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Chapter 1

Introduction

We are all apprentices in a craft where no one ever becomes a master. Ernest Hemingway
This chapter is the introduction to my research, my research problem and the rest of the thesis. In this chapter I will set out the need for this study, the research problem, the research questions and the research design. 

In the first paragraph I will explain the need for this study. In the second paragraph I will set out the current stage of the literature with regard to my topic and subsequently I will present the research questions and the research problem in the third paragraph. Finally, in the fourth paragraph, I present the research design, which is the blue print for the rest of the thesis.
1.1 The need for this study

This study explores the interrelation between management style and management control systems (MCS). It is stated that a research can have three purposes, namely: exploration, description and explanation (Babbie, 2007:115). Exploration is the attempt to develop an initial, rough understanding of some phenomenon. Description is stated as the precise measurement and reporting of the characteristics of some population or phenomenon under study. And explanation is the discovery and reporting of relationships among different aspects of the phenomenon under study. 

The purpose of this study is exploration. The aim is to gain further understanding of the relationship between management style and management control systems. The aim is not to provide quantitative results on the relationship between management style and management control systems, nor is the purpose to compare different organizations and different management styles. The aim is more about providing practical examples and data from, controllers in, the field. It is about gaining understanding of the process, and not so much about the actual implementation practices.

This research could contribute to board members, managers, employees, auditors, controllers and other parties by providing information about how management style can be captured into the design of the management control system.

1.2 Current stage

The literature with regard to management accounting and control, organizational control, leadership matters and such, address the matter of management style influence. Multiple authors state the importance of management style, but no examples are found of how management styles influences the management control system. The literature gives surprisingly incomplete answers to questions on the relationship between management control systems and management style. 

1.3 Research objective 

This study aims to gain further understanding of the relationship between management style and management control systems. More specifically, this study aims to answer the following overall research question:
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The controllers department is responsible for the design of the MCS. And for the design of the MCS they have to take multiple variables and factors into account which have their influence on the organization and thus on the MCS. One of these factors is the management style. It is stated that the management style is of great importance to the design of the MCS  (Anthony & Govindarajan, 2007:576). 
1.3.1 Secondary questions 
In order to come to a good answer to the overall research question it is important to answer a couple of secondary questions. My secondary questions are:
1.  What is a management control system?
2.  What is management style?
3.  What type of research is most applicable to my problem?
4.  What is the influence of management style on the management control system? 
This research is an attempt to answer these questions and fill in the gap in recent literature by developing an initial and rough understanding.
1.4 Research design

To achieve the overall research objective this study consists out of three parts. This thesis is organized as shown in figure 1.1. 

Figure 1.1: Organization of the study 
[image: image6.bmp]
The design of the thesis is in line with the three major aspects of social scientific enterprise, namely: theory, data collection and data analysis (Babbie, 2007:10). This thesis consists out of three main parts. 

Part I is the literature review. Relevant literature from the management accounting and control literature, but also from the organizational and management science literature, with regard to  management style and management control (systems) will be presented. This in order to gain a good understanding of the matter in this thesis, and to lay the groundwork for my field study.

Part II consists of the field study. In this part the research design will be presented and the field study results will be discussed. 

Part III will be used for a synthesis between the literature and the field study results. The purpose is answer the secondary research questions and come up with a plea to answer the overall research question.
Chapter 2

Organizations and management control
An institution is the lengthened shadow of a man. Ralph Waldo Emerson

This chapter is the result of my literature review. This chapter consists out of two main topics, namely: organizations and management control. Both topics are related, because organizations are social units and management control is the way by which managers influence other members of the organization. In order to do so management control systems exist within organizations. I chose the main concepts of organizations and management control for the first part of my literature review, because they create a good theoretic basis for management control systems.
This chapter is organized as follows. In paragraph 2.1 I will explain the concept of an organization and the relation it has to management control. In the second and third paragraph I will further discuss management control. In the fourth paragraph I will introduce management control systems. And in the following paragraphs I will further look into the influences on the management control system (2.5) and into the process of designing a management control system (2.6). Finally, in the seventh paragraph I will end this chapter with an evaluation of the theory discussed.

2.1 Definition of an organization
We know the concept and in our lives we are related to numerous kinds of them, but what is an organization? The management literature provides many definitions of organizations. For instance, Tannenbaum (1962:236) defines organizations as orderly arrangements of individual human interactions, in which control is an essential ingredient. Dermer
 defines organizational order as the sustained pattern of behaviours and beliefs which characterize an organization and mould its accomplishments. It is important to understand  that organizations are about humans, the way they behave among each other and that control is needed to direct them towards congruent objectives.

2.1.1 Purpose

The purpose of an organization is to accomplishes its objectives. In order for objectives to be accomplished, plans should be implemented and executed. When plans are executed the need for control arises. It should be determined whether the plans are complied with or not in order to ensure that progress is made towards the objectives. In case of deviations, corrective measures should be undertaken. Controlling helps to make adjustments when needed. 

Otley & Berry (1980:232) stated that an organization as itself can be viewed as a control process, occurring when groups of people feel the need to co-operate in order to achieve purposes which require their joint actions. Ouchi (1979:833) stated the problem of organizations as the problem of obtaining cooperation among a collection of individuals or units who share only partially congruent objectives.

Given the prescribed the problem of organizations is to control the human beings in order to reach the organizational objectives.

2.1.2 Organizational control

Controlling can be defined as the process of measurement of the organizations results and comparing it to the formulated norms
. The control process involves the setting of standards, measurement of performance and taking corrective actions in case of deviations.

Table 2.1: Definitions of control
	Definitions of control
	 

	1. Any actions or activities taken to influence the probability 
	Flamholtz, 1983:154

	     that people will behave in ways which lead to the
	 

	     attainment of organizational objectives.
	 

	2. Any process in which a person or groups of persons or organization 
	Tannenbaum, 1962:239

	     of persons determines, what another person or group or 
	 

	     organization will do.
	 

	3. An evaluation process which is based on the monitoring 
	Ouchi, 1977

	     and evaluation of behavior or outputs.
	 

	4. The sum of interpersonal influence relations in an organization.
	Tannenbaum, 1968


Organizations imply control and control systems are fundamental to all organizations, because it is through them that managers seek to align employee capabilities, activities, and performance with the organization`s objectives and aspirations.
 Control can be stated as a managerial process.

2.1.2.1 Amount of control

Tannenbaum (1962:236) stated that the total amount of control or influence in an organization is not a constant, fixed amount but that it may vary. He found evidence which suggests that increased control is associated with increased organizational effectiveness. He further states that an organization with a relatively high level of total control may reflect increased participation and mutual influence throughout the organization and a greater degree of integration of all members.

Tannenbaum (1962:255) stated that the patterns of control are significantly tied to the performance of the organization and to the adjustments and satisfactions of the members. The more significant improvements in the human side of an enterprise are going to come through changes in the way organizations are controlled, and particularly through changes in the amount of influence.

2.1.2.2 Two-way relationship

The human factor within organizations is probably most important with regard to the attainment of the objectives. People should be motivated in the right way, their attitude should be kept positive, they should be fairly rewarded for their efforts and so on. 

Control involves a two-way relationship, namely of the manager and his subordinate in order for control to be effective. The person in control depends on those controlled to recognize authority
. Within organizations managers are the ones that have to make sure that the subordinates perform their tasks as they should. He should make adjustments if needed. In other words: the manager has to control and influence his subordinates in such a way that the organization`s objectives are met. But how does he do that?
In order to help gain control over the behaviour of the people, most organizations use a combination of mechanisms. Such as, personal supervision, rules and regulations, job descriptions, budgets and performance measurement systems. Such mechanisms and processes are examples that comprise components of an organizational control system.

2.2 Trend in the management control literature
As stated in the previous paragraph control is a managerial process and managers make use of control systems to help gain control over their subordinates. In order for control to be effective and subordinates to be motivated, their needs should be fulfilled. About this fulfilment in the management control literature of the last decades a trend can be seen. A former view was that a productivity-based approach was the right approach. Later on the importance of subordinates and human desires grew, and the view changed to a more people-oriented approach. 

This trend is made clear by Robert N. Anthony. He is seen as one of the most influential researchers and authors on management control over the last decades
. His former definition of management control was: the process by which managers assure that resources are obtained and used effectively and efficiently in the accomplishment of the organization`s objectives
. Later on he changed his definition of management control slightly different as: the process by which managers influence other members of the organization to implement the organizations strategies
. 

Hofstede (1978:454) explained this trend with an example of a change in tasks, where less technical, and more social leadership was demanded. Furthermore, Ansari (1977:104) describes the beginning of his `behavioural phase` by the recognition that subordinates have social needs which are sometimes more important than economic needs in determining their performance. Workers sought not merely for economic rewards, but also a sense of psychological satisfaction. 

Nowadays it is implicated that management control can primarily be seen as a behavioural process, because managers seem to use management control to influence other members of the organization. Secondly, management control is aimed at attaining the organizational strategies and objectives. With this in mind it can be stated that the main concern of management control is how organizational members can or should be influenced in such a way that they indeed act and make decisions in the best interest of the organization and its stakeholders. 

Inherent to this change in view is the way subordinates are rewarded. Before the idea was that people could only be motivated if they would be rewarded in a material manner and through this external control could be maintained. This is comparable to the transactional leadership model. The view now is more, so called, transformational and this strategy assumes that subordinates can be motivated by building their commitments to organizational objectives and involving them in necessary tasks. This strategy has its focus on the emotional needs of subordinates. It is stated by Camman & Nadler (1976:70) that the internal motivation approach is only likely to be effective in the context of a participative manager-subordinate relationship, a two-way relationship. 
2.3 Defining management control

The concept has been mentioned a couple of times, but what does the literature state about management control? Anthony, Dearden and Vancil (1972:5) stated management control as the process by which managers assure that resources are obtained and used effectively and efficiently in the accomplishment of the organization’s objectives. Hofstede (1978:452) stated management control in an organization as a social process. 

According to Merchant and Van der Stede (2007) management control addresses the question whether employees behave appropriately or not. It is stated that the intention is to help the organization to motivate employees to make decisions and to take actions which are in the organization`s best interest.
 

Management control relates to the effective and efficient use of resources for accomplishing organizational objectives.
 It is a problem of human behavior and the various control tools will only be effective to the extent that they influence behavior in desirable directions (Merchant, 1982:54). And (Pfister, 2009:4) gives a good summary of this by stating that management control is primarily concerned with controlling people in order to achieve the organizational objectives. 

2.3.1 Being in control

Performing management control should result into being in control. Being in control is the actual way in which a manager is in control of his subordinates and the way they perform the tasks in order to reach the organizational objectives. Managers can make use of several techniques, or methods in order to stay in control. The critically important determination for a manager is to choose a strategy that is appropriate for his particular situation and managerial style
. A strategy is the means whereby managers can influence the nature of the external environment, the technologies of the organization, the structural arrangements and the control culture, and the MCS.
 The better the fit of strategy and style, the better the organization.

These statements are most important, because they mention a supposed relationship of influence between management style and management control systems.
Control systems provide the information which managers should use to exercise control. A manager should give serious thought to his use of control measures. He must consider the consequences of his actions in terms of the kind of behaviour that he motivates in his subordinates.
 
Cammann & Nadler (1976:66) stated that managers use control systems effectively if they understand how these systems influence the behaviour of subordinates and if they understand what trade-offs occur in each control strategy.
2.3.2 Overlap

Organizations are about humans interacting among each other. Organizations will be more effective when employees cooperate towards the successful fulfilment of the organizational objectives. The problem of organizations is to control the human beings in order to reach the organizations objectives. Control can be stated as a managerial process. Managers make use of, information produced by, control systems to perform control. Such a system has mechanisms which managers can make use of. Now it is time to look further into the concept of management control systems. 
2.4 Defining management control systems
A control system does not control organizational performance, but it is an important tool for the manager to increase the amount of effective control that he exercises.
 An overriding purpose of a control system is to ensure that behaviours and decisions of people are consistent with the entity`s objectives.
 Management control systems link the strategic planning to operational control.
 It has the purpose of providing information useful in decision-making, planning and evaluation.

