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                                                                 Unit-4 

                                                             Controlling 

Controlling consists of verifying whether everything occurs in confirmities with the plans 

adopted, instructions issued and principles established. Controlling ensures that there is effective 

and efficient utilization of organizational resources so as to achieve the planned goals. 

Controlling measures the deviation of actual performance from the standard performance, 

discovers the causes of such deviations and helps in taking corrective actions 

According to Brech, “Controlling is a systematic exercise which is called as a process of 

checking actual performance against the standards or plans with a view to ensure adequate 

progress and also recording such experience as is gained as a contribution to possible future 

needs.” 

Features of Controlling Function 

Following are the characteristics of controlling function of management- 

1. Controlling is an end function- A function which comes once the performances are 

made in confirmities with plans. 

2. Controlling is a pervasive function- which means it is performed by managers at all 

levels and in all type of concerns. 

3. Controlling is forward looking- because effective control is not possible without past 

being controlled. Controlling always look to future so that follow-up can be made whenever 

required. 

4. Controlling is a dynamic process- since controlling requires taking reviewal methods, 

changes have to be made wherever possible. 

5. Controlling is related with planning- Planning and Controlling are two inseperable 

functions of management. Without planning, controlling is a meaningless exercise and without 

controlling, planning is useless. Planning presupposes controlling and controlling succeeds 

planning. 
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Process of Controlling 

Controlling as a management function involves following steps: 

1. Establishment of standards- Standards are the plans or the targets which have to be 

achieved in the course of business function. They can also be called as the criterions for judging 

the performance. Standards generally are classified into two-  

a. Measurable or tangible - Those standards which can be measured and expressed are 

called as measurable standards. They can be in form of cost, output, expenditure, time, profit, 

etc.  

b. Non-measurable or intangible- There are standards which cannot be measured 

monetarily. For example- performance of a manager, deviation of workers, their attitudes 

towards a concern. These are called as intangible standards.  

Controlling becomes easy through establishment of these standards because controlling is 

exercised on the basis of these standards. 

2.Measurement of performance- The second major step in controlling is to measure the 

performance. Finding out deviations becomes easy through measuring the actual performance. 

Performance levels are sometimes easy to measure and sometimes difficult. Measurement of 

tangible standards is easy as it can be expressed in units, cost, money terms, etc. Quantitative 

measurement becomes difficult when performance of manager has to be measured. Performance 

of a manager cannot be measured in quantities. It can be measured only by- 

a. Attitude of the workers,  

b. Their morale to work,  

c. The development in the attitudes regarding the physical environment, and  

d. Their communication with the superiors.  

It is also sometimes done through various reports like weekly, monthly, quarterly, yearly reports. 

3.Comparison of actual and standard performance- Comparison of actual performance with 

the planned targets is very important. Deviation can be defined as the gap between actual 

performance and the planned targets. The manager has to find out two things here- extent of 
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deviation and cause of deviation. Extent of deviation means that the manager has to find out 

whether the deviation is positive or negative or whether the actual performance is in conformity 

with the planned performance. The managers have to exercise control by exception. He has to 

find out those deviations which are critical and important for business. Minor deviations have to 

be ignored. Major deviations like replacement of machinery, appointment of workers, quality of 

raw material, rate of profits, etc. should be looked upon consciously. Therefore it is said, “ If a 

manager controls everything, he ends up controlling nothing.” For example, if stationery charges 

increase by a minor 5 to 10%, it can be called as a minor deviation. On the other hand, if 

monthly production decreases continuously, it is called as major deviation. 

Once the deviation is identified, a manager has to think about various cause which has led to 

deviation. The causes can be- 

a. Erroneous planning,  

b. Co-ordination loosens,  

c. Implementation of plans is defective, and  

d. Supervision and communication is ineffective, etc.  

4. Taking remedial actions- Once the causes and extent of deviations are known, the manager 

has to detect those errors and take remedial measures for it. There are two alternatives here-  

a. Taking corrective measures for deviations which have occurred; and  

b. After taking the corrective measures, if the actual performance is not in conformity with 

plans, the manager can revise the targets. It is here the controlling process comes to an end. 

Follow up is an important step because it is only through taking corrective measures, a manager 

can exercise controlling.  
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BUDGETARY CONTROL 

Budget can be prepared at any level ranging from an individual to national level. It is 

basically the estimation of revenue and expenses 

Budgetary Control is basically a technique where the actual results i.e. actual revenues 

and expenses are compared with the budget planned before the start of the financial year. It 

highlights the need for adjustment of the performance, if required. It also shows how well the 

managers have controlled costs and operations in an accounting period. 

