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Preface

Especially global crisis, but also many other fessuwhich are
characteristic for the changes in business enviesminand growing
managerial needs for a quality company managemaertifest itself
besides others in the growing pressure to profeakioompetence of
managerial accountants/controllers as experts wpioseiple aim is — on
the basis of general coordination and optimizabbeompany processes
— to struggle for company synergic effects in relatto external
environment.

This is a reason why International Group of Cofitigl (IGC) — an
international professional association in whoséviiets participate — by
means of Czech Association of Financial Managemeaiso members of
Department of Management Accounting of the Uniwgrsf Economics,
Prague — has initiated a project whose generalisito define quality
standards for the work of these experts and comselyuto develop a
framework for more precise specification of reqoiemts for their
education, skills and experience but also for themofessional
approaches, values and attitudes.
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General aim set up by IGC is more complicated ih@ould appear
prima facie. Requirements for competence of brodééned profession
of so called professional accountants are harmdnizelatively
unambiguously on the base of the International Faie of Accountants
(IFAC) International Education Standards (IFAC, 2pand in the area of
education they are even specified by United Natfoosference of Trade
and Development Model Accounting Curriculum (UNCTARO003);
however, they are instruments of harmonization whare oriented
primarily to auditors as professional accountactgg in public interest.
With regard to their specific role in the frameaafcounting profession it
is apparent that also requirements for their psifesl competence
development will be different from experts whose@ple orientation is
to optimize companies” activities “from the inside”

Moreover: unlike auditors whose activities in théblic interest have
been the subject of legislative treatment (and nafieds also of
worldwide harmonization of juridical standards), akngous legal
harmonization of requirements for managerial coepaes has been
perceived to be not only useless but even harmiil kggard to creation
of barriers for the experts” free movement and rpofies” development
for judgment of their quality.

Also historical development difference in the aredsmanagerial
control and applied managerial approaches maniitssi$ by the fact that
these experts are titled differently in varioustparf the globe but they
are also equipped by different level of authoribd aesponsibility and
they operate in different levels of a company higrg.

From this view-point there is no surprise that veodn the project
could not commence by an immediate discussion adpaaiity standards;
project team has decided to develop an initial gdgnpaper defined
project conceptual grounds, its aim, content, stinec and consensual
terminology.

So called “Draft for a common statement” which esants first stage
of the project solution is now the subject of dssions and comments
rising by national IGC members.

The aim of this paper is to describe and evaluateantent and stress
the inspirations we suggest to incorporate into it.
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Common statement intention

The intention of the common statement is to geeerdtar and
internationally valid definitions of controlling dncontroller's work.
These definitions serve several purposes:

= they help internationally acting companies to assigsks,
competencies and responsibilities to controllersmanagement
accountants according to their function and rolecentral or
decentralized units of a company;

= they sharpen the “image” of the controller and ginelerstanding
of his partnering function with managers;

= they help to devise and validate the curriculum educative
organizations and make their programs meet the sneédhe
companies which hire controllers; and

» they point out to prospective controllers if thestitution they
want to choose for their education will meet thatesof-the-art
topics and teach the relevant topics in depth.

Although we support this intention continually, auggestion is to
discuss the question whether it would not be appaigpto aim the whole
project not for controllers operating in companiesly, or — at least in
some extend — to orient it also for controllers r@gi@g in other entities.
This approach supports for example the Charteredtitite of
Management Accountants definition of managementowting:
“Management accounting is the application the piohes of accounting
and financial management to create, protect, preésend increase value
as deliver that value to the stakeholders of praiitd not-for-profit
enterprises, both public and privatg CIMA, 2000)

Preamble

Controlling is defined in the statement as the warknanager (of
every hierarchical level) performs to keep his beass under control. This
job includes the awareness for financial perforneafidie controller's job
is to enable managers to execute their contro(lir@l, 2010, Kaplan —
Atkinson, 2004).

The profession is usually called “Controller” in i@mental Europe
whereas in English speaking countries it is calfddanagement
Accountant”.
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* In IMA Institute of Management Accountants and M@
Chartered Institute of Management Accountants: ipatbns the
term “Management Accountant” is used,;

» |GC the International Group of Controlling uses therm
“Controller”;

= |FAC International Federation of Accountants seemagement
accountants as one group of “Professional Accoustan
Business”.

Especially for the reason to find consensus forghality standards
development statement suggests simplification énsénse that controller
and management accountant are thus synonyms.