Conventionally, management control systems (MCS) are perceived as passive tools providing information to assist managers
. 

2.4.1 Use of management control systems
Several authors, e.g. Hopwood (1974) and Cammann (1976), stated that the way managers use control systems influences the behavior of their subordinates. When these control systems are used well they can produce functional results such as motivation and satisfaction, but when used poorly they can have dysfunctional effects such as resistance and defensiveness. Tools for influencing subordinate actions are budgets, financial reports and other feedback-based control systems
. 

Management control systems are likely to be more effective when there exists mutual cooperation between various departments. Conflicts are common within organizations, but the management control system should provide necessary inputs to resolve these conflicts and still create a good competition towards the organizational growth and development. 

Control systems are intended to enhance an organization`s ability to coordinate the actions of its members and to identify problems as they arise. Often, instead of increasing organizational control these systems reduce the amount of effective control that the organization exercises, because of the way that managers use control systems.
 
Management control systems provide effective, measurable, and transparent modes of organizing and controlling organizational behaviour.
 Cammann and Nadler (1976:66) provide several findings with regard to control systems. First, they stated that control systems influence the way in which subordinates direct their energies on the job, because it seems that subordinates are more likely to put time and effort into those areas which are covered by the system. Secondly, they stated that how subordinates respond to control systems depends largely on the way by which managers use the systems. And thirdly, they stated that managers develop different strategies for using control systems.

2.4.2 The effectiveness

The effectiveness of a MCS is stated by Chenhall (2003:128) to be dependent on the nature of contemporary settings. If the MCS is found to be useful then it is likely to be used and provide satisfaction to individuals, who then presumably can approach their tasks with enhanced information. These individuals will then take improved decisions and better achieve organizational objectives.
 Because the working of a control system requires a set of structural arrangements which allows the human behavioural process to function. A proper functioning of the control process presupposes communication and motivating towards subordinates.

Hopwood (1974) and Cammann (1976) also stated that the way subordinates respond to the use of control systems by others, probably depends upon the context within which the use occurs. The manager-subordinate interaction is viewed as the key to the effectiveness of a control system. Successful control requires leaders who can create conditions which motivate workers towards desired objectives.

The effectiveness and usefulness of the management control system is contingent on certain external circumstances (e.g. market and environment) and internal factors (e.g. technology and management style).
 In paragraph 2.3.1 it was already stated that management style has influence on the management control system and now it is stated that the effectiveness and usefulness of the management control system is contingent on management style. This is the second time management style is mentioned as an influential factor to the management control system.
2.5 Influences

As stated in paragraph 2.4.2 a management control system will only be effective when it is contingent on external circumstances and internal factors. Market and environment, and technology and management style were already mentioned by Naranjo-Gil and Rinsum (2006:35). Chenhall (2003) is an author who reviewed the MCS literature of the past 20 years and gave a good overview of the contextual variables which are considered to have relevance to the design of the MCS. He stated the following variables as relevant.

A. External environment

B. Technology

C. Structure 

D. Size 

E. Strategy

F. Culture 

In the following paragraphs I will discuss the aspects as mentioned above which have most relevance to my thesis, and I will also mention some other aspects which I found in the literature.
2.5.1 Culture
First of all, Anthony and Govindarajan
 stated that the most important internal factor is organizational culture. The organizational culture is important because it explains why two organizations with identical management control systems, may vary in actual control. The common beliefs, shared values, norms of behaviour, and assumptions that are implicitly and explicitly manifested throughout the organization are examples of organizational culture. The organizational culture is strongly influenced by the personality and policies of the CEO and lower managers. 
So culture is stated to influence the management control system, besides that Raval & Fichadia (2007:17) made an interesting statement, namely that management control systems establish a certain culture and a set of norms within organizations. This suggest that culture is influenced by the MCS.
So culture does as well influence the management control system, but is also stated to be influenced by the management control system.
2.5.2 External environment
Secondly, the  current business environment is characterized by fast changes. Changes in customers, competition and technologies force many organizations to adapt their management control system to the changing environment. Therefore when a management control system is designed it does not mean that it is finished, due to constant developments and changes as well internally as externally within organizations the management control system should always be adapted to these changes. Merchant and Otley (2007) state that a management control system is designed to help an organization adapt to the environment in which it is set and to deliver the key result information desired by stakeholder groups. 

2.5.3 Structure
Thirdly, another factor of influence on the design of the management control system is the type of structure of an organization. The organizational structure is about the formal specification of different roles for organizational members, or tasks for groups, to ensure that the activities of the organization are carried out. The choice of an organizational structure represents a managerial strategy on how to adapt the organizational entity to the requirements of its environment (Flamholtz, 1983:158). 

Burns & Stalker (1961) investigated the influence of the accounting structure, ownership and auditor on the design of the MCS. With relevance to my study, they stated that accounting structure is a proxy for other organizational features, such as profit centre-based organizations tend to exhibit greater delegation of authority, lower levels of job specification and greater autonomy, which are features of style of management. 
2.5.4 Strategy
Fourthly, management control systems are tools for implementing strategies. Strategies differ between organizations, therefore controls should be tailored to the requirements of the specific strategies. Different strategies require different task priorities, different key success factors, and different skills, behaviours and perspectives. A concern which designers should always keep in mind is whether the behaviour induced by the system is the one called for by the strategy. 

2.5.5 Style of the executive
Fifthly, the designing of the strategy is a management process, and the way in which it is conducted in a given organization is heavily dependent on the style of the executives. And because no control system will be effective unless the executives actually use it, it is important that designers of the management control system correctly diagnose the style of senior management and see to it that the system is appropriate for that style.
 Organizations that have major control failures often replace their senior-level people. Then, the new senior-level people have the task of changing the culture and assuring effective controls
.
2.6 Designing a MCS

Now we know what management control systems are, why they are needed and which aspects have their influence on the design it. Now the question rises how are they created? Management control systems are designed to produce information which suits the needs of the managers, and because managers information needs are shaped by contextual factors, an effective MCS must meet these particular organizational factors. This can be referred to as a selection of fit approach (Drazin & Van de Ven, 1985).  A good fit means enhanced performance, while poor fit implies diminished performance.
 

The controllers department is responsible for measuring and comparing, but also for the design and implementation of the control system (Hofstede, 1978:453; Anthony & Govindarajan 2007:110). 
2.6.1 Structural or behavioural 
It is stated that the problem of designing management control systems can be described as either primarily structural or behavioural.
 The structural approach is characterized for taking a rational and mechanistic view of control and it treats the control system design problem as one of designing an effective information structure. This perspective mainly focuses on the information and communication aspects of a control system.

The behavioural approach views control as a problem of designing social relationships which lead to high performance. This approach is moreover based on studies of human behaviour and it has its emphasis on the human and social aspects of control. This perspective is well stated by Hofstede, Cammann and others as we saw in paragraph 2.2. I state this approach to be most interesting with regard to management style.
2.6.2 Behavioural approach

It is beyond the scope of this thesis to fully describe the process of designing a management control system. But in this paragraph I address the behavioral approach, as described by Ansari (1977:103). His approach is interesting for my thesis, because it gives a good description of the influence of management. 

The behavioural approach emphasizes on the human and social processes by which an organization achieves its objectives. This approach consists out of three phases, namely: the management phase, the human relations phase and the contingency phase.
2.6.3 Management phase

First of all, the management phase, which is about the relationship between management and subordinates and the control problem they have to deal with. In this phase the control problem is analyzed in terms of power, authority relations and sanctions. Because management has power over subordinates, the main problem of control is to provide direction by delegation and dividing tasks and responsibilities.
In order to resist the problem of control formal power and economic sanctions became the most important source of influence. And because delegation of authority was regarded as a reduction in the power of the superiors, the key for management was to find how much authority could be delegated without impairing its own power.

2.6.4 Human relations phase

Secondly, the human relations phase. Because the major impact of this phase can be summarized as a change in focus of the managerial function from direction to leadership. It was no longer sufficient for a manager to rely on the formal organization elations to get the work done, but instead he had to become a leader and provide the impetus necessary for increasing the performance and satisfaction of his subordinates.
 

A very interesting statement was made by Ansari (1977:104) who stated that the management phase is about the best management style, and the human relations phase is about the best leadership style. This difference will discussed in chapter 3.
2.6.5 The contingency phase

The third and last phase is the contingency phase. The contingency approach maintains that organizational performance depends on the extent of fit or alignment between its various organizational components, such as control systems, technology or management style.
 Contingency based research explored the notion that there is no single solution in terms of a system that serves all organizations, rather a system that best suits organizational needs is contingent upon a series of organizational factors. Findings from these researches are various but they all support the existence of a relationship between contextual variables and MCS design.
 Contingency-based research has its foundations in organizational theory, which considers contextual variables only at the organizational level.
 

This statement may imply that there is a management style for the whole organization. But in paragraph 2.3.1 Cammann & Nadler (1976:65) stated that a manager should choose a strategy that is appropriate for his particular situation and managerial style. So can we conclude from their statement that management style is personal? So the question whether management style is for the whole organization, or whether it is personal will be further discussed in paragraph 3.2.3.
2.6.5.1 Contingency based research
The contingency theory assumes that the design and the application of management control systems is influenced by their context, but a difficulty is that there is little that is prescriptive in terms of designing a management control system (Chenhall, 2003:159). A contingency approach aims at identifying the best design and usage in a given context.
 For instance, Fielder (1967) researched different leadership styles and their effectiveness with the circumstances, and he concluded that autocratic leaders were more effective in some task environments and employee-oriented leader were more effective in others. In the following table more examples of contingency research are mentioned.

Table 2.2: Examples of research

	Examples of research
	 

	1. Naranjo-Gil & van Rinsum (2006:34) used the contingency approach to analyze the fit between

	management style and the MAS and the effect on organizational performance.

	2. Selto et al (1995) stated that workgroup effectiveness has been shown to be partially

	explained by authoritarian management style.
	 

	3. Michaelson (1973) stated that the primary question of research in leadership has shifted

	from `what is the best kind of leadership`, to `what kind of leadership is best in what kind

	of situation`.
 
	 


There are various forms of theoretical fit that have been used to classify contingency-based research in management control systems, namely: selection, interaction and systems.
 Keuning & Eppink
 stated that the leadership style should fit with the way communication and decision making is arranged within the organization. Certain styles and behaviours can be matched with certain situations to produce effective leadership
.

2.7 Evaluation
In this paragraph I will evaluate the most important aspects as discussed in the previous paragraphs.

A management control system links strategic planning to operational control. It has the purpose of providing information useful in decision-making, planning and evaluation. 
Management style is mentioned a couple of times as an internal factor which has its influence on the management control system. It has been stated that the effectiveness and usefulness of the management control system is contingent on management style. Besides management style several other aspects were mentioned which have their influence on the management control system. Namely; the market, the external environment, technology, structure, size, strategy, the style of the executives and culture. 

