
Linköping University | Department of Management and Engineering 

Master’s thesis, 30 credits| Programme in Business and Economics – Business Administration 

Spring 2016| ISRN-number: LIU-IEI-FIL-A--16/02205--SE 

 
 
 
 
 
 
 

Management Control 
Systems as a Package and the 
Impact on Organizational 
Ambidexterity 
 

A Case Study of a R&D Organization in a Swedish Medical 

Technology Company 

 

 

 
Gustaf Bogered 

Christian Rundquist 

 

 

Supervisor: Andrea Fried  

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Linköping University 

SE-581 83 Linköping, Sweden 

+46 013 28 10 00, www.liu.se 



 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Preface 

 
This thesis marks the end of a four-year long business administration degree from 

Linköping University. There is a number of people that we would like to thank for their 

contribution to this thesis. Firstly, we would like to thank our supervisor, associate 

professor Andrea Fried, for her support and guidance throughout this process. Andrea’s 

insights and comments have contributed to a richer thesis. We would also like to thank 

our fellow students and opponent groups who have contributed with constructive 

feedback and suggestions for improvement. Finally, we would like to thank the case 

company for their participation in the study, without them this thesis could not have been 

made.  

 

Linköping, 28th May, 2016 

 

 

 

________________      ________________ 

Gustaf Bogered    Christian Rundquist             

 

 

 

 

 

 

 

 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Abstract 

 
Title: Management Controls Systems as a Package and the Impact on Organizational 

Ambidexterity – A Case Study of a R&D Organization in a Swedish Medical Technology 

Company 

Authors: Gustaf Bogered and Christian Rundquist 

Supervisor: Andrea Fried 

Background: The idea of MCSs operating together in a package is not a new concept. 

However, not many empirical studies have been made where MCSs have been studied as 

a package despite studies showing the importance in doing so. The assessment of the 

performance implications of MCSPs has traditionally been limited to financial measures.  

Theory suggests that the performance of a MCSP ought to be assessed on a broader scale 

than conventional output measures. Organizational ambidexterity has been positively 

associated with a broad variety of performance measures and thus it is used as an 

assessment tool in this study in response to the need for performance measurement on a 

broader scale than financial output.  

Purpose: The purpose of this study is to describe the MCSP in two different phases in 

the case organization and assess how the MCSP in these two phases promotes the 

organization’s ability to achieve organizational ambidexterity. 

Methodology: This study uses a qualitative research strategy and is limited to a single 

case study in a R&D organization within a Swedish medical technology company. Semi-

structured qualitative interviews have been used to collect empirical data.  

Conclusion: The MCSP in the two phases is composed of different MCSs that were found 

to be used differently. Within the MCSP in both phases, several linkages were revealed 

between control elements and that some MCSs function to achieve the purposes of other 

MCSs. This study further concludes that the MCSP of the current phase was found to 

promote organizational ambidexterity better than the MCSP in the previous phase due to 

it promoting a better balance between exploitation and exploration. 

Keywords: Management Control, Management Control Systems, Management Control 

Systems Package, Organizational Ambidexterity, Exploration, Exploitation 
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1. Introduction 
 

1.1 Background 
 

Management control systems (MCSs), defined as "those systems, rules, practices, values and 

other activities management put in place in order to direct employee behaviour" (Malmi & 

Brown, 2008, p. 290), have been one of the main research topics within academic accounting 

research for years (Malmi, 2013). Given the amount of time and resources that have been spent 

on this research field, and the differences among countries and the somewhat isolated research 

communities, it comes as no surprise that there are many different interpretations of what is 

meant by control and what MCSs are (Malmi, 2013). Further, Malmi (2013) sees it as 

surprising that in today’s globalized and interconnected research world, MCSs research has not 

resulted in a concept or system of concepts that are mutually acknowledged. This reminds us 

that this field of research is not yet mature (Malmi, 2013).  

The idea of MCSs operating together within a control package is not new and was first 

introduced by Otley (1980). However, since then there has been limited research on the subject, 

despite the idea being present in management accounting and management control (MC) 

literature for decades (Malmi & Brown, 2008).  

According to Malmi and Brown (2008), research on MCSs as a package could broaden our 

understanding of "...how to design MCS in order to produce desired outcomes” (Malmi & 

Brown, 2008, p. 288).  Thus, Malmi and Brown (2008) indicate that this concept is worth 

exploring for practitioners and researchers in order to better understand how organizations 

should build and use their set of MCSs and comprehend the associated implications of that 

design and usage.  

Based on their argument that individual MCSs do not operate in isolation, Malmi and Brown 

(2008) argue that it is important to study implications of MCSs as a package and not only see 

to the effects of individual MCSs. This is because individual MCSs could be grouped or 

coupled with others and be working as complements or substitutes in order to achieve desired 

ends (Malmi & Brown, 2008). This is confirmed in the findings by Sandelin (2008) and 

Kennedy and Widener (2008), which suggest that individual MCSs ought to be studied in 

relation to other MCSs in a package. Hence, studying these elements without taking into 

consideration the effects that these have on the whole management control systems package 
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(MCSP) can lead to inaccurate conclusions of their implications (Kennedy & Widener, 2008; 

Malmi & Brown, 2008; Sandelin, 2008). 

1.2 Problem  
 

Earlier research provides conceptual typologies and frameworks for what constitutes a MCSP 

(Malmi & Brown, 2008; Merchant & van der Stede, 2007; Simons, 1995). However, these 

frameworks do not address the issue if particular MCSs should or should not be expected to 

occur together (Hanzlick & Brühl, 2013). Sandelin (2008) and Kennedy and Widener (2008) 

found that there are interrelations and linkages between different MCSs in a package, which 

also is indicated by Malmi and Brown (2008).  Therefore, when studying and assessing any 

MCSP, these potential interrelations are of importance and ought to be investigated.  

There is a lack of empirical studies that explore MCSs as a package in order to increase the 

understanding of how MCSPs function (Malmi & Brown, 2008). Malmi and Brown (2008) 

further argue that “...with more refined conceptual and analytical approaches, case studies 

could be conducted in a range of theoretically different contexts" (Malmi & Brown, 2008, p. 

298). Hence, there is arguably a need for more empirical studies in different theoretical contexts 

that link theory to practice (Malmi & Brown, 2008).  

Otley (1999) argues that the measurement of performance and performance implications are of 

significant interest when evaluating MCSs. Earlier MC research has mainly focused on how 

MCSs affect financial performance (Otley, 1999). Otley (1999) states that "...the discipline of 

economics does not provide a sufficiently rich picture of the internal activities of organizations 

to provide reliable guidance to the designers of management control systems" (Otley, 1999, p. 

363). Thus a broader perspective of measuring and evaluating performance implications of 

MCSs is suggested (Otley, 1999).    

In response to the above described suggestions and initiatives of Otley (1999) combined with 

the stated need for studying MCSs as a package (Kennedy & Widener, 2008; Malmi & Brown, 

2008; Sandelin, 2008) in widely different theoretical contexts (Malmi & Brown, 2008) this 

study aims to assess how the functionality of a MCSP affects performance on a broader scale 

and beyond traditional financial output measures. A broad indicator for performance 

implications is the concept of organizational ambidexterity, defined as an organization's ability 

to successfully balance exploration and exploitation (March, 1991). This is because 

organizational ambidexterity has been positively associated with survival (Cottrell & Nault, 
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2004; March, 1991), growth (Auh & Menguc, 2005; Han & Celly, 2008), market valuation 

(Wang & Li, 2008) and innovation (Adler et al., 1999; McGrath, 2001; Tushman et al., 2010).  

Thus, the theoretical context on which this study will have its emphasis is how MCSPs support 

organizational ambidexterity, i.e. to what extent a MCSP promotes the pursuing of both 

exploration and exploitation in an organization (March, 1991). Gibson and Birkinshaw (2004) 

state that organizational ambidexterity is achieved through systems that collectively can create 

a context where organizational ambidexterity is attainable. This is confirmed by results in 

previous studies which show that the attainment of organizational ambidexterity is attributed 

to the MCSP in place (Sorsanen, 2009). Bedford (2015) also states that there is a relationship 

between MCSs and organizational ambidexterity since MCSs serve an important function 

when trying to balance exploration and exploitation. Therefore, the relation between MCSs and 

organizational ambidexterity has been proven as a relevant field of research. This relation will 

lay the investigative ground for this study.      

This study links the functionality of MCSPs to a broad variety of theoretical performance 

implication aspects through the assessment of the MCSP in an organizational ambidexterity 

context. As Malmi (2013) pointed out, the MC research field is not yet mature. There is still a 

limited amount of research studies that link MCSs to organizational ambidexterity or other 

non-conventional organizational performance measures. In doing this, this study contributes to 

the further maturity and expansion of the MCSs research field and to provide insights through 

the theoretical context in which it is studied.  

An important aspect when studying MCSs is that they are influenced by situational factors, 

such as the nature of activities and the internal and external environment of the organization 

(Fisher, 1998; Malmi & Brown, 2008). Therefore, studies in different empirical environments 

and situational contexts could contribute to broaden our understanding of the implications of 

MCSPs and enable future studies across different industries (Malmi & Brown, 2008). Malmi 

and Brown (2008) argue that it is of outmost importance to highlight the situational context 

variables in order to be able to draw accurate conclusions from the empirical data. This means 

that to be able to understand the design and use of the elements within the MCSP of our case 

organization one needs to understand the business settings influencing the actions and decision-

making within this organization (Malmi & Brown, 2008).    

The empirical environment of this study is that of a research and development (R&D) 

organization which is enrolled in activities related to product development which mainly are 
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of non-repetitive nature.  A R&D organization theoretically faces different control difficulties 

than other types of organizations due to a higher level of uncertainty deriving from the nature 

of its activities and the lack of knowledge of causal cause-and-effect relationships (McCarthy 

& Gordon, 2011; Silaen & Williams, 2009). Due to the special empirical context of the R&D 

organization relative other types of organizations (McCarthy & Gordon, 2011; Silaen & 

Williams, 2009) combined with organizational ambidexterity as the theoretical context, we 

hope to bring more knowledge and understanding to the MCSP research field in addressing the 

need for MCSP studies in widely different contexts as suggested by Malmi and Brown (2008).  

In order to study the implications of MCSP on the organization's ability to be ambidextrous we 

have described the MCSP of the case organization in two phases and assessed how the changes 

made in their MCSP have influenced their ability to be ambidextrous according to theory. 

These two phases are before and after a change of both corporate management and R&D 

divisional management and their revised design and use of MCSs in the R&D organization. 

We describe how these two different MCSPs promote ambidexterity and explain how the 

changes in the MSCP have led to the organization’s new ability to balance exploration and 

exploitation.  

 1.3 Objective and Research Questions  
 

The objective of our study is to describe the MCSP, before and after a change process, and how 

it supports the achievement of organizational ambidexterity according to theory in these two 

phases. Further it aims to explain how and what changes have influenced the better or worse 

ability to balance exploration and exploitation in regard of the situational contexts and changes 

made at these phases. The previous phase, which is before the change process, is the time 

previous to the fall of 2014 when the new Head of R&D was recruited. The current phase is 

today, spring 2016 and refers to after the change process.   

This leads us to our research questions that we aim to answer with this thesis.   

RQ1. What MCSs are included in the MCSP before and after the period of change and how do 

they interrelate? 

RQ2. How does the MCSP in the two phases promote the organization's ability to be 

ambidextrous? 
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1.4 Research Contribution 
 

The research contribution from this study derives from the stated need for more empirical case 

studies that link MCSs practice to theory (Berry et al., 2009; Malmi & Brown, 2008). More 

specifically we aim to address the need for more case studies in different theoretical and 

situational contexts in order to gain more understanding of how control elements operate as a 

package (Malmi & Brown, 2008).  

There is one previous qualitative study that has linked MCSP to the promotion of 

organizational ambidexterity which was conducted by Sorsanen (2009). Sorsanen (2009) 

concluded that the achievement of organizational ambidexterity can be attributed to the MCSP 

in place. The study of Sorsanen (2009) did however investigate the link between MCSPs and 

organizational ambidexterity in two business units at the same point in time. Our study links 

MCSP to organizational ambidexterity by studying the MCSP of a single business unit before 

and after a process of change, and explain how changes in the MCSP has altered the ability to 

balance both exploration and exploitation. Therefore, our study is unique and contributes with 

knowledge and insights of the implications of changes in design and use of MCSs in a MCSP 

and how this affects the promotion of organizational ambidexterity. This study further 

contributes with knowledge of how the MCSs in a MCSP interrelate and that MCSs can be 

used to fulfil the function or purpose of other MCSs. 

This study is made in Sweden, by Swedish students at a Swedish company. Malmi (2013) 

argues that geographical areas and researchers in different regions have different interpretations 

of frameworks. Practices of MC in these countries can also differ and therefore it is of outmost 

importance to take this into consideration as a reader (Malmi, 2013). This leads us to the 

understanding that findings of this sort from all parts of the world are of importance in 

contributing to an overall understanding of MC and MCSs as package (Malmi, 2013).  

1.5 Delimitations 
 

We have limited our study to single a case study of one business unit within one company. 

Other alternatives would have been to do a multi-case study or a comparative case study of 

entire companies or several business units within the same company in order to get more 

empirical evidence as ground for the analysis and results of the study. However, these 

alternatives were deemed as non-feasible in regard of our research scope and objective. A 

multi-case study or comparative case study would require more time or manpower in order to 
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complete the study within four months that were provided as the given time frame to complete 

our thesis. This is due to the difficulties in understanding and interpreting MCSs and their 

function as a non-practitioner.  

1.6 Disposition 
 

Chapter 2 – Theoretical framework: This chapter includes relevant theories and theoretical 

concepts that constitute the theoretical perspective of this study.  

Chapter 3 - Method: Here we describe and motivate our choice of research approach and the 

practical aspects of how we have performed our study so that the reader will have a greater 

understanding of the results and outcomes of the study.  

Chapter 4 – Empirical evidence: In this chapter we present the gathered empirical findings 

from the case organization which are organized thematically.  

Chapter 5 – Analysis: To be able to draw conclusions from our case study we have connected 

the gathered empirical evidence to existing theory within the two fields of research constituting 

the study's theoretical perspective.  

Chapter 6 – Conclusion and suggestions for future research: In this chapter we provide 

answers to our two research questions that are based on our analysis. From the conclusions of 

our study we have also formulated suggestions for further research. 
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2. Theoretical Framework 
 

Since this thesis aims to assess the implications of a MCSP in an organizational ambidexterity 

context, this chapter has been structured in order to facilitate the understanding of important 

concepts in these two theoretical fields and how research has related them to each other.  

This chapter consists of three sections and constitutes the theoretical perspective which will be 

used in the analysis of the empirical data. Firstly, MCSs as well as the concept of MCSP and 

its conceptual variables will be defined and explained. Secondly, organizational ambidexterity, 

its antecedents and its relation to performance will be described. Lastly, we have compiled the 

theoretical linkages between the control variables which are included in the conceptual 

framework presented by Malmi and Brown (2008) and organizational ambidexterity. 

 

2.1 Management Control Systems 
 

The first and major challenge for all researchers within the MCSs research field is to define 

what is meant by a MCS (Fisher, 1998). There is no universally accepted definition or 

description of what actually constitutes a MCS or a MCSP (Malmi & Brown, 2008). Some 

definitions are similar whereas some others are significantly different from each other 

(Abernethy & Chua, 1996; Chenhall, 2003; Malmi & Brown, 2008; Merchant & Van der Stede, 

2007; Simons, 1995). The different views on MCSs create challenges in researching and 

studying aspects of MCSs (Fisher, 1998; Malmi & Brown, 2008), due to lack of clarity and 

uncertainty of what a MCS is actually supposed to control, and what performance should be 

measured and evaluated (Malmi & Brown, 2008). The inconsistencies in how MCSs should be 

conceptualized and defined also imply difficulties in analyzing and interpreting research results 

within the MC research field (Malmi & Brown, 2008).  

Due to the above described reasons, this chapter starts with describing the definition of MCSs 

we are applying in this study and how it differs from other definitions.  

The definition of MCS we apply throughout this study is based upon the proposed definition 

by Malmi and Brown (2008). We find it suitable and necessary for the consistency in our 

analysis to use the same definition as the MCSP typology we have applied in classifying the 

empirical evidence, which is also developed by Malmi and Brown (2008). Malmi and Brown’s 

(2008) definition balances broad and narrow descriptions of MCSs which implies that it does 
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not notably conflict with other descriptions and is therefore easier to generalize in the MCSs 

research field. Furthermore, relative other definitions which could require the researcher to 

investigate sub concepts in the definition, e.g. goal congruence (Merchant & Van der Stede, 

2007), the definition of Malmi and Brown (2008) is easier to apply on gathered empirical data. 

Malmi and Brown's (2008) proposed description of what defines a MCS is: "those systems, 

rules, practices, values and other activities management put in place in order to direct 

employee behavior should be called management controls" (Malmi & Brown, 2008, p. 290). 

Further they argue that in order clarify the concept of MCSs it is necessary to start with the 

management problem of directing and controlling the behavior of employees. Thus 

management accounting systems that are unmonitored and not used to alter patterns in activities 

and behavior are not considered as MCSs according to Malmi and Brown (2008).  

The ways in which MCS definitions differ are in inclusion of control elements, scope and 

purpose. In their definition, Malmi and Brown (2008) take a broader and more inclusive 

approach than other descriptions and definitions which state that MC is fundamentally about 

behavioral control with emphasis on creating goal congruence (Abernathy & Chua, 1996; 

Merchant & Van der Stede, 2007).  

However, Malmi and Brown's (2008) definition is narrower to its nature than the description 

proposed by Chenhall (2003) since it excludes accounting systems used for decision support 

only. Chenhall (2003) describes a MCS as a broad term that could include external market and 

client information, management accounting systems and also other types of controls such as 

clan controls and personnel controls.  

MCSs can also differ in the ways in which they are used (Simons, 1995). Simons (1995) focuses 

on formal information based systems and routines and argues that these are MCSs if they are 

used to maintain or alter patterns in organizational activities. However, if they are not used for 

this purpose they are rather information for decision-making and not MCSs (Simons, 1995). 

2.2 Management Control Systems as a Package  
 

This section focuses on why MCSs should be studied as a package and discusses different 

frameworks which leads up to a motivation of the framework used in this study. Further, this 

framework and its conceptual variables are defined and explained. 
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2.2.1 Reasons to Study MCSs as a Package 

 

Otley (1980) was the first author to acknowledge the fact that controls can and are formed as a 

package and not as separate controls. "It is often impossible to separate the effect of an AIS 

from other controls; they act as a package and must be assessed jointly." (Otley, 1980, p. 422).  

According to Malmi and Brown (2008) there are several reasons why it is important to study 

MCSs as a package. The first reason has to do with that “…MCS do not operate in isolation” 

(Malmi & Brown, 2008, p. 287), which is the whole underlying reason for the package 

phenomenon. Controls or systems have been studied as single themes or practices that do not 

seem to have many linkages between them, however, these themes or practices are part of a 

broader control system and therefore need to be studied as a whole (Chenhall, 2003). 

Companies employ various MCSs that may have linkages, and therefore the operation of one 

system is most likely affected by other MCSs (Abernethy & Brownell, 1997). 

Academics have acknowledged the fact that controls, to a large extent, need to be analyzed and 

seen as a system operating together when designing MCSs (Fisher, 1998; Otley, 1999; Malmi 

& Brown, 2008). According to Bedford (2006), a MCSP is constructed when different MC 

elements operate together to collectively ensure the achievement of organizational goals. 

However, the challenge lies in trying to design different elements within a MCSP (Fisher, 

1998).  Further, Fisher (1998) and Flamholtz (1983) mean that if the linkages between the 

different MCSs elements are not adequate, then the intended functions that these controls are 

meant to fulfill may not be achieved.  

Kennedy and Widener (2008) and Sandelin (2008) conducted studies where the concept of 

MCSP and the interrelations among MCSP variables were of central importance in their 

findings. Kennedy and Widener (2008) found that the interrelations among the MC components 

were evident and they state to have found both unidirectional and bidirectional relations in an 

"interlocking system" (Kennedy & Widener, 2008, p. 320). The study performed by Sandelin 

(2008) generated similar results and he concluded that "...the functionality of a control package 

depends on internal consistency, specifically on the reciprocal linkages of design and use 

between a primary mode of control and other control elements" (Sandelin, 2008, p. 324).  