BUDGETARY CONTROL TECHNIQUES 

For the purpose of budgetary control, various techniques are used which are briefly explained as  

1.         Variance Analysis 

In the following analysis, Budget is prepared for each and every department. Further, a 

comparison is made between the actual and estimated accounting figures. With the help of this 

technique, variances are found. The variances are further divided into Favourable and 

Unfavourable Variances. For instance, the difference between actual production cost and 

estimated production cost will be denoted by production variance. This technique helps 

in reducing cost and is commonly used for budgetary control. 

2.         Responsibility Accounting 

It is considered to be a good technique for budgetary control. In this, 3 centres 

namely Cost Centre, Profit Centre and Investment Centre is created. All these centres are like 

the department of the organisation and employees are classified on the basis of these centres. The 

performance of the employees in manually recorded and their accountability is fixed regarding 

certain goals that might be quantitative or qualitative. This technique helps to take decision 

regarding promotion or demotion based on employee’s performance. 

3.         Adjustment of funds 

Under this technique, Top management takes decisions regarding adjustment of 

funds from one project to another. For instance, if a new project started by an organisation needs 

money and there is surplus money allocated to an already existing project, then the surplus funds 

https://www.henryharvin.com/blog/budgets-and-budgetary-controls/
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can be adjusted against new project for its initial setup. This technique facilitates proper 

allocation and adjustment of funds and prevents misuse. 

4.         Zero Based Budgeting 

Another technique which is immensely popular these days is zero based budgeting. 

Under this technique, budget of next year is considered as nil which can be only possible if 

estimated revenue is equal to estimated expenses. At that time, difference between estimated 

revenue and estimated expenses will be zero. Any excess amount of money will be adjusted.  

NON-BUDGETARY CONTROL TECHNIQUES 

There are, of course, many traditional control devices not connected with budgets, 

although some may be related to, and used with, budgetary controls. The different types are 

 1 Statistical data: 

  Statistical  analyses  of  innumerable  aspects  of  a  business  operation  and  the  clear 

presentation of statistical data, whether of a historical or forecast nature are, of course, important 

to control. Some managers can readily interpret tabular statistical data, but most managers prefer 

presentation of the data on charts. 

 2 Break- even point analysis: 

An interesting control device is the break even chart.  This chart depicts the relationship 

of sales and expenses in such a way as to show at what volume revenues exactly cover expenses. 

 3 Operational audits: 

  Another  effective  tool  of  managerial  control  is  the  internal  audit  or,  as  it  is  now 

coming to be called, the operational audit. Operational auditing, in its broadest sense, is the 

regular and independent appraisal, by a staff of internal auditors, of the accounting, financial, and 

other operations of a business. 

 4 Personal observations: 

In  any  preoccupation  with  the  devices  of  managerial  control,  one  should  never 

overlook the importance of control through personal observation. 
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USE OF COMPUTERS IN MANAGEMENT CONTOL 

 Virtually every business, a computer is an essential tool for running the day-to-

day operations, enhancing productivity and communicating with customers, suppliers and the 

public. Managers use computers for a variety of reasons, including keeping their teams on track, 

budgeting and planning projects, monitoring inventory and preparing documents, proposals and 

presentations.  

 Managers need to understand not only the basic functions of the corporate 

software tools used in the office but also the Internet and other external computing tools that can 

improve the way they manage their departments. 

1. Business Planning 

Business planning can take up a lot of a manager's time, but computer programs make it 

easier. From using email programs like Outlook or Google Mail to set appointments, tasks 

and deadlines to using financial tools to develop budgets and project proposals, using 

computers to plan the day-to-day activities of a business is essential. Managers also use the 

Internet to research their industries, the competition and to look for ideas to help them create 

plans to engage customers, win more business and succeed in the competitive world of 

business. 

2. Record Keeping 

Managers keep track of a lot of information that is vital to the company's success. From 

customer records to financial records to employee records, the data a company has to store 

are seemingly endless. Using computers to store and manage documents, files and records 

reduces the amount of physical storage a company needs and also allows managers to have 

easy access to their files using simple document search methods. Additionally, by keeping 

records, managers can easily share information about an employee's history and job 

performance with other managers in the company. 

3. Communication 

One of the most common uses for computers in business is communication. 

Communication is essential not only between employees but with customers as well. Many 

customer service departments use computers to log service issues and make a record of their 

resolutions. Using email and instant messaging programs allows employees to gather 
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information from one another that they need to complete their jobs. It also allows managers 

to delegate work tasks and follow up on projects. 

4. Document Preparation 

For creating spreadsheets, presentations, memos and other corporate documents, 

computers are essential in business. Managers need to have a basic understanding of common 

workplace productivity software such as Microsoft Office. 

