also be found

in many other standards, e.g. in IAS 11SIA6, IAS 36/IFRS 3 or IAS 38. Under the
management approach, controllers rely iotegrated accounting systems to provide
suitable internal information for financialperting purposes. This is not only due to the
immediate regulatory IFRS environment, lalgo to the communication with investors
under IFRS which is typically much more extensive than under Austrian or German
GAAP. Thus, the financial accountant needs additional management accounting infor-
mation that cannot be provided by the legdlased book-keeping structure of the fi-
nancial accounting system. This informatiorused in the investor relation process e.g.

to explain given financial accounting ratiosto provide well-bunded forecasts on fu-

ture earnings. IFRS therefore not only “picde a unique opportunity for a company to
reengineer the way it looks at itself through its internal management repoktiilgdi

2002, 23), but also push managerial accourftioign dual to integrated accounting sys-

tems.

In addition to propagating the use of gated accounting systems, the management
approach under IFRS has also had anarhmn the controllers’ roles in German-
speaking countries, influencing their tasthedules significantly. Whereas under Aus-
trian or German GAAP the controllers’ coamart in business were typically the line
managers, under IFRS controllers build extengrofessional relationships with finan-

cial accountants and everternal auditors.

Until today, empirical evidence on the changes in controllership in German-speaking
countries is scarce (ordd the few exceptions idones/Luthe2005). Our paper there-
fore aims at giving an explatory investigation of theecent developmés regarding
controllers roles’ and accoting systems based on empiricatearch in Austrian firms
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using IFRS. To give a comprehensive analg$ithe changes in controllership, we not
only addressed the controllers themselves,dis their counterparts in management
and financial accounting to gain information on the quality of cooperation and satisfac-
tion regarding the controllérasork, thus trying to deelop well-founded hypotheses on

the impact of IFRS on controllership effectiveness.

By choosing Austria as a regional sub-s@mpepresenting German-speaking countries

as well as the triadic research design, results in a rather small sample of firms, restrict-
ing on the one hand the generalization of ogults as well as the use of statistical me-
thods, but on the other hand allowing us tovate an in-depth analysis of controller-

ship in German-speaking countries. Thaads to several well-founded critical observa-

tions as input for future rearch projects in this field.

Our paper is organized as follows. Sectibgives an overview on the theoretical back-
ground of our study as well as on the existiteyature on controlieship under IFRS in
German-speaking countries. We start wickground on the increasing use of inte-
grated accounting systems, as this developnsea critical part of the changes in con-
trollership under IFRS and has not yet beemmarized in international literature. Sec-
tion 3 describes the research design and prewad@st descriptive analysis of the state-
of-the-art of controllershipinder IFRS. Section 4 analyses the effects of the impact of
controllership under IFRS on several dependemiables representing controllership
effectiveness. Section 5 concludes the paptr a short summary and an assessment of

future research prospects.

2 Theoretical background and literature

From the early 20 century until the mid-1990s, finin German-speaking countries
mainly relied, for controlling purposes, on a self-contained cost accounting database
which was provided independently frometfinancial accounting database (dual ac-
counting system). The underlying theoreticah@ept had originally been developed by
Eugen Schmalenbaqi919), who considered the fimgal accounting numbers to be
biased by underlying accounting principlegy.econservatism or liability, and there-

fore not suitable for managerial decision-maki@ristensen/WagenhofdQ97, 248;
Schildbachl997, 262f.).



According toSchmalenbacimanagement accounting information had to be based on
imputed costs and revenues which differ frima cash-derived expenses and revenues
used in financial accoumiy. Whereas revenues and exges defined by a typical
GAAP system measure the production of gooald services as well as resource con-
sumption strictly in a cash-based fashimmputed costs and revenues may differ in val-

ue from the underlying cash transaction, eegdoise they include opportunity costs like

cost of equity or managing owners’ labor spstr they are changed in value to optimize

the measurement for decision-making purposes, like depreciation based on replacement
costs or the standardization of risk costs. Even basic measures like revenue from sales
or wages and salary may differ in both acdmghdatabases, if 8y are measured on a
standardized basis for cost accounting puepo#\s overall profitability measurement

for internal purposes in dual accounting eyss is based on the cost accounting data-
base, the internally measured operatingpme sometimes differed heavily from the
EBIT shown in the financial statements. most cases, the databases under dual ac-
counting systems were techrlganot constructed to allow for transitions between the
cost-based operating income and the externally reported EBIT, leaving these differences

unaccounted for.

Dual Accounting System Integrated Accounting System
Operating Front-end Systems ‘ ’ Operating Front-end Systems
! ] '
Management Accounting Financial Accounting Accounting
Data Base Data Base Data Base
Data Warehouse Data Warehouse Data Warehouse
i i ! il
Planning Planning
’ Financial : Financial
Reporting Statements Reporting Statements
Performance Performance
Measurement Measurement

Figure 1: Dual vs. integrated accounting system

The dual structure of the accounting systemsthenl databases, rdsng in the separa-
tion of managerial and financial accounting,swaso mirrored in the firms’ organisa-
tional structure. Whereas in German-spegkcountries, the Chief Financial Officer

(CFO) — or rather CAO (Chlf Accounting Officer/’Finanzvorstand”) was typically
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responsible for the financial accounting gyss, controllership and therefore the man-
agement, accountants were usually assigtte the Chief Executive Officer's staff
(CEO, e.gErnst/Vater2006, 236).

Until the 1990s, the dual structure of firm’s accounting systems and their effects on con-
trollership effectiveness had virtually been unchallenged, in both German literature and
in business practice. Even so some awthmention isolated evidence of managerial
dissatisfaction with the informatigorovided by the accounting systenvg€ilenberger
1997, 51-57Homburg et al.1998, 14-17), and it has evenebeindicated that the dif-
ferent perspectives of the managerialthe. financial accounting system on the firm’'s
profitability and cash-flow situation had betre cause of some severe crises, e.g. of the
German multinational dine Lufthansa in 1991K(ley 2006, 157).

In 1994, the use of a duala@nting system was openly challenged by Siemens, a
German Top-Thirty multinational company. Referring to the need for a consistent ac-
counting language for internal as well aseemal communication pposes, they set up
their management accounting procedures erfittancial accounting d@base. In short,
Siemens argued that the advantages of ietgbabsts and revenues for managerial deci-
sion-making and control purposegre outweighed by the increased efficiency of inte-

grated accounting systems as financial languZgpgler 1994, 177-180).

In the following years, many German and Austrian firms followed the example set by
Siemens. In this context, not only have lkdetations on costs vs. hefits of integrated
accounting systems triggered this developmbat,also especiallyhe orientation to-
wards investors as primary stakeholderd #re growing adoptioof IFRS as a finan-
cial accounting standarddnes/Luthe2005, 182). Evidence exssthat even though the
integration of financial and manageriataanting typically had not been a strong moti-
vation for changing to IFRS, the average IF&®pter evaluates antegration of ac-
counting systems that has taken place dfterlFRS adoption as significantly positive
(Weilenberger et aR004, 180). Recent empirical studies in Germany as well as in
Austria indicate that most major companiand even many small and medium-sized
enterprises in these countries either usegirated accounting systserar intend to do so

in the next yearsHorvath/Arnaoutl997, 262Haring/Pranter2005, 149; Muller 2006,
Wagenhofer/Engelbrechtsmill@006, 21;Muller 2006, 127Jahnke/Wielenberg/Schu-
macher2007, 374).