 

 



10 
 

2.2.2 Conceptual Frameworks for Studying MCSPs 

 

Sandelin (2008) concluded in his study that there are several conceptual frameworks available 

for studying MCSs as a package. Three widely used frameworks for classifying MCSs are those 

developed by Malmi and Brown (2008), Merchant and Van der Stede (2007) and Simons 

(1995). 

Malmi and Brown's (2008) conceptual framework has been applied in this thesis for several 

reasons. In order to show how we reached this conclusion to use their typology we have 

considered the similarities, differences and suitability of the three above mentioned 

frameworks. This was done since Malmi (2013) points out the need to compare and contrast 

various conceptual frameworks in order to reach some form of common agreement on what the 

frameworks actually mean for us. 

The first way the three frameworks differ from each other is the way they are used by managers. 

Malmi and Brown (2008) and Merchant and Van der Stede's (2007) frameworks have to do 

with what controls that are available to senior management in order to guide employees’ 

behaviors and actions so that they are aligned with the organization’s goals. Simons’ (1995) 

framework however, has a different focus. His framework has to do with guiding 

management’s attention among controls rather than the controls that are available to them to 

guide behavior (Sorsanen, 2009). Since this thesis examines the control systems available to 

senior management, the other two frameworks seem more appropriate for the analysis in this 

study. Simons’ (1995) framework has also received criticism for not being broad enough (Bisbe 

et al., 2007) and for having vague and ambiguous definitions (Tessier & Otley, 2012). Bisbe et 

al. (2007) argue that Simons’ (1995) interactive control is one of the most ambiguous terms in 

MCSs research. This was one of the reasons why Tessier and Otley (2012) presented a 

development of Simons’ (1995) levers of control framework. 

Regarding Merchant and Van der Stede’s (2007) object of control framework and Malmi and 

Brown's (2008) typological framework, many similarities exist between the two frameworks. 

However, there are three main differences between the two frameworks according to Sorsanen 

(2009). Firstly, unlike Merchant and Van der Stede (2007) who present in their framework that 

both planning and budgeting are a part of the same financial results control system, Malmi and 

Brown (2008) mean that these should be separated since planning does not have to be closely 

related with finance. Malmi and Brown (2008) choose to consider planning as a separate system 

within the MCSP for the reason of it having a major role in directing employee behavior.  
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Malmi and Brown (2008) state that operational and strategic planning are MCSs when they are 

effective in directing employee behavior and actions.  

The second main difference between the frameworks is that Malmi and Brown's (2008) 

definition of administrative controls includes more elements than the action controls explained 

by Merchant and Van der Stede (2007) which can be seen as each other’s counterparts 

(Sorsanen, 2009). Malmi and Brown's (2008) administrative controls are more extensive since 

they also include organizational structure, something that has been regarded as a contingent 

variable in previous MCS research (Sorsanen, 2009).  

The third and last difference is that the frameworks classify similar controls under different 

groups of controls (Sorsanen, 2009). In their framework, Merchant and Van der Stede (2007) 

consider personnel controls (training, selection and placement and job design) as a distinct 

group of controls, whilst Malmi and Brown (2008) have included training under both 

administrative and cultural controls depending on the type of training. Malmi and Brown 

(2008) have placed selection under cultural controls, and finally they have put placement and 

job design under administrative controls.  

Malmi and Brown’s (2008) framework has many strengths, mainly due to the scope of how 

they define the MCSs forming a MCSP. Malmi and Brown (2008) have used previous research 

in order to make a more complete framework than previous authors (Sorsanen, 2009). Also the 

way in which the package is compiled is of importance (Sorsanen, 2009). The cultural controls 

at the top of the package indicate that they are broad, take a long time to change and they 

provide a frame for the other controls (Malmi & Brown, 2008). The mid-section of the package 

consists of planning, cybernetic and reward and compensation controls which are linked and 

therefore presented in a sequential order from left to right (Malmi & Brown, 2008). Finally, 

the administrative controls at the bottom "…create the structure in which planning, cybernetic, 

and reward and compensation control are exercised" (Malmi & Brown, 2008, p. 295). Malmi 

and Brown’s (2008) framework provides us with a typology which can be used to study 

organizations and their controls empirically (Sorsanen, 2009). A figure of the package can be 

found in appendix A. 

2.2.3 Malmi and Brown (2008) Framework 

 

Malmi and Brown (2008) provide a typological framework that facilitates studies of MCSs as 

a package. Malmi and Brown (2008) state that the framework is sufficiently broad in order to 
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use and apply in empirical studies. The aim of the framework is to help future research reveal 

and examine the relations between different subsystems in the wider MCSP (Malmi & Brown, 

2008). The framework focuses on the controls that managers use to guide employees’ behaviors 

and actions, i.e. how managers ensure that the behavior of employees is aligned with the 

organization’s strategy and objectives (Malmi & Brown 2008). 

Malmi and Brown’s (2008) framework is divided into five groups as shown in appendix A: (i) 

cultural controls, (ii) planning controls, (iii) cybernetic controls, (iv) reward and compensation 

controls and (v) administrative controls. These will now be presented separately in detail.  

Cultural Controls 

Malmi and Brown (2008) argue that culture is a control when it is used to guide behavior. For 

this reason, Malmi and Brown (2008) mean that managers can if they choose to do so, use 

culture as a control system. Malmi and Brown (2008) consider three aspects of organizational 

culture being used as MCSs: (i) value-based controls, (ii) symbol-based controls and (iii) clan 

controls.  

Value-based controls are based on Simons’ (1995) description of beliefs systems, and are put 

in place in order to communicate core values derived from the company’s strategy (Malmi & 

Brown, 2008). In short it means what values mangers want subordinates to adopt (Malmi & 

Brown, 2008). Malmi and Brown (2008) argue that values have an effect on behavior in a three-

level process, the first having to do with the organization recruiting individuals with matching 

values of the organization. The second has to do with individuals getting influenced by the 

company and its members and through this adopting the same values as the organization 

(Malmi & Brown, 2008). The third is when the values are communicated to employees, making 

them act accordingly even if they do not support the values (Malmi & Brown, 2008).  

Symbol-based controls have to do with visible expressions that organizations create in order to 

put in place a certain culture (Malmi & Brown, 2008). Example of these are workspace design 

or dress codes and they are put in place in order to convey a certain type of culture (Malmi & 

Brown, 2008).  According to Malmi and Brown (2008), an open work-place can be created in 

order to create a certain culture of communication and collaboration between colleagues. 

With clan cultures, Malmi and Brown (2008) mean that within organizations there are 

subcultures or clans, and within these clans a set of individuals share values that have come to 

them through a socialization process.  
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Planning Controls 

Planning controls serve many purposes in an organization (Malmi & Brown, 2008). Flamholtz 

et al. (1985) argue that planning “…is an ex ante form of control” (Flamholtz et al., 1985, p. 

39). This is because planning directs the desired behavior and effort by setting goals for all the 

functional areas within an organization (Flamholtz et al., 1985). Planning also communicates 

to the employees within an organization what effort and behavior that is expected of them 

through the standards that it provides by putting these into relation of the organization’s goals 

(Malmi & Brown, 2008). Planning controls are useful in the sense that they can enable 

coordination between business units and align a set of goals across these units within an 

organization (Malmi & Brown, 2008). This results in a control of the activities of groups and 

individuals that further ensures that they act according to the demands of the organization 

(Malmi & Brown, 2008). 

Malmi and Brown (2008) present two broad approaches to planning controls. The first has to 

do with action planning, where the organization’s goals and actions in the near future are set, 

usually for a twelve-month period. Long-range planning is where the goals and actions for the 

medium and long run are set and serve a strategic purpose (Malmi & Brown, 2008).  Regarding 

planning controls Malmi and Brown (2008) highlight the importance for researchers to 

understand how the company's planning controls are used. Two ways are mentioned:  

"It is important for researchers to understand whether planning is done simply 

to decide on future activities or whether the process involves building 

employees' commitment to these plans." (Malmi & Brown 2008, p. 292).    

Cybernetic Controls 

Malmi and Brown (2008) argue that principles of cybernetic nature are strongly connected with 

MC and have been so for a considerable amount of time. Malmi and Brown (2008) refer to 

Green and Welsh’s (1988) definition of cybernetic control on which their classifications of 

cybernetic controls are developed:  

"…a process in which a feedback loop is represented by using standards of 

performance, measuring system performance, comparing that performance to 

standards, feeding back information about unwanted variances in the systems, 

and modifying the system's comportment" (Green & Welsh, 1988, p. 289).  
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A cybernetic control can take two roles according to Malmi and Brown (2008). It can be an 

information based decision support system or a MCS depending on how it is used. If managers 

themselves detect a deviance and correct it by modifying employees’ behavior or the activity 

that originally caused this deviance without anyone else’s involvement, then the cybernetic 

system would be an information and decision-support system (Malmi & Brown, 2008). 

However, the establishment of accountability for all variations in performance takes a 

cybernetic system from being an information based system for decision support to being a MCS 

(Malmi & Brown, 2008).  

Cybernetic controls contain four basic systems, each one having been discussed and written 

about in prior literature. These are: (i) budgets, (ii) financial measures, (iii) non-financial 

measures and (iv) hybrids which contain both financial and non-financial measurement 

systems. Despite of its many criticisms, budgeting still plays a big role in many organizations 

and is therefore important to consider (Ekholm & Wallin, 2000). Budgeting has many uses, 

however, when used as a MCS it focuses on "…planning acceptable levels of behaviour and 

evaluating performance against those plans" (Malmi & Brown, 2008, p. 293).   

A commonly used control is where employees are held accountable for specific financial 

measures (Malmi & Brown, 2008). These measures can be related to the budget where 

information in the budget is used to set financial targets (Malmi & Brown, 2008). Worth noting, 

however, is that the budget is not a financial performance measurement system. Its use is 

significantly broader than financial performance measures such as return on investment (ROI) 

and economic value added since these are narrower and more specific (Malmi & Brown, 2008). 

The non-financial measures are according to Malmi and Brown (2008) increasing in 

importance in the MCSs practiced within modern organizations. This is due to that they may 

be used to overcome some limitations and problems that financial measures imply since they 

can complement financial measures in specifying performance drivers (Malmi & Brown, 

2008).  

The last groups of measures are those of hybrid measurement systems. These can contain both 

financial and non-financial measures, often through a mix of these (Malmi & Brown, 2008). 

These have been used for some time now with early examples being management by objectives, 

and more recent examples that of the balanced scorecard (Malmi & Brown, 2008). 
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Rewards and Compensation Controls 

Rewards and compensation controls play a vital role in increasing employees’ performance 

and motivation (Malmi & Brown, 2008). This through creating goal congruence between their 

activities and the organization's goals (Bonner & Sprinkle, 2002). This argument holds up 

because rewards and compensation controls’ presence in organizations have been seen to lead 

to increased effort from employees compared to if they were absent (Bonner & Sprinkle, 2002). 

Bonner and Sprinkle (2002) reviewed previous research studies on incentives and concluded 

that incentives increase employees’ effort and performance through focusing the individuals' 

effort on the task. Bonner and Sprinkle (2002) also meant that this relation of effort and task 

could affect performance. 

Malmi and Brown (2008) have given rewards and compensation its own group in the 

framework although rewards and compensation controls are closely linked to cybernetic 

controls. There is also another common form of awards, group rewards that serve the purpose 

of encouraging culture and to retain employees (Malmi & Brown, 2008). Malmi and Brown 

(2008) argue that this field needs more research, where rewards and compensations intended 

purposes are linked to other forms of MCSs. 

Administrative Controls 

"Administrative control systems direct employee behaviour through the 

organizing of individuals and groups, the monitoring of behaviour and who you 

make employees accountable to for their behaviour, and the process of 

specifying how tasks or behaviours are to be performed or not performed." 

(Malmi & Brown, 2008, p. 293).   

In their framework Malmi and Brown (2008) consider three different groups of administrative 

controls: (i) organization design, (ii) governance structures and (iii) policies and procedures.  

Organization design and structure is important to study because different types of structures 

can encourage different types of contacts and relationships within a company (Abernethy & 

Chua, 1996; Alvesson & Karreman, 2004). Several researchers consider organization design 

and structure as not being a part of the administrative controls (Malmi & Brown, 2008). 

However, Malmi and Brown (2008) included it because it is something that managers can 

change and therefore can be considered as a MCS.  
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When Malmi and Brown (2008) describe governance structure they relate it to a companies’ 

board composition and its structure as well as all the different management and project teams. 

Systems, such as meetings and meeting schedules are important since they can enable different 

functions in an organization to coordinate organizational activities (Malmi & Brown, 2008). 

With governance structures Malmi and Brown (2008) mean how managers generally direct 

employee behavior through behavioral oversight and formal lines of authority and 

accountability in the organizational hierarchy (Malmi & Brown, 2008).  

Policies and procedures is the bureaucratic way of specifying the wanted behavior within an 

organization (Malmi & Brown, 2008). Policies and procedures include amongst others, 

standard operating procedures and practices as well as policies and rules (Malmi & Brown, 

2008). Merchant and Van der Stede's (2007) action controls (i.e. behavioral constraints, pre-

action reviews, and action accountability) are examples of elements that are included in policies 

and procedures according to Malmi and Brown (2008).  

2.3 Organizational Ambidexterity  
 

This section introduces a definition of organizational ambidexterity and explains important 

concepts and antecedents of organizational ambidexterity. Further, it highlights its relation to 

performance and thus ties it to the problem statement and purpose of the study. The purpose of 

the study is to use organizational ambidexterity as a theoretical tool for evaluating the 

implications of the MCSP in place in our case organization and therefore this section has been 

structured accordingly.  

2.3.1 Definition of Organizational Ambidexterity  

 

Duncan (1976) was the first scholar to actually use the words organizational ambidexterity. 

The wide and profound interest in the concept of organizational ambidexterity was triggered 

by March's (1991) article according to Raisch and Birkinshaw (2008). Organizational 

ambidexterity is referred to as an organization’s ability to pursue two different orientations at 

the same time (March, 1991). More specifically this means that an ambidextrous organization 

achieves alignment in current activities as well as being able to adapt effectively to potential 

changes in demands in the external environment in which it operates (Gibson & Birkinshaw, 

2004). Other scholars (e.g. March, 1991; He & Wong, 2004; Levinthal & March, 1993; 

Tushman & O'Reilly, 1996) term these two orientations as exploration and exploitation, which 
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are the most commonly used terms in organizational ambidexterity literature. Levinthal and 

March (1993) provide a clear definition of what being ambidextrous means:  

"The basic problem confronting an organization is to engage in sufficient 

exploitation to ensure its current viability and, at the same time, to devote 

enough energy to exploration to ensure its future viability." (Levinthal & 

March, 1993, p. 105).  

Exploration 

March (1991) proposes that exploration and exploitation are two different learning activities 

for organizations and that they need to divide their resources and attention among these. 

According to March (1991), exploration is captured by the following terms: "…search, 

variation, risk taking, experimentation, play, flexibility, discovery, innovation" (March, 1991, 

p. 71). He and Wong (2004) argue that exploration is associated with “…organic structures, 

loosely coupled systems, path breaking, improvisation, autonomy and chaos, and emerging 

markets and technologies” (He & Wong, 2004, p. 481). Benner and Tushman (2003) refer to 

exploration as the radical innovations or innovations for emerging markets or customers since 

it builds upon new knowledge. 

Exploitation 

March (1991) means that exploitation is captured by "…refinement, choice, production, 

efficiency, selection, implementation, execution" (March, 1991, p. 71).  Exploitation is 

according to He and Wong (2004) associated with “…mechanic structures, tightly coupled 

systems, path dependence, routinization, control and bureaucracy, and stable markets and 

technologies” (He & Wong, 2004, p. 481). Benner and Tushman (2003) refer to exploitation 

as the incremental innovations made to satisfy existing customers since it builds upon existing 

knowledge.  

Balancing Exploration and Exploitation 

March (1991) means that organizations need to have an appropriate balance between 

exploration and exploitation in order to have system survival in the long-term. This is 

strengthened by He and Wong (2004) and Tushman and O’Reilly (1996) who argue that firms 

need to achieve a balance between the two orientations in order to be successful. March (1991) 

means that it is hard to balance exploration and exploitation since both are essential for 
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organizations, but they compete for scarce resources. For this reason, organizations need to 

make choices between the two (March, 1991).  

Raisch and Birkinshaw (2008) have acknowledged the fact that researchers working in 

different literature streams have all contributed in their own way on the discussion of 

organizational ambidexterity. The contradictions of exploration and exploitation and the ways 

to balance the two have been discussed in different ways, including the elements: 

organizational learning, organizational adaptation, technological innovation, organizational 

design and strategic management (Raisch & Birkinshaw, 2008). These elements indicate that 

there is a need to achieve an adequate balance between exploration and exploitation, where one 

cannot come at the cost of the other (Raisch & Birkinshaw, 2008).  

2.3.2 Organizational Ambidexterity and Performance 

 

Lately many researchers have looked into the implications on performance that organizational 

ambidexterity can have (Raisch & Birkinshaw, 2008). Theory suggests that successful 

attainment of organizational ambidexterity has a positive impact on business performance and 

performance sustainability (Gibson & Birkinshaw, 2004; March, 1991; Tushman & O'Reilly, 

1996). March (1991) and Tushman and O'Reilly (1996) assert that both exploration and 

exploitation are necessary for sustaining business performance over time. However, both these 

variables are competing for limited resources and organizations that invest in one of the 

variables in exclusion of the other are likely to suffer costs (March, 1991).   

Gibson and Birkinshaw (2004) found that high performing business units could develop the 

capacity to successfully balance exploration and exploitation by "...aligning themselves around 

adaptability" (Gibson & Birkinshaw, 2004, p. 221).  

March (1991) asserts that the major difficulty in balancing exploration and exploitation is the 

vulnerability of exploration. He and Wong (2004) argue, in line with March (1991), that 

explorative firms have a larger performance variation since they face either success or failure, 

whilst exploitative firms are most likely to generate more stable performances. 

This line of argumentation is supported by various empirical studies covering a range of 

organizational levels that have concluded that the achievement of both exploration and 

exploitation, i.e. organizational ambidexterity has a positive impact on survival (Cottrell & 

Nault, 2004; March, 1991) growth (Auh & Menguc, 2005; Han & Celly, 2008), market 
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valuation (Wang & Li, 2008) and innovation (Adler et al., 1999; McGrath, 2001; Tushman et 

al., 2010).  

2.3.3 Antecedents of Organizational Ambidexterity 

 

Over the past years, researchers have investigated the antecedents of organizational 

ambidexterity. This research has stemmed into three main paths to organizational 

ambidexterity. These are: (i) structural ambidexterity, (ii) contextual ambidexterity and (iii) 

leadership processes (Gibson & Birkinshaw, 2004; Raisch & Birkinshaw, 2008).  

Structural Ambidexterity 

Duncan (1976) states that organizations can manage trade-offs between exploration and 

exploitation by putting in place dual structures. With this Duncan (1976) means that certain 

business units focus on alignment and others on adaptation. Alignment is referred to as the 

coherence among activities in a business unit, in other words working together towards the 

same goals (Gibson & Birkinshaw, 2004). With adaptability, Gibson and Birkinshaw (2004) 

refer to how business units can change their business activities to meet new environment 

demands. Duncan's (1976) study is what later resulted in Gibson and Birkinshaw's (2004) term 

structural ambidexterity, which means that ambidexterity in organizational structures can be 

achieved by "…developing structural mechanisms to cope with the competing demands faced 

by the organization for alignment and adaptability" (Gibson & Birkinshaw, 2004, p. 211). 

Structural solutions for achieving ambidexterity have to do with parallel structures and spatial 

separation (Raisch & Birkinshaw, 2008). Spatial structures are presented by Duncan (1976) 

and O'Reilly and Tushman (2004) as when two structurally different and independent business 

units are put into place in order to pursue either exploration or exploitation. Business units that 

pursue exploration are expected to be rather small in size with decentralized and loose 

processes while business units that pursue exploitation are expected to be larger, more 

centralized and with tight processes (Tushman & O´Reilly, 1996). One reason why a company 

would like to make this structural difference is to maintain different competencies that address 

different and diverse demands (Raisch & Birkinshaw, 2008). There has been a wide discussion 

around how and to what extent these business units should be integrated (Raisch & Birkinshaw, 

2008). One explained way to achieve this is through strategic integration across business units 

where coordination among senior management and a strong culture are needed (Raisch & 

Birkinshaw, 2008). 



