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Point of View
 As the corporate controller of Rendell Company, we are concern about the organizational status of the divisional controllers. Should
 they report to the corporate controller? Or to the general
 managers?
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Mr. Bevins is interested in making changes in the corporate control organization of Rendell Company such that it plays a more active role
 in establishing budgets and analyzing performance. However, with the division
 controllers reporting to the division managers, Mr. Bevins realizes that this role will be
 difficult to pursue. While the division controllers’ loyalty rest with the division
 managers, adequate information about each divisions’ performance are not given. Expense
 budgets had added fats which the division controllers were aware of and reports are
 expected to be biased. To address the issue, Mr. Bevins contemplates if Martex Company’s
 method will be the solution.
 Case Context
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At the end of the this report, we should be able to answer the following questions:
 Given the status of goal incongruence between corporate controller and division manager, to whom should the division controller report? Why?
 Are there any major changes in the basic responsibilities of the divisional controller in Rendell Company?
 Statement of the Problem
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Corporate Controller
 Business UnitManager
 Business Unit Controller
 Corporate Controller
 Business UnitManager
 Business Unit Controller
 Corporate Control Structure
 Rendell’s Control Structure
 Martex Corporation’s Control Structure
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1. First we identify the company objective which is to achieve profitability and growth.
 2. Attaining goal congruence within the organization is important to support the company's main objective. We will discuss the differences in the goals of the division general manager and central controller.
 3. Analysis of the current organization and reporting structure by evaluating its strengths and weaknesses and comparing it with Martex.
 Framework for Analysis
 4. Identify the roles of the corporate controller and the divisional controllers.
 5. Assessment of the proposed organizational set-up (patterned from the set-up of Martex) by evaluating whether implementation will fit Rendell's corporate objectives.
 6. We decide which alternative is more aligned with company objective and organizational set-up.
 7. Recommendations after analyzing these frameworks.
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Analysis
 •On Goal Incongruence…
 There is a conflict of interest between the corporate controller and division manager. The goal of the
 corporate controller is to minimize budget allocation and maximize the use of funds to be more profitable, while the goal of the division general manager is to show an
 effective management with minimal loss and misallocations. The controller would always try to
 minimize what the manager is asking for, while the manager would always want a bigger budget for his
 division to function.
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Analysis
 • On Rendell and Martex’s Controllership structure
 Business Unit Set-Up (William Harrigan’s POV)
 Strengths Weaknesses
 1. Division controller (DC) is trusted by the division general manager (DGM) thus internal information is shared
 1. Ability of the DGM to conceal financial flaws
 2. The DC shares a common goal with his assigned division and is part of the “team”
 2. Lack of empowerment for the divisional controller
 3. Ease of budget approval, since it is directly justified to top management
 3. The reliability of information provided by the DC to the Corporate Controller (CC) may be in question.
  4. Possibility of connivance between DC and DGM
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Functional Set-Up (Martex Method)
 Strengths Weaknesses
 1. The divisional controllers is empowered to perform intended functions
 1. Goal incongruence between the DC and DGM may hamper division’s objectives
 2. Profit sharing allows for some goal congruence
 2. The DC may be regarded as a “spy” rather than a part of the “team”
 3. Reports are reliable and have relevant information
 3. Control points are clearly defined and may slow down decisions pertaining to budget
 • On Rendell and Martex’s Controllership structure
 Analysis
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Analysis
 •On Rendell and Martex’s Controllership structure
 It may be noted that the Martex Company follows a functional organizational structure while Rendell
 Company follows a business unit structure. It may be speculated that Martex may have weaker goal
 congruence since the staff are more aligned towards the organization’s central objectives and are not as concerned with the general manager’s specific
 objectives. We noted this as an advantage of the Rendell structure where the division is a fashioned team with the division general manager serving as captain. .
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Corporate Controller
 Business UnitManager
 Business Unit Controller
 Corporate Controller
 Business UnitManager
 Business Unit Controller
 Corporate Control Structure
 Rendell’s Control Structure
 Martex Corporation’s Control Structure
 •On Roles and Responsibilities of a Controller
 Based on the above diagram, it is obvious that the controllership role can only be accomplished through the Martex Method. Goal congruence between the divisional controllers and the corporate controller will only be achieved if the Rendell Company assumes this method.
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Conclusions
 •Division managers are prone to protect their own individual or divisional interests by putting more importance in meeting division targets than meeting the corporation’s goal. To achieve goal congruence, division controllers should report to the corporate controller, instead of the division manager as proposed under the Martex Method
 •Division controllers should gain a level of authority such that they would be able to safe guard the company’s financial position.
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Recommendations
 Corporate controllers should take division controllers under their jurisdiction
 Division general managers should be well aware of the authority and functions of the division controller in terms of the financial and performance status of his department. (The division controller is working with him, not under him)
 The division controller should be well aware of both his ethical and corporate responsibilities. Reports should be made truthful and unbiased
 The training and development system for corporate and division controllership should be give some attention.
 • We recommend that they follow a minimum years of service in the corporate control office before being appointed as division controllers.
 • Also a time-bound shifting/transfer of divisional control would prevent informal organizations and connivances to be formed between them and the division general manager and his staff.
 • Incentives may be recommended
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The group believes that the best way to implement the Martex Method into Rendell Company is by using formal control systems to integrate the changes using the new set-up…
 •Communicate the new organizational structure and the roles and responsibilities of each division and department through a formal document. Highlight changes in position and the new relationship between the corporate controller, division controllers and the division manager.
 •Formal townhalls and IT-based information systems should be used to ensure goal congruency across all departments. Posters showing the company’s VMO should be posted to remind division managers, controllers and all staff members of their ultimate goals as employees of Rendell Company.
 Recommendations
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The group believes that the best way to implement the Martex Method into Rendell Company is by using formal control systems to integrate the changes using the new set-up…
 •Formalize the new tasks of the division controllers through a PPM (Process, Procedures and Methods) manual that will be available across all departments. This should also include its role in the PPE (Planning and Performance Evaluation) in each and all of Rendell Company’s divisions.
 •Initiate a common Code of Conduct Manual for all employees that emphasizes that divisional goals are only supports for the over-all corporate goal, and that corporate goals will come first over divisional goals. The Code of Conduct should also include how employees should conduct themselves when submitting information and the accompanying punishments if employees do not follow the required conduct.
 Recommendations
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