This development has immediately triggeiad intense theoretical discussion in Ger-
man literature on th&chmalenbackpproach of dual accounting systems. Several au-
thors claim that managerial decision-makiand control purposes make a separate
management accounting database using impedsts and revenues indispensable (e.g.
Pfaff 1994 and 199%loock 1995;Schneiderl997). In recent years other papers have
argued in favour of integrated managerial accounting system&(gpger1995), often-
times with regard to the information conterf IFRS-based performance measures, even
though it can be shown from a theoreticatspective, that no accounting system can
provide equally suitable decision-support &k external as wells internal purposes
(Gjesdal1981, 208-210Wagenhofer/Ewer2007, 136-141).

A third body of papers disisses singular decision-makipgoblems and/or IFRS stan-
dards and the effectivenessinfegrated accounting systefnem agency perspectives.
They indicate, that in some cases in&gd accounting systems should prevail (e.g.
Wagenhoferl996; Dutta/Reichelsteirl999; Diedrich/Dierkes2003; Gaber 2005; Ar-
negger/Hofmanr2007), whereas in other cases pasate management accounting sys-
tem would be preferable for inteindecision-making and control (e.Beichelstein
1997, Pfaff 1998,Reichelsteir2000; Weil3enbergeP003). In our opinion, even though
the discussion up to now has been very falitfom an academic perspective, it does
not give any clear evidence of the impactfeRS on controllership and especially no
guidance towards the configuration of mgement accounting systems with regards to
controllership effectigness. First, firms cannot decida the implementation of inte-
grated accounting systems on a case-to-cass, lmmgihave to make a general decision.
Recent analyses of German GAAP and IFFRS8 the use of dual vs. integrated account-
ing systems support the assumption that tdtter will prevail in the coming years
(Jones/Luthef005;Simons/Weil3enberg@007).

Some authors finally argue that as the Angmerican business practice typically uses
integrated accounting systems this couldnfra Darwinistic poinof view, be inter-
preted as evidence against dual accounting systdaikel 1997,Heyd 2001,Hebeler
2003,Kahle 2003). To our mind, these authors do not take into account that the Anglo-
American literature on valuleased performance measuremsnalso a conversion of

the “accounting model” into the “economic modeBtéwart1999, 24) which leads to a
divergence of financial and internal profigsdditionally, in the Anglo-American litera-

ture a growing interest in Germanstaaccounting systems can be obsen@daf-
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man/Vikas2004; Fried! et al. 2005; Krumwiede2005), and it is notlear whether the
principal advantages of thesestaccounting systems, that consist mainly in an explicit
linkage to the firm’s production function, widontinue to exist under an IFRS-based
integrated accounting system. This notioalso supported by a Bsh paper on exter-
nal reporting and management decisioisafpens et all996), which gives evidence
that even though internakdision support systems in UKrfis are based on the finan-
cial accounting database, these data avdified for decision-making and control pur-

poses.

Nevertheless, these studies ot take the new role of the controller as information
provider to the financial accountanto account either. Whethéhis new role is benefi-

cial regarding controliship effectiveness is not cle@n the one hand, part of the con-
trollers’ resources is taken awfrpm the original task gbroviding managerial decision
support. On the other hand, the compliance demands of the financial accounting data-
base might also enhance the qualityge€ision support based on management account-
ing systems. This isdicated e.g. bysrieshop/Webe(2007, 313). They give empirical
evidence that a close formal relationshipwen financial accountant and controller,

e.g. inter-functional team-building, may haaepositive effect on controllership effec-

tiveness.

Our background analysis shows that even thaarhe aspects of theterrelations of
IFRS and controllership have already besluressed by theoretical and empirical re-
search, an in-depth analysis of the IFiRfpact on controllership in German-speaking
countries regarding the controllers’ rolése use of integrated accounting systems and
controllership effectiveness is yet missing. These questire addressed in the follow-

ing sections.

3 Controllership under IFRS: State-of-the-art in Austria

3.1 Research design and sample description

To achieve a clear view on the impact of IF&Scontrollership, welecided to adopt a
triadic research design, that is each firm we addressedcontroller, a financial ac-
countant and a general manager, i.e. anbe of upper management like the CEO,

managing director or division manager, to fill out a functionally customised question-
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naire. The triadic approach not only enables us to incorporate the managerial as well as
the financial accounting perspective into owdst It also makes aNwances for the fact

that — beside the controllers’ view — therception of both the companies’ financial
accountants and general managers is alsoggs®r a comprehemnsge analysis of con-
trollership under IFRS, regarding possible aesin the controllers’ roles as well as

the spreading use of intejed accounting systems.

To keep the sample size of such an elaleadasign manageable and at the same time to
eliminate any national institutional or regulatanfluence, we decided to restrict our-

selves to Austrian IFRS users as a subsample.

Our study was conducted in the periodween May and July 2006 among all 159
known Austrian IFRS users. botal 51 useable replies obntrollers (= main sample)
were obtained, which equals a return rat@2f. In 28 cases we received a triadic set
of completed questionnaires (= triadic sample), which equals a triadic return rate of
55%.

The main sample predominantly consists of medium-sized companies in respect to sales

volume, total assets and number of evgpks, as can be seen in Table 1.

Lower ) Upper Quar-
_ Median _
Quatrtile tile
Sales(Million EUR) 281 578 1,685
Total Assets(Million EUR) 186 496 1,262
Number of Employees 580 1,563 4,860

Table 1: Measures of company size

Furthermore, the main sample mainly includes holding companies (44%), followed by
intermediate holding compasi€29%) and subsidiaries/joint ventures (27%). The (in-
termediate) holdings can be categorisegagnt companies (47%), management hold-
ing companies (38%) and financial holdingrgmanies (3%). 12% dhe (intermediate)
holding companies indicated that nonetloé three above-named organisational struc-

tures applied.

The predominant industries represented il ithain sample are retail (12%), chemi-
cals/healthcare (10%) and logistics (8%); tiedic sample has a comparable structure.
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The divergence of industries makes, oe tine hand, any industry-specific analysis
impossible due to the small number ofpmsdents, but allows, on the other hand, for a

certain generalizain of our results.

3.2 Interrelation of IFRS and controllership

As stated above, the IFRS have a doubleathpn controllership. Firstly, internal plan-
ning and reporting data generated by thetrdling systems are ad for IFRS purpos-
es, e.g. segment reporting or impairmentsteSecondly, instead of a separate manage-
ment accounting database, the IFRS databasealso be used for controllership pur-
poses constituting an integrated accountsygtem. Particularly, with regard to the
growing relevance of IFRS to companieghm the European Union, the interrelation
of IFRS and controllership l&ely to become stronger.

These theory-driven considerations are in line with our empirical findings. Both the
relevance of the IFRS to controllers’ tasks and the relevance of controllers’ tasks to
IFRS-based financial accounting are expediedncrease in the next 3-5 years, as

shown in Figure 2.