20 
 

Unlike spatial structures, parallel structures allow people to switch back and forth between two 

or more business units (Stein & Kanter, 1980). Goldstein (1985) made a distinction between 

primary and secondary structures where primary structures can be used for routine tasks and 

maintenance. Additional secondary structures, e.g. project teams, can be used to support non-

routine tasks and innovation as well as balance the limitations of the primary structures 

(Goldstein, 1985). Adler et al. (1999) argue that efficiency and flexibility come from the 

complementary structure coexisting with the primary structure. The distinction between spatial 

separation and parallel structures is according to Gibson and Birkinshaw (2004) that parallel 

structures allow competing demands for both exploration and exploitation within a single 

business unit.  

Regarding structural ambidexterity, many studies have emphasized the fact that structural 

separation alone cannot achieve organizational ambidexterity (Tushman & O’Reilly, 1996). 

This since there is a need for several additional mechanisms to coordinate and integrate both 

exploratory and exploitative efforts across business units (Tushman & O´Reilly, 1996). For 

this reason, literature proposes additional factors to support structural ambidexterity, namely 

leadership processes and supporting contexts (O´Reilly & Tushman, 2004). These mechanisms 

include things like a common culture, clear values and vision as well as an aligned senior team 

with a common bonus system (O´Reilly & Tushman, 2004).  

Structural ambidexterity can be summarized then as a solution where two activities are carried 

out in different organizational business units (Raisch & Birkinshaw, 2008).  

Contextual Ambidexterity 

Gibson and Birkinshaw (2004) define contextual organizational ambidexterity as "…the 

behavioral capacity to simultaneously demonstrate alignment and adaptability across an entire 

business unit" (Gibson & Birkinshaw, 2004, p. 209). Instead of structural ambidexterity, 

Gibson and Birkinshaw (2004) argue that ambidexterity is best achieved by building business-

unit contexts that encourages employees to make their own trade-offs between activities 

oriented towards either alignment or adaptability.  

Tushman and O'Reilly (1996) identified that a decentralized organizational structure combined 

with a common culture and vision as well as supportive leaders and managers as the successful 

factors in order to achieve ambidexterity within a business unit. This is further supported by 

Jansen et al. (2006) who conclude that a combination of a decentralized organization as well 

as connectedness makes an environment for ambidexterity and the ability to pursue both 
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exploratory and exploitative innovations at the same time1. Bartlett and Ghosal (1998) are on 

the same path, meaning that an organization should focus on building a shared vision, 

recruitment and selection, training and career paths for management in order to stimulate a 

company to pursue both exploitative and explorative orientations.   

Gibson and Birkinshaw's (2004) study led to the result that when a supportive organizational 

context is created, individuals within this organization engage in both exploitation-oriented 

actions (working toward alignment) and exploration-oriented actions (working toward 

adaptability). The final result of when a supportive organizational context is created is 

contextual ambidexterity, which with time enhances performance for organizations (Gibson & 

Birkinshaw, 2004).  

Contextual solutions to ambidexterity can then be summarized as, when two activities are 

allowed to be pursued within the same business unit (Raisch & Birkinshaw, 2008). 

Leadership Processes  

Leaders, especially senior executives play a vital role in fostering ambidexterity in firms and 

business units (Raisch & Birkinshaw, 2008). There have been studies where leadership has 

been seen as a supporting factor when trying to implement either structural or contextual 

ambidexterity (Raisch & Birkinshaw, 2008).  Gibson and Birkinshaw (2004) highlight this fact 

in stating that senior executives play an important role in making an organizational context able 

to achieve ambidexterity. Unlike these studies, Lubatkin et al. (2006), highlight the fact that 

leadership processes should be seen as an independent antecedent of organizational 

ambidexterity due to their importance in fostering and sustaining organizational ambidexterity. 

Gibson and Birkinshaw (2004) further highlight the importance of leaders in concluding that 

one common theme amongst the least ambidextrous business units was that they were suffering 

from inconsistent management. 

                                                           
1 In the presented study, decentralization is referred to as the extent authority is delegated out 

in the organization to lower levels. Connectedness is regarded as a governance mechanism 

that facilitates the exchange of knowledge through the density of social relations (Jansen et 

al., 2006). 
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Leadership-based solutions can be summarized as the way in which top management are 

responsible for coordinating and responding to the possible tensions between the two activities 

of exploration and exploitation (Raisch & Birkinshaw, 2008). 

2.4 Management Control Systems and Organizational Ambidexterity 
 

In this section the control variables are linked to organizational ambidexterity. Under each 

control group we present research that has linked components of the different control variables 

included in the typology proposed by Malmi and Brown (2008) to organizational 

ambidexterity. This has been done in order to facilitate the analysis of how the studied MCSPs 

support organizational ambidexterity and to increase understanding of how the function of 

MCSs affects an organization's ability to be ambidextrous.  

Gibson and Birkinshaw (2004) link the mechanisms of ambidexterity to MCSs as a package in 

arguing that ambidexterity cannot be achieved by the works of individual factors such as good 

leadership or a suitable organizational structure. They further argue that: 

"...it is achieved by building a carefully selected set of systems and processes 

that collectively define a context that allows the meta-capabilities of alignment 

and adaptability to simultaneously flourish, and thereby sustain business-unit 

performance" (Gibson & Birkinshaw, 2004, p. 210).  

Gibson and Birkinshaw (2004) thereby assert that in order to achieve ambidexterity a set of 

systems, which could equally be labeled as a package of systems need to be designed to enable 

or promote the ability to balance exploration and exploitation.  

Tushman and O'Reilly (1996) also link organizational ambidexterity to controls within an 

organization in stating that ambidextrous organizations have “the ability to simultaneously 

pursue both incremental and discontinuous innovation and change results from hosting 

multiple contradictory structures, processes and cultures within the same firm" (Tushman & 

O'Reilly, 1996, p. 24). Furthermore, O'Reilly and Tushman (2008) argue that "...ambidexterity 

requires a coherent alignment of competencies, structures and cultures" (O'Reilly & Tushman, 

2008, p. 190).  

Thus, the above statements by prominent scholars prove theoretical linkages between 

organizational ambidexterity and the building of a set of systems to achieve it. Below, we relate 
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the MCSP variables as proposed by Malmi and Brown (2008) to organizational ambidexterity 

based on research that link control variables to organizational ambidexterity.  

Cultural Controls and Organizational Ambidexterity 

Malmi and Brown (2008) describe the steering of aspects of organizational culture as a MCS 

when used as a mean to generate a desired behavior among members within an organization. 

Further, they argue that cultural controls are constituted by clans, values and symbols (Malmi 

& Brown, 2008). According to literature within the organizational ambidexterity research field 

(Gibson & Birkinshaw, 2004; Tushman & O'Reilly, 1996), culture and ambidextrous 

organizations seem to be tightly linked and culture is described as a critical factor in order to 

lay the ground for achieving organizational ambidexterity. Bartlett and Ghosal (1998) mean 

that an organization should focus on building a shared vision as well as recruitment and 

selection in order to create a cultural context in which ambidexterity is obtainable. This goes 

in line with Malmi and Brown (2008) who argue that a shared cooperative vision and values 

are critical for an organization.   

Tushman and O'Reilly (1996) found that ambidextrous organizations have a strong emphasis 

on cultural controls and that they are tight and loose simultaneously. The tightness of these 

controls is contrasted by employees that broadly share the organizational culture and that it 

emphasizes norms such as autonomy, initiative taking, openness and risk which are important 

factors for facilitating innovation (Tushman & O'Reilly, 1996). The looseness of these controls 

is demonstrated by the variation of ways in which these common values and beliefs are 

expressed as a function of the required degree of innovation (Tushman & O'Reilly, 1996).   

Further, Tushman and O'Reilly (1996) describe cultural inertia in an ambidexterity context. As 

organizations grow older, the learning is more and more a function of the shared expectations 

and informal rules of how things ought to be carried out (Tushman & O'Reilly, 1996). The risk 

for cultural inertia grows as a function of how successful an organization has been (Tushman 

& O'Reilly, 1996). This is because the shared expectations, rules and norms become more 

institutionalized and thus there is a risk that the organization becomes arrogant (Tushman & 

O'Reilly, 1996). Cultural inertia is described as one of the reasons to why managers fail to 

achieve ambidexterity (O'Reilly & Tushman, 2008; Tushman & O'Reilly, 1996).   

Gibson and Birkinshaw (2004) mention organization culture and climate as factors of 

controlling both individual and collective behaviors, attitudes and beliefs in the organization 

and that these factors are important in developing capabilities necessary to achieve 
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organizational ambidexterity. McCarthy and Gordon (2011) argue that cultural aspects such as 

common beliefs, broadly shared values and a clear mission encourage employees to participate 

in the future direction of the organization which will inspire explorative behavior.  

Planning Controls and Organizational Ambidexterity 

Malmi and Brown (2008) divide planning into action planning and long-range planning. 

O'Reilly and Tushman (2008) highlight the importance of long-term goals in achieving 

organizational ambidexterity. These work as stimulating factors to direct the efforts, attitudes 

and behaviors of employees at all organizational levels to facilitate an ambidextrous 

organization (Bartlett & Ghoshal, 1998; O'Reilly & Tushman, 2008; Tushman & O'Reilly, 

1996).  

Exploitation comes from the understandings of existing processes and capabilities, thus this 

knowledge tends to be more explicit in nature (Abernethy & Brownell, 1999). This allows 

organizational goals to be clearly precised and specified (Bedford, 2015).  When goals are 

clearly defined and communicated through an organization, they can serve as a mechanism to 

help absorb uncertainty as well as direct employees toward desired outcomes (McGrath, 2001). 

Thus, by making organizational goals and the progress towards achieving these transparent, 

they can help the organization by fostering mutual commitment and coordinated action towards 

achieving these goals which in the end leads to ambidexterity and higher firm performance 

(Bedford, 2015; Widener, 2007). For exploration it is more complicated since goals are harder 

to precise (Bedford, 2015). However, given enough autonomy employees can reach pre-set 

standards which Malmi and Brown (2008) point out as crucial to reach organizational goals. 

Cybernetic Controls and Organizational Ambidexterity 

Malmi and Brown (2008) state that cybernetic control is a feedback system used to plan, 

measure and evaluate performance using mostly quantified information in order to correct 

deviances.  

Mura et al. (2016) investigate the effects of performance measurement systems on 

organizational ambidexterity and found that different use of performance measurement systems 

can, through interactive and diagnostic (Simons, 1995) interplay, lead to the achievement of 

organizational ambidexterity since they have been proven to enable employees to engage in 

activities that foster both exploration and exploitation (Mura et al., 2016). Mura et al. (2016) 

argue that diagnostic use of performance measurement systems, i.e. monitoring and evaluating 
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performance from pre-set targets, promotes exploitative capabilities since this usage creates 

boundaries and restraints in order to ensure achievement of preset standards and targets. This 

is supported by McCarthy and Gordon (2011) who argue that diagnostic usage of any MCSs 

promotes exploitation. McCarthy and Gordon (2011) assert that diagnostic usage of MCSs 

results in a feedback control orientation which is described as the usage of historical 

information concerning previous activities and events to steer and modify activities in order to 

ensure compliance with targets and to correct potential deviances from pre-set targets. 

Interactive use of performance measurements relates to strategy and its development, 

formulation and implementation and also to nurture continuous dialogue internally between 

managers and subordinates and externally to clients and other stakeholders (Simons, 1995). 

Mura et al. (2016) found that if performance measurements are used interactively, it could 

encourage explorative capabilities in the organization. McCarthy and Gordon (2011) also argue 

that interactive usage encourages exploration since it results in a feed-forward control 

orientation. McCarthy and Gordon (2011) state that this orientation triggers communication of 

what activities that should be focused on through the anticipation of potential future changes 

in the external and internal environment in order to modify activities to prevent any form of 

non-conformance. 

Further, Mura et al. (2016) confirm the argument that organizational ambidexterity primarily 

derives from leadership capabilities (Gibson & Birkinshaw, 2004) and not only through the 

implementation of standards and static systems for monitoring, measuring and evaluating 

performance. Malmi and Brown (2008) also put emphasis on managers' importance in their 

description of cybernetic controls. 

Budgeting is a tool that has been subject for criticism, and has been described as an unnecessary 

evil (Jensen, 2001) and broken (Wallander, 1999). However, according to Ekholm and Wallin 

(2000) budgets still play a vital role in organizations. Libby and Lindsay (2010) argue that 

traditional budgeting could oppose innovation and flexibility, which provided March's (1991) 

and Gibson and Birkinshaw’s (2004) descriptions of organizational ambidexterity would 

oppose exploration and promote exploitation. However, Davila (2005) argue that use of e.g. 

participative budgeting, which is defined as managers' involvement and influence in the 

budgeting process (Shields & Shields, 1998) could facilitate innovation and flexible adaptation 

in an organization. Adaptation and flexibility relates to explorative capabilities of an 

organization (Gibson & Birkinshaw, 2004).  
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Maier (2015) relates budgeting to organizational ambidexterity and argues that there is a 

significant probability that budgets end up promoting exploitation projects and that they do not 

provide much room for exploration projects. They could be in the budget plan at first, but 

exploration projects are often the first to be erased in order to limit the risk of damage on the 

core business (Maier, 2015). Budgets' main function is to allocate and relocate resources to 

where they are needed (Jansen et al., 2009).  Jansen et al. (2009) mean that this is essential in 

order to reach organizational ambidexterity since explorative activities and exploitative 

activities compete for resources and they are often allocated through the budget and thus it is a 

central tool for balancing exploration and exploitation.  

Rewards and Compensation Controls and Organizational Ambidexterity 

Rewards and compensation play a vital role in increasing employees' performance and 

motivation by attaching different types of rewards to goal achievement and performance 

(Malmi & Brown, 2008). In an ambidexterity context, Jansen et al. (2009) derive contingent 

rewards for members of senior teams to an organization's ability to be ambidextrous. 

Contingent rewards are defined as "….the degree to which benefits for individual team 

members depend on their team's outcome" (Jansen et al., 2009, p. 800).  They argue that 

contingent rewards could be used by ambidextrous organizations in order to prevent conflicts 

associated with the allocation of resources to exploration and exploitation (Jansen et al., 2009).  

This is because contingency rewards can be used to incite senior team members within a 

business unit to look beyond the unit's own interests and find new ways to achieve 

ambidexterity, especially when there is interdependency between business units (Jansen et al., 

2009).  

Organizations who reward performance linked to specific tasks tend to be rather exploitative 

in its efforts and activities (Baker et al., 1988; Stajkovic & Luthans, 2001). This is due to the 

argument that employees are incited to receive monetary rewards as compensation and 

therefore they direct all their efforts and capacities to the limited work constituted by those 

specific tasks (Baker et al., 1988; Stajkovic & Luthans, 2001).  

Organizations that use non-monetary rewards attached to work tasks contribute to work efforts 

and actions outside of the specific work frames which, in turn, can generate an exploratory way 

of working (Peterson & Luthans, 2006). Thus a mix of financial and non-financial rewards 

would balance explorative and exploitative activities, based on the arguments presented by 

Baker et al. (1988), Stajkovic and Luthans (2001) and Peterson and Luthans (2006).  
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Administrative Controls and Organizational Ambidexterity 

Malmi and Brown (2008) consider three groups of administrative controls. These are 

organizational design and structure, governance structure and policies and procedures within 

the firm. All three of these groups have, in different contexts, been described in organizational 

ambidexterity literature. The achievement of ambidexterity in a structural solution, including 

both spatial separation and parallel structures has been proposed by several scholars (Duncan, 

1976; O´Reilly & Tushman, 2004). Malmi and Brown (2008) consider organizational structure 

as a MCS since it can be modified by higher-level managers, and for this reason the structural 

solutions to achieve ambidexterity can be obtained by putting it in place in a MCSP.    

In their study, Tushman and O'Reilly (1996) found that a decentralized organizational structure 

combined with a common vision and culture can have a positive effect on ambidexterity due 

to the elimination of bureaucracy and to encourage individual accountability and autonomy. 

Further, Jansen et al. (2006) found that connectedness together with a decentralized 

organization creates an environment where both exploratory and exploitative innovations can 

be pursued. Bedford (2015) employs a similar line of argument by stating that when employees 

have more saying in decisions and autonomy in decision making, this will have a more positive 

effect on innovation and change which encourages exploration. Since performance in 

exploratory innovation firms is dependent on the discovery of new capabilities and products, 

earlier research has shown that much of this comes from lower-level managers having more 

autonomy to their leaders and thereby having more freedom in the search and experimentation 

in new activities (Bedford, 2015; Marginson, 2002). Through integrating more with lower level 

managers, top managers can get more access to patterns of new positive activities enabling 

both the selection of which activity to go forward with but also by being able to better invest 

resources into those activities (Bedford, 2015; Simons, 1995). Jansen et al. (2006) also found 

that a centralized organizational structure affects explorative innovations in a negative manner. 

Regarding exploitative innovations, they found that formalization has a positive effect on these 

activities (Jansen et al., 2006).   

If policies and procedures are practiced as means to specify and enforce how activities should 

be performed and carried out, e.g. through systematic pre-action reviews (Merchant & Van der 

Stede, 2007), it will promote exploitation since this creates boundaries and frames for activities 

which do not leave room explorative efforts (McCarthy & Gordon, 2011).  
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Governance structure relates according to Malmi and Brown (2008) to systems with which 

managers can steer behavior through behavioral oversight and formal lines of authority and 

accountability, e.g. through meetings frequency with management teams. If these are used to 

create strict boundaries and frames in order to ensure compliance with desired behavior they 

will encourage exploitative behavior (McCarthy & Gordon, 2011). If they are used as a feed-

forward way of control through e.g. continuous strategic dialogue and discussion of future 

direction they would encourage explorative behavior since this would imply a capability to 

adapt and promote innovation (McCarthy & Gordon, 2011).  
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3. Methodology  
 
This chapter clarifies the study's methodological approach by discussing the choice of research 

perspective, strategy and design. We also discuss the collection of data and processing of it by 

including a table that shows how we have operationalized the central concepts which constitute 

the theoretical perspective of this study. Finally, we discuss the study's analysis method, quality 

aspects and how the study deals with ethical aspects.  

3.1 Research Perspective 
 

Firstly, in order to strengthen the reliability of the study, we choose to discuss our relationship 

to ontology and epistemology, which is the reality and knowledge that will be used in the study 

(Alvesson & Sköldberg, 2008; Justesen & Mik-Meyer, 2011). Before the study, we had an idea 

of which controls that constituted the MCSP for our case company in the two phases and how 

they promoted organizational ambidexterity. However, during the collection of primary data 

and secondary sources we obtained a larger insight into this particular issue, which later was 

used by us to make subjective interpretations. According to Alvesson and Sköldberg (2008), 

this type of interpretation of information is like that of the ontological position constructionism.  

Bryman and Bell (2011) define constructionism as:  

"...an ontological position which asserts that social phenomena and their 

meanings are continually being accomplished by social actors. It implies that 

social phenomena and categories are not only produced through social 

interaction but that they are in constant state of revision." (Bryman & Bell, 

2011, p. 22)  

The MCSs that managers choose to put in place to guide employee behavior, to a large extent 

has to do with their perception and earlier experiences of what controls that will lead to desired 

behavior and results. At the same time employees also have their interpretations and 

experiences of how the control that managers practice affects them. These factors combined 

imply that the social actors continuously alter social phenomena through interaction, which 

goes in line with what Alvesson and Sköldberg (2008) define constructionism as.  

When determining the study's reality, focus should be directed towards the study's knowledge, 

in accordance with Alvesson and Sköldberg’s (2008) methodological reasoning. This is termed 

epistemology and while ontology is about the part of reality that is the subject of our study, 
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epistemology is about our opportunities to gain knowledge about this research field (Justesen- 

Mik-Meyer, 2011). In order to understand the controls that are included in the MCSP and how 

they are packaged and coordinated took much time to understand. To get a better understanding 

a thorough literature study was made. After this was done, we could choose a framework for 

studying MCSs as a package and along with the empirical evidence determine the reality of 

our case company and how their MCSP helps or constrains the achievement of organizational 

ambidexterity.  