Although we support this simplification for manyas®ns, we suggest
an adjustment of primary orientation of controllinbhe first sentence
stresses the importance ffiancial performance which is understood
very narrowly (see for example IAS Framework, (IASB009)) —
especially in connection with factors influencingiit only; we suggest
to use “performance” only. This term

» Reflects better that not only financial, but alsm+iinancial size
of performance in important; and

= [Is in compliance with the Chartered Institute of ndgement
Accountants: “Performance measurement is the psoaals
assessing the proficiency with which a reportingtersucceeds,
by the economic acquisition of resources and teficient and
effective deployment, in achieving its objectivézerformance
measures may be based on non-financial as welhdmancial
information.” (CIMA, 2000)

Mission

Statement defines controlling is an intrinsic gdnnanagement. In an
organization all persons with the power to makasiees (managers) are
also responsible to keep their part of the orgaiwmaunder financial
control.Financialcontrolmeans &dusinessontrolfirst of all. This includes
financial stability and transparency, sound andrmied decision-making,
forward focus on financial success, holistic viewtbe business and on
the ensuing financial issues.
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Consequently controllers are defined like the sufompp partners for
managers in business questions. They are involVeshwnanagers do not

have enough time or knowledge to fulfill their catiing task (Horvath,
2002).

Controllers prepare and use instruments, methodikey figures in a
manner that enables managers to take decisiongoaretognize their
own responsibilities for results, processes andnsonication. The focus
iIs on the sustainable financial success of the nizgdon and on the
performance of its parts. Also, controllers asaisbther employees when
they control their results, processes and commtiarcavith the help of
support-systems and appropriate tools (Horngred02®rury, 2007).
The relation and division of the managers’ and i@iars’ work is
depicted (by a simplified way) in Fig. 1.

Fig. 1: Relation and division of the managers' and controérs' work

The manager The controller

operates has the economic
the busines authority
Manager Controller

Is responsible
for the transparency
of the results

Is responsible
for the results

Source: IGC (2010)

Also mission contents the same narrow orientatiorthie first two
paragraphs only. This is the reason why we suggestadjustments
which would extend the controlling understandingelia part of
management oriented to not only financial but ailsa-financial part of
business and its control.

Also third paragraph does not reflect — in our dpim— the substance
of a controller added value for the company succegs suggest
changing the second question in sense: “As theesysif management
control is too complex recently, controllers showdpport managers
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especially with execution of information, but al®@mmmunication,
advisory and service functions of this system”.

Dimensions

According to statement, it is necessary to diffaega five principle
dimensions in the controllers’ job: profession, dtion, processes, roles
and job title.

Profession

Job title and function depend on the assignmerat given controller
in a given organization. Therefore, profession psses and roles are the
subjects of general investigation in the statemeiter that, its
conclusions result into multidimensional framewodt controllers’
activities.

Controller is a profession that involves partneringmanagement
decision-making, devising planning and performancenagement
systems, and providing expertise in reporting amatrol to assist
managers in the formulation and implementation of caganization's
strategies. To do so, a controller needs a quatifin in accounting and
finance applied to operations within all areas @famizations through a
combination of leading edge techniques and an ptkdenderstanding of
the businesses in which they operate. Specificallgpntroller must be
able to

= design, implement and manage (automated) integnafi@anation
systems that combine financial and non-financighda

= collaborate in structuring transaction accountingluding all
financial sub-ledger systems as well as producgilamning and
invoicing systems;

= formulate organizational policy, strategy and objes,
producing business plans, forecasts, scorecardst/beoefit
analysis and budgeting information as appropriate;

= jdentify excellence in corporate governance, initlgd
gualification and management, internal due diligeaod control
systems, corporate social responsibility and rémgrt

12
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Processes

The statement stresses ten principle processe$ whitroller should

master (see Fig. 2):

Fig. 2: Principle controllers' processes

Strategic planning

Operational planning and budgeting

Forecast

Management accounting & Performance measure

Management reporting

Project management & Performance management

Buiuue|d-aid
wawAojdaqg
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Risk management

Controlling of business functions (R&D, HR, Sales

Business Analysis and consultancy

VIMMMMMMMMM

Development of organization, Processes & Syste

Source: IGC (2011)

Roles

vVVVVVVVVVV

Consequently, the roles of controllers can be derifrom the
expectations placed upon their contribution to hess, both from a

performance and a conformance perspective:
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Fig. 3: Controllers’ Roles

Performance dimension

Creator of Value Enabler of Value

Reporteur of Value Preserver of Value

Conformance dimension

Source: The figure is based upon the IFAC (200852@efinition “The domain of
Professional Accountants in Business*

Multi-dimensional framework of controllers” activit ies

To perform according to the needs of his/her custsm- the
managers of all hierarchical levels — the controtkas to fulfill his
function (x-axis). The scope of this function degeron the position of
the controller. Job and sub-job (y-axis) descrhimworking area and the
responsibilities of a given controller.

The z-axis shows the knowledge, the personal canpets and other
prerequisites a controller must bring along to nteetnecessities of his
function and job. These elements define the costehtan educational
curriculum for a controller with a defined functiand job. They are
therefore the basis for the development of semiaadsdefine the scope
of examination questions.

Multi-dimensional framework of controllers’ actiigs is depicted by
schematic way in Fig. 4.

In our opinion, this principle part of the Statermes very well
elaborated. This is the reason we suggest theamdysupplement. To be
in the compliance with IFAC International EducatioBGtandards,
especially with IES Framework, we suggest adjustroéz-axis into the
structure Professional Education, ProfessionalSilrofessional Values,
Ethics and Attitudes and Practical Experience Reguents.
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Multi-dimensional framework of controller’s activit ies
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Personal requirements for a controller

In relation to above stated framework the Statenugfines also
personal requirements which a controller shouldseesThe Statement
stresses especially the following ones.