It is stated that managers should choose a strategy that is appropriate for their situation and managerial style. And a strategy is the means whereby managers can influence the nature of the external environment, the technologies of the organization, the structural arrangements and the control culture, and the MCS. The better the fit of strategy and style, the better the organization. 
These statements make clear that most of the aspects which have their influence on the management control system, may also have influence on management style, or may be influenced by management style. 
In the next chapter I will more elaborately discuss management style, but in this chapter a greater delegation of authority, lower levels of job specification and greater autonomy, were already mentioned as features of management style. 
Another question raised is what is meant by the style of executives. Because it is stated to be important for designers of the management control system to correctly diagnose the style of senior management and to see to it that the system is appropriate for that style. This will be discussed in the following chapter.
A last important aspect is culture. It was stated that culture has its influence on the management controls system, and also that management control systems establish a certain culture and a set of norms within organizations. There seems to be a two-way relationship, this I will further discuss in chapter 5.
Chapter 3
Management style
The design of any planning and control system is situationally specific in that it depends upon the type of managerial style used by senior managers. Jeffrey Dermer (1977)
The last chapter ended with the question what is meant by style of executives. This problem will be discussed in this chapter. I will further discuss the concepts of management and management style.
In the first paragraph I will discuss the concepts of management, managers and leaders. In the second paragraph I will discuss management style and leadership style. This difference was mentioned by Ansari (1977) who suggested that the management phase is about the best management style and the human relations phase is about the best leadership style.
3.1 Management

Organizations are about humans, the way they behave among each other and that control is needed to direct them towards congruent objectives. Behaviour within organizations is reflected by the way people interact with each other, the things people do and don`t, choices which are made and by the way an organization is lead. A manager is the person who controls and gives direction to the actions of his subordinates. 

3.1.1 Managers vs. leaders

As stated in paragraph 2.6.4, Ansari suggested that there is a difference between the concepts management style and leadership style. Therefore I asked myself the question is there also a difference between managers and leaders? 
A common mistake is that people believe that management and leadership are synonyms.  In fact they have two very different meanings. For instance, Kotter
 stated that leadership and management are very different, and that they are two independent activities which can supplement each other. They both have their own functions and characteristics and they both are indispensable for daily business. 
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The essence I get from Kotter`s comparison is that management is needed in order to make an organization function well, to control people and let people perform their tasks, but leadership is needed for the formulation of the direction/strategy. Leaders give direction to the organization and take actions to withstand `enemy attacks`, and management is set out to see to it that this strategy is carried out as it should be.

Zaleznik
 endorses the difference. He states that the objectives of managers come from a certain need. They manage the daily implementation of tasks and they are good at solving problems and conflicts. Leaders on the other hand devoted themselves personally and actively to the organizational objectives. They create the direction of the organization, they formulate objectives and managers are the people who are ‘hired’ by the leaders and who’s task it is to make sure that the direction is ‘sailed’ and objectives are met. I won`t discuss who are the real leaders of an organization, because you can state that this is the supervisory board or are the stakeholders. No, I will stick to the main concept of leadership.
3.1.1.1 Leaders
The need for leadership is greater when things change. For instance, the business environment has become more erratic and organizations have to deal more with international competitors, technological developments and a change in the demography of the labour force. Major changes are more and more needed in order to survive in this environment. And more changes asks for good leadership in order to withstand them. 

Selznick (1957) defined leadership as the process whereby one individual influences other group members towards the achievement of defined group or organizational objectives. 

3.1.1.2 Managers
In the management literature the focus is on rationality and control. A manager is a problem-solver. A key word with regard to management is complexity. Because organizations nowadays are very complex, for instance because of the major quantity of procedures and guidelines, it is indispensable that organizations have good management, otherwise it could be one big chaos. 

Management controls people by directing them in the right direction, but leadership motivates them by satisfying their human needs. The way in which managers interact with their subordinates depends on the position these people have in the decision-making process. Managers have their focus on how things should be done, and leaders focus on what the effects of the events and decisions are for the people involved. 

Though a distinction can be made between tasks of managers and tasks of leaders, a clean cut is hard to make. It probably depends on the level at which you work,  whether you have to be more leading or more controlling. It is imaginable that a CEO has to lead more, and a department manager has to control more. Therefore I find the level in the organization an important aspect to make a distinction. Question is whether this difference between managers and leaders, also implies a difference between management style and leadership style.
3.2 Management style vs. leadership style

Ansari (1977) addressed this difference. But what does this mean? Because Ansari doesn’t address this difference into much detail, nor do other authors, I will present my own idea on this difference.

3.2.1 Management phase

The essence of Ansari’s management phase is power, authority relations and sanctions. Formal power and economic sanctions became the most important sources of influence and it was key for management to find the optimal equilibrium between delegation and being in control. 
3.2.2 Human relations phase

The essence I get from the human relations phase is that managers shouldn’t be just controlling people but instead they should be leading and motivating their subordinates and reward their emotional needs. 

3.2.3 Management style

The organizational culture is stated as the most important internal factor, but the management style probably has the strongest impact on management control
. 
The various dimensions of management style significantly influence the operation of the control systems. Style affects the management control process which in turn affects how the control system actually operates. An aspect of managerial style is the presence of personal versus impersonal controls. And it was also stated that it is key for management to find the optimal equilibrium between delegation and being in control. 

Furthermore, auditors should also understand the aspects of management`s philosophy and operating style in order to gain a better sense of management`s attitude about internal control.
 Indirect what I get from this statement is that there is a management style coming from the management board that applies to the whole organization, because there should be a mutual philosophy towards internal control. Executives should encourage a certain management style which corresponds to the system in order to optimise their performance. This is according to organizational theory, which considers variables only at the organizational level. 

Therefore, I hereby state that when I speak of management style, I speak of management style for the whole organization. The following statement can now be put into the right perspective. In the last chapter it was stated that a manager should choose a strategy that is appropriate for his situation and managerial style. I state that this is not about a personal managerial style, but the organizational management style. I explain this statement as that a manager should choose a strategy, a way of working which is best for his situation and which is according to the management style of the organization. As mentioned in the previous chapter, features of style of management are delegation of authority, level of job specification and autonomy. In my opinion arrangement and guidelines about these features are set out for the entire organization(read: management style), and the manager can choose his personal interpretation (read: strategy or leadership style).
3.2.4 Leadership style

A question raised in the previous chapter was what is meant by the style of executives. This question was raised because the management control system will only be effective when executives actually use it and how they use it. It should fit with the style of senior management.  In this paragraph I will discuss this further into detail. 

The management literature provides evidence that there is a relationship between the leadership style and the managerial behaviour and managerial performance of subordinates.
 Managers differ in how much importance they attach to formal reports as well as to conversations and other personal contacts. Some managers will be more people oriented and others will be more numbers oriented. It is related to the extend in which managers use management systems to provide them with information, therefore the style employed by managers can be expected to be dependent on or interrelated with the system in place.
 I explain this style as the personal leadership style of a manager. He shapes his leadership style to the management style.
Perceptions regarding to how managers use control information is important in determining subordinates responses to a control system. Tannenbaum (1964) stated that an individual`s performance and satisfaction is likely to be effected by his perception of the amount of control exercised by him and over him. The manner in which a manager uses control information is related directly to the general leadership style of that manager.
 And it can influence the response of individuals to the control system. 

Yuki (1989) and Apostolou et al (1993) suggest that the impact of leadership style may heavily be dependent on situational variables. When senior management wants to attract new managers they will have to choose leaders which will best fit the organization. Or sometimes managers won`t have to be hired from outside the organization, because managers seem to be capable of adjusting their leadership style. 
3.2.4.1 Adjusting leadership style
It was stated that managers should choose a strategy that fits the situation and the management style. In practice this strategy means that managers choose a leadership style. This is likely to be true, because multiple authors state that managers change their leadership style. For instance, Noeverman found evidence that superiors will adapt their style of leadership to individual subordinates.
 Vera and Crossan (2004:222) stated `...that influence top managers choice of leadership style...` and Cammann & Nadler (1976:66) stated `...managers chose a certain control style...`. And also Naranjo-Gil & Van Rinsum (2006:36) found evidence that managers seemed to have adapted their style to the existing system.

Bass
 stated that much can be done to improve leadership in an organization and to change the presiding style from transactional to transformational. He argues that through training, managers can learn the techniques and obtain the qualities they need to become transformational leaders. Thus it can be stated that managers can change their leadership style. Though Vera and Crossan (2004:227) state that the ability to adapt leadership styles differs across CEOs because they differ in their values, orientations, and preferences, as well as in their effectiveness as transactional or transformational leaders. Jansen (2008:55) stated that some management control systems may imply that managers need to adjust their leadership style. 

Besides numerous examples of managers adjusting their leadership style to the management control system it is also stated that if a new senior manager with a different style takes over, the system tends to change correspondingly
. What does this statement mean? Does this imply that lower level managers change their leadership style to the management control system, and that senior management, executives, have the `power` to let the system change towards their leadership style? Or is senior management capable of changing the management style for the whole organization, which will result in a change in management control system? I did not find the answers to these questions in the literature, and therefore they became a part of my interviews, and the results will be discussed in chapter 5. 
3.3 Evaluation
I state that management style is for the whole organization. And that a manager should choose a leadership style that is appropriate for the situation and the management style of the organization. The management style exists for the whole organization, because there should be a mutual understanding about internal control, and for instance about job specification. Features of style of management are delegation of authority, level of job specification and autonomy. In my opinion arrangement and guidelines about these features are set out for the entire organization(read: management style), and the manager can choose his personal interpretation (read: strategy or leadership style).

The management style has its influence on the management control system and the system will be designed based on that. But it is also important for the designers to have information regarding to how managers use the control information, because the way in which they use this information determines the subordinates responses to the system. The manner in which a manager uses control information is related to his leadership style and it can influence the response of individuals to the control system. But to what extend will these leadership styles taken into account? And up to which level? It is likely that lower level managers will have to adjust their leadership style to the system, and that only the leadership styles of the executives are taken into account.
It is hard to give answers to these questions based on the literature, and therefore these questions will be elaborately discussed in chapter 5. 

Chapter 4
Interviewing
Interviewing is more inductive than deductive. Bryman & Bell (2007:13).

In this chapter I will present my research design. I conducted a qualitative kind of research which is commonly accepted in management control research (Pfister, 2009:75).

In the first paragraph I will explain the purpose of my field study. In the second paragraph I will present the overall research question, the secondary questions and the topics which I discussed in my interviews and which I used for the analyzing process. In the third paragraph I will elaborately discuss my kind of qualitative research. I will explain why I chose this kind of research, what qualitative research is, how it differs from quantitative research and what the steps are which I took. In the fourth paragraph I will explain why I chose to do a semi-structured interview, which steps were involved and who my interviewees were. In the fifth, and final, paragraph I present my analyzing method. The method I chose is coding and I will explain why I chose this method and how the analyzing process went. 
4.1 Purpose of field study

In the first part of this thesis I set out the management and organizational control literature. I explained why organizations need control, who is responsible for the exercise of control and how control can be exercised. Besides that I discussed influential factors to the management control system and furthermore, I took an advance in explaining the difference between management style and leadership style. I did all this in order to look further into the relationship between management style and the management control system. Though I did find some interesting information in the literature with regard to this topic, there seems to be a void in the literature with regard to this relationship. Many questions came up which I could not answer by making use of the literature.

The purpose of the field study is to find answers to the questions which are not answered by the recent literature. 

Note: the aim is not to compare control systems between organizations or to evaluate specific cases. Nor is it the purpose to find out to what extend these principles and practices are relevant for each type of organization or such. This could be the purpose of another study. No, the purpose is to try and find general principles and practices. The focus is on finding general insight across organizations, in order to generate a plea which could probably be used for new insights, new researches or new theory-building. 

4.2 Research questions

The study aims to gain further understanding of the relationship between management style and management control systems. This study aims to answer the following  overall research question:


Besides the overall research questions, the following secondary questions are formulated.

1.  What is a management control system?

2.  What is management style?
3.  What type of research is most applicable to my problem?

4.  What is the influence of management style on the management control system? 
In order to come to good answers I formulated several categories which I discussed in my interviews and which are also used in the coding process. Gaining information about these categories should enable me to give a better fundament to the answer to the overall research question.
Table 4.1: Overview of field study categories 

	Main category

	1. Being in control

	2. Aspects which have their influence on control

	3. Management control system

	4. Management style

	5. Influence of management style on the MCS

	6. Influence of the executives

	


4.3 Qualitative research

My research is an example of a qualitative research. The reason why I chose to do a qualitative research will be explained in paragraph 4.3.4, first I will briefly explain qualitative research and the main differences with quantitative research.