3.2 Research Approach  
 

According to Bryman and Bell (2015) the inductive method focuses on generalizing empirical 

data and evidence in an existing theoretical framework or generating new theory. The inductive 

method has been criticized due to the fact that no amount of empirical data will be enough to 

enable new theory generation. The deductive method aims to test i.e., verify or falsify, an 

already existing theory in reality or practice through pre-determined hypotheses (Bryman & 

Bell, 2015). However, Bryman and Bell (2015) mean that deductive reasoning is flawed due to 

the strict logic of verifying or falsifying theory, and that it is unclear which theory that should 

be tested in the chosen research environment.  

Since the concept of MCSs occurring as a package is not a theory itself, it is rather a conceptual 

field of research within MCSs theory in which more understanding is needed (Malmi & Brown, 

2008; Malmi, 2013). Thus, occurrence of a MCSP as such is not a theory that can be tested 

deductively through hypothesis testing of empirical data. A pure inductive method is not 

suitable either since the aim of our study is not to formulate new theory with empirical data as 

a basis. The object of our study is to generate more understanding and knowledge of why and 

how MCSs occur together in a package and how this occurrence promotes organizational 

ambidexterity. Thus, it aims to generate more understanding in bridging already existing 

theoretical research fields to practice. Hence, the undertaken research approach of this study 

could be seen as a mix of inductive and deductive approaches since it uses theory in order to 

find the best explanation of the gathered empirical data.  

3.3 Research Strategy  
 

After determining the research perspective, the research strategy ought to be presented. This 

study intends to examine social science research issues, which according to Ahrne and 
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Svensson (2011) means that a qualitative alternatively a quantitative research strategy can be 

used.  

This study is based on a qualitative method, which according to Bryman (2012) is used to 

describe, understand and interpret reality in a universal approach. This goes in line with 

Justesen and Mik-Meyer (2011) who mean that qualitative studies use methods suitable for 

describing a phenomenon in its context in order to gain a greater understanding of the 

phenomenon. Justesen and Mik-Meyer (2011) argue that the qualitative method is suitable 

when interviewing a smaller group of people and afterwards analyzing the material. This is 

why the qualitative method is deemed more appropriate provided the purpose of this study 

which is to gain more understanding of MCSs as a package and how it promotes organizational 

ambidexterity which in turn can be seen as a phenomenon as described by Justesen and Mik-

Meyer (2011) and requires interviews from a small group of people. 

The reason why this study does not undertake a quantitative approach is because according to 

Justesen and Mik-Meyer (2011), a quantitative approach requires gathering of quantitative data 

to be analyzed. We see a qualitative method more suitable since certain elements in the control 

groups within the chosen MCSP framework (Malmi & Brown, 2008), e.g. clan controls within 

cultural controls, are difficult to quantify and therefore the quantitative method is not suitable 

provided the purpose of the study.   

3.4   Research Design  
 

This thesis consists of a case study within a Swedish medical technology company. The reasons 

for choosing to do a case study are many. The first being that the information and documents 

we needed in order to do this study are hard to get access to and to get them from multiple 

companies was seen as difficult and time consuming. The case study method was also chosen 

in order to give the study the possibility of capturing the complexity of the subject area.  

This goes well in line with the argumentation of Gummesson (1985) who states that the benefits 

of case studies as a research method is that the method allows more complex studies by 

adopting a holistic approach, usually with the aim of contributing to a greater understanding. 

Gummesson (1985) also notes that the case study method offers freedom of choice regarding 

the selection of data acquisition as well as analysis techniques. Cooper and Morgan (2008) 

argue that a case-based research approach is useful when the investigated phenomena is 

dynamic, complex and involves many variables.   
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In regard of the presented information, a case-based approach is the most appropriate for this 

study for three main reasons. The first being that the MCSP framework presented by Malmi 

and Brown (2008) has not yet been examined in depth empirically as a theoretical framework 

to any large extents. The second being that a MCSP is a complex and dynamic matter with 

many variables to take into consideration. The final reason is that studying MCSs as a package 

implies taking into consideration their wider political, social and organizational contexts, thus 

seeing it from a holistic point of view which is beneficial provided our research scope and 

objective. 

3.5 Secondary Sources 

 

3.5.1 Theoretical Framework 
 

The study began with a thorough literature study with the aim to locate the possible ways of 

studying MCSs as a package and organizational ambidexterity. This was made in order to be 

able to gain a theoretical perspective to carry out a proper analysis of the collected empirical 

data. The literature review was based on academic publications in the form of articles and 

books.  

The collection of theoretical literature for this thesis has been made through the following 

databases: Libris, Google Scholar and Scopus. The books used were collected from the library 

at Linköping University. The articles that we use have mainly been published in renowned 

journals and the used books have been published by recognized authors in their respective 

fields.  

When searching through the different databases we used different keywords in order to find 

articles and books to use in the study, these can be found in the table below. These keywords 

helped distinguish the most important articles and books which have been the theoretical 

building blocks for this study. The key words used in the study are shown below in figure 1 

and these have been used in many variations to get precise and narrower search results.   

  

Management Control Systems as a Package Organizational Ambidexterity

Control Package Ambidexterity

Management Control Systems Exploration

Management Control Exploitation

R&D - Research & Development Ambidexterity within business units

Key Words in Literature Study

Figure 1: Kew words used in literature study 
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3.5.2 Secondary Source Criticism  

 

According to Bryman and Bell (2011) it is important to have a critical approach when choosing 

literature and articles for this type of study. Bryman and Bell (2011) also argue that the value 

of the theoretical information drops the more ranks it passes through. For this reason it was 

important for us while reading articles to always look back to the original sources to not be 

affected by other authors’ interpretations of literature. Also, whilst searching for articles 

regarding organizational ambidexterity, the amount of citations was important when choosing 

articles to base the study on. However, regarding the MCSP research field, we could not have 

the same requirement of the amount of citations since it is not as well documented in research 

articles. Regarding the used books, we have always made an effort to confirm used information 

with other authors to certify that the information was of reliable quality.  

A large part of the thesis rests on Malmi and Brown's (2008) framework. To use a single 

framework in such an extensive way that we have done can imply a risk that this is colored by 

their own thoughts and experiences. However, we have also tried to bring other writers' views 

on the subject (e.g. Merchant & Van der Stede, 2007; Simons, 1995).   

 

3.6 Research Site  
 

3.6.1 Presentation of Case Company   

 

When we searched for a case company in which we could conduct our case study, the first 

criteria had to do with the company having to go through a process of change internally. This 

criteria came forward after a discussion with our tutor who meant that this was necessary since 

companies are often more aware of their control systems and revising them when desired goals 

are not reached.  

The company where this study has been made wanted to stay anonymous for several reasons. 

This is something that we accepted and therefore the company will from now on be referred to 

as Company X. The company is part of the Swedish medical technology industry and sells and 

delivers software systems to a specific client segment mainly in the Nordic countries. The 

company was founded in the early 90s by two civil engineering students and is a spin off from 

a university. In total the company employs around 400 people.  
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This case study has been made on a business unit level. The business unit in which the study 

was conducted is the R&D division, which was chosen as an interesting case object since it 

theoretically would face control uncertainties (McCarthy & Gordon, 2011; Silaen & Williams, 

2009) as stated earlier. Another reason for choosing this organization is because of how 

dependent the company is on it which is showed by 250 of the total 400 employees being 

employed there.  The main reason for not choosing to study the whole company is mainly due 

to the time constraint. To conduct interviews with the same scope and depth in all business 

units in the company would require more time or manpower in order to be able to finish the 

study in four months provided the time it took for us to gather the required empirical data from 

one business unit.  The R&D division has four subdivisions with their own managers. Three of 

these four subdivisions will be considered in this thesis due to the forth being located in another 

country. The subdivisions are called product management, product development and 

technology development.  

The activities in R&D relate to fixing and developing existing software products as well as 

develop and process ideas from other functions within the company, especially from a division 

called Business Innovation. Further details on the nature of the activities in the R&D 

organization cannot be revealed in this thesis due to the case company being anonymous. 

3.6.2 Description of Change Process 

 

The process of change for the company as a whole was triggered in 2012 when the company 

was acquired by new owners. The major change that the company is going through is 

transforming itself from being a consulting firm who through dialogue with clients make new 

technological developments, to being a software company who can sell standardized projects 

and products to several customers. The change process came to the R&D division (before the 

change called Software) during 2014 when the new Head of R&D was recruited for the mission 

of restructuring Software. Since then, the division has gone through major changes which will 

be presented later in the empirical evidence. The previous phase, which is before the change 

process, is the time previous to the fall of 2014 when the new Head of R&D was recruited. The 

current phase is today, spring 2016 and refers to after the process of change.  In this thesis, 

when we mention the process of change we refer to the changes that were made between 2014 

when the new Head of R&D was appointed, and early 2016. Figure 2 below illustrates the 

previous and current phases.  
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Figure 2: Illustration of previous and current phases 

             

3.7 Method and Motivation for Selection of Respondents  
 

Our method for selection of respondents to the interviews is inspired by what Bryman & Bell 

(2011) term snowball selection, which means that a selected respondent leads the search to 

other respondents. Our first contact was with the Head of R&D at Company X who later guided 

us to other key employees who were deemed appropriate for us to interview in order to gather 

relevant information of the organization's MCSP. In total four interviewees were chosen where 

each respondent would have specific knowledge and experience of certain elements of the 

MCSP. Therefore, each interviewee was asked about certain control groups.  

3.7.1 Head of R&D  

 

The current Head of R&D has played a vital role in triggering and carrying out the 

reorganization of Software into R&D and revising the use of MCSs within the MCSP. He has 

specific and extensive knowledge of how MCSs were used in Software and what changes he 

put in place in the reorganizing of the division into R&D. Therefore, we decided to conduct 

two interviews totaling three hours with him due to the broad information base he constituted. 

3.7.2 Controller  

 

The Controller has specific knowledge of primarily the cybernetic and planning controls in 

Software and later in R&D since he is involved in the planning and follow up of budgets, 

activities and operations in the organization. He also serves as a member of several steering 

committees for projects and has been employed at the company for ten years and therefore he 

has deep insight primarily regarding planning and cybernetic control but also organizational 

culture and structure. 

 

 



36 
 

3.7.3 Site Manager  

 

The Site Manager at the biggest office site in Sweden has been with the company for 20 years 

and is involved in HR and therefore she has valuable insight of the organizational culture, 

values and the change process in general which resulted in the conducting of two interviews.     

3.7.4 Head of Product Development (Sub-Manager R&D)  

 

In order to ensure a qualitative and accurate description of elements in the MCSP in Software 

and the specific changes made in the MCSP in the transition to R&D we decided to conduct a 

longer interview with a sub-manager who is a member of the R&D management team and 

reports directly to the Head of R&D. She has been with the company for six years in leading 

roles and has therefore broad knowledge and experience of the elements in the MCSP in both 

Software and now in R&D.  

3.8 Primary Data 

 

3.8.1 Qualitative Interviews  
 

We have in this study used qualitative interviews as our main source for primary data. 

According to Kvale and Brinkmann (2014), qualitative interviews are suitable when seeking to 

understand the world from the interviewed person’s point of view, developing meaning from 

their experiences, revealing what they have experienced. Malmi and Brown (2008) also mean 

that interviews are the best way of collecting material for this type of study. The interviews in 

the study are conversations with the purpose of determining what controls are present and to 

see if they lay ground for the organization to achieve organizational ambidexterity.  

All the interviews were held in person on site with both authors present. This was not just a 

coincidence since Bryman and Bell (2011) mean that it is an advantage when respondents get 

interviewed because it creates a more relaxed atmosphere and it becomes more like a discussion 

among three people instead of an exchange between two people. This goes along the line of 

Gummesson (1985) who also means that this type of interview method is the most appropriate 

for a case study.   

All interviews were recorded on our phones in order to transcribe the interviews afterwards. 

We chose to record the interviews so that we could be more involved and vigilant throughout 

the interview and not be busy taking notes. Bryman and Bell (2011) argue that recording and 
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transcribing interview material enables a deeper analysis of the material when exact 

expressions and vocabulary can be documented and are not lost due to the lack of memory 

capacity from the interviewer. However, Ejvegård (2009) means that there is an imminent risk 

of recording an interview. Ejvegård (2009) argues that the respondent can inhibit their 

statements when everything is on tape and thus behave cautiously when answering questions. 

For practical reasons, all the interviews were held in the interviewee’s office, Bryman and Bell 

(2011) emphasizes the importance to find a quiet and secluded space to conduct the interviews, 

which all interviewee’s offices offered. 

Below in figure 3 you will find a summary of the interviewees, their position at the company, 

the length of the interview as well as the date of the interview.  

 

Figure 3: List of interviewees 

 

                                

3.8.2 Interview Guide 

 

Our interviews followed the guidelines of Justesen and Mik-Meyer (2011) definition of semi-

structured interviews. Justesen and Mik-Meyer (2011) describe semi-structured interviews as 

interviews where the interviewer works with an interview guide where themes and a number 

of key aspects are defined in advance, but where there is room for deviation from the wizard 

in the interview situation if the interviewee would bring up unexpected interesting topics.  

Since we interviewed four different people at Company X and wanted to get different answers 

from the different respondents we had to make relatively different interview guides. 

Furthermore, in semi-structured interviews you need to ask the same kinds of open questions 

to all interviewees but adapted to their position (Justesen & Mik-Meyer, 2011).Therefore we 

constructed new interview guides before each interview based on the same basic issues and 

frame, but where the questions were revised depending on the respondent’s position in the firm. 

  

Date Length

2016-03-22 1 hour

2016-03-24 1.5 hours

2016-03-31 1 hour

2016-04-12 1.5 hours

2016-04-18 1.5 hours

2016-04-22 0.5 hours

Head of R&D

Site Manager

Position

Controller

Head of R&D

Site Manager

Head of Product Dev.
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3.9 Criticism of Empirical Data Collection  
 

A problem when collecting data and information for studying two different phases in an 

organization is that we gathered information from the present in order to map and describe the 

previous phase. This implies difficulties in gathering specific information regarding certain 

elements in the previous phase since the knowledge concerning the past could be vague. In 

order to properly gather the right information before and after the change process, it would 

have been more suitable to collect information and data throughout the entire change process. 

That would have required us to gather the data during several years and thus it has not been 

feasible provided our time constraint of four months.   

Further, when gathering evidence about the previous phase, there might be a risk that the 

interviewees described the previous phase in a way that enhances their own interests and 

glorifies their efforts. We have made an effort to minimize this risk through asking similar 

questions to several employees in different roles who have different years of employment in 

order to detect potential deviances in their descriptions of the previous phase and the changes 

made in the organization. This technique enables a more reliable description of the previous 

phase.    

We have primarily chosen to interview employees in managerial positions or in positions with 

significant responsibility of the design and practice of one or more elements within the MCSP. 

We could have complemented these respondents by interviewing employees on subordinate 

levels and describe how they see and experience the elements and changes in the MCSP. This 

could have been done in order to verify descriptions of others on higher levels and thus provide 

a more reliable description of the MCSP in the two different phases.   

The above also relates to the subjective interests of the interviewed employees. There is a 

probability that respondents deliberately have excluded information in their answers that could 

have been critical to their own efforts and decisions. Further, employees can also have provided 

a subjective description that does not truthfully describe the decisions and efforts of others in 

the organization in order to avoid conflict or out of worry about how others in the organization 

would view an accurate description about matters that relate to them.        

Interview answers can have been subjective and glorifying of own efforts and decisions. 

Documented information that is not biased could have enhanced the trustworthiness of the 

empirical data which has been gathered in the form of interviews.   
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Since Software was reorganized to two separate independent business units we could also have 

gathered information from employees now working in Business Innovation in order to better 

describe the old Software organization. They could potentially have a different view of the 

implications of the MCSP in Software.      

Lastly, access determines what evidence we have been allowed to gather and hence affects the 

quality of our empirical evidence which constitutes the basis for our analysis. 

3.10 Qualitative Data Analysis  
 

According to Bryman (2012), analyzing qualitative data implies difficulties and challenges 

since the collected evidence often constitutes a cluster of information which is not structured 

and may not have a logical succession. In order to analyze and draw accurate conclusions from 

our data the interview transcripts have been coded with theoretical keywords to fit with our 

sampled theory and conceptual typology. The coded and fragmented empirical evidence has 

then been analyzed with what Bryman (2012) labels as thematic analysis method.   

3.10.1 Coding   

 

Coding is according to Bryman and Bell (2011) a central process in qualitative data analysis. 

Coding entails reviewing transcripts and other notes and categorizing them accordingly 

(Bryman & Bell, 2011). The transcripts constituted the base upon which we coded. From these 

the coding of the empirical data for this study has been done in a way to fit with Malmi and 

Brown's (2008) conceptual typology for studying MCSP. Keywords and subsections in Malmi 

and Brown's (2008) description of the elements in their typology lay ground for the coding, 

categorization and fragmentation of the empirical data that was gathered through interviews. 

In other words, we looked for words in the transcripts that matched words within Malmi and 

Brown’s (2008) framework. 

Further, the empirical information has also partially been fragmented using keywords in the 

theory describing organizational ambidexterity. The ambidexterity keywords relate however to 

MCSP elements and have been added in order to facilitate the analysis in which the MCSP's 

implication on organizational ambidexterity is assessed.  

Details of how we have operationalized theoretical concepts in the gathering of data that laid 

ground for the coding and categorizing of the empirical evidence are provided in figure 4 on 

the following page. 
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Concept Conceptual variables 
Conceptual 

definition 

Operational 

definition 
Keywords 

 

 

 

 

 

 

Cultural controls 

Organizational 

culture when it is 

used to guide 

behavior through 

symbols, values and 

clans (Malmi & 

Brown, 2008). 

How and with 

what tools 

managers try to 

steer, maintain or 

change aspects of 

organizational 

culture. 

Values, sub 

cultures, codes of 

conduct, dress 

codes, 

organizational 

culture, routines, 

formality, vision, 

traditions, mindset. 

 Planning controls 

Direction of 

behavior and efforts 

of employees 

through the 

communication, 

coordination and 

alignment of goals to 

be achieved (Malmi 

& Brown, 2008). 

The planning cycle 

and the goals that 

emerge from it.  

Action planning, 

long-range 

planning, short-

term goals, long-

term goals, 

strategic goals, 

vision, 

participation by 

employees, 

planning cycle. 

Management 

control systems as a 

package 

Cybernetic controls 

Different tools for 

monitoring, 

measuring and 

evaluating 

performance within 

an organization 

(Malmi & Brown, 

2008). 

How the 

organization 

measures 

performance and 

what types of 

performance are 

emphasized.   

Budgets, budget 

participation, 

financial measures, 

non-financial 

measures, hybrid 

measures, 

measurement time 

horizon, tightness 

of budget control. 

 

Rewards and 

compensation controls 

Rewards and 

benefits attached to 

achievement of 

targets and goals or 

high performance 

(Malmi & Brown, 

2008). 

How the 

organization 

rewards 

performance and 

who are entitled to 

rewards.   

Bonuses, benefits, 

group based 

rewards, long-term 

incentives, short-

term incentives, 

monetary rewards, 

non-monetary 

rewards. 

 

Administrative 

controls 

Rules, restrictions, 

regulations and 

organization 

structure aiming to 

organizing and 

specifying of desired 

behavior (Malmi & 

Brown, 2008). 

How the 

organization 

specifies wanted 

behavior through 

restrictions and 

rules. How the 

organization 

organizes their 

employees and 

activities.  

Organizational 

structure, 

decentralization, 

meetings, policies, 

procedures, rules, 

pre-action reviews. 

Figure 4: Operationalization of theoretical concepts 
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3.10.2 Analysis Method  

 

The analysis method which this study relies upon in the analysis of the empirical data is what 

is labeled as thematic analysis by Bryman (2012). Thematic analysis is according to Bryman 

(2012) closely related to coding. The study's analysis section is structured according to the 

elements in Malmi and Brown's (2008) conceptual typology for studying MCSPs and is thus 

fragmented in themes in a similar way as we have fragmented our empirical evidence through 

coding. This has been done in order to facilitate the understanding of the analysis and creating 

a consistency in the way the study's different chapters are structured.  