Relevance of IFRS Relevance of controllership
for controllership to IFRS-based financial accounting
36| today |37
4.4 | in the next | 4.4
3-5 years

6 5 4 3 2 1 1 2 3 4 5 6
high low low high

Figure 2: Interrelation of IFRS and controllership

As a consequence, controllers are alsoeasingly in need of IFRS know-how. Appar-
ently, the extent to which IFRS know-how is required depends on the position of the
controllers’ department area within the canp hierarchy: The higher the hierarchical
position of a controllers’ department, the more IFRS know-howbeilfequired in the
future (Figure 3). Moreover, it can be statkdt in all controllers’ departments the need
for IFRS know-how is currentlgiot sufficiently covered. Thusgurther training seems to

be a future challerggfor controllers.
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Hierarchy level of the
controllers' department
c 4.2
orporate
P 4.7
Segment/ 3.4
Business Unit 4.1
27 I Current Level of Controllers' IFRS know-how
Operational
s 3.0 O Required IFRS know-how for controllers
T T T
1 2 3 4 5 6
low high

Figure 3: Current level andequired IFRS know-how

3.3 Integration of accounting systems

An integration of accounting systems has sdofzen conducted by the vast majority of
the main sample respondents (see FigureMile 76% have already completed the
integration of accounting systems, anothé%o are currently working on the implemen-

tation or are at least planning it.

Did your company implement an integrated accounting
system in the course of the conversion to IFRS?

No, an integrated accounting system

0,
had already been implemented before 50%

Yes 20% Integration
completed

No, but afterwards an integrated 6% 76%

accounting system was implemented 0

No, but we are currently implementing )
an integrated accounting system :| 8% _Integratlon
in progress

No, but we are currently planning 14%
the implementation of an integrated 6%
accounting system

No, we still have a dual accounting No_integration
system. We are not considering an 10% intended
integration of accounting systems 10%

Figure 4: Implementation of an integrated accounting system

The extent to which the integration afcounting systems is conducted by the compa-
nies highlights an essential issue. Fronoaceptual point of view, the so-called partial
or limitated integration is the most recommendable alternat@€/WeilRenberger
2006, 53-57). Such a patrtial igration indicates that aalignment of an external,
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IFRS-based EBIT and the internal operatingfipris restricted to upper hierarchy le-
vels, i.e. at least the corporate level anghsent level. In some cases also the business
unit level and profit center level are included into the integration process. Additionally,
a full congruence between IFRS-based EBHhO operating profit or loss is not neces-
sary under a partial integration, i.e. single reconciliation itemaareptable in order to
eliminate the impact of certain IFRS thate not suitable for managerial decision-
making and control purposes. An example widug the use of an internal EBITDA (i.e.
EBIT before amortization and depreciati@y a profitability measure that can, never-
theless, be easily reconciled with the diseldfinancial results. On an operational level,
for decision-making and control imputed cbgtes may still beised even under a par-
tially integrated accounting system, but — in contrast to the dual accounting system —
they are not aggregated for control purpases divisional or group-wide level or sub-
ject to a comparative analysis with regatdsrofitability measugs derived from the

financial accounting database.

These characteristics indicadeso-called efficient integiian path of accounting sys-
tems, as shown in Figure 5. Here, the number of reconciliation items or adjustments
respectively — as a reverse proxy for the eixtd integration — decreases at upper hie-
rarchy levels.

Extent of
Integration o

Full Integration of . o
. Inefficient K
Accounting Systems patterns of o

integration

Integration of Accounting
Systems including
Reconciliation ltems

Inefficient
034 patterns of
integration

Dual Accounting
System

Hierarchy
Products/ Profit Centers/ Segments/ Corporate Level
Processes Cost Centers Divisions Headquarters

Figure 5: Efficient pathof accounting systems
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An interesting result of ourwly is that patterns of a paitintegration can indeed be
identified among the sample companies.ilVlon upper hierarchy levels planning is
conducted on an IFRS-base, on lower h@rgarlevels it is predominantly based on a

self-contained management acctog database (see Figure 6).

Corporate
Level

Segment
Level |

57%
24%
20%

47%

Business Unit
Level

Profit planning based
on an integrated
accounting system?

Profit Center

Level 220

31%

EYes
O No

O Planning level does
not exist

33%
Product 45%

Level 22%

Figure 6: Profit planning and efficient integration path

3.4 Impact of IFRS on the role of controllers

As pointed out in section lpnotrollers in Austria or Germany maintain two traditional
roles, i.e. providing accountingformation to the management as well as supporting
managerial decision-making and control aenmal consultants. Under IFRS, a third
role is identified from a careptual point of view, i.e. ghcontrollers also become in-
formation providers for financial accountants, thus also taking a co-responsibility for

the firm'’s financial statements.

As our research shows, thentrollers of the sample companies confirm the existence of
all three roles, as can be seen in Figur€ufrently they spend 17% of their workload —
or eight hours per week, assuming thaeacof controlling works approx. 50 hours per

week — providing financial accountamtgth IFRS-relevant information.
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Allocation of controllers‘ workload to different roles

Internal consultant to 38 %
management 52%
Provider of methods and 45 %
systems 32 0
Information provider for 17% [@ Current situation
financial accounting 16 % [ Desirable situation

Controllers approx. work 8 hours per week as information
providers for financial accounting.

Figure 7: Relevance of controllers' roles

Moreover, the controllers are mainly invotiavith the provision of methods and sys-
tems that have to be implemented to gateethe necessary managerial accounting in-
formation (45%). Tasks in these fields camep e.g. data collection, data checking or
manual consolidations, calculations and performance measurements which are not sup-
ported by the existing accounting informationhiealogies. In this regard there is a dis-
crepancy between the status quo and theretesole allocation from the controllers’

point of view. In future, controllers will prefer to focus on their role as internal consul-
tants to management (52%) — to the disachgatof their rle as providers of methods

and systems (32%).

This finding reflects the ongoing trertdwards “lean business partneringVéil3en-
berger 2007, 44f.) regarding controllership. %ar, controllers havespent their time
predominantly on the purpose of data genena#ind preparation. Amtegration of ac-
counting systems accompanied by strongerraation and standardization of processes
enables controllers to focus on their roleirgernal consultants to management. Thus,
an active use of IFRS within controlling facilitates the establishment of a common fi-
nancial language, which improves the coamigation between controllers and manag-

ers.

Due to the additional role of controllers e$ormation providers for IFRS-based ac-
counting, controllers consequently should bear responsibility for financial accounting
and disclosure to a certain extent. As carséen in Figure 8, controllers of the triad
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sample generally consider themselves co-responsible in this regard (4.4) and indicate
that they also take on this joint respoiigibactively (4.2). The financial accountants

do not deny the controllers’ point of vieNevertheless, in both cases they only agree
reluctantly (3.9 and 3.6 respectively).

Are controllers generally co-responsible for IFRS-based financial accounting?
Do controllers also actively take on this joint responsibility?