4.3.1 Differences

First, qualitative research is constructed as a research strategy that usually emphasizes words rather than quantification in the collection and analysis of data. And secondly, it emphasizes an inductive approach, instead of a deductive approach, in which the emphasis is placed on the generation of theories. It is concerned with the generation rather than the testing of theories (Bryman & Bell, 2007:28).

4.3.2 Purpose

Qualitative analysis means that you need to arrange the information you got from the interviews to concepts and reasoning. You need to come up with a plea in which the data functions as an argument for the acknowledgements. Purpose is to highlight the most important information and to use it as support for answers to my questions.
4.3.3 Steps

This study is based on the qualitative research steps such as designed by Bryman and Bell (2007). 

Figure 4.1: Steps in qualitative research

[image: image2.png][ —
Selecin reevant ste() and subjects

3. Collection of relevar data

4. Intepretaton of data

ehter specifction f the esearch aueston(s)





(Source: Bryman & Bell, 2007:406)

The most important remark to make is that this sequence of steps entails the generation of theories rather than the testing of theories that are specified by the outset. This is stated as the following: in qualitative research the theory is supposed to be an outcome of an investigation rather than something that precedes it (Bryman & Bell, 2007:404).

4.3.4 Reason

I chose to do a qualitative research, instead of a quantitative research, for a couple of reasons. 

Firstly, based on the little literature with regard to my problem I realized that I wanted to do more of an exploration and development research than a research that tests statements and theories. I thought it would be interesting and challenging to do a qualitative research in order to gain more information and try to fill in a gap in the literature. Secondly, for example with regard to the question whether a manager changes his style as a response to the MCS, or whether the MCS responds to the style of the manager the results I found in the literature are somewhat contradictory. Therefore I thought it would a good idea to include such matters in my field study, and find out by myself. Thirdly, an important theory for my problem is the contingency theory, meaning that the design of the management control system  depends up the external and internal factors. Therefore I thought it would be interesting to get empirical data by myself. And finally, because I don’t know how the management style influences the management control system, it is not possible to formulate strict rules and guidelines which I could test and analyze in a quantitative manner. 

4.3.5 Critique on qualitative research

Qualitative research is subject to multiple critiques, mainly by quantitative researchers. I will briefly mention the most important ones and I will clarify why I think that a qualitative research is best for my problem and how I mitigated those critiques.

The first critique is that qualitative research is less codified than quantitative research, because it is less influenced by strict guidelines and directions about how to handle data collection and analysis. I agree partially with this critique, because I think there are clear guidelines on how to collect and analyze qualitative data, but they are just not as strict and statistically grounded as with a quantitative research. The difference in my opinion is that qualitative data are not tested and verified by statistical testing. This would be very hard for my research. My problem is more of an exploration problem and analyzing information which could be used to formulate theories and hypotheses, which can later be tested by quantitative research.
A second critique is with regard to interviewing and credibility of the findings. The analysis of interviews is stated to be a subjective way of interpreting the data. Qualitative research is supposed to be subjective, because the findings rely too much on unsystematic views about what is important and the risk of personal relationships that researchers develop with their subjects. The risk would be that the final textual material is influenced by a personal interpretation. I don’t think this is a major risk, because all researchers would analyze the same set of data and the interpretation is not set of personal beliefs, but on empirical data analysed with scientific tools. But in order to mitigate this risk I selected and interpreted the data very carefully and I also combined information from different people.
Another commonly heard risk is that the researcher will become to embroiled in descriptive detail, whereby the amount of detail overwhelms or inhibits the analysis of data. In Dutch we have a saying for this: Door de bomen het bos niet meer zien. I used the tool of coding in order to analyze the data and this enabled me to reduce the amount of data, make sure that all data are clearly summarized, stored and ready to be analyzed.

A fourth problem would be the problem of generalization. When semi-structured interviews are conducted with a small number of individuals, how can these findings be representative and generalizable for other cases? As a response to this comment Mitchell (1983) stated that the findings of qualitative research are to generalize to theory rather than to populations (Mitchell, 1983:207). This situation is applicable to my research and I agree with Mitchell.

4.3.6 Mitigation of the critiques

In order to mitigate these comments I made sure that the research was carried out according to the elements of good practice and that the data and findings were confirmed by the interviewees. I performed the process of so called respondent validation. This is the process whereby a researcher provides the people on whom he conducted research with an account of the findings and the purpose is to seek corroboration (Bryman & Bell, 2007:411). 

I also took a few notes during the interview, I recorded the interviews, I took post-interview notes and I made memo’s during the analysis. These memo’s were a helpful tool for fixing my ideas and findings. 

And to end with, I think the very fact that I was aware of these risks made me more attentive to prevent them.
4.3.7 Inductive

The concept has been mentioned multiple times, so it is wise to explain induction.

Induction is when a researcher looks first at the data and then forms his hypotheses. For this reason I have not formulated hypotheses which I will test during my research. Deductive is when a researcher forms his hypotheses first by conjecture and then seeks for research data to verify the deduction. (Glaser, 1998) 

Figure 4.2: Inductive vs. deductive
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An inductive strategy of linking data and theory is typically associated with a qualitative research method, because in qualitative research concepts and theories are usually inductively arrived from the data that are collected. 

The main advantage of the inductive approach to my thesis is that it enabled the generation of empirically based knowledge, which provided greater insight to my problem and questions.

4.4 Semi-structured interview

The method I chose is semi-structured interviewing. Semi-structured interviews are based on a set of topics to be discussed in depth rather than based on the use of standardized questions
. Bryman & Bell (2007:474) stated that the researcher has a list of questions on fairly specific topics to be covered, which is often referred to as an interview guide. The semi-structured approach allows the researcher to ask follow-up questions during the interview, which generates more rich and detailed answers. The approach is less structured and they provide flexibility so you can discuss new issues which come up during the interview
. 

You could wonder why not set a questionnaire instead of holding interviews. Well some advantages of interviewing compared to holding questionnaires are: firstly,  in general the response rate is higher with regard to interviewing (less non-response). Secondly, when you interview someone face-to-face it is less likely to get `I don`t know` or `Not applicable to me` answers, because you can directly clarify and elaborate the questions, so the answers should be better and more useful. And thirdly you can probe on topics which are more relevant and important to the respondent. But most important is that qualitative interviewing surveys are more effective for complicated issues. The main advantage is that you can be flexible, so you can adjust your questions and the questioning can be redesigned throughout the project.

The interviews were conducted in face-to-face on site. And table 4.2 shows the steps which were taken before conducting the interviews. These steps are based on the steps taken by Pfister (2009) for his interviews.

Table 4.2: Steps taken for conducting the interviews


4.4.1 Rapprochement

Before I conducted the interviews it was important to approach my (future) interviewees in a good manner. I made sure that I structured the request for the interview in a way that was most likely to lead to a favorable response. I first approached the organization by a telephone call and find out who was most likely to appropriate, and then I personally contacted them by telephone or e-mail. They  received a request which summarized the research project and the purpose. I also told something about myself and my study, so they had some context and they could relate to me.  

Furthermore, I suggested that it was also interesting to participate for themselves.  Because it is an opportunity for them to offload issues, ideas and concerns or think through the problem in a more structured way. Afterwards I send them a copy of the transcript which enabled them to review the interview and maybe gain some beneficial from it. 

At last I emphasized that transcripts and quotes would only be used after confirmation of the respondents and that the purpose of the study is not to compare organizations, but to gain a general view. 

4.4.2 Sample

Numbers

I interviewed 9 people which had experience with control systems. These 9 people work for 9 different organizations. I chose to use only mid-sized and large organizations, because I think it is more likely that they can provide more useful information because of more experience with the matter.  

Organizations 

I used organizations from different branches, and public as well as non-public organizations. Although I did not find information in the literature which suggested that I should do so, I thought it could lead to a wider variety in information and ideas. 
4.4.3 Interviewed
In the table below I give an overview of the people which I interviewed.
Table 4.3: Interviewees
	 
	Interviewees
	 
	 

	 
	Name
	Organization
	Current position

	1
	Philip de Vroe
	Self
	Financial advisor

	2
	Henk van der Eijk
	Pro Rail
	BU Controller Operations

	3
	Coen Reinders
	Schiphol
	Director corporate control

	4
	Lex du Mee
	Rodamco
	Senior controller

	5
	Jan Derk van Burk
	Vopak
	Manager finance & control

	6
	Bernard de Witte
	Caldic
	CFO

	7
	Onno Krap
	Crucell
	Vice-president Finance

	8
	Johan Luiks
	Province Utrecht
	Adjunct controller

	9
	Philip van de Weerd
	Ordina
	Concern controller 


4.4.4 Tape recording

I conducted my interviews face-to-face with use of a tape recorder. I used a tape recorder, instead of making notes during the interview, because the quality of the information will increase because you can concentrate on the conversation, and less on making notes. Everything is recorded, therefore all the information is present and you are able to quote people. Other advantages are that: I can replay the interviews, this enabled me to do a more thorough examination of the data, other researchers could evaluate my analysis and because it is taped I could even analyze how they said things.

4.5 Analysis

After the interviewing and transcription, the process of analyzing began. Because my research method is qualitative, I analyzed my data in a qualitative manner.  Qualitative analysis is a method for examining social research data without converting them to a numerical format. It is stated to be a nonnumerical examination and interpretation of observations, for the purpose of discovering underlying meanings and patterns of relationships (Babbie, 2007:378).

4.5.1 Strategy

The strategy I used was coding. Coding is stated to be the key process of the grounded theory
 and it is  stated to be the key process in the analysis of qualitative social research data
.

Coding is the starting for most forms of qualitative data analysis and it begins soon after the collection of the initial data. It entails reviewing transcripts and giving names to component parts that seem to be of potential theoretical significance. Coding enabled me to reduce the amount of data, look for patterns and to make sure that the data were all clearly summarized, stored and ready to be analyzed. The data were used as potential indicators of concepts and they were constantly compared to see which concepts fit best. 

Glaser and Strauss (1967:101) stated that there are two ways of coding your categories. Firstly, they allow for the possibility of coding data for the purpose of testing hypotheses that have been generated by prior research, in that case the codes would be suggested by the theory. The second manner is an open form of coding which consists out of three parts: open coding, axial coding and structuring. I chose this open form.
4.5.2 Steps in coding

Coding is based on continuous comparison, first between data and data, and later on between categories and data, by which the objective is to find answers to the questions and to create a theoretical part among some centre concepts. The objective of coding is to link specific quotes to analytic concepts and categories. Some categories are based on assumptions and literature and preceded the interviews. Others emerged from the data itself and came from unexpected observations and new insights. 

The process of coding can be divided into three phases: open coding, axial coding and selective coding. Strauss & Corbin (1990) define open coding as the process of breaking down, examining,  comparing, conceptualizing, and categorizing data (1990:61-74).

The following step is axial coding. Axial coding refers to a set of procedures whereby data are put back together in new ways, by making connections between categories (Strauss & Corbin, 1990:96-115). The objective of axial coding is to make clear what elements are important and which aren`t, and to reduce the number of data and codes. It is a way to organize the codes, by which more important and less important categories become clear. 

The third and final phase is about structuring. Structuring means that relations will come up between the categories and possible relations should  be verified on accuracy. Selective coding is the process of selecting the core category, systematically relating it to other categories, validating those relationships, and filling in categories that need further refinement and development (1990:116-142). After the unraveling from the previous phases it is now time to put the data together to  structure it. The emphasis is on integration and making links between the categories in order to answer the research questions. 

4.5.3 Remarks

Interviewing and analyzing the interviewees was a continuous learning process. Interviews are qualitative data and it was my job to interpret the information and make connections between the interview subjects. It was important that I took the time to assemble the information received and to interpret and analyze the data as long as I went along. Thinking about the interview later on the day and fixing the most important ideas had positive effects on the performed interview and transcripts as well as on the interviews which still had to come.
I made sure that I worked out the transcripts of the interviews the same day. This gave me the advantage that the interview was fresh in my memory and I made sure that all the relevant information was transformed in transcripts. And secondly having the transcript ready before my next interview, enabled me to create better links between the interviews, because I could highlight mutual findings and important issues.