In the analysis chapter we first determine what MCSs that are included in the MCSPs in the 

different phases and also discuss what interrelations that have been revealed throughout the 

analysis of the empirical data. This is done by applying the chosen definition of MCS earlier 

described on the empirical evidence and through this process we explain what MCSs are 

actually in place in the two phases.  

Then, the MCSs constituting the MCSPs in the two different phases are assessed on how they 

promote exploitation and exploration or if they enable contexts supporting organizational 

ambidexterity as such. We analyze this through applying theory that explains what 

characterizes the concepts of organizational ambidexterity and what earlier research have found 

regarding the impact that specific MCSs and use of MCSs have on the ability for an 

organization to be ambidextrous. 

3.11 Quality of the Study 
 

In order to offer a high quality in this thesis we have chosen to have a critical approach during 

the whole process. For this reason, a section in which we explain our criticism of data collection 

was provided earlier. 

According to Bryman and Bell (2011) two important terms when evaluating the quality of a 

study are reliability and validity. However, Bryman and Bell (2011) also pinpoint that 

reliability and validity have received some concerns for their relevance in qualitative research. 

Bryman and Bell (2011) propose for this reason that credibility, dependability, transferability 

and confirmability, can be considered instead.  
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Since we see ethics as a factor of quality assurance, this section will also contain a discussion 

on the study's ethical approach and how we took this into consideration throughout the research 

process. 

3.11.1 Quality Aspects 

 

Credibility 

The first quality aspect, credibility, defined as a trustworthiness criterion by Bryman and Bell 

(2011) has been taken into consideration throughout the whole study. By sending the 

transcribed material and the empirical evidence back to the interviewees for approval, we as 

authors also got feedback so that we had not misinterpreted anything that they said. In doing 

this, the trustworthiness of the study was assured and we lived up to the credibility criterion. 

Dependability 

The second quality aspect is dependability, which in short according to Bryman and Bell (2011) 

means that there are more than one observer or members of the research team that keep track 

of the phases and processes in the study to determine the quality. In order to ensure the 

credibility of this research project we worked closely with a tutor and other thesis students to 

get input and feedback continuously.   

Transferability 

The third quality aspect is transferability, which according to Bryman and Bell (2011) has to 

do with a study being able to be generalized in a different context in order to be reliable. This 

study examines a MCSP and how it promotes organizational ambidexterity which is treated as 

a performance implication indicator. This study was carried out at a R&D division at a company 

within the Swedish medical technology industry which constitutes the empirical context of the 

study.  However, the results of this study could be generalizable for practitioners of MCSs in 

other empirical contexts. This is due to the fact that this study aims to contribute to increase 

the understanding of the implications of MCSs occurring as a package. The results of this study 

can thus be useful to provide insights to all MCSs designers and practitioners in building and 

using a package of MCSs, since this study does not aim to contribute knowledge to the specific 

empirical context, but rather to the theoretical context of MCSs as a package. 
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Confirmability 

The final quality aspect is confirmability, which according to Bryman and Bell (2011) is 

regarded as the objectivity of the researchers and that the researchers do not let personal 

opinions or values steer the direction of the study. The way in which we kept the objectivity in 

this study was by having independent students keep track of our work during regular seminars. 

Their inputs were objective, which has increased the whole objectivity of the study.  

3.11.2 Ethical Aspects  

 

We have in this study interviewed people about secretive material for the empirical evidence, 

and thus have had to take some ethical aspects into consideration. We use the Swedish Research 

Council’s (2002) four principles for individual protection requirements: the information 

requirement, the consent requirement, the confidentiality requirement and the use requirement.  

We have before all interviews informed the respondents about their duties and conditions of 

participation, which in our study have led them to participate in an interview. After the 

interviews, all respondents had the opportunity to review the transcript of the interview and 

approve its contents. 

We explained to all the respondents that the interviews would be made anonymously and we 

would only present their position within the company. This goes well in line with what is 

generally advocated by the Swedish Research Council (2002), and so we were not doing 

something unethical.  

All the collected material from the interviews have only been used in this study, and have not 

been used for commercial purposes or other non-scientific purposes. The material has consisted 

of the transcribed and recorded material which has been treated with care and stored out of 

reach of unauthorized people.  

Further, the company which constitutes the case object of this study has been anonymized upon 

request. Therefore, detailed information about the activities, names of employees and name of 

company is not provided. This is also the reason why the interview guides are not included in 

appendix since they contain information that the company does not wish to reveal publicly.  

Provided our ethical approach described above, we believe that we live up to the Swedish 

Research Council's (2002) four principles for individual protection requirements.  
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4. Empirical Evidence 
 

In this section we present the empirical evidence that was collected through interviews. It has 

been structured according to the five control groups which constitute Malmi and Brown's 

(2008) framework for studying MCSs as a package in two phases, previous and current 

(explained under section 3.6.2). This has been done since the purpose of the study is to assess 

the MCSPs in these two phases and how they promote the achievement of organizational 

ambidexterity. The empirical data has been fragmented using keywords deriving from MCSs 

theory as well as organizational ambidexterity theory and the link to MCSs. There is no explicit 

section providing empirical information about how the case organization deals with 

organizational ambidexterity specifically. The information collected on this is embedded in the 

control group sections.                     

 

4.1 Current Phase 
 

4.1.1 Cultural Controls 

 

Organizational Culture 

All the interviewees stated that the organizational culture in general is characterized by 

informality and there are few formal routines and codes of conduct to follow as an employee. 

With the new Head of R&D and company CEO, who joined the company in 2014 and 2016 

respectively, R&D is currently laying the ground for a new, more business-minded 

organizational culture. New organizational values have been created by the corporate senior 

management within a new value model. The new values are: "be happy, do good, beat the 

numbers, be number 1". According to the Site Manager these imply that employees always are 

expected to have a positive attitude and do their best in order to beat the competition.  The 

values are communicated through a recently launched online communications platform called 

"general virtual meeting" in which the CEO and the business unit heads communicate the 

values, goals and budgets for the year. According to the Site Manager, this new tool for 

spreading information from the CEO and business unit heads, make the employees feel more 

involved and thus more motivated. The importance of working with spreading of information 

is according to the Site Manager also a function of the expansion of the company. However, 

outside of these meetings no documents with the company's values exist, and therefore 
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employees do not have easy access to them. The Site Manager stated that the values are not 

widely discussed outside of these meetings and that all employees at the office probably cannot 

state the company's four values word by word when asked to do so.   

According to the Controller, the new Head of R&D has addressed the issue that it is too much 

of a family feeling in the work-place as opposed to a professional colleague context. The aim 

is to go from being a family to professional colleagues where managers need to be able to make 

demands for delivery and individual responsibility. The Head of R&D said that the tool he is 

working with to achieve a cultural change is changes in work roles, by actively communicating 

and giving feedback to the employees on what changes that need to be done. On this, the Site 

Manager further stated that the new management of R&D is putting more emphasis on follow 

up of operational performance and this is contributing to the transition to a professional and 

more business minded organizational culture. Managers have started to use more critical and 

negative feedback now by holding employees responsible for actions and decisions which was 

rare in Software. The role changing also includes redefining work tasks for some positions.  

According to the Head of R&D, another tool in use to achieve a change in the organizational 

culture is communicating the new business mindset to new recruits. However, when it comes 

to recruitments and recruiting new employees, the sharing of organizational values is seen as 

less important than competence due to the nature and complexity of the work tasks within 

R&D. The Site Manager mentions that there are no aptitude tests or tests to see if a new recruit 

shares the company's values in the recruitment process. 

The Site Manager perceived the organizational culture to be characterized by a willingness to 

change and a permanent ambition to continuously improve. Organizational changes are 

common due to the many changes in management the last few years and are not something that 

the employees in general oppose.  

Further the Site Manager stated that, with the new management, processes and the division of 

responsibility have become significantly clearer than in the previous phase. In line with what 

the Controller stated, she also said that she experiences that managers give both negative and 

positive feedback now, which earlier was of mainly positive nature.  

Codes of Conduct 

There are no formal codes of conduct or rules apart from working hours. There is no formal 

dress code and employees can thus dress however they want.  
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Spin-off from the university 

Company X is a spinoff from a university and was founded by two former students after 

graduating. According to both the Controller and the Head of R&D, this has been one of the 

major reasons behind the immaturity of the organizational culture. The current Head of R&D 

said that the previous Head of Software was one of the founders and he emphasized 

entrepreneurship and an entrepreneurial culture, however as the company and the division grew 

and expanded overseas more professional and mature leadership was needed. Further, the Head 

of R&D described the situation when he was recruited as:  

"I think that in my department, there was a lack of leadership and leadership 

means that you set up a path forward and formulate a vision and that you steer, 

that you say yes or no because if you do not, you leave all the decisions on the 

floor which can be good sometimes but it also implies that you do not run 

towards the goal at the same time as the organization. So in general, now 

people say that they experience the directives and the control as clearer and 

that we are more in marching pace which is good."  

Work-Place Design 

The work-place is designed in accordance with the R&D's way of working and is mainly an 

open office space with a few private offices for certain employees such as the Head of R&D 

and members of the R&D management team.  Since the company moved its office to a new 

location in 2014, the office landscape was designed so that employees with similar tasks would 

be able to sit close to each other   to facilitate communication and dialogue. New features were 

added in the office landscape in order to increase functionality. These added features include 

more project rooms, conference rooms and telephone rooms.    

Subcultures 

The Site Manager pinpointed the difference among functions within the company regarding 

voice levels and ways of working. She mentioned that when going to the developers for 

example, it is quiet and not much action and movement whilst when going to the consultants it 

is the exact opposite. So there is a significant difference between the divisions and according 

to the Site Manager, everyone who passes through can sense and feel it. However, there are no 

significant subcultures within R&D and it is not an element which is included in the control of 

employee behavior according to the Site Manager. 
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4.1.2 Planning Controls  

 

Planning Cycle 

The operational planning cycle is according to the Head of R&D a constant process and is 

updated on a continuous basis and is heavily influenced by client agreements, which indicate 

how the R&D organization is going to work the next 12 to 24 months. The operational goals 

are set as a time plan for new software updates and product releases. The first step in the 

operational planning cycle is to determine what products should be released and when. This 

process is updated when new releases are planned or if the time horizon for a release is changed. 

That plan is then communicated internally to all employees within the organization. The second 

step in the planning cycle is to fill the time horizon for the new release with a project structure 

and associated resources and activities of technical and functional nature in order to be able to 

realize the goals necessary to make the release on time. Several release plan time horizons are 

in effect simultaneously and thus the operational planning process is a continuous cycle.  

The Head of R&D said that the whole operational planning process involves many people, and 

describes it as "...an enormous apparatus". When it comes to product release plans, the senior 

board of the company is involved since it is seen as a strategic matter and important for the 

business model. In the operational action planning for the projects, the time horizon is set by 

the management team of R&D along with specialists and architects in order to determine what 

activities and time frames that are needed to achieve the operational goals.  

The Head of R&D stated that the senior management team of R&D has meetings every week 

when they discuss the current status of ongoing operations and activities. Every fourth week 

this meeting becomes a review meeting in which goals can be revised if necessary depending 

on client conditions and requirements. On quarterly basis, the management of R&D has 

business reviews where goals and financial status are followed up and goal achievability is 

reviewed.  

The Head of Product Development stated that subordinate managers in the R&D division now 

have greater involvement in the planning cycle since they have access to channels that provide 

more communication possibilities with members of the company board and other divisions 

within the company board. Thus they have more information about company activities and the 

Head of R&D said that this facilitates to make sure that the right things are being done and to 

get insights and information for decision making.      
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Goals and Target Setting 

Goals are set and reviewed annually in early fall during a strategy meeting. During this meeting 

long-term goals are reviewed and the financial annual goals for the following year are set based 

upon what can be spent in R&D in regard of the owners' return on equity requirements. The 

operational goals are set by the Head of R&D in collaboration with his sub-managers internally.   

In the goal-setting process, the long-term goals are the first ones to be set or updated. When 

this is done, the long-term goals are divided into short-term goals, which are needed in order 

to achieve the long-term goals. According to the Controller, the long-term goals are set based 

on financial projections for one to three years ahead. In the even longer term the ambitions and 

goals of the R&D organization is to contribute to the company being number one in the business 

on an international level in terms of size and product attractiveness. The R&D division does 

not have a specific vision but follows the vision of the company as a whole. There are no 

existing goals which only exist in the long-term and that are not broken down in yearly goals. 

All goals that span over more than one year are broken down to short-term goals.  

The short-term goals are constituted of yearly targets and goals that have been broken down 

from projections. Within these goals the financial goals are of the greatest importance followed 

by operational, customer satisfaction and at last employee satisfaction. According to the 

Controller, there is a heavy emphasis on achieving the annual goals and the planning and follow 

up control as a whole is mainly short-term focused. However, long-term goals and ambitions 

do exist, and they constitute the foundation for the short-term goals. The Head of R&D has 

since his start in 2014 introduced this more long-term way of working by introducing more 

long-term goals in the planning process compared to the previous phase. 

Goal Categories 

The R&D division has four categories of goals: operational, financial, customer satisfaction 

and employee satisfaction. The operational goals relate to the nature of the organization's 

activities and are according to the Head of R&D constituted by development goals, 

organizational goals, employee related goals and quality goals. The financial goals relate to the 

spending. Since the R&D organization is a cost center and thus does not generate revenue the 

financial goals are mainly to stick to the cost budget allocated to the business unit.  
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When the Controller was asked to rank the importance of these goal categories he said that the 

most important ones are the financial goals, then the operational followed by customer 

satisfaction and at last employee satisfaction. 

4.1.3 Cybernetic Controls 

 

In the same strategy meeting in which targets and goals are set, a framework is developed to 

lay the ground for the financial planning for the following year. This framework is designed 

and developed through dialogue and discussion between the group Controller, CFO and CEO. 

This framework is constituted by the required revenue and how high costs are allowed to be in 

regard of the owners' return on equity requirements. Then they go to the Head of the respective 

business units, in this case the Head of R&D, and ask them to do a bottom-up estimation of 

what costs are required in order for the R&D business unit to achieve its operational goals for 

the following year.  If there is a difference between the R&D unit's estimations and what senior 

management can allocate there is a discussion focusing on correcting the difference through 

dialogue.                                   

Budgets 

According to the Controller, the cost budget is the main cybernetic control component in the 

R&D organization. The financial measures mainly relate to deviation or accordance to the 

budget. The cybernetic control and the allocation of monetary resources is delegated to the 

Head of R&D who is free to distribute these resources to his subordinate managers after a 

similar strategy dialogue between him and his subordinate managers as the one between him 

and the company board. The Head of R&D is free to spend the allocated resources freely 

without intervention from CEO, CFO or Controller as long as the spending is within the 

budgetary frame. 

The Head of R&D explains that budget control is looser now than in the previous phase, 

primarily since focus has shifted from counting hours and costs to quality and value creation. 

He said:  

"…it is equally important now to continue to follow our budget, but I think we 

now have more freedom and we must not go over the level of our cost budget 

but how we choose to allocate individual entries in the budget does not matter 

as much anymore." 
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The allocated budget is normally not revised throughout the year, if nothing exceptionally 

occurs. The budget control uses three measuring points: actuals, budget and projections. The 

Head of R&D has monthly follow-up meetings with the Controller and discusses actuals in 

relation to budget and projections. The projection method used is the rolling 12, which means 

that the actuals are updated every month end set in relation to actuals of the last 12 months. 

Operational goals are also discussed monthly and they are also related to the allocated 

budgetary resources.   

The current budget practice model in which the Head of R&D is given autonomy to allocate 

recourses further down in the organizational hierarchy aims to put the money closer to the 

management of the activities.    

Performance measures 

Financial measures of performance on the general business unit level are mainly constituted of 

analysis of variance or deviance from budget. According to the Controller, the new control 

model, where the Head of R&D is allocated resources to use and distribute freely, the only real 

financial measure of performance that the R&D business unit has is to stick within the budget 

frame. These are constituted of key performance indicators (KPIs) related to budget and 

projections.  In the individual development projects within the R&D unit ROI is used as a 

measure in the project accounting. Project measures are not included in the business unit 

specific budget but instead included in aggregated annual budget for the company.  

The non-financial measures are related to the activities and operations of the R&D unit and are 

broken down to KPIs. Examples of such measures are how many bugs that are corrected and 

how many new bugs that are generated from the code changes used in correcting the original 

bug.   

The hybrid measures used in R&D are in general cost related to the non-financial measures and 

aim to relate costs to business benefits. The hybrid measures that exist are e.g. how many hours 

that are needed to correct bugs and thus how much it costs to achieve the non-financial 

measures. Hybrid measures indicate how much time that should be spent on achieving the non-

financial measures.   

Budget and budget related measures dominate the financial control of the R&D. The Controller 

stated that in R&D, budget and budget related financial performance measures dominate and 

are of most importance in the evaluation of the organization's performance. These are followed 
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by the non-financial measures as the second most important type of cybernetic performance 

measure when evaluating performance. The least important measure when evaluating the R&D 

organizational performance are the financial measures that are not related to the budget such 

as project ROI.   

Use of Performance Measurement Systems 

Apart from being a tool for performance follow-up, the Controller states that the performance 

measurement components are also used to motivate employees to direct their efforts in the right 

way and thus perform desirably in order to ensure goal achievement.  

The primary purposes of the cybernetic controls are primarily to direct efforts and behavior to 

ensure that R&D fulfills its goals. They also provide a priority guideline for the activities and 

operations of R&D linked to the strategic goals of the organization and the company as a whole. 

If certain business deals and projects should be prioritized before others, then the cybernetic 

controls are designed in order to guide efforts towards that priority.  

The performance measurement model is currently changing and more long-term KPIs, both 

financial, non-financial and hybrids are being built into measurement model because they 

realize the need of a long-term focus in the R&D organization in order to sustain success.  This 

is due to more breathing space in terms of financial figures as the Controller stated. 

Performance is measured both on managerial level and on individual level depending on 

occupation and tasks. In general, financial measures are primarily used to measure the 

manager’s ability to stick to the budget frame. Non-financial measures are also used on 

managerial level which are also linked to the managerial compensation model which is 

described in section 4.1.4. On individual employee level non-financial measures can be used 

to measure and evaluate performance and goal achievement related to the employee's work 

tasks.  The financial measures are followed up on a quarterly basis internally, between the Head 

of R&D and the subordinate managers in the R&D management team.  

4.1.4 Rewards and Compensation Controls 

 

The employees in R&D who are included in the compensation program are: the Head of R&D, 

his subordinate managers of the subdivisions and a few key employees at subordinate levels. 

Except for these employee’s bonuses can be offered to potential recruitments as an incentive 

to join the company. The bonus model is divided into two parts. One part is connected to the 
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company's aggregated EBIT of the fiscal year and the other part is connected to goal 

achievement of his or hers sub division within R&D. The EBIT mechanism in the model works 

in the way that the company as a whole has a certain EBIT goal, and if that goal is achieved, 

then bonus entitled employees qualify for a bonus amount which is a percentage function of 

their yearly salary. If 100% of the EBIT goal is achieved, then a predetermined percent of the 

yearly salary qualifies as a bonus amount. It is not a binary model. If the company as a whole 

achieves e.g. 70% of the EBIT goal, then 70% of the predetermined percentage of your yearly 

salary qualifies as bonus amount.  

The second part that determines the bonus is the goal achievement of operational performance 

measures. These are divided into several goals that are equally weighted to X% per goal. If the 

goal is to be more time efficient in correcting errors and bugs and if that is achieved, then X% 

of the bonus pool is paid to the manager in charge. The achievement of these determines how 

much the employee will receive in bonus from the bonus-qualified amount (mechanism 1).  

Other than bonuses, the only compensation which employees receive is salary.  

R&D only has monetary rewards which constitute the bonus scheme. There are no non-

monetary rewards or group based rewards in place.  Neither are there any long-term incentives 

in place in the current phase. All bonuses are attached to yearly performance measures. The 

Head of R&D together with the CEO are the ones who determine what shall be rewarded and 

what types of performance rewards should be attached to.  