Controllers are generally 4.4
co-responsible for IFRS-based
financial accounting 3.9

. Controllers

Controllers actively take on the 4.2 D Financial Accountants
joint responsibility for IFRS-based
financial accounting 3.6

T T T T 1
1 2 3 4 5 6

applies by no means fully applies

Figure 8: Co-responsibility of controlte for IFRS-based financial accounting

Another difference in perception betweesntrollers and financial accountants can be
stated regarding the adoption of controllingadi@r the preparation of impairment tests.
Although both controllers and financial accounsaindicate that contbing data actual-

ly is used in this context, they do notreg on the extent to which the data can be
adopted (see Figure 9). Mosttbe controllers (47%) assurtigat planning data can be
adopted as it stands, whereas financial accatsitadicate that the data has to be mod-

ified (41%) or even thatelf-contained data has to be generated (27%)).

Do you adopt planning data generated by controllers for the preparation o f impairment tests?

Yes, data can be 47%
adopted as it stands 32%

Yes, but data has 34%

to be modified 41%
No, self-contained data 19% . Controllers
has to b ted
as to be generate j 21% D Financial Accountants

Figure 9: Adoption of planning data for impairment tests
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This result indicates thatehe is still room foimprovements in the cooperation of both
controllers and financial accountants, not only with respect to efficiency gains within
the finance functions, but alsegarding the nessary compliance witiFRS regulation

as IAS 36.33a states clearly thHat purposes of an impairmetest “cash flow projec-
tions [shall be based] on reasonabhel dupportable assumgitis that represemhan-
agement’s best estimaté the range of economic conditis that will exist over the re-
maining useful life of the asset”. This requires that cash flow projechave to be in

line with the corporate planning data whiohGerman-speaking countries are generally
provided by controllers.

4 Controllership effectiveness under IFRS: Some empirical
findings

In the preceding sections the focus wagt@nimpact of IFRS on controllers’ tasks and
roles. The following sections will deal withe controllership effectiveness under IFRS.
Therefore, the analyses focus on the intecnagtomers of controllers: Financial accoun-
tants and managers. First, some descrigmgirical findings oncerning controllership
effectiveness will be presented. Second, theedsiof controllership effectiveness under
IFRS will be analysed, precedbyg a section introducing tleeneral research design for

these dependency analyses.

4.1 Descriptive empirical findings concerning controllership

effectiveness under IFRS

Due to the fact that controllers increasingly tend to act as internal consultants to man-
agement (see Section 3.3), the controllersffipctiveness — interpreted as management
satisfaction with the decision-making anchttol support provided bgontrollers — is

an important issue.

In the context of the dissenaition of integrated accountirsystems especially the satis-
faction of management with the monthlyoeting system reports provided by control-
lers deserves closattention. As Figure 10 shows, neatlyo-thirds ofthe controllers
(61.9%) indicate that thayeed less time for the comptati of monthly reports now that
accounting systems have been integrated, lwpaints to an increase in reporting effi-

ciency.
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Change of characteristics of monthly reports in the
context of an integration of accounting systems

Time needed for completion

decreased 61.9%
increased | 0.0%

no change 38.1%

Need for explanation
0,
decreased 28.0%
27.6%
. 0,
increased 20.0%
34.5%
0,
no change — 52.0%
37.9%

Explanatory power

decreased

increased 57.7%

0,
no change 38.5%
25.0%

Figure 10: Change of monthhgporting in the context aftegrated accounting sys-

75.0%

. Controllers
D General Managers

tems

The assessment of the need for explanationafthly reports turns ¢uwo be divergent,

but overall general managerstbe triad sample tend to indicate an increased need for
explanation. Although this resicould be interpreted in @egative way, we rather tend

to another interpretation. To our mind, tinereased need for explanation of monthly
reports under an integrated accounting systeweals that general managers make an
increased effort to deal with the infornaati provided by controllers. This is also sup-
ported by a third result regarditige monthly reports, as thestamajority of controllers
(57.7%) and general manager$.0%) consistently indicatbat the explanatory power

of monthly reports has ineased since accounting systems have been integrated.

Managerial satisfaction with the support from controllers is also reflected in the overall
assessment of the quality of collaboration.FAgure 11 shows, general mangers as well

as controllers are content with the currentagion regarding theimutual collaboration.
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How would you rate the quality of collaboration of controllers and
general managers?

5.2 . Controllers
5.2 D General Managers
1 2 3 4 5 6
bad good

Figure 11: Quality of collaboration of controllers and general managers

Apparently, this assessment is to a certaigrele also linked to the integration of ac-
counting systems. 24.1% of the controllerd amen 46.9% of the general mangers indi-
cate that the mutual collaboration has ioyad since the integtiah of accounting sys-
tems (see Figure 12).

How has the collaboration of controllers and general managers developed
since the integration of accounting systems?

. Controllers

Collaboration has deteriorated
D General Managers

) ) 24.1%
Collaboration has improved
46.9%

0/
Collaboration has not changed 75.9%

J

50.0%

Figure 12: Development of collaboratiaf controllers and general managers

Controllers aim at supporting managerigcion-making and controTherefore, to
assess controllership effectiveness it is ingoarto know whether managers perceive
the impact of controllership — represagtithe bundle of controllers’ tasks — on their
activities as being high or low. In additi, the question is whether managers’ percep-
tion of the impact is consistent withetttontrollers’ self-p@eption. Figure 13 shows
not only that managers consider controllerdhave a relativehhigh impact, but also

that this is in line with the controllers’ self-perception.
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How would you rate the impact of controllership on management?

4.8 B controllers

4.8 [ ] General Managers
1 2 3 4 5 6
low high

Figure 13: Impact of conbllership on management

From a conceptual point of view, the igtation of accounting systems under IFRS is
an opportunity for controllers to increaieeir impact on managers. Under a unified
financial language the potential for casfon and even wrong management decisions

caused by divergent financial and cost actiogrprofitability measures is reduced.

This notion is basically supported by thepncal results. Whereas 53.3% of the man-
agers said the integration did not affea thmpact, 43.3% mentioned an increase in the
impact. Only 3.3% indicated a decreased imggamjure 14). Yet, the controllers’ per-
ception is partially different. Compardd the managers’ answers only 34.6% of the
controllers saw an increase in their impactl almost two third (65.4%) considered the
impact to be unchanged. The findings raise question whether controllers possibly
underestimate the opportunities of the gnégion of accounting systems under IFRS.

How has the impact of controllership on management developed since
the integration of accounting systems?

0.0% . Controllers

Impact has decreased :l 3.3% [] ceneral Managers

) 34.6%
Impact has increasd
43.3%

65.4%
Impact has not changed
53.3%

J

Figure 14: Development of impaat controllership on management

As pointed out in section 2, ithe context of IFRS finandiaccountants become ‘inter-
nal customers’ of controllers. Like the mgees, the financial accountants appear to be
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generally satisfied with theupport provided by controllerslowever, the controllers’
self-perception of thesupport of financial accountantssisghtly (yet not significantly)

higher. Figure 15eows the results.

How would you rate the satisfaction of financial accountants
with the support from controllers?

4.8 . Controllers
Financial
4.7 I:l accountants
1 2 3 4 5 6
bad good

Figure 15: Satisfaction of financiacaountants with support from controllers

The results indicate that controllers have ngaalto take on the challenges imposed by
the adoption of IFRS and sentheir internal customers financial accountants and
managers — well. Perhapsetheven underrate the opportunities given by the integration

of accounting systems under IFRS.