The following paragraphs should give a good review of the outcomes I got from my interviews.  
Chapter 5
Findings

The CEO, the general manager, the upper boss, or whatever you call him, is eventually the person who will determine the strategy, atmosphere, the soul and the culture of the organization. He is the person who will have to maintain and express this subtle mixture. Eckart Wintzen
In this chapter I will present the results I got from my interviews. I will discuss my results in six different paragraphs. In the first paragraph I will discuss the concept of management control. In the second paragraph I will discuss the management control system and the aspects, mentioned by my interviewees, which have their influence. In the third paragraph I will discuss the controllers responsibility, because they are the designers of the management control system. In the fourth paragraph I will discuss leadership style and the influence it has. In the following paragraph I will discuss management style. I end this chapter with paragraph seven which will evaluate and summarize the results of the interviews.
5.1 Being in control
When I speak of being in control, I speak of management control. Management control was stated to be the process by which managers influence other members of the organization to implement the organizations strategies (Anthony & Govindarajan: 2007:6).

My interviewees added to paragraph 2.3 that control is a process which you can exercise with control information. The manager is the person responsible for controlling and directing towards the objectives of his department. Because managers are involved with a lot of things, they usually think financial matters are the concern of the controllers. But this is a misstatement, because managers are responsible for managing their department and making sure that objectives are met, and it is the controllers task to make sure that managers get the right information. 

5.1.1 Important aspects

With regard to being in control, two aspects are most important. These two aspects will be elaborated in the following paragraphs, but here I will already take an advance. Firstly, it concerns a behavioral aspect; are the employees doing what I want them to do? Secondly, you have to ask yourself the question are we capable of reaching our organizational objectives. 

The first aspect is about leadership style and the second aspect concerns management style. With regard to these two aspects leadership style is most important for the behavioral aspect, and management style has more to with how your organization is set up in order to reach the organizational objectives. My interviewees stated that the way in which you design and implement your management control framework is not so much dependent on the man at the top and his leadership style, but more of other factors such as organization size, product, market conditions, culture, objectives etc. 
The first difficulty is that these two style concepts are not as black and white as they may seem. A distinction is difficult to make. Visions of my interviewees differed and because the leadership styles of the management board are likely to influence the behavior of employees directly and therefore it can have its influence on the organizational culture, which in return can have its consequences on the MCS. But then again the way in which your organization is equipped will lead to a certain management style. Because the question then rises are you capable of reaching your organizational objectives with use of your management control system. 

As you can see this short advance already reveals the complexity of this thesis subject. Therefore I will clearly mention my assumptions and definitions, this in order to gain a better understanding of the rest of the thesis.  
5.2 Management control system

The question a manager has ask himself is: am I capable of the reaching the set out objectives with use of the management control system.
The people I interviewed did not have much trouble explaining what a management control system is, and what it does, but it seemed to be rather more difficult to explain how it looks like and which elements it exists off. That is not very surprising because it will differ between organizations and between organizational maturity and environmental phases. For instance, for a smaller organization the need for a management control system is less urgent, as for a larger organization there is a greater need for segregation of duties, code of conduct and processes should be more organized, formalized and automated. 
Though for my thesis it is not important to describe all the elements out of which an MCS can exist, but it is more important to look at which aspects influence the design and elements of a MCS.

5.2.1 Influences on the management control system
In this paragraph I will describe the elements that came up during my interviews which have their influence on the MCS. 
5.2.1.1 Culture
The example given above was stated by one of my interviewees. He gave this example to state the difference in culture between American and European organizations. Culture is an important aspect, because how you interact among each other will have its influence on the MCS. 
The organizational culture has its effect on the way in which you perform control in your organization. A problem with changing a certain organizational culture, is usually that organizations try to change their culture, reorganizing the entire organization. But one of my interviewees stated that this is a wrong idea, because you can’t change a culture simply by changing the organizational structure. What you should do is attract new managers and personnel. You should employ people for the purposes you have with your organization in the future and the tone at the top is very important. This is an important aspect, because hiring the right people is actually a control measure. This will be more elaborated in paragraph 5.2.3.
Henk van der Eijk stated that the existing organizational culture makes whether managers are attracted or not, and whether they adjust themselves to the culture they are in. Cultures can change, but not very strongly. There are differences between cultures, and it appears that each culture values the kinds of personality characteristics it needs in order to survive a prosper.

Culture is the behavioral aspect of an organization. The way people interact with each other has a direct influence on the MCS. As an example, because if the organization is used to an informal culture, then strict guidelines and regulations are not likely to be a major part of the MCS. But this should always be up to a certain level, because when the controller thinks it is wise to implement more strict rules and regulations then he will implement it, with in the back of his mind the degree of what is acceptable for the organization. It is important to mention that sometimes the culture is heavily influenced by senior management, more about this is paragraph 5.4.2.
Culture is stated, as well by my interviewees, as by the literature in paragraph 2.5.1, to have its influence on control. It is stated that it has its influence via shared values, beliefs and such. But the statement in 2.5.1 that the management control system establishes a certain culture and set of norms was not explicitly shared by my interviewees. They did not give examples of situations where the management control system influenced the culture. Not being said that it isn`t so.
5.2.1.2 Objectives
A second influential factor are new targets and new objectives, which lead to different needs for information. Because new objectives need different information to monitor the fulfillment. New priorities and new policy decisions, will lead to adjustments to the MCS. For all things that an organization has its focus on, there should be information produced by the MCS which enables the managers to direct towards those objectives. 

When objectives change, controllers should be the first to respond and they should find out whether the MCS needs to be changed. Maybe it does not need to be changed, because it already is capable of producing the right information. But there should always be a good fit between your objectives and the MCS. It is important to highlight that new objectives usually come from the management board. A remark should be made for public and private organizations. Because public organizations have usually more society based matters, for them changes from outside the organization can also lead to new objectives and new information needs from the MCS. 

This is the second assumed way of influence of the management board. 
5.2.1.3 Environment

A third influential factor is the environment of an organization.  For instance, a public organization like Pro Rail has a responsibility towards the Ministry of Transport. The Ministry has a major influence to what Pro Rail has to deliver and do. The way in which Pro Rail reports is partially determined by the political environment, and thus there could be sensitive matters involved. So the environment is part of the way how you register and report. 

The system of Pro Rail is adjusted by the pressure of the Ministry about the accountability they have to deliver, and vice versa when the management states that they want to direct more on output then the controllers will have to think about what kind of impact that will have on the needs for the MCS. When they state that you should report every quarter, then you have to, whether you like it or not, comply to that. You need to behave in accordance with the set up, if the system wants to maintain. 
Thus the environment can have its influence on the management control system via objectives, but also via different output presentation needs, e.g. quarterly reports. This is according to Merchant & Otley (2007) who stated that a management control system is designed to help an organization adapt the environment in which it is set and to deliver the key results desired by stakeholder groups.
5.2.1.4 Controllers input

Initiatives to change the MCS can also come from the controllers themselves. Because controllers know more of the details of the MCS, it is likely that they will see fields of improvement. It will depend on the importance of the improvement whether it will be discussed with the management board, or that it will just be implemented. Because important issues just have to be discussed with the management board. 
This is an important influence to the set up of the MCS, because they are the designers and are responsible. Though this is not a loose influential aspect, because controllers input will usually be a response to some other influential factor. For instance, they may detect an issue which asks for changes to the MCS.
5.2.1.5 Lifecycle

Management style and the management control system are dependent on the situation the organization is in. Small organizations can usually work in a more informal way. For large organizations it is not that simple. You are much more dependent on variables, performance indicators, which tell you where the organization is heading, because you can`t satisfy by just walking around and having a chat. The management style and management control system will both be influenced by the lifecycle position and size of the organization.
5.2.1.6 Structure
It has been mentioned a couple of times before that the structure of the organization is very important. It is important for the management style and also for the design of the management control system.

For example, your MCS will be very different for a country based organizational structure. You can chose a country based organizational structure, because you think that the market is very local to local and that you need to make decisions close to your market. 

In a different structure you could need different management information. The local management board has different information needs than the worldwide management board. The type of structure you have depends on multiple aspects such as the market and the product or service you deliver. This different structure leads for the organization to a different management style. 

5.2.1.7 Executives
An interesting question was what the influence is of (new) senior management to the MCS. See paragraph 2.5.5. 
What the influence of an executive is on the management control system turned out to be an interesting, but difficult question to answer. In paragraph 5.2.1.1. and 5.2.1.2. culture and objectives were already mentioned, but before looking at the relationship between the executive and the management control system, it is important to pay attention to the relationship between the executive and the organization. 

5.2.1.7.1 Influence on the organization

During my interviews examples were given about the influence an executive has on the organization. These examples had mainly to do with influence on culture. One out of the nine of my interviewees worked for an organization where the CEO was the big boss. He was the person everyone looked up to, and what he wanted, happened. An example of such an organization was Enron. At Enron there was a sort of Darwinistic culture, where taking risks was not seen as a bad thing, in fact it was encouraged to take risks. Mr. Skilling tried to maintain a sort of macho culture. 
One of my interviewees stated that for a management control system, leadership and the way a CEO works is a very influential factor, because the CEO sets an example which has its effect on the rest of the organization. He will try to create shared beliefs and values. Usually his beliefs and values. I state this to be an influence on the culture of the organization.
5.2.1.7.2 Influence on the management control system

An executive can also have influence via his objectives, as by the changes he makes in the organizational structure, as by his own leadership style. When objectives change or changes in the structure of the organization are made, then this will be quite visible. But the influence of their leadership style may be less visible. 

My interviewees stated that some executives try to implement their leadership style into the organization. Theoretically this works, because subordinates tend to change their behavior towards that of their superiors. For instance, when an executive is not a man of details, then it is likely that you will see that subordinates will pay less attention to the details as well. As an example: one of my interviewees stated that an executive found it important that its subordinates read the newspaper more often, and as a result people did.  He stated this to be an influence of leadership style, via culture, on the MCS.
The argument stated above suggest that an executive can have influence via his leadership style on the MCS. This reasoning is not shared by the majority, nor by me. The vision shared by most of my interviewees is that they don`t think that the MCS will change when a new executive enters the organization. For example, if your organization has 22 different entities, then the executive just needs to know how these 22 entities are performing. The outcome of the MCS would probably be the performance figures of these 22 entities. Then it won`t make a difference to the way your MCS is set up whether your laissez-faire executive is being substituted by a more autocratic executive. Because the new executive still needs the results of these 22 entities to be in control. So the outcomes of the MCS will stay the same. The way you set up your MCS will not basically change. 
When a new executive is hired the system will not change as a response, but the culture is more likely to change. And it could be that when the culture changes, that the management style changes. Because the management style of the organization comes from the senior executives. It is their attitude about internal control. The influence on management style is more elaborately discussed in paragraph 5.4.2.

It is stated that if an executive will directly intervene in the MCS, then it could result in not being in control anymore. Because you are either or control or not. The MCS will have to fit the organization, not the executive. 

Eight out of nine of my interviewees gave examples of more balanced organizations where the CEO is important but not the only leader. He is the primus inter pares, the leader among equals. Problem  for an organization with a strong leader, with strong charisma, a strong personality and who is almost adored by his subordinates, these organizations will have a control system which is focused on him. It is focused on him, because the entire organization is focused on him. And as I stated above the MCS has to fit the organization. So for those organizations it could lead to problems when this executive leaves the organization.