4.1.5 Administrative Controls 

 

Organizational Structure 

The R&D organization is divided into four subdivisions with a manager managing each 

division. These are technology development, product development, product management and 

one more located outside of Sweden. Each sub division manager has their own subordinate 

managers. The old Software, was reorganized into two separate divisions. These divisions are 

in the current phase called R&D and Business Innovation. The pure innovation activities of 

scanning new technologies and opportunities for developing new products were allocated to 

the Business Innovation division. The activities in R&D are, amongst others, to process and 

add value to ideas coming from Business Innovation. 

As mentioned earlier, the Head of R&D has full autonomy when it comes to spending within 

the allocated budget frame. He then allocates budgetary resources down to the managers of the 
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sub divisions who, in turn, has autonomy to distribute resources further down to their respective 

sub division's activities. A figure of the current organizational structure can be seen below in 

figure 5. 

 

Figure 5: Swedish organizational structure in the current phase in R&D 

 

 

Autonomy 

The Head of R&D reports to the CEO and he has a large extent of autonomy over the 

management of R&D and how the unit carries out its operations and activities. He described 

his autonomy towards the CEO as "...I keep him informed and he trusts me to play by the rules. 

However, he sometimes has some objections and opinions on things we need to fix". Further 

the Head of R&D described the autonomy of his subordinate managers towards him as being 

similar to the autonomy he has towards the CEO. "It is not top managed, they know the frames 

and that they must deliver on time with the required quality and if something does not work 

they will have to signalize that to me".  

The managers for the subdivisions have responsibility for resource allocation within their 

respective sub division and are also appointing project managers and overseeing projects in 

which their sub division has a major stake. Further, they have responsibility for documentation 

and quality assurance.  

The Head of R&D underlined that apart from the formal administrative organization structure, 

there is also an operational organization structure. The latter structure relates to the ongoing 

projects and their dignity. Each project is managed by a project manager and steering 

committee in order to steer the projects so that they deliver on time. Steering committees can 

be manned with employees from all organizational levels depending on the desired 
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competence. The higher dignity of the project, the higher the seniority in the steering 

committee. In release projects, steering committees include members from the company board 

such as the Head of R&D, the CEO and the Head of Consulting. This due to the major decisions 

that need to be made in these kinds of projects. The steering committees are manned according 

to the competence that is required. This means that employees from different organizational 

divisions can be involved in the same steering committee. 

The Controller is involved in several steering committees in order to monitor the financial 

aspects of the project and also act as support in questions regarding financial matters. The fact 

that the company Controller is involved down on project level is commented by the Head of 

R&D as "...it has been more as a tradition that he does it but he contributes quite a lot. But I'm 

not used to finance having their fingers deep in the jam jar". Further he says "...I think more 

that it is about what we deliver as long as we stay within our budget".   

The formal organizational structure has separated activities when it comes to administration, 

repetitive and routine-based tasks. The development activities of R&D is largely managed in 

projects and is a part of the operational structure.  The operational structure is dynamic and 

changes as the project portfolio changes.  The Head of R&D separates the activities in R&D as 

repetitive and routine-based and development. He has clarified what employees should work 

with development and what employees should work with the repetitive and routine-based tasks.  

Decentralization 

The current R&D organization has according to the Head of R&D a high degree of 

decentralization regarding decision making. Managers are free to make decisions on lower 

levels as long as they feel that they have all the information available to make that decision. If 

not, they will bring it up with other managers in management meetings.  

Meetings 

The management team of R&D meets every week and the Head of R&D stated that this is part 

of the guiding mechanism that he is practicing. During these meetings they discuss what needs 

to be done in the ongoing projects and operations. Every fourth week a review meeting is held 

in which goals are revised if deemed necessary by the management team of R&D. On a 

quarterly basis, the management team of R&D has larger business reviews where goals are 

followed up and goal achievability is reviewed.  
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The Head of R&D stated that he has added more frequent meetings with the management of 

R&D since he was recruited. He would not call these meetings as restricting, rather that they 

serve the purpose of guiding.  

Policies and Procedures 

There are rules for attestation, travel, safety and communication. The attestation rules regulate 

the financial decisions employees are allowed to make at different levels in the organizational 

hierarchy as way to control spending. Travel regulations dictate how to act and what you are 

allowed to get compensation for when you go on business travels. The travel regulations are 

according to the Head of R&D not detailed and he stated that they are written according to the 

principle "freedom under responsibility".  The communication rules regulate what you are 

allowed to say about the activities and operations as an employee. The safety policies regulate 

how often you have to have to change passwords and restrictions on how to code in the 

software.  

The purpose of the regulations in place is according to the Head of R&D to guide rather than 

to restrict employees. The Head of R&D termed these as "guiding principles" which constitute 

the model for the regulations and policies. He described the importance of these principles in 

R&D as: 

 "...by allowing individuals' innovation to emerge through their own initiatives 

yes, under proper regulations, you get more out of the organization than if you 

just say no, you must not do so or do so." 

The Head of R&D also stated that some restrictions and regulations are necessary in any major 

organization primarily to regulate risks, spending or actions that could hurt the organization or 

the work of others within the organization. The Head of R&D said "...people should act under 

a framework in which they are allowed to take initiatives and not feel locked". The restrictions 

and regulations that are in place are necessary in order to manage risks but they are not detailed 

to the level that people feel restricted the Head of R&D describes the administrative control.  

Pre-action reviews are not widely used since these can choke the innovation and initiatives of 

employees in the organization according to the Head of R&D.  In the R&D organization, 

managers and employees are trusted to act responsibly and in the best interest of the activities. 

Thus, there is no formalized reviewing process.   However, when employees and managers feel 

uncertain of a decision or direction then it is discussed in a management meeting or a separate 
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meeting in order to reach a solution to the problem, and thus sometimes there is a review control 

in place according to the Head of Product Development. 

4.2 Previous Phase 
 

4.2.1 Cultural Controls 

 

Subcultures and formal codes within R&D are not elements that have been subject for change 

and therefore they were similar in the previous phase.  

Organizational Culture 

According to the Controller the organizational culture in the previous phase is best 

characterized by being "…one big family" where there was a low sense of individual 

responsibility. He also said that the organization was immature and has not been managed 

towards maturity by previous senior management. There has been low sense of individual 

responsibility in the way that employees are rarely held accountable for their wrong or less 

desired actions or ill-made decisions while good decisions and high performance are being 

explicitly praised. The Controller stated that the founders founded the company straight out of 

university and have until 2012 managed the company, which according to him is the main 

reason why the family culture has emerged and that the organization has not matured. The Site 

Manager was on the same path when she said that before the process of change started, you 

could easier see that the company was a spin off from the university because of the CEO being 

a visionary person where the management part of his roll was rather problematic since there 

was none. Further, the Controller asserted that: 

 "...we have had a leader who has had the attitude that he has not been very 

comfortable handling conflicts, demanding responsibility, following up and this 

has permeated the entire organization for the last 20 + years".  

He also stated that it sometimes felt as like 20% of the employees were doing 80% of the work 

load due to that the lack of deliverance pressure on individual level. There was no formal 

feedback system in place and therefore the ability to correct deviances and rebuke employees 

who made mistakes was low.   

The Site Manager mentioned that the values of the current phase are basically the same as 

before the change process. The words have changed, but the meaning is still the same. 
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However, nor she nor the Controller who have worked at the company for a long time 

remember the old values. 

Work-Place Design 

The company changed offices during 2014 and the office landscape in the previous phase was 

quite different from the one Company X have in the current phase. The open landscapes are 

bigger in the offices they have in the current phase and in the old building there were smaller 

rooms. In the old building it was not as coordinated that people were grouped to sit with those 

they worked with as it is today in the current phase. The differences among divisions regarding 

how to work and setup have always been different according to the Site Manager and have not 

changed since the change process started. 

4.2.2 Planning Controls 

 

In the previous phase the short-term emphasis in the goal setting was dominant and long-term 

strategic planning was a rare element. There were no clear long-term goals other than the aim 

to be market leader and the overall company vision. The R&D organization and the company 

as a whole were hardly controlled to achieve yearly goals. The Head of R&D stated that the 

management of Software was dominated by finance and that the activities relied heavily on 

financial goals related to budget. Something that was further strengthened by both the Head of 

Product Development and the Controller.  

Goal Categories 

The balance of importance when it comes to the different goal classifications was similar to 

the description of the current, i.e. as following: (i) financial, (ii) operational goals, (iii) customer 

satisfaction and (iv) employee satisfaction.  

The current Head of R&D and Controller both agreed on that the management of Software was 

dominated by the financials and the activities relied heavily on financial goals related to budget. 

Non-financial KPIs were rare or non-existing in the annual planning. Activities and projects 

were heavily steered to control costs and spending.  

According to the Head of R&D, the goal setting practice in general was previously close to 

non-existing. He stated that: 

"There were no goals, there were projects that had to be delivered based on 

contracts but it was not put together in a unified goal setting. All the units were 
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not coordinated to form one unit. It was to my understanding very weak 

governance".  

Planning Cycle 

There was no formalized operational planning cycle for the Software division. The planning 

and goal setting was based on the projects and customer deliverances individually and not 

coordinated in-between the different projects.  The previous planning was thus completely 

project based and there were no consistent planning or goal setting processes for the Software 

division. "We sold a project to the client and then we delivered, that was the goal" said the 

Head of R&D. 

The previous planning practice with its inconstancies and lack of a formalized operational 

planning cycle was according to the current Head of R&D a result of the company as a whole 

being more of a consultancy organization with less standardization in its product offer. The 

projects and customer deliveries were based on dialogue with the customer and what they 

demanded. Therefore, planning and goal setting were different depending on the project and 

customer.    

Employee Involvement in Planning Cycle   

The involvement of employees in the planning process was according to the Head of R&D and 

Head of Product Development different in the previous phase. The Head of Product 

Development stated that there was a lack of consistent and clear goals and therefore the general 

involvement was different. Sub-managers in Software had less involvement in the planning 

process and goal setting since there were less communication channels open for the members 

of the management team in Software up to the company board and other divisions within the 

company. Therefore, they did not have adequate information about ongoing activities in the 

company as a whole and thus they were not as involved in the planning process.  

4.2.3 Cybernetic Controls 

 

In the previous phase, the cybernetic control of the Software organization was heavily focused 

on financial measurements mainly related to budget accordance or deviance. The previous head 

of Software was not given autonomy of the allocated budget unlike the current business unit 

head. The Controller, CFO and CEO allocated a budget to the Software division and then that 

was controlled and followed up by the Controller and the finance function on a continuous 
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basis. The financial side of cybernetic control was dominating in Software relative other forms 

of control due to the tight cost restrictions short-term planning and goal setting. 

The Controller and the Head of R&D stated that the lack of non-financial performance 

measures in Software was a result of insufficient competence of the Head of Software and 

therefore the follow up of Software's operations was mainly financial due to that he lacked 

knowledge of what to measure and how. 

The budgets were highly specific and detailed down to transaction level on a monthly basis and 

used for tight control of the Software division. The current Head of R&D explained that the 

previous budget was almost entirely created and allocated by the finance department, however 

with input from the Head of Software and occasionally the subdivision managers.  

The previous purposes of the performance measurement systems were mainly to be a tool for 

follow up and analyzing deviances and variances but also a tool to, as the Controller stated:  

"...increase the temperature under them a little so that they deliver." 

The financial performance measures that were broken down to KPIs were primarily related to 

the budget components and in place in order to ensure that the software costs did not exceed 

the allocated cost budget frame. According to the Controller, non-financial measurement KPIs 

for the Software organization were rare or non-existing. The Software organization was in 

general managed using financial performance measurement tools and in general almost 

completely financially controlled.    

The Controller stated "...we were in a state where we were very bad at following up R&D 

operations". The main reason to why the Software division was mainly financially controlled 

in the previous phase was because it was such a big emphasis on the projects sticking to their 

allocated cost frame in order to ensure that costs did not exceed the acceptable levels due to 

tight cost restrictions in the entire company. This required the KPIs and goals to be of short-

term nature since there was little room for breathing space according to the Controller.   

4.2.4 Rewards and Compensation Controls 

 

In the previous phase the bonus scheme only covered the Head of Software and some of the 

subdivision managers but not all. That model was according to the current Head of R&D not 

clear nor was it consistent for the bonus entitled employees. While some managers had bonus 

agreements some did not.  The bonus agreements in place were not universally formulated and 
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not consistently applied to employees on the same managerial level in the organizational 

hierarchy.  

There were no non-monetary rewards nor were there any group based rewards where 

employees within a certain group were rewarded if the group reached a certain target or 

equivalent. Employee benefits were similar to those in the current phase.   

4.2.5 Administrative Controls 

 

Organizational Structure 

In the previous phase the R&D unit was called Software, and consisted of five subdivisions. 

These were: Technology Development, Technology Deployment, CE, Nova and Clinical 

Decision Support (CDS). The only one which has remained the same since the reorganization 

of Software is Technology Development. The rest have been object for revision where most of 

the old divisions have been moved to the newly created Business Innovation which is its own 

business unit in the current phase and lies outside of the R&D organization. Business 

Innovation’s activities are mainly constituted by scanning the market and technological 

development for new opportunities and concepts to add to the company's product. It is now its 

own division and separated from the current R&D organization. A figure of Software’s 

organizational structure is provided below in figure 6. 

 

Figure 6: Organizational structure in the previous phase in Software 
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In Software there was little or no clarification on what employees should work with 

administrative, routine-based and repetitive tasks and what employees that should work with 

development tasks. The distinction between the operational organization and the administrative 

organization was not clarified.  The current Head of R&D said that the Software organization 

was more administrative and resources and project teams were locked. Different teams were 

assigned specific tasks and resources to complete those tasks. In some teams e.g. 70% of the 

time were allocated to develop new features in the Software and 30% could be allocated to 

correcting errors in the software. The management of Software determined the time allocation 

and resources were not allocated to new strategic product development but were locked within 

the teams.   

Meetings 

There was less frequency in the structure when it comes to meetings. The current Head of R&D 

has added more frequent meetings than the management meetings frequency in Software.  

The Head of Product Development stated that in Software there were at first no regular meeting 

schedules with the management team of the division. After initiative from two management 

team members they started having meetings every two weeks.  

Decentralization 

The autonomy regarding decision making in Software was different to that in the current R&D. 

According to the Head of Product Development there were no clear directives for her and she 

further stated that "...in one way, I had all the freedom in the world." She acknowledged that 

this was mainly due to managerial incapability which resulted in that there were no formal 

steering directives for her to follow.  

Policies and Procedures  

The policies and procedures have not been subject for notable revision or change and are 

therefore similar to those in the current phase.  

In Software there were no formal pre-action review systems and employees were free to go 

through with initiatives as long as they did not feel unsure and felt need to bring it up for review 

themselves.  
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4.3 Comparative Summaries Previous and Current Phases 
 

4.3.1 Cultural Controls 

 

There is no clear distinction in organizational culture before and after the process of change. 

Efforts to change the organizational culture are currently being made. More feedback, harder 

emphasis on operational follow up, redefining work roles and target of recruits with desirable 

experiences are what currently is being used by management to try to change how employees 

behave and experience their own efforts to achieve a cultural change. The organizational 

culture has been characterized by informality and a family feeling where negative feedback has 

been rare and there has been a lack of sense of individual responsibility for actions and 

decisions. The management team of R&D aims to achieve a more business minded and 

professional culture with regular feedback and high sense of individual responsibility.   

4.3.2 Planning Controls 

 

The planning has been a major subject for change where the goals in the previous phase being 

of short-term and financial nature. There were no consistent or general goals for Software due 

to the operational goal setting being totally project based.  

Financial goals dominated both on the organizational level and on the project level and were 

of short-term nature.  There was previously not a formalized planning cycle for the Software 

organization which now has been introduced in R&D. In the current phase more long-term and 

non-financial goals of operational nature have been introduced on the organizational level and 

are communicated down so that employees are aware of the direction of the R&D organization 

and the company as a whole.  

4.3.3 Cybernetic Controls 

 

The performance measurement controls are practiced different in the previous and current 

phases. In the previous phase these controls relied heavily on tight and detailed budget control 

and financial measures based on budget components that measured how well Software projects 

and activities kept to the allocated budget. Previously the budget was mainly set by the finance 

department of the company. In the current phase, the budget is allocated by the Head of R&D 

and the main budget control element is to stick to the budget frame and maximize quality and 

output with the provided resources.  
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There was a large emphasis on counting and reporting costs and hours spent in Software’s 

operations. In the current phase, more non-financial performance measures and hybrid 

performance measures have been introduced. There are no measures for performance 

evaluation ranging longer than 12 – 24 months in the previous phase nor in the current phase.    

4.3.4 Rewards and Compensation Controls 

 

The main difference between the current and previous phases in the organization's rewards and 

compensation schemes is that the bonus program has been made consistent and universally 

applied to the bonus entitled managers and key employees. There are still no non-monetary 

rewards or incentives attached to long-term performance. There are no rewards on group level 

in the previous nor the current phase.  

4.3.5 Administrative Controls 

 

The main change in the administrative controls derives from the organization structure and the 

complete reorganization of Software to R&D.  The Software organization included several 

subdivisions that were enrolled in innovation activities. These were lifted out to form a separate 

division called Business Innovation. The R&D division is organized so it can process and add 

value to the ideas that come out from Business Innovation.    

The current R&D organization has a different structure which is organized in an administrative 

organization and an operational organization. The new structure is characterized by more 

specified work tasks, more frequent meetings, clearer directives and managers enjoy a high 

degree of autonomy regarding decision making. Software was also a decentralized 

organization, however it was not designed to be decentralized, it was rather a result of the lack 

of management. 

The policies and procedures have not been subject for change and are therefore similar in the 

two phases. The aim is not to regulate in too much detail in order to prevent the choking of 

innovation and initiatives of employees at all levels. Systematic reviews of initiatives are not 

practiced in neither R&D nor were they practiced in Software. 
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5. Analysis 
 

This chapter consists of three sections. Firstly, we contrast the empirical evidence to how 

Malmi and Brown (2008) define a MCS and what components that constitute the MCSP during 

the two phases. Secondly, we investigate the interrelations in the MCSP that have been 

revealed during the change process in response to the stated need to do so when studying MCSs 

as a package (Kennedy & Widener, 2008; Sandelin, 2008). Thirdly, based on the first two 

sections, we assess the performance implications of the MCSP in the two phases by analyzing 

if they promote organizational ambidexterity according to theory and how the changes made 

in the process have altered the organization's ability to be ambidextrous. RQ1 is treated under 

sections 5.1 and 5.2, whilst RQ2 is treated under section 5.3. 

5.1 MCSs in Place and Their Use 
 

As stated earlier, many different definitions of MCS exist. The definition that we apply in this 

study is proposed by Malmi and Brown (2008): "those systems, rules, practices, values and 

other activities management put in place in order to direct employee behavior" (Malmi & 

Brown, 2008, p. 290). 

For this reason, in order to analyze the MCSP of the case organization, we need to analyze if 

the controls that are put in place are used by management to direct employee behavior or if 

there is another intended use, and thus determine if they are MCSs. Also this section will 

compare the empirical evidence that was gathered to see if all sub-categories within Malmi and 

Brown's (2008) proposed control groups are present in the organization. 

5.1.1 Cultural Controls  

 

The use of organizational culture can be seen as a MCS if used to direct employee behavior 

(Malmi & Brown, 2008). Cultural control is the most stable of the five control groups over 

time making changes slow and require time to implement (Malmi & Brown, 2008). The 

organizational culture is experienced as strong and easily defined in the case organization as 

described by the interviewees. The organizational culture can according to both the Controller 

and Head of R&D, be classified as immature and family like rather than a professional 

colleague context. It was for this reason that the new Head of R&D started to implement more 

accountability among employees as well as communicating the new business mindset and 

increasing emphasis on more thorough follow up of operations. However, these changes that 
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the Head of R&D wants to implement to change the culture come from other control groups 

than cultural controls as they are described by Malmi and Brown (2008). The higher degree of 

accountability amongst employees is classified as an administrative control (Malmi & Brown, 

2008) and harder follow-up of operations relates to cybernetic control (Malmi & Brown, 2008).   

