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Impact of digital transformation
on controlling in BIH

To study how the digital transformation (hereinafter DT)
process affects the business function of the controlling
framework, will define the scope of the term “digital
transformation”, and what role the business controlling
functions plays in it. DT is one of the biggest current in-
novations and is being introduced in virtually all com-
mercial and public systems. This is reflected in the ad-
justment to the new business environment and the
optimal exploitation of the new opportunities provided
by market disrupting technologies, such as artificial in-
telligence (Al), 3D printing, the Internet of Things (loT),
and big data. It is important to point out that due to the
nature of the transformation the system cannot be struc-
tured in the same manner as previously, nor to the same
extent as with popular commonly used technologies
with the applied techno-economic business models.
With the contextual framework of DT that defines the
direction and outcome of the transformation, we arrive
at the digital agenda or digital strategy. The DT could be
understood and seen in two independent parallel tracks
through which changes occur simultaneously in the
company and the environment:

1. The DT in the narrower sense, which includes achiev-
ing operational excellence of company performance,
more precisely business operations;

2. The DT in a broader sense, which implies rapid busi-
ness innovation, most often associated with a change
in the business model by which the company operates.

In which direction the digital transformation process will
go in the company is conditioned by the answers to the
following questions:

a. What will happen to the industrial sector that makes
up the business environment in which the company
operates?

b. What actions will the company’s management take
and at what time?

c. What short- and long-term measures will be imple-
mented and how will they affect business performance?

d. Whatare the desired effects?

e. How will the company’s management and employees
know if and when they succeeded in the DT processes?

f. Howto define success criteria based on the company’s
business results?

g. Who will own the company’s DT process and its re-
spective processes, products, and/or services?

h. Who, by name, will be responsible and have the au-
thority and skills to effect change, making lev-
el-based decisions?

i. Where will the company invest its funds, under what
conditions, whose funds, and which funds?

From the answers to these questions we see that the role
of the controller function in defining the strategy is more
than obvious, given that the controller defines the scope
for the implementation of the DT process (checking the
feasibility of the preferred strategy before its execution)
through development and verification using scenario
modeling. The DT, in simpler terms, can be defined, in
order to assess feasibility at the enterprise level, with the
following quantitative and qualitative parameters:

» The company defined with a diagnosis, a strategicam-
bition, and a unique value proposition for its clients.

» The market is defined by competitors, supply and mar-
ket forces.

» Users of services or products are defined by their num-
ber (total number of customers), intentions, and tasks
they want to perform using the same products and
services.

» The company’s available resources for the transforma-
tion are defined by the available time, staff (but also in
other ways available talents), and money.

Illogicality in the formal establishment
of the controlling function in companies

Analysis of the research question “Is there an introduced
controlling function in the company?” in Bosnia and Her-
zegovina shows that 83.3% of respondents answered
that this function formally exists in their company, while
16.7% of them denied the existence of any form of or-
ganized controlling function in the company. All re-
spondents whose replies were positive when asked
whether controlling was introduced in the company con-
firmed that there are individuals within the enterprise
who are formally in charge of the controlling function.
Only one company, large in size, had a controlling de-
partment. Based on this analysis, we concluded that



most respondents, as well as company management,
have incorrect paradigms and ideas about what the con-
trolling function in the company is, and what purpose it
serves. In the figure below (Figure 1), a distribution plot
of frequencies in respect to implementation and applica-
tion of individual controlling elements is visualized.

Through the empirical research question, “Does the
company possess a business information system for data
processing and reporting?” the following findings were
obtained (Figure 2). Further, the examination and statis-
tical processing of the answer to the question: “Is the
company reporting from the existing business software
(ERP or second-class software)?” is shown in Figure 3.

The extent of the discrepancy between what is present-
ed in public and the factual situation within the compa-
ny, whose representatives claim to have an introduced
control function, is best shown by the imbalance be-
tween the expected and actual results of the research. If
we accept the correlative nature of investment manage-
ment and the future company income, it can be de facto
accepted that there is little to no systematic effort being
undertaken to understand the future needs and guiding
toward future goals. This being the fundamental and ba-
sic function of controlling, it raises the question: “How is
the controlling function implemented if there was no ef-
fort invested into systematically understanding and im-
plementing the basic business functions?”
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Figure 1: The perception of the concept of controlling.

Figure 3: Method of reporting.

The analysis shows that both the employees and the
management, employed in companies located on the ter-
ritory of BIH, have different opinions regarding the for-
mal characteristics of the controlling function, and they
differ greatly from what the industry normative is. Thus
they are consciously and unconsciously misrepresenting
the company’s current state, and are not reporting the
true factual state. This consequently means that there is a
lack of institutionally driven and organized systematic
consideration for the future of the controlling businesses
functions. It is left to the companies and individuals
themselves to choose the direction of development, and
itis dominated by personal preferences and perspectives
of the owners and top management, rather than a group
of organized and harmonized business enterprises with a
focus on market trends. Since this is the case, we find it
necessary to consider a systematic approach by which the
management, as well as the owners of capital in BIH,
would be able to master the basics in the field of con-
trolling, the world’s most commonly used and applied
methodology for assessing a business’s future, and man-
aging the same. For this task it will be necessary for insti-
tutions and companies to invest significant effort on their
behalf to train staff in this area. This necessity becomes
even more prevalent, not just because it represents a de-
velopment opportunity for companies and the economy,
but due to the recent major economic shifts caused by
the COVID-19 pandemic and the survival of the entire
Bosnia and Herzegovina economy. m
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PERCEPTION OF THE BUSINESS
CONTROLLING FUNCTION —PART 2
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Figure 4: Perception of the concept of controlling.
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