 

PRODUCTIVITY PROBLEMS AND MANAGEMENT 

Productivity at its basis signifies the rate of output per unit of input. 

1. No Direction 

It's reasonable to expect employees to have a certain level of autonomy, but if supervisors 

fail to give them any guidance whatsoever, staff members will find it difficult to manage their 

time and prioritize tasks appropriately. 

Solution 

Managers should clearly communicate expectations to their associates regularly. 

Scheduling recurring check-ins to discuss short-term and long-term goals can help employees 

stay on target and ahead of their to-do lists. 

2. Inadequate Training 

Companies won't hire candidates without the requisite skills for the position, but each 

business has their own unique standards and processes. Insufficient training leads to (sometimes 

costly) errors, errors lead to anxious employees and anxious employees make more errors--a 

vicious cycle. 

Solution 

Have an established system for onboarding and training new employees. Teaching them 

the ins and outs of the company can make them feel more confident and help prevent avoidable 

mistakes. 
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3. Poor Work-Life Balance 

A standard workweek is 40 to 45 hours, but how the remaining 123 hours are spent is up 

to the employees. Sometimes working late or on the weekends is necessary, but when staff 

members must constantly sacrifice their personal time, they're more likely to get burned out and 

look for opportunities elsewhere. 

Solution 

Employees work to live, not the other way around. Businesses that offer technology 

solutions that automate menial tasks and streamline communication will have a happier, more 

motivated staff. 

4. A Lack of Quiet Spaces 

Even the most enthusiastic supporters of open floor plans need an occasional break from 

the noise. If there's nowhere in the office for employees to escape the commotion, they'll likely 

become distracted and lose focus on the tasks at hand. 

Solution 

Space may be limited, but it's in the best interest of managers to dedicate an area as a 

quiet retreat for employees to work without interruptions. Set up a process for room reservations 

so employees can claim quiet space when they need it most. 

5. Unrealistic Expectations 

Staring at a to-do list and knowing, without a doubt, it isn't humanly possible to complete 

every task by its assigned deadline is disheartening. How can an employee be motivated and 

productive when they're facing an insurmountable mountain of work? 

Solution 

Rarely will an employee proactively approach their manager when they're feeling 

overwhelmed for fear of appearing inefficient. Therefore, the onus is on supervisors to ensure 

their associates workloads are manageable and make adjustments when necessary. Set aside 15 

minutes every month to meet with each team member and make sure they don't feel swamped. 

https://www.inc.com/aj-agrawal/how-having-fun-can-boost-employee-productivity.html
https://www.inc.com/aj-agrawal/how-having-fun-can-boost-employee-productivity.html
http://www.iofficecorp.com/blog/is-an-open-office-right-for-your-company
http://www.iofficecorp.com/blog/reserve-your-favorite-spaces-with-ioffice
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6. Zero Feedback 

It's discouraging for an employee to walk into their performance review and learn for the 

first time that their work isn't satisfactory. If a supervisor doesn't inform their staff of 

opportunities for improvement as they arise, the employee will assume their work is acceptable, 

even if it isn't. Conversely, staff members benefit from hearing about the areas in which they're 

excelling. 

Solution 

The ability to give constructive criticism is a must-have management skill. Supervisors 

shouldn't wait until reviews to provide feedback. Instead, they should acknowledge superior 

work and address performance issues promptly. 

Just as the management team expects an employee to take responsibility for his or her 

actions, managers must acknowledge the part they play in workplace efficiency. While some 

employees might simply be bad hires, there are certainly plenty of team members who just need 

a supportive work environment and encouragement from their supervisors to be highly 

productive. 

 

 

 

 

 

 

 

 

 

 

 

https://www.inc.com/jeff-haden/the-most-effective-way-to-give-employees-feedback-first-90-days.html
http://www.iofficecorp.com/blog/4-ways-you-can-inspire-your-workforce-to-achieve-great-results
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CONTROL THEORY OF PERFORMANCE MANAGEMENT SYSTEM 

Performance Management system is that vital part of Human Resource Management 

which aligns and optimizes individual performance with the overall performance of the 

organization. It can be defined as “a continuous process of identifying, measuring and 

developing performance in organizations. It is achieved by linking each individual’s performance 

and objectives to the organization’s overall mission and goals”. There are many notable 

strategies and approaches of performance management systems in order to simplify the process. 

This also helps to make performance management process more efficient for organizations. 

Among different approaches, Control theory is one such approach.  

Control theory has three types of control systems: 

1. Under behaviour control, employer monitor and evaluate the actions of the employees 

on a regular basis, as per the standards of the organization and then reward accordingly. 