Within cultural controls, Malmi and Brown (2008) consider three aspects: (i) value-based 

controls, (ii) symbol-based controls and (iii) clan controls. The first, value-based controls 

which are intended to communicate core values to employees deriving from the company's 

strategy. The values at Company X have changed since 2014 to “be happy, do good, beat the 

numbers, be number 1”. These are communicated to employees through an internal 

communication platform from the CEO, however they cannot be seen as a MCS since they are 

not widely shared or known among employees as the Site Manager mentioned. There is also 

no information or documents available to employees in which the values are explained and that 

provide information for employees of how to act accordingly. Thus values are not included in 

a system or process that are actively used to direct or generate a specific behavior amongst 

employees and therefore it cannot be labeled as a MCS given the chosen definition by Malmi 

and Brown (2008).  

Symbol-based controls have to do with expressions that organizations develop in order to create 

a certain culture (Malmi & Brown, 2008). Two emphasized examples of symbol-based controls 

are work-place design and dress codes (Malmi & Brown, 2008). Neither in Software, nor in 

R&D has there existed any formal dress codes or codes of conduct. The work-place design that 

came with the new offices in 2014, serve more of a functional purpose for employees to sit 

with the people they share work tasks with than to convey a certain culture which expresses a 

desired behavior at the company. Therefore, no symbol-based MCSs exist in the previous phase 

nor in the current phase. 

Clan controls, have according to Malmi and Brown (2008) to do with subcultures existing 

within organizations where values are shared that have come to employees through a 

socialization process. The empirical evidence tells us that there are no specific subcultures in 

R&D and that there does not exist a process put in place by management in which subcultural 

values are fostered. For this reason, no clan controls are practiced in the two phases as MCSs 

as they are defined by Malmi and Brown (2008). 
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Thus, cultural controls as described and defined by Malmi and Brown (2008) do not exist in 

the form of MCSs in the case organization of this study since none of the three aspects were 

present. This is the case in both Software and R&D.  

5.1.2 Planning Controls 

 

Planning controls serve many different functions within an organization. Firstly, they direct 

behavior and effort by setting goals for all functional areas within an organization (Malmi & 

Brown, 2008). Also, planning controls communicate the wanted effort and behavior to 

employees through the standards they employ related to the organizational goals (Malmi & 

Brown, 2008). In the current phase where goals and goal-setting are more used then in the 

previous phase, it is easier for employees to understand the wanted and needed effort in order 

to live up to management’s expectations. They serve as an important mechanism to guide 

behavior as the Head of R&D mentioned. The planning controls can thus be labeled MCSs 

since they are put in place by management to guide behavior, both in the previous and the 

current phases based on the definition by Malmi and Brown (2008). 

Malmi and Brown (2008) present two broad approaches within planning controls, action 

planning and long-range planning. Action planning involves the short-term goals set for the 

future 12 months, while long-range planning involves goals for the medium and long run. In 

Software, the previous phase, formal goal-setting was hardly used. However, those that were 

used were only of short-term nature. Today, in the current phase in R&D, short-term goals are 

still used extensively, however more long-term goals have been added and are given more 

priority.  

When evaluating a company's planning controls, Malmi and Brown (2008) also pinpoint the 

importance for researchers to understand whether a company's planning is done simply to 

decide on future activities or whether it also involves building the commitment of employees 

to these plans. In the previous phase, since hardly any long-range goals existed, planning was 

not used to decide on future activities to any large extent but rather to direct employees. In the 

current phase, in R&D, both these traits are present. The first is shown by their newly set and 

implemented long-range goals which serve the purpose of making tomorrow’s software and 

satisfy the client demands for products in the future. The second trait is also present since in 

the current phase, lower-level managers are active in the planning process making it easier for 

employees to commit to the goals since they are more involved, something the Head of Product 

Development mentioned during her interview.  
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5.1.3 Cybernetic Controls 

 

Malmi and Brown (2008) argue that cybernetic controls can be pure information systems for 

decision support or MCSs used to detect conformance issues and direct behavior of employees. 

As described in the empirical evidence, cybernetic control elements are used in both Software 

and in R&D as tools to direct efforts and provide guidance to make employees perform 

desirably. This is mainly due to the extensive use of the budget, which in Software was detailed 

down to transaction level and dominated the cybernetic control of the organization. The budget 

is not as specific in the current phase in R&D but is relied on in projects and is used as a guide 

to show how and what can be done as long as employees do not exceed the budget that was 

assigned to them. For these reasons, the cybernetic controls in both Software and R&D can be 

seen as a MCS rather than an information based decision support system based on the MCS 

definition proposed by Malmi and Brown (2008).  

Cybernetic control systems are divided into budgets, financial measures, non-financial 

measures and hybrid measures in the typology proposed by Malmi and Brown (2008). As 

described in the empirical evidence, the cybernetic control in the previous phase was mainly 

constituted by budget related measures of cost spending and non-financial measures and 

hybrids were rare. In the current phase, all the cybernetic control components as described by 

Malmi and Brown (2008) are in place in R&D which is indicated by the empirical data.   

5.1.4 Rewards and Compensation Controls  

 

The rewards and compensation controls which according to Malmi and Brown (2008) aim to 

reward accomplishment of targets and desirable performances are in place in both Software 

and R&D. As the empirical data shows, the bonus program in place in both Software and R&D, 

function as the rewards and compensation controls described by Malmi and Brown (2008). 

These bonus schemes could further be stated to be a MCS based upon the definition proposed 

by Malmi and Brown (2008) since it is a system, put in place by management in order to 

generate desirable behavior through rewards. 

5.1.5 Administrative Controls 

 

According to Malmi and Brown (2008), administrative controls are used to guide behavior of 

employees through organization structure, governance structure and through policies and 

procedures. In both Software and R&D, there is a formal organization design which includes 
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an administrative organization for routine tasks and an operational organization which includes 

the ongoing projects. The organization structure can be labeled a MCS as defined by Malmi 

and Brown (2008) since it is put in place by management and organizes individuals work tasks 

and therefore it generates a certain type of contact and relationship as a result of the 

organizational structure. 

Malmi and Brown (2008) term policies and procedures as the rules, standards and policies that 

specify how certain work tasks should or should not be performed and can limit what 

employees can decide and carry out without review or allowance by superiors. The empirical 

evidence shows that policies and procedures, e.g. rules for attestation, travel and secrecy, are 

in place and their purpose is to specify wanted or undesired behavior and actions which goes 

in line with the description of Malmi and Brown (2008) and thus they can be labeled as MCSs. 

Since these have not been subject for change, this was also the case in Software.  

Governance structure includes ways for management to direct employee behavior through 

monitoring and formal lines of authority and accountability (Malmi & Brown, 2008). This 

could include meetings and meetings schedules as well as the structure of management teams 

and project teams (Malmi & Brown, 2008). The empirical evidence show that in both Software 

and R&D, there are governance structures that are put in place by management and enables the 

organization to coordinate activities horizontally and vertically which goes in line with the 

description by Malmi and Brown (2008). The empirical data shows that the governance 

structure is more formal in R&D than in Software due to the formal and regular meeting 

schedule with the management team of R&D which was less formal and regular in Software. 

However, since the empirical data indicates that the governance structures in both Software 

and R&D exist and influences behavior of employees through directives along the lines of 

authority they can be labeled as MCSs according to the definition by Malmi and Brown (2008).  

5.2 Interrelations  
 

After determining what MCSs that constitute the MCSP in the two different phases, based upon 

the definition of MCS presented by Malmi and Brown (2008), the interrelationships between 

the control groups need to be examined. This is due to that results from the empirical studies 

conducted by Kennedy and Widener (2008) and Sandelin (2008) show that the different 

components in a MCSP interrelate and therefore one affects the functionality of another.  
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In the case organization, the changes in the MCSP between the two phases, have revealed 

linkages between the different control components, which confirms the suggestions made in 

the studies conducted by Kennedy & Widener (2008) and Sandelin (2008). Below, a figure of 

the found linkages within the MCSP is presented. 

 

Figure 7: Revealed interrelations in the MCSP 

 

Since cultural MCSs as defined by Malmi and Brown (2008) do not exist in our case 

organization neither in the previous phase nor in the current phase, they cannot influence other 

MCSs in the MCSP.  

The achievement of goals that emerge from the planning are monitored, measured and 

evaluated using performance measures which are termed cybernetic controls by Malmi and 

Brown (2008). The bonus entitled employees in R&D receive compensation attached to the 

degree of goal achievement which is evaluated using performance measures. Hence, there is a 

sequential linkage between planning controls, cybernetic controls and rewards and 

compensation controls, which goes in line with how Malmi and Brown (2008) describe these 

three control groups. This linkage also has an effect on culture and is according to the Site 

Manager at Company X a tool which the R&D management team is using for transforming the 

organizational culture in R&D. More emphasis on tighter follow up of R&D operations, as well 

as a clearer planning process and a universally applied bonus scheme, are all playing a part in 

creating a more business minded culture with a higher sense of individual responsibility and 

delivery.  

Further, there is a linkage between the administrative controls and the planning-cybernetic-

rewards linkage since the organization structure, both the administrative and operational, are 
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carrying out the activities planned for managers and employees on different levels in the 

organization structure. The goals are set for R&D as a whole, its subdivisions, its projects and 

activities and are then evaluated and potentially rewarded. The rewards attached to 

performance for bonus entitled employees are based upon performance of the responsible team 

of employees which are organized using administrative controls.  

Lastly, there is a link between organizational culture and administrative controls. Cultural 

factors such as subcultures and work-place design are influenced by how the organization is 

structured. Further, the entrepreneurial and innovative spirit in the organizational culture is 

affected by policies, procedures, reviews and decentralization of decision making which are 

included in administrative controls as described by Malmi and Brown (2008).  

This link is also made evident through that administrative controls could function as cultural 

controls since, a tool that the Head of R&D is using in an attempt to achieve a more professional 

organizational culture is to increase the sense of individual responsibility through holding 

employees accountable for actions and decisions to a larger extent than in Software. According 

to their description of administrative controls, Malmi and Brown (2008) include accountability 

for actions in governance structure and thus administrative controls are used to achieve change 

in organizational culture.   

5.3 MCSP Promotion of Organizational Ambidexterity 
 

After determining the control elements and groups that are in place in the case organization, 

their use as well as interrelations, the MCSP will now be assessed from a performance 

implication perspective in order to determine the functionality of the MCSP. This will be done 

by analyzing the empirical evidence within each control group presented by Malmi and Brown 

(2008) to theory within the field of organizational ambidexterity. This since the promotion of 

organizational ambidexterity, which has been found to derive to a large extent from the MCSP 

in place (Sorsanen, 2009), has showed a positive impact on survival (Cottrell & Nault, 2004; 

March, 1991) growth (Auh & Menguc, 2005; Han & Celly, 2008), market valuation (Wang & 

Li, 2008), innovation (Adler et al., 1999; McGrath, 2001; Tushman et al., 2010) and therefore 

it constitutes a broad performance implication indicator. 
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5.3.1 Cultural Controls' Promotion of Organizational Ambidexterity 

 

Since the organization does not practice organizational culture as a MCS, cultural controls as 

such cannot be assessed on how they promote the organization’s ability to be ambidextrous in 

accordance with the purpose of this study.  

The empirical data and the revealed interrelations indicate that the organizational culture which 

has traditionally been characterized by a low sense of individual responsibility and lack of a 

professional business mindset is not a result of cultural controls as they are described by Malmi 

and Brown (2008). This is described in the empirical data as a result deriving from weak follow 

up of operations and low accountability for actions and decisions which relate to cybernetic 

control and administrative control respectively as they are defined by Malmi and Brown 

(2008). Thus, the organizational culture does rather seem to be a result of the way other MCSs 

in the MCSP have been practiced. The use of these controls constitute the tools that the Head 

of R&D used to change the organizational culture in order to achieve a more professional 

culture, where accountability is enhanced and follow up of operations are more emphasized in 

order to generate a more professional culture. 

Thus, other MCSs are functioning as cultural controls and contribute to the experienced 

organizational culture in the organization as the empirical evidence shows. Cultural controls 

that are used as tight and loose simultaneously, would contribute to a context which would 

support organizational ambidexterity (Tushman & O’Reilly, 1996). Since there are no cultural 

controls functioning as MCSs based upon the definition by Malmi and Brown (2008), this 

implies that the absence of these does not constitute a contributing factor which could increase 

the organization’s ability to be ambidextrous.  This derives from research that describes culture 

as something that is tightly linked to the achievement of organizational ambidexterity (Gibson 

& Birkinshaw, 2004; Tushman & O’Reilly; 1996).  

The achievement of organizational ambidexterity would be facilitated by a clear and shared 

vision (Bartlett & Ghosal, 1998) and widely shared values and beliefs (Gibson & Birkinshaw, 

2004; McCarthy & Gordon, 2011) since these factors have been proven to be present in 

ambidextrous organizations. However, the lack of these factors in both Software and R&D 

imply that cultural factors fail to promote organizational ambidexterity in both the previous 

and current phase.  
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If culture was practiced as a MCS we could have been able to assess how they influenced or 

dealt with cultural inertia which is described as one of the major reasons why managers fail to 

achieve organizational ambidexterity (O'Reilly & Tushman, 2008; Tushman & O'Reilly, 1996).  

However, since no cultural MCSs exist this potentially important relation could not be 

explored.  

5.3.2 Planning Controls' Promotion of Organizational Ambidexterity 

 

Planning controls are important for an organization since they set goals for all functional areas 

within an organization and thus signalize to the employees the appropriate behavior and efforts 

needed to reach these goals (Malmi & Brown, 2008). Within planning controls there are two 

broad approaches, the first being action planning for the future 12 months and the second being 

long-range planning that stretches from 12 months and onward and is more of strategic nature 

(Malmi & Brown, 2008).  

In the previous phase, long-term planning, or planning in general stretching longer than 12 

months was rare. There was no clear goal setting, other than to aim to be the market leader and 

to follow the budget by having budget related financial performance measures. Since only 

short-term goals mostly related to finance were in place, neither the mangers nor the employees 

knew what the company was aiming to achieve in the long-term. In the current phase the 

process is heavily dependent and influenced on agreements with clients, which indicate how 

the R&D division will work for the future 12-24 months. Operational goals are set as a time 

plan for new software updates and product releases during this period. The short-term financial 

and operational goals are derived from these long-term goals. With the agreements with clients 

that stretch over a 12-24 month period, the R&D division knows what they are doing and trying 

to reach during this period. The implementation of more long-term goals is a key facilitator for 

the promotion of organizational ambidexterity as explained by O'Reilly and Tushman (2008). 

Since R&D's long-range planning is detailed with clear deadlines it also tells employees what 

is needed from them to reach these goals and therefore they serve an important purpose of 

directing effort, behavior, and attitudes amongst employees which serves as an important 

mechanism to facilitate an ambidextrous organization according to earlier studies (Bartlett & 

Ghoshal, 1998; O'Reilly & Tushman, 2008; Tushman & O'Reilly, 1996).  

The fact that the goals are detailed could indicate that the activities within the R&D division 

are of more exploitative nature. This because it is easier to precise and specify goals of this 

kind since they build upon existing processes and capabilities (Abernathy & Brownell, 1999). 
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Goals for explorative activities are harder to precise because of the nature of these activities 

(Bedford, 2015). The new Head of R&D said that he works extensively with the 

communication and follow-up of goals, something that in organizational ambidexterity 

literature is seen as crucial since it helps absorb uncertainty and direct employees (McGrath, 

2001). Thus, by showing the progress towards achieving goals, the Head of R&D now makes 

the organization more transparent which is something that has shown to foster mutual 

commitment towards achieving goals, which in the end has been seen to lead to ambidexterity 

and higher performance in the firm (Bedford, 2015; Widener, 2007). 

Compared to the previous phase where there was a lack of clear and consistent goals, not only 

have goals been created for the R&D division in the current phase, they also get a lot of 

attention depending on internal and external inquiries. The Head of R&D stated that goals are 

revised if necessary depending on client conditions. Thus the work with continuously revising 

the goals for the organization helps foster both explorative and exploitative activities since they 

easily can shift focus and be adaptable while still maintaining short-term action goals 

specifying the activities ahead. March (1991) argues in his article, that exploration and 

exploitation compete for scarce resources, thus this way of revising goals is important for R&D 

since they can shift focus to where it is needed and not where it was intended to go when the 

goals were set from the beginning. This goes in line with Gibson and Birkinshaw (2004) who 

state that organizational ambidexterity is a result of an organization aligning itself around 

adaptability which the continuous planning cycle and planning controls in the current phase 

can contribute to since goals can be revised if deemed necessary on a continuous basis. 

Furthermore, the participation and involvement by sub-managers in the planning process is 

higher in the current phase than in the previous as shown in the empirical evidence since there 

now are more communication channels open to other parts of the company. Thus, managers in 

R&D have more access to information going into talks of budget and action planning. This can 

be said to imply a higher sense of connectedness which according to Jansen et al. (2006) is 

associated with ambidextrous organizations since it involves more people in deciding the future 

direction of the organization. This is further described to lay ground for organizational 

ambidexterity by Bedford (2015) who states that through higher integration with lower level 

managers, top managers can get more access to patterns of new positive activities enabling 

both the selection of which activity to go forward with but also by being able to better invest 

resources into those activities. This promotes exploitation in the sense that it is still about 

specifying activities ahead which relates to what Gibson and Birkinshaw (2004) term as 
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alignment which relates to exploitation. It promotes exploration in the sense that the access to 

patterns as described by Bedford (2015) facilitate the modification of activities to ensure that 

non-conformance will not occur in the future. This relates to what McCarthy and Gordon 

(2011) describe as feed-forward control which they argue foster exploration since it implies 

search and discovery which relate to exploration (March, 1991). 

5.3.3 Cybernetic Controls' Promotion of Organizational Ambidexterity 

 

Malmi and Brown (2008) describe cybernetic control systems as being a feedback tool for 

measuring performance. This would, according to McCarthy and Gordon (2011) promote 

exploitation since it is described as a feedback system that uses historical information to detect 

and correct non-compliance with preset targets and standards. This as opposed to being a feed-

forward system that would encourage exploration since it builds upon the anticipation of future 

events in order to modify activities so that non-compliance does not occur (McCarthy & 

Gordon, 2011). However, there is another side of cybernetic control use. Mura et al. (2016) 

state that performance measurement systems can be used interactively (Simons, 1995) in 

formulating strategy and trigger dialogue of direction in the organization and thus generate 

explorative capabilities.  

Diagnostic (Simons, 1995) use of performance measurements, i.e. a tool for monitoring and 

evaluating performance trigger exploitative behavior by being a feedback system based on 

historical data (Mura et al., 2016). This goes in line with what McCarthy and Gordon (2011) 

found, that interactive use of MCSs triggers explorative behavior by being a feed-forward use 

of MCSs (McCarthy & Gordon, 2011). McCarthy and Gordon, (2011) inversely found that 

diagnostic use (Simons, 1995) of MCSs in R&D organizations generate exploitation for the 

same reasons as described by Mura et al. (2016). Thus the determinants of how cybernetic 

control systems affect organizational ambidexterity are based upon whether the cybernetic 

controls are practiced interactively or diagnostically. 

In the previous phase, Software was heavily financially controlled and budgets were detailed 

down to transaction level. The follow up process consisted of monitoring whether projects and 

operations stuck to budget and there were little or no non-financial performance measures. 

Performance was not measured for longer than on an annual level. Budgets were largely set by 

the finance department with less involvement by Software personnel as a result of insufficient 

qualifications in the Software leadership and tight cost restrictions. Thus, the use of cybernetic 
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control systems in Software were similar to what is described by McCarthy and Gordon (2011) 

and Mura et al. (2016) as diagnostic use (Simons, 1995) of control systems because the focus 

in the follow up process was on counting and reporting hours and costs spent in order ensure 

budget accordance.  Thus, according to the findings of McCarthy and Gordon (2011) and Mura 

et al. (2016) Software’s diagnostic usage promoted exploitative behavior by being a feedback 

system based on historical data.   

The participation in the budgeting process by managers in Software was lower than in R&D, 

however they had some input on what resources they thought were necessary to allocate to 

different projects and activities. Eventually budgets were determined by the finance department 

and hence the participation in the budgeting process was low.  

In the current phase the budget is now allocated by the Head of R&D after conferring with his 

sub-managers. However, the budget is still used extensively in the current phase which shows 

that Ekholm and Wallin's (2000) argument of budgets still playing a vital role in organizations 

holds up. The resource allocation is now closer to the activities and projects in R&D and thus 

the participation in the budgeting process is high and significantly higher than in Software. 