And when you have a wider carried organization, with a management team, then people are exchangeable and then it is less rigorous when a CEO leaves or retires, and your MCS will be less dependent on that one person, because the whole organization was focused on that person.
Aspects that ask for a certain type of leader are, among others, the market situation and the maturity of the organization. For instance one of my interviewees gave the example of Rolls Royce. Rolls Royce is an organization which needs executives who control everything in a perfect manner and who are very capable of fine tuning an existing concept. They don`t need to be very visionary. The persons most visionary were Mr. Rolls and Mr. Royce, after that it was, slightly exaggerated, mostly working out an existing concept. 

In this case the market situation and the maturity of the organization asks for a certain type of executive. Therefore in this case a leadership style does not have so much freedom of influence as you may think. The type of executive is already predetermined by other factors. This makes the leadership style not some loose component, which suddenly has a major influence. The executive has to fit with the situation on the market, the profile of the supervisory board, the long term plans and many other aspects. 
The position of the executive is contingency based. There is not one type of leader suitable for the organization all the time, no, it has to do with more aspects. The CEO, and his style, has to fit the organization, the maturity of the organization, the market situation, the industry and all sorts of other things. 

The interviewees agreed to that. One of them stated, Timmer was a great leader at Philips in that period and that situation. On the other hand if you would place Timmer at a public organization then it is likely that he would also not be successful. Whether you are successful in one organization and for one system, it does not automatically mean that you would be a good CEO for (all) other organizations and all other situations. This is according to the statement of Vera and Crossan (2004:227) in paragraph 3.2.4.1.
One of my interviewees added to this matter that a difference could be made between private and public organizations. Firstly, because the area to freely interpret rules, is with a public organizations less than with a private organization. Therefore the influence of a CEO or other member of the management board, is likely to be greater at private organizations. With private organizations drastic changes made by an executive will more easily be accepted. The second difference lies at  the influence of the executive on the management control system. His influence could be larger with private organizations, than with public organizations. Because certain environmental aspects are more dominant on the directing in public organizations, than at private organizations. With public organizations there are more stakeholders, and attention should be paid to more things. 

I agree that executives can have their influence on the culture of an organization. Their behavior and leadership style can have its influence on culture. But I wonder to what extend a culture can have its influence on the design and set up of the management control system. Of course designers (read: the controllers department) are part of the culture, and they probably share the same beliefs and values as the rest of the organization. But they also have a responsibility of independence and professional judgment. They should make sure that the organization is in control and that the MCS has the best shape, and not the shape desired by the executives, if this is a less optimal shape. Besides that, aside entrepreneurial organizations, executives are usually hired based on a certain profile which is set out by the supervisory board. Thus the influence of executives is usually `predetermined`. 

I do think that culture can have its influence on the practical implementation of the MCS. And I think that this is what Anthony & Govindarajan (2007:100) meant when they stated that the culture is most important, because it explains why two organizations with identical management control systems may vary in actual control.

Besides the influence of executives on the management control system, I think that there could be a matter of influence on the management style. Because the management style is the attitude of senior management about internal control. This assumed relationship will be further discussed in paragraph 5.4.
5.2.1.7.3 Influence on the outcome
As stated above a new executive will not directly lead to changes in the MCS, but maybe could lead to a change in presented information. Meaning that the MCS produces numbers based on the objectives and targets, and those numbers are translated into information for the managers. Therefore, a different leadership style can have its influence on the way the information is presented, because a new executive may want a different kind of report and a different way of presentation. And this means that the numbers produced by the MCS will not change, only the way it is presented. 


5.2.2 Controllers responsibility
The controllers department is a key department when it comes to the MCS. This key role brings certain responsibilities. Coen Reinders stated that there should be a tension field between the management board and the controllers department. The controllers department has a statutory responsibility and they must give enough contra weight. The management board can have big plans and say that they want things differently, and they should have a clear future perspective, but the controller has to be the devil’s advocate. They cannot let go of their own professional judgment, because not in all cases the managers know what they need to know in order to control the organization in the right manner. 

I asked my interviewees to what extent the designers are independent in the process of designing the management control system. My interviewees agreed that the controllers department have their influence on how the actual system will be set up. One of them told me from his own experience that the CEO sets out the direction in general, he is the conceptual designer, and how it is further filled in is left up to the controllers department. They are the detail designers.
Another interviewee added that the controller has the responsibility to, separate from what the management team thinks they need as information, think for himself about what information the organization would need. They have to look further ahead and more wide than what the current management team says they need. Because at the moment of a management change, change in objectives or such, then other information might be needed and the controllers should anticipate to that. So always look further ahead. As a controller you need to carefully think about what the managers really need. When a CEO does not feel the need for certain information, and you do think it is necessary, then it is difficult to convince him that he should. In such situations you have to make sure that when he does get that need, that you have the information ready. 

Controllers have the responsibility to make sure that the MCS has the optimal shape which makes sure that the organization is in control and that managers get the right information to direct their subordinates. I stated in paragraph 5.2.1.4 that controllers can have a indirect influence on the MCS, because usually they respond to some other influential factor.

With regard to new management my respondents don`t think that when a new executive takes over, the controller will grab his bloc note and checklist and arrange a meeting to analyze his informational needs. The first step is likely to come from the executive who will address the way how he wants it. Then the amount of numbers coming from the MCS will be customized in a different way, but it is not likely that the system will change directly. 

For a new executive the controller will not analyze what kind of executive he is and what his leadership style is. But he does ask what his idea is about his department and what his informational needs are. And you can ask if he thinks that he gets the right information needed to direct. Then it is likely to see a difference in informational needs. There is no list which is checked, and that the answers will result in a certain type of leader. You do see more numbers oriented people and that has as a consequence that your information should be more detailed and elaborated. 

Differences between executives come to light by the types of questions they ask. The different kind of questions are the input for a controller for report delivery. And when different questions are asked you need to verify that your current system can deliver the answers. A new executive could lead to restructuring of information or even the creation of a new element for the MCS. And not because the controller asked about his information needs, but because the new executive looked around for himself and brought it up.

5.2.3 Hiring
As stated in paragraph 5.2.1.1. hiring the right people is a control measure. An important aspect for influence of new management on the MCS is the hiring phase. The Human Resource department is responsible for hiring the right people. If a new executive is needed the HR department looks at someone’s capacities, but also for an organizational fit. For instance, does he fit the culture of the organization? But on the other hand, it could also be that the HR department and the supervisory board look for someone who could change the culture. 
An important role lies with the HR department. A good HR department should create enough contra weight to the CEO, by trying to fill in key positions in the organization (e.g. the CFO) with people who are strong enough to express their own opinion. For example, allegedly one of the problems with Ahold at the time of CEO Van der Hoeven, was that they did not have a strong CFO, who gave enough contra weight to Van der Hoeven. 

If an executive from a private organization went to apply at a public organization, the chances of him being hired are minimum, because he does not fit the culture. Though he will be hired, if the supervisory board wants to make such a change. But at the HR department people are selected who could fit the system. This makes management not some loose component, which suddenly has a great influence on the system. It will only have its influence when it is allowed to have influence. When you propose the question whether leadership style has its influence on the MCS then you need to realize that (new) management is already selected based on the existing system. 

Coen Reinders stated that in search of a new executive it is most likely that a profile is drawn. This profile would be drawn, for instance, based on the phase of the organization, and whether you are in need of someone adventurous, or more of a shopkeeper. Onno Krap added that the supervisory board creates a profile, in which they pay attention to the nature and maturity of the organization. It is very different to lead a small or large organization. A different set of skills and leadership style could be needed. That`s why he can`t imagine that everyone could work everywhere. So for hiring a new executive or manager attention will be paid to his leadership style, and what the direction of the organization should be, and whether he fits that. In fact the leadership style should fit with the existing organizational management style. Or if the supervisory board wants a new direction for the organization, which requires a new management style for the organization then they will attract a board member with a leadership style that does not fit the existing management style, but which will fit the management style which the supervisory board has in mind.

5.3 Leadership style

All my respondents, as do I, agreed on the matter that leadership style is personal, and it has to do with the way how managers direct their subordinates. How someone manages his department is reflected via his leadership style. 

5.3.1 Aspects

Mentioned aspects which lead to a certain leadership style are; education, work experience, personality characteristics and vision towards humanity. Because people are very different, we all have our own way of doing things. We all have certain characteristics, which lead to our own way of directing subordinates. Leadership style is also determined by someone’s nationality and by the organization. A good leader is able to handle situations in the right way and give direction towards the organizational objectives. My interviewees agreed with the statement that a leadership style is determined by the situation. And good managers are able to adjust their leadership style to the situation. 

5.3.2 Examples

Concepts such as autocratic, democratic, laissez-faire, transactional, transformational, are examples of leadership style. 

A certain leadership style expresses itself via certain behavior. Managers need to transform their leadership style into directing and controlling their subordinates. And how they do this is a reflection of their leadership style. 

5.3.3 Influence on employees

In practice it is common that subordinates tend to copy the behavior of their superiors. This suggests that the behavior of superiors can have its influence on the entire organization  The way in which you address each other can change, manners can change, and also clothing prescriptions can change. 

For example, Richard Branson would make sure that his subordinates take a similar attitude as he does. At an organization where an entrepreneur is the driving force, his philosophy and ideas are part of every bit of the organization. 

People tend to change their behavior to their superiors. Not their character is changed, but their behavior. We all act different among different circumstances. We can be very outgoing with friends, but very silent when we are at a party where we hardly know anybody. Or you can be very talkative while working, but very silent while having lunch. You are still the same person, with the same character, genes and everything, only you behavior is different. And this is due to the situation which you are in.  I think that employees a more likely to copy the behavior of their superiors, than that superiors would change their behavior. But because superiors are also human beings, which are likely to act different in different situations, I think that they will too perform different behavior in different organizations, though maybe less. This would be a very interesting research opportunity, but it is outside the scope of my research.
5.3.4 Adjusting your style

All my interviewees agreed with the statement that good managers are capable of adjusting their leadership style. Good managers are capable of adjusting to situations, but you are at your best when you carry out the style which suits you best. They think that situational based leadership (which I link to the contingency theory) does exist. 

Bernard Witte stated it like this: you have a certain character, and you take actions from that character, but good managers are capable of adjusting, and shifting between the things you would primarily do, to the things you need to do to maximize yourself. For instance, you know that you should not shout to certain people, while shouting could be your primary instinct. His idea is that you have a certain basis, which will be shaped due to the circumstances. 

This suggests that a leadership style is not as strictly determined by someone`s character and background as you might initially expect. One of my interviewees stated that when a manager enters a new organization he will bring about 70% of his own leadership style to the organization, and 30% of his style will be adjusted due to the new organization. This statement is too difficult for a non-psychology student like me to elaborately discuss. Though I find it interesting enough to make a quick comment. 

The psychology literature states that in fact genetic factors account for 50% of the variability in personality characteristics, this leaves 50% to be accounted for primarily by environmental factors and by interactions between those environmental factors and the genetic ones.
 So it is likely that the degree to which a person is influenced in a new organization has a great impact on his leadership style.

Personality is the distinctive and characteristic patterns of thought, emotion and behavior that define an individual`s personal style and influence his or her interactions with the environment. Personality includes in addition to mental abilities variables such as sociability, emotional stability, impulsiveness, conscientiousness, and many others
. Individuals are so variable in their behavior across time and situations that it is not valid to think of them as possessing trait-like characteristics.

The social-learning theory assumes that personality differences result from variations in learning experiences. Responses may be learned through observation, without reinforcement, but reinforcement is important in determining whether the learned responses will be performed. A person`s behavior depends on the specific characteristics of the situation in interaction with the individual`s appraisal of the situation and reinforcement history. People behave consistently only insofar as the situations they encounter and the roles they are expected to play remain relatively stable. For this reason I state that, just as a contingency theory about the management control system (Chenhall, 2003:193), the leadership style is also contingency based.