2. In the case of output control, the performance of an employee is controlled with rewards 

or sanctions after evaluating it on the basis of organizational standards. 

3. Input control system seeks to control the selection and training process of an employee. 

However, it is important to ensure the availability of required competencies in the 

employees as desired by the organization for growth and development. 

Out of these three systems, organisations can use any type of control system or a combination 

of different models. Selection of the control depending on the structure, norms, policies and 

administrative information in an organization. 

DIRECT CONTROL VERSUS PREVENTIVE CONTROL 

DIRECT CONTROL:  Directive controls are those designed to establish desired 

outcomes 

Questionable assumptions underlying direct control 

 Assumption that that performance can be measured 

 Assumption that personal responsibility exists 

 Assumption that time expenditure if warranted 
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 Assumption that mistake can be discovered in time 

 Assumption that the person responsible will take. 

 Corrective steps. 

PREVENTIVE CONTROL 

Assumptions : 

 Qualified managers make a minimum of errors. 

 Management fundamental can e used to measure performance 

 Application of management fundamentals can be evaluated.  

Advantages : 

 Greater accuracy 

 Encourage self control 

 Lighten the managerial burden 

1. Impressi 

Thus control is a very important process through which managers ensure that actual activities 

confirm to planned activities. It is mainly used to measure progress, to uncover deviations and to 

indicate corrective action. 
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REPORTING TO MANAGEMENT 

 The reporting to management is a process of providing information to various 

levels of management so as to enable in judging the effectiveness of their responsibility centres 

and become a base for taking corrective measures, if necessary. 

Definition  

S.N.Maheshwari, 

 “Reporting to Management can be defined as an organized method of providing 

each manager with all the data and only those data which he needs for his decisions, when he 

needs them and in a form which aids his understanding and stimulates his action”. 

The reporting to management can also be called as management reporting or internal reporting. 

Objectives or Purpose of Reporting to management 

A Management Accountant has to prepare the report for the following purposes. 

1. Means of Communication: A report is used as a means of upward communication. A report 

is prepared and submitted to someone who needs that information for carrying out functions of 

management. 

2. Satisfy Interested Parties: The interested parties of management report are top management 

executives, government agencies, shareholders, creditors, customers and general public. 

Different types of management reports are prepared to satisfy above mentioned interested 

parties. 

3. Serve as a Record: Reports provide valuable and important records for reference in the 

future. As the facts and investigations are recorded with utmost care, they become a rich source 

of information for the future. 

4. Legal Requirements: Some reports are prepared to satisfy the legal requirements. The annual 

reports of company accounts is prepared to furnished the same to the shareholders of the 

company under Companies Act 1946. Likewise, audit report of the company accounts is 

submitted before the income tax authorities under Income Tax Act 1961. 
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5. Develop Public Relations: Reports of general progress of business and utilization of national 

resources are prepared and presented before the public. It is useful for increasing the goodwill of 

the company and developing public relations. 

6. Basis to Measure Performance: The performance of each employee is prepared in a report 

form. In some cases, group or department performance is prepared in a report form. The 

individual performance report is used for promotion and incentives. The group performance 

report is used for giving bonus. 

7. Control: Reports are the basis of control process. On the basis of reports, actions are initiated 

and instructions are given to improve the performance.  

Essentials of a Good Reporting System:  

A good reporting system is a better guide and effective tool for efficient managerial decision -

making.  

Hence, the essentials of a good reporting system are as follows:  

1. Proper Form: 

In order to facilitate decision-making the information supplied should be in proper form. The 

style and layout of a report depend upon the needs of the individual who will use the same. The 

report may be submitted in the form of narration [written statement of facts], statisti¬cal 

tabulations, graphs, charts, etc.  

2. Proper Time: 

Promptness is very important because information delayed is information denied. Reports are 

meant for action and when adverse tendencies or events are noticed, actions should follow 

forthwith. The sooner the report is made, the quicker the corrective action be taken.  

3. Proper Flow of Information: 

The information should flow from the right level of authority to the level of authority where the 

decisions are to be made. Further complete and consistent information should flow in a 

systematic manner.  
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4. Flexibility: 

The system should be capable of being adjusted according to the requirements of the user. For 

example, production manager should be provided with information relating to his division or 

area of control only.  

5. Facilitation of Evaluation: 

The system should distinctively report deviations from standards or estimates. Controllable 

factors should be distinguished from non-controllable factors and reported separately. A good 

reporting system should give information required for the evaluation of each manager’s area of 

responsibility in relation to the goals of the organization.  

6. Economy: 

There is a cost for rendering information and such cost should be compared with benefits derived 

from the report or loss sustained by not having the report. 

 