4.2 General research design for drivers of controllership effec-

tiveness under IFRS

This section analyses the impact of the oalgrs’ work under IFRS. As mentioned in
section 4.3 controllers’ roles chie categorized as followkternational Group of Con-
trolling 2005, 53): Controllers are internal cahants to management and therefore
contribute to the achievement of the firnpsofitability and shareholder value goals,
controllers provide methods and systems #rat required for # generation of the —
mainly accounting — information needed for internal consulting purposes, and — on ac-
count of the adoption of IFRS — controigorovide information required by all people

in charge of the preparation, audit, andnaaunication of the IFRS-based financial ac-
counting data.

The main focus of controllers and what tteém at is primarily a consulting function for
(general) managerdierchant/Van der Sted2003, 493Sathel982);the data presented
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in Figure 8 underline that notion. Neverthe|ebe impact of controllership on the suc-
cess of an organization iggposedly not a direct one, th®re are many other variables
influencing and explaining itBauer2002, 137-140Chong1996). In addition, the sam-
ple size of this study does naltow advanced statistical netds to analyze this direct

relationship, e.g., the confirmatonyaximum likelihood factor analysis.

Therefore, for measuring the success of rdlership under IFRS the controllers’ (in-
ternal) customers are examined, i.e. the manwith regard to the controllers’ consult-
ing role and the financial accountant to whoamtrollers have to provide internal data,

e.g. cash flows or segment results,IffRRS-based financial disclosure.

Based upon the triad research dasit is possible to analgzthe impact of controller-
ship under IFRS on the internal customers — general managers and financial accoun-

tants. Figure 16 gives an overviewtbé research model and the variables.

/" Independent variables 7/ Dependent variables
(variable groups)
(" ™\

Relevance of IFRS for

controllership
. J

( . . X )
Satisfaction of financial
accountants with support
from controllers

\_ challenges under IFRS ) Need for explanation of

: \ J
P — | :
Relevance of controllership DL .
for IFRS-based financial [ ~ :
L accounting ) : . Explanatory power of !
p b monthly reports :
Controllers' AN J
preparedness for e N

monthly reports

Time spent on
different controllers' roles

~ S E s ; - N

~ N ' Quality of collaboration :
; Controllers® ! of controllers and ;
: knowledge of IFRS : : N managers J -
: ~ / ! : :
: - 2 : ! f A :
: Need for controllers ; : Impact of controllership

knowledge of IFRS | on management
\. Y, s S - J

Figure 16: General research design for aymhg controllershigeffectiveness under
IFRS

As independent variable grouthge following factors are usethe relevance of control-
lership for IFRS-based financial accountitige relevance of controllership for IFRS-
based financial accounting, controllers’ pmegdness for challeeg under IFRS, the

time spent on different controllers’ roless(mentioned above), the controllers’ know-
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ledge of IFRS, and the need for controlldmsbwledge of IFRS. Tése variable groups

consist of several variables which are lisiedhe appendix. Descriptive survey results
on these variables and varialgeoups were presented section 4. The independent
variable groups chosen refer to the sebtithe controllership, e.g., time spent on dif-

ferent roles, and perceptions concerning Keodge and relevance of certain aspects.

A first dependent variable the satisfaction with the support of the controllers as per-
ceived by the financial accowamts. They have to set dipe financial accounting data
and statements required by IFRS and partiadlye to receive data supplied by the con-
trollers. Other dependent variables are nganaent-related and consist in the percep-
tions of general managers concerning éxplanatory power of monthly reports, the
need of explanation for these reports, thality of collaboratin of controllers and
managers, and the impact of controllershiipmanagement. Theseriables indicate the
effectiveness of controllership. Herebygeneral relationship among these dependent
(success) variables is assumed: The highes#tisfaction of the financial accountants
with the support by the controllers, the highige explanatory power and the lower the
need for explanation of these reports; thghbi/lower the latter variables, the higher the
quality of collaboration of @ntrollers and managers as perceived by the manager; and
the higher the perceived quality of the coopiera the higher the impact of controller-
ship on management again as perceivedhbymanagers. Whereas the dependent va-
riables are the perceptions of the contrellen these variables, for the dependent va-
riables the perceptioraf the controllers’ internal cusiners - financial accountants and

managers - are used.

Due to the sample size of this study and being of the first empirical studies in this

area of research (see the literature review in section 2) the research approach is not a
confirmatory one, but rather an explorgtane. The objective of analysing the va-
riables is to expla dependencies and derive condusiand first hypotheses for fur-

ther research. Therefore, stepwise bivariggression analysis was applied to identify

statistically significant relationships beden independent and dependent variables.
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4.3 Empirical findings concerni ng drivers of controllership ef-

fectiveness under IFRS

All independent variables mentioned in thexgel research design are analysed in sin-
gle, independent regression analyses withrcegia their impact orthe individual de-
pendent variables. The empirical findings are shown and discussed in the following sec-
tions. Detailed statistical daten the analyses are presented in the appendix. A six-point

Likert Scale was used for all variables.

4.3.1 Relationships between indepe ndent variable groups and satis-

faction of financial accountants  with support from controllers

On the scale used (1 very lew6 very high) the financial aoantants rate their satisfac-
tion with the support by the controllers on average 4.69 (i.e. the mean, standard devia-
tion is 0.963). In general, financial accountasgsem to be satisfied with the support. In

the following section the possible drigeuf that satisfaction are analysed.

The results of the regression analysesws a significant impact of the variabRelev-

ance of controllership forHRS reporting — (a) today and (b) in three to five yesss
perceived by the controllers on the satisfaction of the financial accountants with the
support from the controllers (level ofgsificance 0.061 (a) and.095 (b) respectively,
standard coefficients 0.334 (a) and 0.295 (Bpr—more details statistical data on the
regression analyses see the appendix). Theamde of IFRS for controllers is twofold:

The IFRS database facilitates an integraif accounting system (at least for reporting

at the corporate and segment/business uwl)lend controllers have to supply infor-
mation to financial accountants for theindincial disclosure pposes, e.g., for segment
reporting (IAS 14), impairment of assets (IAS 86 intangible asss (IAS 38). If con-
trollers recognize the relevem of IFRS in these two dimensions — which cannot be tak-
en for granted in the context of a (formerly) dual accounting system — the support for
financial accountants should be given. Tdrapirical findings support these theory-

driven considerations.

Furthermore, it can be assumed that the higerelevance of IFRS for controllers and
of controllership for IFRS-basl financial accounting, the bettcontrollers are prepared
for the challenges due to IFRS, thus the nione they spend on the role as an informa-

tion provider to financial accountants, aneérdfore the better the controllers’ know-
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ledge of IFRS, meaning the higher the Hatition of financial accountants with the
support by the controllers. In addition to that positive relationship, the need for control-
lers’ knowledge of IFRS should have a negaimpact on the safiaction of the finan-

cial accountants.