5.3.5 Influence of leadership style

The purpose of the MCS is to be in control, and you are either in control or you are not. And whether you gain control through an autocratic or democratic manner does not matter to the fact whether you are in control or not. 
As stated before leadership style influences behavior. And I stated in paragraph 5.2.1.7.2 that leadership style does not have influence on the system, but more on the outcomes of the system. Henk van der Eijk stated that the leadership style has its influence on the outcome of the MCS. Roughly you can divide more process oriented managers and more detail oriented managers. This makes a difference to which kind and amount of information they are pleased with. For example, when you have to deliver reports to a more detail oriented superior, then you will take extra care to make sure that all the dots and bolts are just, with as a result big and elaborate reports. Another manager could be more interested in the basic process outcomes, which will result in less elaborate reports.

My interviewees didn`t see a relationship between being in control as an organization, the way that you are capable of reaching your objectives and adjusting a system to that, and the man who is in charge. But there is a relationship between the man who is in charge and the way in which he influences his subordinates to make perform certain behavior. In the relationships he has with his subordinates he needs to perform certain behavior to make them do what they are supposed to. Everyone needs to be approached in a different manner. This is called leadership. It is situation dependent, so it depends on the circumstances how a manager has to act to let others perform in a certain way.
Onno Krap stated that leadership style has to do with the way how you handle your subordinates. For instance, there are people who work more intuitively, intuitively in the sense of how they try to reach their objectives. And you have people who try to reach their objectives more through hard and measureable variables. These are the two extremes. For controllers it would be much more easy to implement aspects for controlling through measureable variables. Working intuitively and working with measurable variables are two different styles. And the managers who work more on their feeling will pay less attention to figures and numbers. You could try to make them look at it, but it probably won`t work. So for the whole informal way of leading, as a controller you need to present your message in a different way than with managers who are used to working with variables. The difficulty does not lie at changing the system, but he has to think about how to present the message to a more intuitive type of manager.

There are managers who only need to know on a basic level how things are going, for instance by management by exception. This eventually find its way through in the way you deliver your information to him. As a controller you need to be independent and you need to make sure that your manager does not get too narrow and one-sided information. For example, if your manager only walks through the hall to make sure whether things are going as they should, then as a controller you need to convince him that that is insufficient, and that something needs to be added. As a controller you need to present things, which make a superior change his mind, because by just walking through the hall he did not see that. 
How the manager controls his subordinates is personal, but it needs to be within the boundaries of the management style. 

I think that the leadership styles of senior management have its influence on the management style of the organization. Management style is the attitude of senior management about internal control, and therefore it is likely that their leadership styles influence the management style. Though I don`t find think a very interesting statement to make. Instead I think it is more interesting to state that senior management influence the management style of the organization. 
Below senior management you have BU managers, department managers and such. And I think that they are the ones who will adjust their leadership style to the circumstances. They don`t influence the management style, but they get influenced by the management style. They have to make sure that they direct their subordinates within the boundaries of the management style. 

5.4 Management style 

One of my interviewees stated that the difference between management style and leadership style is window dressing. According to him the concept is just a matter of popularity. In the eighties everyone wanted to become a manager, that was synonymous to being the boss and having the most responsibility, nowadays it is more popular to be known as the leader. The content of the concept is the same, only now you call it a leadership role and you used to call it a management role. 

5.4.1 Organizational management style

I don`t agree with the statement above. I share the vision, with most of my interviewees, that management style belongs to the organization, not to individuals. Management style has to do with arrangements made within the organization. How control is organized in the organization, is expressed through the management style of the organization. The management style expresses the way by which you want to solve problems, how you see control for your organization. To my respondents the definition of management style by Chenhall (2003) was mostly accepted.
The way in which your organization is structured and set up, and the way in which you delegate, define function descriptions and give autonomy is dependent on the type of organization, which determines the management style. When you talk about management style, you talk about management style of the organization. 
Philip van de Weerd stated that this definition, about the delegation of responsibilities e.g., is something managers are very conscious about. Eventually it is about reaching organizational objectives, and if you have your organization set up in a way which delegates a lot of responsibilities, then you need a MCS which controls that. Your MCS should be tailored made, and it should always fit with the way your organization is set up. And thus also with the management style of the organization. If the management style of the organization is that a lot of responsibilities are delegated, then you need to transform this into your MCS. Because if you delegate a lot of responsibilities, then you need to make sure that things are going well and things are implemented.

Bernard Witte stated that management style has to do with reaching certain targets. We are going to measure the status via this way, and we have a MCS to do that, which produces output, which we use to direct. Management style has to do with how you set up the controls for your organization and how you control the realization of the objectives. It is a response to characteristics of the organization. It has nothing to do with the way in which you influence certain behavior, but more with we have certain objectives, which we want to reach, and you need to perform this bit, and I want it done by next week. 

5.4.2 Still a personal matter

Some interviewees stated that management style is still a personal matter.  They stated that the management style is part of the culture of an organization, which sets out which latitudes are arranged, how people interact, and so you create a management style for the organization. So how is the relationship between culture and management style? A clear answer is difficult to give. It would need a elaborate research. Just as Pfister (2009) researched the influence of culture on internal control. 

Some interviewees stated that it is a personal interpretation within that which is difficult to define and conceptualize. The difficult part is that it is still more or less a personal management style, because the management style of the organization is influenced by its people. Via this reasoning management style is indeed the outcome of the organizational culture, which is influenced by (all) personnel. I don`t agree to that. I think senior management has significantly more influence. I stated that culture is mainly influenced by them and so is the management style. Coen Reinders agrees with that reasoning. He stated that board members don`t let them be prescribed. High executives influence the management style and lower-level managers and employees are influenced by the management style.


5.4.3 Elements of the management style
The main question I wanted to answer via my research is whether management style influences the management control system. In order to answer this question it was not necessarily needed to interview in depth about the elements of management style, and their influence. I wanted to come up with an overall view. Though it has been discussed with my interviewees.
In figure 5.1 I present the elements of management style which my interviewees came up with.

Figure 5.1: Elements of management style 
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How control is organized in the organization, is expressed through the management style of the organization. These elements have something in common, namely that they are all created to maintain a certain degree of control. Management style is a vision about internal control, and this vision is expressed via elements. The elements of the management style need to be transferred into the MCS, which objective it is to be make the organization in control. Being in control should be the outcome of the MCS. 

Coen Reinders stated that management style is the way in which an organization is lead. Leadership style can be seen loose from the work field en it is closer to who you are as a person and how you behave, and management style is more connected to the work field. Senior management highlights via the management style the aspects which they think are important, for instance: centralized or decentralized directing. 

At the designing of the MCS you will look at the organization, and at what is needed to be in control.

Bernard Witte stated that the MCS is not more than a set of tools which you implement for the organization. For example, if your organization has entities worldwide, than you will need a different set of tools and another management style, than when your organization has only one local entity. 

The elements of the management style of the organization need to be transferred into the design of the MCS. Only the personal execution of the management style (which I state to be the leadership style) can differ. This is how he deals with his subordinates within the boundaries of the system.

5.4.4 Influences on the management style
A couple of aspects were mentioned which influence the management style. Mentioned were the executives, the lifecycle and the structure.

The strongest influence comes from the executives. The management style is their vision about internal control. So it is heavily dependent on their ideas. Besides that, it should be tuned to the organization. Aspects of the organization such as lifecycle and structure also determine a certain kind of management style. The influence of culture is less clear.

You can state that it is also influenced by the organizational culture which is strongly influences by the management board. Because if you are an entrepreneur, and your MCS is as large as the backside of a matchbox, then your management style will be very entrepreneurial and you have creative and entrepreneurial employees, and because of that your MCS will be different then when you are in a more stable phase. Parts of the management style are stated to be part of the organizational culture and it is likely to be set out by the board, for instance: how to execute the processes which are implemented into the MCS, but there is a correlation between management style and the size of the organization, and between management style and the level of efficiency. Because for instance an informal management style will be less effective in a major organization. And when the organization grows then you need to make your management style more formal, because you just don`t chat to everyone anymore. 
5.4.5 Differences between departments
Up to now I only spoke of management style for the whole organization. I can state that management style influences the management control system. But to what extend management styles and management control systems differ between departments I don`t know. I only speak of for the whole organization. It could be an interesting research topic to look into the differences between departments.

Onno Krap did mention that there can be differences between business units or departments. For example, within an organization you can already have differences between the R&D department and the financial department. At R&D the creativity of the subordinates is much more important and you need to implement different kinds of controls, because the subordinates need to maintain their creativity. So you need to tune your MCS to that.  

Within an organization it is likely that BU`s give their own interpretation to the execution of the management style. They can bring their own nuances within that management style, but there should be an overlap. The case should be that when the board says something, that the BU does not say something completely different. It needs to be within the boundaries of the organization. 
Onno Krap stated that management style is besides being determined for the organization, is also personal. Delegation is part of the management style of the organization, and it also has a personal matter, because how much you delegate is also likely to be personal. I agree to that, only I state that this is an example, not about a personal management style, but about the personal execution (leadership style) of the management style.
When you speak of personal leadership style then that is purely how you direct your people and how you make sure that they move themselves within the boundaries of the MCS towards the objectives. With that reasoning the leadership style is not taken into account in the design of the MCS. There is a MCS and how you act, within the boundaries of that system, with your people is pretty much up to you. The leadership style can have its influence, but the major influence comes from the management style, that determines for the great part how the MCS looks like. The primary driver of the MCS is the management style.

5.5 Designing

All the influences mentioned in the previous paragraphs have to be taken into account when designing/adjusting the MCS. Designing a management control system is a process of trial and error, and continuous adjustment. It evolves over time, and as an organization grows the MCS will have to grow along. It is has to crystallize itself, and not something which you design at one moment to another. Philip de Vroe beliefs that it is a incremental development.  You will look at what you have and how it works, and then you will decide whether to change some parts or not. 

The main question with regard to the MCS is whether the information produced by the system is reliable and trustworthy enough en whether based on the information good decisions can be made.
Continuously the system will be checked and it will be decided whether adjustments have to be made or not. But a major cause is needed to really change the system, because you want your system to have a certain constant factor. Because if you change your registration method, you will lose your historical relationship. This could be very unpleasant, because the historical relationship is also a directing element. So there needs to be a good reason to change a system. The justness of the numbers is essential to everyone. As a manager you need to be sure that the numbers are right, because on them you base your decisions. 

The management style of the organization will mostly be developed by the management board and they will give direction for the practical implementation of the elements. Eventually the controllers department will work out the details and the frameworks. They make use of their professional judgment and fill in the details. They look at how the organization is set up, and make it tailored made to the organization. They will design the certain procedures, the level of detail etcetera. 

The controller should be independent from any influences that could lead to a less optimal shape of control. The MCS should be what it is, because there is only one optimal shape which determines whether you are in control or not. And if you are independent as controller then you need to make sure that you get that shape. But if you let yourself to be influenced, then you will always get a less optimal shape. And that leads to the question whether you are still in control or not. 

For an organization it is important to have a management team that takes decisions based on the presented information. Each report should have the intention to influence the behavior and help by the making of the decisions. So as a controller you need to carefully analyze the management platform which takes the decisions and you need to make sure to know which information they need for controlling. Whether it is for an organization, a BU or a country, you need to have a group of people who deal with that.

5.6 Evaluation
Mentioned influences on the management control system are: size of the organization, the product it produces, the conditions of the market, the objectives, culture and management. Though I must make the remark that culture and objectives are stated to come from management.

The influence of the size, product, market and objectives are quite clear, but what the influence is of culture is a bit harder to explain. I find this hard to explain, because a management control system is designed within a certain culture, the controllers are part of this culture, and most likely they carry out this culture, but still they have to design a MCS which has the best shape to result in being in control. So I don`t think that it has a major influence on the design of the MCS, but more on the outcome of the MCS. It is more likely that the culture establishes certain values and ideas about how information should be presented and such.