Participative budgeting, introduced by Shields and Shields (1998) is something that could make 

room for exploration since it can facilitate adaptation and innovation in an organization 

(Davila, 2005) which in turn relates to explorative capabilities (Gibson & Birkinshaw, 2004; 

March, 1991). Further, since the participation in the internal budget allocation in the 

organization is higher in the current phase, this could also relate to a higher sense of 

connectedness by sub-managers which according to Jansen et al. (2006) promotes an 

ambidextrous environment due to that more people are encouraged to participate in the future 

direction of the company.  

The measures and targets can also be revised during the R&D management team's weekly 

meetings, monthly reviews and quarterly business reviews if changes in the external 

environment requires it. This is an interactive way of using budgets and performance measures 

since they are set, revised and can trigger a continuous dialogue of direction and strategy since 

the use is affected by the scanning of opportunities, threats or other affectual factors. This 

interactive use can according to McCarthy and Gordon (2011) and Mura et al. (2016) promote 

explorative behavior.  

The introduction of non-financial measures and shift from hard and detailed budget control to 

focus on quality and value creation within the budget frame are also factors which are 



77 
 

interactive use as described by Simons (1995). This since the maximization of value is ensured 

through continuous dialogue (weekly meetings, monthly reviews and quarterly business 

reviews) of direction, strategic matters and how potential changes in external factors affect 

attainment of desired output and hence this could be said to promote explorative behavior as 

described by McCarthy and Gordon (2011) and Mura et al. (2016).    

However, there is also a diagnostic usage as described by Simons (1995) of R&D's current 

cybernetic control since the measures are still used to monitor and evaluate performance based 

on the operational and financial measurements which also rewards are based on. The follow up 

of operations are even more thorough in R&D than in Software. Thus the cybernetic control 

systems would also promote exploitation within R&D according to the findings of McCarthy 

and Gordon (2011) and Mura et al. (2016).  

Therefore, the current use of cybernetic control systems can be said to be balancing both 

exploration and exploitation in the current phase since they are systems of diagnostic nature 

but are also used interactively which promote exploitation and exploration respectively 

(McCarthy & Gordon, 2011; Mura et al., 2016). Whereas in the previous phase, the cybernetic 

controls were used as a diagnostic system which only promoted exploitation according to 

McCarthy and Gordon (2011). 

5.3.4 Rewards and Compensation Controls' Promotion of Organizational Ambidexterity 

 

Bonner and Sprinkle (2002) argue that incentives increase employees' performance since they 

direct efforts and work intensity to specific desired tasks. The performance attached incentives 

in both the R&D and Software organizations are of monetary nature and are attached to 

performance measures on an annual level to a few selected employees.  

The bonus model currently in place is built on the contingency rewards principles (Jansen et 

al., 2009) which state that rewards to individual employees depend on efforts and outcomes of 

the entire team. The second mechanism in the organization's bonus agreements consists of 

operational goal achievement, which managers cannot achieve by their own individual efforts, 

instead they depend on their team members to achieve these. This could promote ambidexterity 

in the way that contingency rewards could be used to incite managers for business units with 

interdependencies to look beyond their own interests and find new combinations for 

exploration and exploitation activities across business units (Jansen et al., 2009). Since the sub-
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divisions within both Software and R&D organizations man projects from different sub 

divisions they could be seen as interdependent.  

In the current phase the bonus scheme is available to all members of the management team of 

the R&D organization as opposed to the situation in Software where some had and some did 

not and those who had did not have consistent agreements. Since more managers now are 

entitled bonuses, more employees could thus be encouraged to find new combinations that 

foster ambidexterity provided the interdependencies within the organization and its 

interdependency to others.  

However, as McCarthy and Gordon (2011) argue, all types of feedback control within an 

organization where rewards and compensation elements are included, encourage exploitative 

activities since it uses tangible information about events that have already taken place and thus 

cannot be seen as a factor promoting exploration. The bonus system is built upon EBIT and 

operational goal achievement which both are constituted by historical information.  

Further, the rewards in both R&D and Software are monetary and linked to specific goals. 

Therefore, they encourage exploitative work efforts since they direct employee behavior to 

specific tasks and work frames and thus do not incite employees to work outside of the specific 

work frames which would encourage an exploratory way of working (Peterson & Luthans, 

2006).  

5.3.5 Administrative Controls' Promotion of Organizational Ambidexterity 

 

An organization’s structure is classified as a MCS by Malmi and Brown (2008) since it can be 

modified and altered by senior managers and thus it can be used to modify and direct activities. 

The achievability of organizational ambidexterity as a result of a structural solution is described 

by several researchers (e.g. Gibson & Birkinshaw, 2004; O'Reilly & Tushman, 2004). In both 

Software and R&D the organization structure can be regarded as decentralized regarding 

decision making, since lower level managers and employees are allowed a certain autonomy 

of making decisions without the involvement of top management as described in the empirical 

evidence.  

However, in Software the autonomy of decision making was generated by the lack of a clear 

or systematic frame for which managers were allowed to make own decisions or not. In R&D, 

the organization is formally designed to be decentralized and managers have clear directives 

for own decision making. According to Bedford (2015), a decentralized structure with great 
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involvement by employees in decision making fosters innovation and change and has a positive 

impact on firm performance. Innovation and change are linked to explorative capabilities 

(March, 1991) and therefore promotes exploration in the organization.  

Further, the major reorganization from Software to R&D, and the activities and tasks which 

are now associated with the respective divisions could promote structural ambidexterity as 

described by Gibson and Birkinshaw (2004). Gibson and Birkinshaw (2004) describe structural 

ambidexterity as a solution to the competition of resources and demands for alignment and 

adaptability activities which relate to exploitation and exploration respectively. The pure 

innovation activities were lifted out of Software to form a new business unit called Business 

Innovation.  

In the current phase the innovative output of Business Innovation is to be processed by R&D 

whom add value to their ideas. Thereby, one unit (Software) has been split up into two separate 

units in what can be labeled as spatial separation according to the description of Raisch and 

Birkinshaw (2008). Earlier research states that the explorative unit in a structural solution is 

often smaller than the exploitative unit which, in turn, has tighter processes (Tushman & 

O'Reilly, 1996). This is what has happened in R&D which has introduced more frequent 

meetings and reviews than in Software which could be seen as indicators of tighter processes. 

Spatial structures are according to Duncan (1976) and O'Reilly and Tushman (2004) put in 

place to pursue either explorative or exploitative activities. The Business Innovation division 

primarily scans the market and the development in technology within their field and from this 

develops new ideas for new products. This is what McCarthy and Gordon (2011) state primarily 

relates to exploration since scanning the market for opportunities result in a feed-forward way 

of control. The R&D organization is then responsible for processing and adding value to the 

ideas that come from Business Innovation. March (1991) states that exploitation is captured by 

words such as refinement, production and execution which can be related to the activities in 

R&D in the current phase.  

Thus, the reorganization of Software, in which both orientations were pursued, into two 

separate divisions where these orientations are divided can be seen as a spatial solution to 

achieve structural ambidexterity according to O'Reilly and Tushman (2004) who state that 

spatial structures are put in place in order to pursue either exploration or exploitation. 

Another dimension of the structure is that apart from the formal organization structure there is 

an operational structure in both Software and R&D consisting of projects which are manned 
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from the different sub-units within the division depending on need and required competence. 

This is according to Goldstein (1985) an example of a secondary structure which is mainly 

used to support non-routine tasks, innovation and balancing the limitations of the primary 

structure which is used for repetitive and administrative tasks. The secondary structure 

facilitates adaptability and flexibility since personnel quickly can change between projects 

depending on shifting conditions which is a factor that promotes exploration according to 

March (1991) who means that exploration is captured by words such as search, discovery and 

innovation and flexibility.  

Theory suggests that the fostering of organizational ambidexterity depends largely on 

managerial capabilities and supportive leadership whom can respond successfully to the 

potential tensions between exploitation and exploration demands in an organization (Gibson & 

Birkinshaw, 2004; Raisch & Birkinshaw, 2008; Tushman & O'Reilly, 1996). The way Software 

was organized, managed and controlled was according to the interviewees a result of lack of 

managerial competence and qualifications where directives to employees were experienced as 

unclear.  With the recruitment of the new Head of R&D, employees feel that the directives are 

significantly clearer than in Software and frameworks for activities and decision making have 

been introduced. The increased and standardized meeting frequency in the management team 

is an example of how R&D management provide clearer directives to employees. This is a 

supportive factor in enabling ambidexterity in a business unit according to Raisch and 

Birkinshaw (2008) since managers are responsible for coordinating and responding to the 

tensions that arise from the competition of resources and the balancing of exploration and 

exploitation through directing employees to these two orientations.  

The policies and procedures have not been subject for change in the transition from Software 

to R&D. They are however, according to the Head of R&D necessary for the nature of the 

activities in R&D. The Head of R&D explained them as moderately detailed with the aim to 

provide guidance to employees whilst not restricting too much in detail. This is due to the 

ambition not to choke new initiative taking and the innovative capacity of employees. Thus the 

policies and procedures in Software and R&D enable a balance between exploitation and 

exploration. Exploitation is obtained as a result of the policies and procedures' restricting 

dimension which according to He and Wong (2004) promotes exploitation since this relates to 

bureaucracy and routinization. The fact that the restrictions are not too detailed in the policies 

and procedures, can have a positive impact on exploration by not choking innovation as 

explained by He and Wong (2004) since this fosters improvisation and autonomy.  
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6. Conclusion 
 

The conclusion is divided into our two research questions where these will be clearly answered 

with the analysis as the starting point. Sections 5.1 and 5.2 help answer RQ1, whilst section 

5.3 helps answer RQ2. These are followed by remarks highlighting the realizations deriving 

from the conclusions of this study.  

RQ1. What MCSs are included in the MCSP before and after the period of change and how do 

they interrelate? 

Through reasoning, the definition of MCS that was chosen for this study is provided by Malmi 

and Brown (2008): "those systems, rules, practices, values and other activities management 

put in place in order to direct employee behavior should be called management controls" 

(Malmi & Brown, 2008, p. 290). With this definition as a tool, we could analyze the empirical 

evidence and determine whether the controls as described in the empirical evidence could be 

labeled MCSs or not. The analysis shows that four control groups: planning, cybernetic, 

rewards and compensation and administrative controls, were MCSs in both the current and 

previous phases, in the sense that they are systems and practices that managers use to guide or 

direct employee behavior. Regarding cultural controls, these were not found in neither of the 

phases. This implies that we did not find that the organizational culture was used as a MCS. 

The change in the organizational culture was rather due to changes in accountability 

(administrative control) and harder follow-up of operations (cybernetic control).  

This study uses the typology for studying MCSs as a package presented by Malmi and Brown 

(2008). This typology was chosen after comparing and contrasting which of the three 

mentioned frameworks for studying MCSs as a package that was deemed most suitable for this 

study. Malmi and Brown's (2008) main argument for studying MCSs as a package is that 

individual MCSs do not operate in isolation. In this study several linkages between MCSs were 

found and thus we can confirm Malmi and Brown’s (2008) argument with the findings of this 

study. 

One clear linkage that was found was that the goals set in the planning process are clearly 

measured and evaluated using cybernetic performance measures. The achievement of these 

performance measures is what determines a bonus for a bonus-entitled employee. Thus, these 

three control groups form a sequential linkage.  
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Another found linkage is between organizational culture and administrative controls where the 

work-place design described under Malmi & Brown's (2008) cultural controls were affected 

by how the organization was structured. Further, since no cultural MCSs were found, the 

administrative controls served this purpose to some degree by the Head of R&D using 

accountability among employees to change the behavior to achieve a more professional 

organizational culture. The organizational culture is also affected by the planning-cybernetic-

rewards linkage since these play a part in changing and steering aspects of organizational 

culture. 

We can with this study then confirm the relevance and importance of Malmi and Brown's 

(2008) statement of MCSs not operating in isolation. This since we have found several linkages 

between control elements in the case organization where one control group affects the 

functionality of another, which also goes in line with earlier studies from Sandelin (2008) and 

Kennedy and Widener (2008).                

RQ2. How does the MCSP in the two phases promote the organization's ability to be 

ambidextrous? 

It is difficult to specifically determine how the MCSPs promotes ambidexterity since the 

definition of organizational ambidexterity is to successfully balance exploration and 

exploitation which is a vague definition and does not provide an applicable measure or 

indicator for successful balance. We can only determine what factors in the MCSP that 

promotes exploitation or exploration and what elements that would enable a context in which 

organizational ambidexterity is achievable and what elements that would not support such a 

context.  

Cultural controls were not found in the organization neither in the previous nor in the current 

phase and were therefore not assessed how they balanced exploration and exploitation since it 

did not fit the purpose of the study. However, the R&D division lacks both a clear vision and 

clear values, which both have been seen as important factors for the promotion of 

organizational ambidexterity in previous studies (e.g. Bartlett & Ghosal, 1998). An 

organization’s culture has also been seen to play an important role in fostering organizational 

ambidexterity as found by Gibson and Birkinshaw (2004) and Tushman and O'Reilly (1996). 

For this reason, a big contributing factor to organizational ambidexterity as found in earlier 

studies is absent at R&D division at Company X.  
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Current Phase 

The MCSP of the current phase defines a context more supportive for achieving organizational 

ambidexterity than the MCSP in the previous phase. The changes made in the MCSP have 

contributed to a higher promotion of explorative capabilities, whilst maintaining the 

exploitative, and therefore a context enabling and facilitating the achievement of organizational 

ambidexterity has been created.  

In the current phase, participation amongst lower level managers in planning is higher, there is 

a formalized and continuous planning cycle, and more long-term goals have been introduced 

which signifies a balance between exploitation and exploration since the changes made have 

increased explorative capabilities while maintaining exploitative capabilities. The R&Ds 

cybernetic controls still largely consists of the budget but non-financial and hybrid measures 

have also been added. The difference in current phase compared to the previous phase is that 

more people are involved in the budgeting process which was argued to support explorative 

capabilities. Also, in the current phase there is both an interactive and a diagnostic usage of the 

budget which promotes explorative and exploitative activities respectively. The policies and 

procedures in R&D have not changed from the previous to the current phase. They can be said 

to promote a balance between exploitation and exploration. Exploitation because of their 

restricting dimension, and exploration since they are designed not to choke innovation and 

initiative taking. 

Rewards and compensation controls are as described similar to nature and function as they 

were in the previous phase and therefore they encourage exploitation in a similar manner even 

in the current phase.  

The changes made in the administrative controls are first and foremost the major reorganization 

of the structure and the split of Software into two independent divisions, Business Innovation 

and R&D.  This structural change can be seen as an attempt to achieve structural ambidexterity 

by spatial separation where one unit is seen as exploitative and one as explorative by the nature 

of the activities. R&D is in this case the exploitative unit processing the ideas coming out of 

the explorative unit called Business Innovation.  The decentralization of decision making is 

high in both phases and this encourages exploration since it fosters innovation and change. 

The changes in governance structure with more frequent meetings, formalized meeting 

schedule and clearer directives are a result of improved managerial capabilities which is 
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strongly associated with ambidextrous organizations and thus this would support a context 

enabling organizational ambidexterity.  

Previous Phase 

The analysis of the empirical data leads us to the conclusion that the MCSP in the previous 

phase included controls that mainly promoted exploitation due to the usage and design of the 

MCSs in place. Thus, the MCSs in the MCSP did not collectively promote a context in which 

organizational ambidexterity could be achieved since there was little focus on ensuring future 

viability deriving from the imbalance between exploitation and exploration.  

Planning controls which in the previous phase only included short-term goals, promoted 

exploitation since they rather ensured current viability and thus did not include elements 

ensuring future viability which long-term goals would have signified. Cybernetic controls were 

used as a diagnostic system and were dominated by a detailed budget which encouraged 

exploitation. The rewards and compensation controls consisting of bonus agreements which 

rewarded past short-term efforts also encouraged exploitation and hence did not provide 

incentives inciting explorative capabilities in the organization.  

Exploration was only promoted through the decentralized structure regarding decision making. 

However, this was not a systematic design, it was rather a result of the lack of capable 

management that did not provide clear directives. This, in turn constituted a leadership context 

which did not enable organizational ambidexterity since this is primarily a function of 

managerial capabilities. However, the policies and procedures in the previous phase supported 

an enabling context since they specified wanted behavior through restrictions but maintained 

support for exploration since they were designed not to choke innovative capacity amongst 

employees.  

Further, participation in the planning process in the previous phase was low amongst 

employees and thus did not support a context promoting organizational ambidexterity since it 

did not incite employees to participate in the future direction of the organization.  

Summary 

The current phase's MCSP promotes organizational ambidexterity better than the previous 

MCSP according to theory within the field. This is due to that in the previous MCSP, most of 

the control elements promoted exploitative capabilities or non-enabling contexts. In the current 

phase, the MCSP maintains most of the controls that promoted exploitation in the previous 
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phase. However, changed usage of MCSs and added controls have resulted in a stronger 

promotion of explorative capabilities and enabling contexts. Therefore, the MCSP of the 

current phase balances the two orientations of exploitation and exploration better than the 

MCSP in the previous phase. Provided the better balance between exploitation and exploration 

in the current phase, promoted by the current MCSP in place, the R&D division ought to have 

a higher probability of sustaining performance. This is since earlier studies prove that a balance 

between exploitation and exploration, i.e. the achievement of organizational ambidexterity is 

associated with higher performance and survival.   

6.1 Suggestions for Further Research 
 

With the conclusions of our study we can clearly see that research on MCSs should be studied 

to a larger extent as a package since we found that MCSs are not operating in isolation due to 

the found interrelations between control groups. This is Malmi and Brown's (2008) main 

argument for studying MCSs as a package, and we can with the findings of this study confirm 

their statement as well as the similar findings by Kennedy and Widener (2008) and Sandelin 

(2008). In this study we found evident linkages between MCSs in the MCSP and also that 

MCSs can be used to fulfil purposes of others, in this case administrative controls and 

cybernetic controls being used to steer aspects of organizational culture which is the purpose 

of cultural controls according to Malmi and Brown (2008). We suggest that future research can 

continue to explore these types of interrelations and linkages within MCSPs. This in order to 

generate more theory focusing on MCSP design and how different control variables should or 

should not be coupled and function as compliments. Further research can focus on how to 

realize potential synergies in-between control groups which in turn could facilitate design of 

MCSPs for practitioners. Something to take into consideration in future research is if potential 

interrelations between control groups affect one another in a positive or negative way since this 

could be a performance implication indicator of the functionality of the whole MCSP as such.  

Furthermore, by studying MCSs as a package in the theoretical context of organizational 

ambidexterity we have realized that an important dimension of implications of MCSs largely 

derive from management capabilities and how managers act in practicing MCSs. Within 

organizational ambidexterity, the importance of managerial capabilities has been heavily 

acknowledged. The conceptual framework we apply in this study proposed by Malmi and 

Brown (2008) does not highlight sufficiently the importance of managers and how managers 

interact with subordinates to direct behavior in practicing MCSs. From this study we conclude 
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that managers' capability to implement and use the right control elements is what in the end to 

a large extent determines whether employees will adopt the wanted behavior and therefore 

managers’ competence and leadership ability are crucial. Therefore, we also suggest future 

research on how the framework for studying MCSs as a package can be complemented or 

expanded regarding the importance of managers in order to facilitate future studies and 

contributing to the knowledge and understanding of how to design and use MCSPs in order to 

achieve organizational goals.   

Sorsanen (2009) first studied the MCSP typology presented by Malmi and Brown (2008) and 

organizational ambidexterity and found a clear link between these two fields of research. We 

have in our study also found that there is a clear and relevant link between these two theoretical 

fields. However, there is more available research that link aspects of administrative controls 

and organizational ambidexterity through e.g. structural solutions than linkages between 

organizational ambidexterity and the other four control groups within Malmi & Brown's (2008) 

typology. More research could hence be done to link the other four control groups to 

organizational ambidexterity in order to facilitate future research aiming to further explore the 

link between MCSs as a package and organizational ambidexterity. 
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Appendix A 

   

 

Own illustration of the MCSP (cf. Malmi & Brown, 2008, p. 291). 

  

 

 

 