However for all these independerariables the data of th&gudy do not show a statisti-

cally significant relatbnship with the satiattion of financial acmuntants with the sup-

port of the controllersAccording to the findings, the gotitative input of controllers

(as measured by the relative time spent on the roles) does not affect the satisfaction of
the financial accountants with the support. fa interpretation of this result it has to

be noted that there is no significant difference between the time allocated to the role
currently and the desired time to be allodads perceived by thewtroller. Additional-

ly, there is no significant difference betweea perception of the controllers and that of

the financial accountants with regard to tinee spent by controllers on that role. There-
fore, based upon the findings of this study additionally allocating more time on support-
ing financial accountants doast increase the saféstion of financal accountants. The
empirical findings indicate that only the reémce of IFRS for controllership, as per-
ceived by the controllers, has a positive impact on the satisfaction of financial accoun-
tants.

4.3.2 Relationships between inde pendent variable groups and ex-

planatory power of monthly reports

In the context of integrated accounting®ms the monthly reports and managers’ sa-
tisfaction with these reports are important. One aspect is the perceived explanatory
power of the monthly report as perceivedthg manager. Nevertheless, similarly to the
analysis of section 4.3.1, only few dependeriables show a significant impact on the

explanatory power.

First, the better controllers perceive thelmsg as being prepared for the challenges
under IFRS, the higher the explanatory poakthe monthly reports (standard coeffi-
cient 0.451, level of significare 0.014, r square adjusted B4L According to our find-
ings, controllers also can increase théfieaiveness as perceived by the managers; tak-
ing on the challenges under IFRS and prewpthemselves for IFRS contributes to
good reports (and possibly good comments on filmafigures) which is appreciated by
the managers.
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Second and closely related to the findimgsntioned, the controllers’ IFRS knowledge
contributes to the explanatoppwer of monthly reports as WeYet, this is only statis-
tically significant for the knovedge of controllers at the segment and business unit lev-
el (standard coefficient 0.391, level ofjsificance 0.072, r square adjusted 0.153), not
for the corporate or production/cost centefele Integrated financial accounting is not
of high importance at the production/cost teerlevel as shown in section 3 (figure 5
and 6) on the efficient integration path.eféfore, IFRS-knowledge is not required at
that level. At the segment and business unit level there often is an integrated profit and
loss statement. Hence, controllers shdudwe good knowledge of IFRS for preparing
and commenting on the monthly reports. Tmpirical findings gpport this. On the
corporate level the IFRS-knovdge of controllers does nbave a significant impact on
the explanatory power. This empirical findirggnot expected as on the corporate level
the accounting system usually is integrateed upon IFRS (see ttiescriptive results

in Section 3).

Consequently, managers need informatonthat. As both financial accountants and
controllers can serve as cant persons for the managensd supplier of the monthly
reports, a possible explanation could be fivencial accountants rather than the con-
trollers take on that task and role. Additibpaon a corporate level especially of capi-
tal-market oriented firms managers mayno¢ so much be focused on a disaggregated
control perspective, but rather on the a&ggte perspective taken on in the financial
statements. This notion issal supported by a study Weber et al(2006, 48) indicat-
ing that on a corporate level financial accaumts are perceived as important ‘competi-

tors’ regarding management attention.

4.3.3 Relationships between indepe ndent variable groups and need

for explanation of monthly reports

The descriptive empirical results on theed for the explanation of monthly reports
showed an inconsistent pattern: whereas 24b#e managers said the need for expla-
nation had decreased in the context ofirdegration of accounting systems, another
34.5% of the managers saw an increasethAse results can be interpreted both nega-
tively and positively as already explained, foethcoming results have to be viewed

cautiously.
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There is a statistically significant positivelationship between the relevance of IFRS
for controllership (as perceideby the controllers (a) for togaand (b) in three to five
years) and the need for expddion of monthly reports (farelevance today and in three

to five years: standard coefficient 0.422 éad 0.581 (b), level afignificance 0.018 (a)

and 0.01 (b), r square adjusted 0.178 (a)@B87(b)). Hence, theoatrollers’ rating of

the relevance of IFRS seems to facilitate tieed for explanation (to be considered po-
sitively as the managers increasingly warih, and on, the monthly reports. In addi-
tion, the future relevance of controllenshior IFRS-based financial accounting also
positively relates to the need for explanation (standard coefficient 0.305, level of signi-
ficance 0.095, r square adjust@®93). Yet, the controllergerception of the current
relevance and the other indepent variables do not shaany significant relationship
with the need for explanation of the miolyt reports. These mixed empirical findings
are supplemented by the variaflene spent on the different controllers’ rglespe-
cially the role of the internal consultant.eltiesired time spent on the role of an internal
consultant shows a negative tedaship with the need fagxplanation (standard coeffi-
cient -0.319, level of significance 0.08, r square adjusted 0.102). The current time spent
on that role does not show a significanpant. The interpretation depends on the as-
sessment of an increased or decreased foeaxkplanation which might be considered

to be positive or negative. As this is nospible based upon the variable as used in this
study, a final interpretation camot be made (as opposed to the preceding dependent
variable: explanatory power ofonthly reports). For futureesearch these two aspects

of the need for explanatidrave to be differentiated.

4.3.4 Relationships between indepe ndent variable groups and the

guality of collaboration of  controllers and managers

As for the quality of collaboration of contlers and managers as perceived by the man-
agers, especially the role of the controlleaadnternal consultant, should show a posi-
tive relationship. Yet, except for one independeartable all variales do not show any
significant impact on the qualityf cooperation: neither thelevance of IFRS for con-
trollership, the relevance of controllerstigr IFRS-based financial accounting, control-
lers’ preparedness for challenges under IFR8 time spent on different controllers’

roles (see the forthcoming exception to belaxed), the need facontrollers’ know-
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ledge of IFRS, nor the contlers’ knowledge of IFRS hava significant relationship

with the quality of the collaboratn of controllers and managers.

Especially for the role of an internal cortamit, this empirical fiding is surprising. The

time the controllers spend on that specifile f@nd according to their answers they de-
sire to expand that role) does not seem to positively affect the perceived quality of the
cooperation. Yet, one role does show a sigant impact: the role of providing infor-
mation required for the IFRS-based finanaeatounting (as desired for the future: stan-
dard coefficient 0.333, level of significance BQ® square adjusted 0.111; there is no

statistically significant impact of thi®le on the current situation).

Based upon that finding, theleoof an information provier for IFRS-based financial
accounting can contribute tmproving the quality of collaoration of controllers and
managers. Consequently, controllers can conglur role to be an indirect lever for
improving the quality of their work to suppgananagers. The required data provided by
controllers might contribute to avoiding raplexity and confusion concerning these
aspects and increase the quality, though finalgpared by the financial accountant, so
that IFRS-based integrated reporting alsghhibe interpreted a& means of ‘quality
control’ for accounting information providefr decision-making and control. As a
consequence, under IFRS controllers should(ooly) view financial accountants as a
competitor for managers’ attentioBdgvid 2005, 28), but (also) am indirect lever for

improving the collaboration betweémemselves and the managers.