What also turned out to be a big part of the discussion is the influence of executives and their leadership styles. This was an interesting topic to look into, because it was stated that leadership style has a major influence on the culture, the organization and the MCS, but it was also stated that it has no influence by itself, because a certain leadership style is already selected based on a certain profile. I think this statement applies and that a distinction can be made for entrepreneurial kinds of organizations and organizations with longer histories and management boards. 
I state leadership style as a personal way of directing and controlling. How you cope with delegation is personal, but managers do this within the management style of the organization. It is their own strategy that has to fit the organization and its management style. 

Management style has to do with how you set up the controls for your organization and how you control the realization of the objectives. It expresses what the executives, and thus organization`s attitude is about internal control. It is a response to characteristics of the organization.

The way in which you delegate, define function descriptions and divide autonomy is determined by the management style. If the attitude of the management board is that a lot of responsibilities should be delegated, then the controllers have to implement this into the management control system. 

Management style is expressed via elements. These elements need to be transferred into the MCS, which should result into being in control. Senior management highlights via the management style the aspects which they think are important, for instance if they want centralized or decentralized directing. This makes management style the most important influential aspect.
The primary driver for the management control system is the management style.
Chapter 6
Evaluation

Now this is not the end. It is not even the beginning of the end. But it is, perhaps, the end of the beginning. Winston Churchill
My research questions turned out to be quite complicated, and not as easily to answer as I originally thought. The major response I got from my interviewees, was that they thought I had a very interesting topic for a research,  but that it is a very difficult one. Difficult because most related aspects are intertwined and seemed to have a two-way relationship. Despite the contradicting answers I sometimes got, and the difficulty I got with unraveling the relations, I come up with the following evaluation.
6.1 Key results

This study has examined the relationship between management style and a management control system. As an answer to the overall research question, I can state that management style has its influence on the management control system. In fact it has a big influence. 

The results I got are based on nine semi-structured interviews which I kept with management professionals, who have experience with management styles and management control systems.

6.2 The plea
The purpose of an organization is to accomplish its objectives. Managers and executives are hired by the organization to make sure that the objectives are accomplished. In order to do so they need two aspects. Firstly, they need to have the knowledge and capacities to direct a department and manage subordinates. And secondly, they need to have information about where the organization is heading and what the status is of the realization of the objectives. 

The first aspect is a behavioral aspect. Executives need a certain leadership style for directing subordinates. We all have a certain natural character, a way of doing things. And a leadership style is a business like reflecting of this. But that conclusion is too narrow, because a leadership style is contingency based. We all adapt ourselves to the environment and the circumstances were are in. For different types of organizations, different sizes, different markets, different products, even different departments within an organization, different leadership styles are needed. Leadership style is closely related to culture, the person themselves and the management style.

Common beliefs, shared values, norms of behavior and such are examples which manifest themselves in an organizational culture. A culture is like the DNA of an organization. Changes in beliefs, values and norms of behavior are hard to establish, but they usually come from the high executives. They set the policy`s and direction for an organization, and they implement their vision about how that should be realized. 

My interviewees agreed on the matter that leadership style influences behavior, but the influence on control seemed to be less. They stated that the concept of being in control is that you know where your organization is heading, that you have insight into the processes and sight over the subordinates, and that you can make sure that everyone is doing what they are supposed to do. And the way you chose to direct your subordinates towards the stated objectives has little to do with that. Whether you direct subordinates in an autocratic or democratic manner, does not change the fact whether you are in control or not. Whether you are in control or not as an organization, is due to the processes and control procedures which are designed, and not so much to the way of leading.

I don`t entirely agree to that. In my opinion this argument ignores the fact that it is critically important for a manager to choose a strategy that is appropriate for his particular situation and managerial style
. The overriding purpose of a control system is to ensure that behaviors and decisions are consistent with the organizations objectives. Leadership style is contingency based to the situation, and therefore it is influenced by the management style. 
I stated management style as senior management`s attitude about internal control. It applies to the whole organization and it expresses what the attitude is about internal control. The way in which you delegate, define function descriptions and divide autonomy is determined by the management style. Management style is expressed via elements. These elements need to be transferred into the MCS, which should result into being in control. Senior management highlights via the management style the aspects which they think are important.

A management style is designed and implemented into the management control system. And this creates a framework for the manager to adjust his leadership style to. His strategy should fit the framework in order to be effective. How a manager controls his subordinates is personal, but it always needs to be within the boundaries of the management style and management control system.

In order to know where the organization is heading and what the status is of the processes, managers make use of the information produced by the management control system and they direct their subordinates by making use of the management style elements. These elements are developed and implemented via the management control system. The management control system is an umbrella concept for multiple different processes and control measures. All these processes and measures are designed and implemented for one purpose, namely they serve as a tool for managers to make sure that the organizational objectives can be realized and that they are in control. 

The greatest influence to the MCS comes from the management style of the organization. Management style is the expression of how control is seen in the organization, such as whether you want centralized or decentralized controlling. The management style is an umbrella concept which contains ideas, visions and tools about how control should be regulated in the organization, for example, exists of: delegation of authority, autonomy, degree of detail, degree of standardization and the freedom of interpretation. Such concepts have to be discussed, recognized and implemented into the MCS, in order to maintain the wanted level of control. The MCS is no more than a set of tools, and most of these tools come from the umbrella of management style. 

A management style usually exists for the whole organization, because you need to have one common vision about control for the whole organization. One vision is needed in order to stay in control, and to make a management control system work. Within the management control framework managers can give their own interpretation to control and leading, just as long as they stay within the framework and make sure that they control their subordinates in the organizations best interest.

The framework for management style is organized for the entire organization. This in order to be effective. But there is a personal matter. Departments or managers can give their own interpretation to this framework, due to the circumstances. For instance, the circumstances on the R&D department can differ from those on the administration department. This could lead to the matter that the R&D manager delegates more than the Administration manager. They have this freedom, if it results in more effectiveness for that department. Then the chosen strategy will differ, and that is fine, just as long it is in line with the management style. The management style is related to the extend in which managers use control systems to provide them with information, therefore the management style employed by managers can be expected to be dependent on or interrelated with the control system.  

The management style is very contingency based and situational dependent. I state that the characteristics of an organization find their translation towards control under the umbrella concept of management style. Such elements which the management style has to meet are the nature of the organization, the structure, the size, the maturity, the market, the product etcetera. The vision of executives about internal control will always be dependent on the characteristics of the organization and its environment.
6.3 Contribution

This area in research still has lots of opportunities and questions which need to be answered. I stated that there is a big influence of management style on the management control system, and I made a first onset on how this relationship looks like. My research has been too narrow to look in depth in this relationship, but the main problem has been designed.
Even more questions came up during my research, than I initially thought. This is just the beginning, and many research opportunities lie ahead.
6.4 Generalization

My ideas and vision is based on the interviews I conducted and the relationships with the literature which I interpreted. To what extend this vision is applicable to other organizations must show through quantitative research. 
As stated before this is an explorative study, which resulted in a theory. In order to make generalizable statements this theory needs to be tested.
6.5 Research opportunities
What I did not include in my research, but what will be an interesting research topic is how the relation is between the use of control systems by managers and the way it influences the behavior of subordinates. When control systems are used well they can produce functional results such as motivation and satisfaction, but when used poorly they can have dysfunctional effects such as resistance and defensiveness. I state this to be an interesting research opportunity.
A second research opportunity lies with the difference between public and private organizations. What I learned from my interviews is that there were already between 9 people a lot of different views and ideas, especially between the interviewees from public organizations and non-public organizations. For future researchers a clear distinction between these two types of organizations could lead to interesting ideas.
A third interesting research opportunity is to look further into the elements and practical blue print of management styles within organizations. Via this you can find similarities and differences between organizations, but it would also be interesting to come departments. Is it true, as was stated by some of my interviewees, that management style can differ between departments in one organization. And how come? Which influential factors make it that management styles can differ between departments?

A fourth very interesting question would be what is exactly management style. I have described a vision and some elements which it exists of, but a research with much more depth to the concept could be conducted.

Another interesting research topic would involve the change in behavior of employees within organizations. I think that employees are more likely to copy the behavior of their superiors, than that superiors would change their behavior.
A final research opportunity lies with different management styles and different management control systems within one organization. To what extend do different departments have different styles and systems? 
Summary

This thesis explores the relation between management style and management control systems. The intention is to give an answer to the overall research question, which is: does management style influence the management control system? The purpose of the study is exploration and the aim is to gain further understanding of the relationship between management style and management control systems. 

The thesis consists out of three main parts. Firstly, a review of the literature with regard to management control systems and management style. Secondly, a description of the chosen qualitative research method. I chose semi-structured interviews. And a presentation of the results which I got from my interviews. And thirdly, an evaluation of the results, and an answer to the overall research question.
The management control system is an umbrella concept for multiple different processes and control measures. All these processes and measures are designed and implemented for one purpose, namely they serve as a tool for managers to make sure that the organizational objectives can be realized and that they are in control. In order to know where the organization is heading and what the status is of the processes, managers make use of the information produced by the management control system and they direct their subordinates by making use of the management style elements. These elements are developed and implemented via the management control system. Management style is an internal factor which has its influence on the management control system. It has been stated that the effectiveness and usefulness of the management control system is contingent on management style. 

The greatest influence to the MCS comes from the management style of the organization. I state that management style is for the whole organization. The management style exists for the whole organization, because there should be a mutual understanding about internal control. Management style is the expression of how control is seen in the organization, such as whether you want centralized or decentralized controlling. The management style has its influence on the management control system and the system will be designed based on that. 
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Step 1		Sending request by e-mail


Step 2		Setting the appointment


Step 3		Sending research information in advance


Step 4		Conducting and recording the interview


Step 5		Transcribing interviews


Step 6		Gaining confirmation of the interviewees


Step 7		Analyzing transcripts 








Kotter39 explains the difference between management and leadership as follows. He compares organizations to the army. An army in peace can function well when rules and procedures are clearly defined and when the different departments are well managed, in combination with good leadership at the top. On the other hand an organization in war time needs very good leadership on all levels, because people can`t be managed in war time, they have to be lead.














`Management control is not solely the objective that objectives are met, but it should be a means which enables management to reach the objectives.` Henk van der Eijk





In American organizations there is more place for young people and lower-level people to give their opinion and ask questions to their superiors, than there is within European organizations. Philip de Vroe





Objectives, the organization itself, and leadership style of the CEO are aspects which have their influence on the MCS. Johan Luiks





You should not take a waiting stand, but you should have your own vision on how a organization should be lead, from a management control perspective. Coen Reinders








If you create a culture of risk, because the CEO carries this into the organization, then this will affect the way in which your planning- and compliance processes are set up. Philip de Vroe








Imagine two organizations, completely different in size, market and culture. At organization A there are also completely different managers, with different styles, than at organization B. But the output of the MCS are the same at both organizations, only the way in which the information is used to influence the subordinates will be different, due to the different styles. But is the difference that one manager wants large detailed reports, and the other only wants a summary of the results is that really a difference of importance? Is the manager with the summary of results less in control than the other one? 








The set up of your MCS is dependent on how your organization is structured and thus by your management style.  Lex du Mee





Management style is of an important influence to the MCS, and the MCS should be set out based on that. Philip van de Weerd








Imagine the situation where you have a large ship with a captain and a navigator. The captain is the CEO and the navigator is the CFO. The CFO needs to maintain a wide vision and he has to make sure what happens in front, besides and after him. Your management control system is then your instrument which tells you where you are and where you are heading. It has to give information not only about your boat, but also about the environmental aspects, because you are not on control when the result comes to a surprise, because then you clearly did not see where you were and where you were heading, hence: you were not in control.














The organization`s management style will not change due to the change in leadership style. What will change is the way the organizational objectives are determined (in one case via a democratic process, and in the other by management by fear). Coen Reinders


Lex du Mee





The accounting structure is a proxy for other organizational features, such as profit centre-based organizations tend to exhibit greater delegation of authority, lower levels of job specification and greater autonomy, which are features of style of management. (Chenhall, 2003)


Lex du Mee





Does  management style influence the management control system?











Does  management style influence the management control system?
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