Controllers should be the economic conscience odirth
organization and represent its values.

Controllers should think and act future-oriented. do so, they
develop methods for the identification and evatratiof
opportunities and risks. They also qualify the siskf the
organization and help to manage them.

Controllers should design and maintain the contrgllsystems
and provide for a uniform data base. They work stdmdardized
systems and instruments on recurring questions), gustomized
systems and instruments on specific questions.

Controllers should be able to support and modertite
development of all performance related and valuented plans
of the organization. They build systems to measiueecapability
and performance of the organization. These orlemselves both
towards the conditions of the business activitywa$i as to the
requirements of the relevant interest groups ($talkiers) in a
comprehensible way. When necessary, controller® alse
comparative data (benchmarks) for verification. &gers
determine the content and the level of objectives the
organizational units they are responsible for.

Controllers should prepare internal reports acogrdo the needs
of managers to run the organization with equitatakiations. If
rules for external reporting contradict to the intd use and
purposes, controllers prepare the data for the n@lation
between the internal and the external valuation exglain the
differences in a comprehensible way

Controllers should be responsible to the boardHerexamination
of the plausibility of plans and inrlstment-prodesthat were
prepared by others.

Controllers should define anfl or coordinate period, content,
procedure and methods of the complete planningegscThey
compile the required comparisons between targets aotual
results as well as the variances. They interpret tésults,
determine causes and effects and provide recomrtiensigor
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corrective action. They devise the management nmébion
system and develop it further.

= Controllers should present and interpret the dajait@ble to
addressees. They care that the reports correspatid the
possibilities of the respective managers to infagethe results.
They instruct and further train the managementidégels in the
use and interpretation of data.

= Controllers should work with reliable key figuresdareference
values (actual/ plan-/ forecast-values). When aggregating data
they consider the respective decision

» Level as well as the information needs of the nexrei

= Controller should not pass on confidential inforimatand do not
make use of it for illegal purposes or in orderdamage the
organization.

= Controllers should be loyal to their organizatidimey are open-
minded towards the needs of their customers, theagexs. They
look themselves for contact with their managers andgest
improvements and corrective actions also when skédto do so.

In our opinion, also this part reflects by very qoehensive and
understandable way controllers” personal pre-cmmdit This is the
reason we suggest adding the only one paragraptesponding with the
above stated ethical size of controllers” actisitiee/she should support
and communicate the necessity of professional gakthics and attitudes
adherence in entity activities.

Conclusions

It is quite apparent that “Draft for a common staget” is an important,
nevertheless the first step only on the road wlgeseeral aim is not only
to define, but also enforce into practice and asgomore non-formal than
supported by a legislation) recognition of qual#tandards for the
managerial accountants” and controllers” work.

Nevertheless, this Draft development is — in ouniop — very beneficial.
Already now, its content has been contributing eéttdr understanding of
differences which accompany this profession devekg in different
part of globe and it enables better identificattdrcommon features, but
also distinctions in profiles and professional ptadions of professional
accountants, auditors and professional accounitaitigsiness (as experts
whose professional development is harmonized witfhdr level of
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certainty recently) and of managerial accountamtsaomtrollers (whose
quality professional development is the principha af this project).

Consequently, the Draft content creates very saligicome for
development of the first set of “Standards of goodhctice” and
discussion materials which can inspire by exampliesbest practice”
which should contain

= Definition of aims, content and structure of prealification
education including requirement for assessmentqtiiged level
of knowledge;

= Determination of requirements for professional Iskibf these
experts including the ways of their acquisition;

= Definition of ways how to gain practical experiesdgecluding the
manners and methods of verification whether theeggpces have
been really reached,;

= Development of a material which would define airoentent,
structure and ways of verification of continuingof@ssional
development of managerial accountants and contsplend at last
but not least

= Code of ethics development as a principle instrumenh
professional approaches, values and attitudes aafant in the
work of managerial accountants and controllers.
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Harmonization of Requirements for Professional
Competence of Managerial Accountants and Controlles

Bohumil KRAL — Libuse SOLJAKOVA

ABSTRACT

The aim of the paper is to comment continuing waoksthe project
whose purpose is to state generally accepted egaints for professional
competence of managerial accountants and consollar this regard,
Draft for a common Statement which defines concdptutcomes of the
project is the subject of comments.

Paper concludes that — despite the fact that Dralfte first step only — it brings
substantial contributions: it has been leadieog better understanding of
differences which accompany this profession devekg in different
part of globe and it enables better identificattdrcommon features, but
also distinctions in profiles and professional ptations of professional
accountants, auditors and professional accountantsusiness and of
managerial accountants or controllers whose quaptpfessional
development is the principle aim of this project.

Key words: Professional Accountant; Managerial Accountant; lQua
Standards; Controller; Professional Competence.
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