Further analysis supports the indirect lever concerning IFRS-financial accounting for
successful controllership. The explanatory powf the monthly ngorts has a signifi-

cant positive impact on the dita of cooperation betweemanagers and controllers
(standard coefficient 0.35@evel of significance 0.053, square adjusted 0.096). As
shown, the explanatory power itself is pogtwinfluenced by how well controllers are
prepared for the challenges under IFRS. &fme, (pro-)activelydealing with IFRS-
related issues does not only help finana@tountants to meet their legal requirements,
but additionally contributes toontrollership &ectiveness.
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4.3.5 Relationships between indepe ndent variable groups and the

impact of controllership on management

In general, controllers ultimately support managers. Therefsgampact of controller-
ship on management, as perceived by the gemsahemselves, is an indicator for suc-
cessful controllership. As with the preasgl dependency analyses only few indepen-
dent variables showed significant relationshipkis has to be viewed considering the
following aspects: This impact of contrakdip on management is affected by other
non IFRS-related aspects of the controllership as well, as debonilbee introductory
remarks of this section. laddition, it has to be notedahthe independent variables
supposedly do not directly affethis dependent variable, totather have in indirect
effect via the other dependent variables. Therefore, magtand only few significant
relationships should be expectied the relationships analyséa this setion. In gener-

al, the findings are in line with that notion.

Only the variable indicating howell controllers perceive thesalves to be prepared for

the challenges under IFRS shows a positiatissical significancdor the impact of
controllership on management as perceivgthe managers (standard coefficient 0.326,
level of significance 0.078,3guare adjusted 0.075). Thdet variables do not show a
significant positive relationship with the dependent variable. Repeatedly, an IFRS-

related aspect shows a possible lever fodeging successful canllership possible.

Again the different roles — especially the rolethe internal congdtant — do not have a
significant positive effect on the dependent variable. In general, the time spent on the
different roles does not have a significanpauat. Therefore, the empirical findings in-
dicate that the quantitative agpef the different roles dnot play a major role. Conse-
guently, the qualitative aspects seem to heyeevailing impact. The positive effect of

the controllers’ preparedss for the challenges under IFRS supports that notion. Fur-
thermore, there is a direct positive effectlid explanatory power of monthly reports on

the impact of controllership on managemgstandard coefficient 0.397, level of signi-
ficance 0.03, r square adjusted 0.128). The explanatory power itself is positively af-
fected by how well controllers are prepafedthe challenges under IFRS. Hence, how
well controllers are prepared for IFRS seems to have both a direct and indirect effect on
the dependent variable. This underlines the importance of IFRS-related aspects for suc-
cessful controllership.
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There is another variable with significant effect on thampact of controllership on
management. Yet, it is a negative one: Thedfor controllers’ knowledge of IFRS at
the production/cost center levislnegatively related to thdependent variable (no sig-
nificant effect on the corporate or segmentitbess unit level). Thisinding is inconsis-
tent with the mentioned congidhtion that at thdevel the need for IFRS knowledge is

not as necessary astheé other two levels.

5 Summary and conclusion

The objective of our study was to explorenttollership in German-speaking countries,
like Austria or Germany, under IFRS. Frontanceptual point of view, IFRS-based
financial accounting systems have a twofioighact on controllership, (1) by driving the
use of integrated financial accounting systanstead of the traditional dual accounting
model for decision-making anzbntrol purposes and (2) by extending the controllers’
roles towards becoming an information provitiethe financial aasuntants. Empirical
evidence on both changes as veallthe influence on controltip effectiveness is still

Scarce.

Analysing these research questions wathiriadic research dgn amongst Austrian
IFRS users, we obtain several interesting results. From a descriptive point of view, most
IFRS users have indeed adopted integraistbunting systems, but only on a partial
basis. Regarding the controllers’ roles, fivel indications that @ntrollers not only aim

at advancing their role of inteal business consultant, but also that they allocate a con-
siderable amount of their time — about eigbtrs per week — to the new role of infor-
mation provider to the financial accountidgpartment. Nevertheless, far from being
detrimental to the role of business consultaour dependency analysis shows that an
active use of IFRS has a significantly positive impact on managerial satisfaction va-
riables.

From a critical perspective however, our stids several limitations that have to be
taken into account. First, the limited sampiee makes the generalization of our find-
ings, while not impossible, at least difficukdditionally, only very strong effects can
be measured with such a small sampkcddd, a direct measurement of the variables
was chosen due to the novettfythe empirical research this area and the exploratory

character of this study. Aoaceptualization and operatidization of the constructs,
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e.g., impact of controllership on managemeviuld give a more accurate view of the
variables used, but was not possible, on@radue to the sample size. Third and con-
sequently, no sophisticatedasistical methods for analygy dependencies between va-
riables (and in addition indirect ones) abiliave been applied. Finally, our study does

not include contingent variablesher than the IFRS-related ones.

In spite of the limitations we think that ouudt represents a furthetep into the anal-
ysis of controllership under IFRS, generatsayeral critical observations which may be
used not only to advance research on cdetship in German-speaking countries, but
which may — due to an increasing interoatl assimilation of t finance function in
organizations — also stimulate internatioredearch on the work ohe managerial ac-

countants.
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Appendix

Variables of variable groups andresults of regression analyses

Independent variable

How satisfied are you with the suppo
from the controllers?

Independent variable groups and variables

(answered by financial accountant)

—

Standardizefl Level of R square
(answered by controller) . o :
coefficient | significance| adjusted
Relevance of IFRS for controllership
How do you assess the relevance of IFRS for controlletstigy? no significance
How do you assess the relevance of IFRS for controllerstiipeas] no significance
to five year®
Relevance of controllership for IFRS-based financial accounting
How dp you assess the relevance of controllership for IFRS-bd Sed0.334 0.061 0.082
financial accountig today ?
How d_o you assgs; the relevarnce of controllership for IFRS-b3 sed0'295 0.095 0.087
financial accountingn three to five yearg

Controllers' preparedness for challenges under IFRS

challenges under IFRS?

How well are the conrollers in yoeompany prepared for the futgre

no significance

Time spent on different controllers' roles
Allocate your time spent on the following roles :

Controllers are internal consultants to managemastof today

no significance

Controllers are internal consultants to managemastdesired

no significance

Controllers provide methods and systeras of today

no significance

Controllers provide methods and systeras desired

no significance

Controllers provide information gelired for IFRS-based financia
accountirg - as d today

no significance

Controllers provide information geiired for IFRS-based financia
accounting as desired

no significance

Controllers' knowledge of IFRS

How do you assess the current IFRS-knowledgmgiorate
controllers?

no significance

How do you assess the current IFRS-knowledge of
segment/business unit controllePs

no significance

How do you assess the current IFRS-knowledger@duction/cost|
center controller®

no significance

Need for controllers' knowledge of IFRS

How do you assess the need for IFRS-knowledg®igforate
controllers?

no significance

How do you assess the need for IFRS-knowledge of
segment/business unit controllePs

no significance

How do you assess the need for IFRS-knowledge of
production/cost center controllePs

no significance

-33-



Independent variable

How do assess the explanatory powe
the monthly reports?

Independent variable groups and variables

(answered by general manager)

Standardizefl Level of R square
(answered by controller) . o i
coefficient | significance| adjusted
Relevance of IFRS for controllership
How do you assess the relevance of IFRS for controlletstiay? no significance
How do you assess the relevance of IFRS for controllershiper] no significance
to five year®
Relevance of controllership for IFRS-based financial accounting
How do you assess the relevance of controllership for IFRS-bgsed R
) ) . no significance
financial accountig today ?
How d.o you asse'ss. the reIevapce of controllership for IFRS-bqsed no significance
financial accountingn three to five yeard
Controllers' preparedness for challenges under IFRS
How well are the conrollers in your company prepared for the utur%.451 0.014 0174
challenges under IFRS?
Time spent on different controllers' roles
Allocate your time spent on the following roles :
Controllers are internal esultants to managemendas of today no significance
Controllers are internal esultants to managemenas desired no significance
Controllers provide methods and systeras of today no significance
Controllers provide methods and systeras desired no significance
Controllers provide information required for IFRS-based finangal R
- no significance
accountig - as d today
Controllgrs prowde_ information required for IFRS-based finangal no significance
accounting as desired
Controllers' knowledge of IFRS
How do you assess the current IFRS-knowledgsgiorate R
no significance
controllers?
How do you assess the current IFRS-knowledge of
Y g 0.391 0.072 0.153

segment/business unit controlle?s

How do you assess the current IFRS-knowledgeraduction/cost|
center _controller®

no significance

Need for controllers' knowledge of IFRS

How do you assess the need for IFRS-knowledg®gforate
controllers?

no significance

How do you assess the need for IFRS-knowledge of
segment/business unit controlle?s

no significance

How do you assess the need for IFRS-knowledge of
production/cost center controllePs

no significance
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Independent variable

How do assess the need for explanatig
the monthly reports?

n of

Independent variable groups and variables

(answered by general manager)

Standardizefl Level of R square
(answered by controller) i o i
coefficient | significance| adjusted
Relevance of IFRS for controllership
How do you assess the relevance of IFRS for controlletstiay? 0.422 0.018 0.178
How do you assess the relevance of IFRS for controllershipes] 0581 001 0337
to five year®
Relevance of controllership for IFRS-based financial accounting
How do you assess the relevance of controllership for IFRS-bgsed R
) ) . no significance
financial accountig today ?
How d.o you asse'ss. the reIevapce of controllership for IFRS-b4 Sed0.305 0.095 0.093
financial accountingn three to five yeard
Controllers' preparedness for challenges under IFRS
How well are the conrollers in your company prepared for the future no significance
challenges under IFRS?
Time spent on different controllers' roles
Allocate your time spent on the following roles :
Controllers are internal osultants to managemeras of today no significance
Controllers are internal esultants to managemenas desired -0.319 0.08 0.102

Controllers provide methods and systeras of today

no significance

Controllers provide methods and systeras desired

no significance

Controllers provide information required for IFRS-based finand
accountig - as d today

al

no significance

Controllers provide information required for IFRS-based finang
accounting as desired

al

no significance

Controllers' knowledge of IFRS

How do you assess the current IFRS-knowledgegiorate
controllers?

no significance

How do you assess the current IFRS-knowledge of
segment/business unit controlle?s

no significance

How do you assess the current IFRS-knowledgeraduction/cost|
center _controller®

no significance

Need for controllers' knowledge of IFRS

How do you assess the need for IFRS-knowledg®gforate
controllers?

no significance

How do you assess the need for IFRS-knowledge of
segment/business unit controlle?s

no significance

How do you assess the need for IFRS-knowledge of

production/cost center controllePs

no significance

-35 -



Independent variable

How do assess the quality of collaborafion
of controllers and managers in your
company?
Independent variable groups and variables (answered by general manager)
Standardizefl Level of R square
(answered by controller) . o i
coefficient | significance| adjusted
Relevance of IFRS for controllership
How do you assess the relevance of IFRS for controlletstiay? no significance
How do you assess the relevance of IFRS for controllershipes) no significance
to five year®
Relevance of controllership for IFRS-based financial accounting
How do you assess the relevance of controllership for IFRS-based R
) ) . no significance
financial accountig today ?
How d.o you asse'ss. the reIevapce of controllership for IFRS-based no significance
financial accountingn three to five yeard
Controllers' preparedness for challenges under IFRS
How well are the conrollers in your company prepared for the future no significance
challenges under IFRS?
Time spent on different controllers' roles
Allocate your time spent on the following roles :
Controllers are internal osultants to managemeras of today no significance
Controllers are internal osultants to managemeras desired no significance
Controllers provide methods and systeras of today no significance
Controllers provide methods and systeras desired no significance
Controllers provide information required for IFRS-based finandgal R
. no significance
accountig - as d today
Controllers provide information required for IFRS-based finangal
ers provide 9 0.333 0.063 0.111
accounting as desired
Controllers' knowledge of IFRS
How do you assess the current IFRS-knowledgsgiorate R
no significance
controllers?
How do you assess the current IFRS-knowledge of R
. . no significance
segment/business unit controlle?s
How do you assess the current IFRS-knowledgeraduction/cost| no significance
center controller®
Need for controllers' knowledge of IFRS
How do you assess the need for IFRS-knowledg®gforate R
no significance
controllers?
How do you assess the need for IFRS-knowledge of R
‘ . no significance
segment/business unit controlle?s
How do.you assess the need for IFRS-knowledge of 0.356 0.053 0.096
production/cost center controllePs
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Independent variable

How do assess the impact of controller
on management in your company?

Ehip

Independent variable groups and variables

(answered by general manager)

Standardizefl Level of R square
(answered by controller) - o i
coefficient | significance| adjusted
Relevance of IFRS for controllership
How do you assess the relevance of IFRS for controlletstiay? no significance
How do you assess the relevance of IFRS for controllershipee] no significance
to five year®
Relevance of controllership for IFRS-based financial accounting
How do you assess the relevance of controllership for IFRS-bgsed Lo
) . . no significance
financial accountig today ?
How d.o you assgs; the relevance of controllership for IFRS-bgsed no significance
financial accountingn three to five yeard
Controllers' preparedness for challenges under IFRS
H Il are th nrollers in r company prepared for th r
ow well are the conrollers in your company prepared for the utu 8.326 0.078 0,075
challenges under IFRS?
Time spent on different controllers' roles
Allocate your time spent on the following roles :
Controllers are internal osultants to managemeras of today no significance
Controllers are internal osultants to managemeras desired no significance
Controllers provide methods and systeras of today no significance
Controllers provide methods and systeras desired no significance
Controllers provide information required for IFRS-based finandgal L
; no significance
accountirg - as d today
Controllgrs prowdg information required for IFRS-based finangal no significance
accounting as desired
Controllers' knowledge of IFRS
How do you assess the current IFRS-knowledgeogiorate L
no significance
controllers?
How do you assess the current IFRS-knowledge of R
. . no significance
segment/business unit controllePs
How do you assess the current IFRS-knowledga@duction/cost| no significance
center controller®
Need for controllers' knowledge of IFRS
How do you assess the need for IFRS-knowledg®gforate R
no significance
controllers?
How do you assess the need for IFRS-knowledge of R
. . no significance
segment/business unit controllePs
How do you assess the need for IFRS-knowledge of -0.394 0.051 0155

production/cost center controlle?s
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