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ABSTRACT 

The influence of the Management Control Systems (MCS) on firms' 

strategies and performance has been explored in many studies in the past decades. 

Drawing on Simon's levers of control framework, this study adds a perspective to 

the existing literature by examining the relationships between four MCS uses and 

the performance of State-Owned Enterprises (SOEs) in Ghana and exploring how 

knowledge management and psychological empowerment mediate these 

relationships. Data was gathered through a survey of middle-level managers in a 

cross-section of SOEs in Ghana. The data were analysed using the partial least 

squares (PLS) approach to structural equation modelling. The results indicate that 

the diagnostic uses of budgets have direct and significant positive relationships with 

SOEs performance. In contrast, beliefs, boundary systems and the interactive uses 

of budgets had no direct effect on performance. The result showed that all the four 

uses of MCS have a direct and significant influence on knowledge management 

and employee psychological empowerment. In addition, the results revealed that 

the diagnostic uses of a budget are partially mediated by knowledge management 

and employee psychological empowerment; the rest of MCS (beliefs systems, 

boundary systems, and the interactive uses of budgets) are fully mediated by 

knowledge management psychological empowerment. The study contributes to the 

literature in many ways. First, the study provides insights into the importance of 

the diagnostic uses of control, revealing that SOEs place a relatively high premium 

on the traditional monitoring and evaluation role of management controls. Second, 

the findings extend the MCS literature by providing evidence that suggests that 

intermediate variables mediate the impact of MCS on performance. Third, the study 

contributes to knowledge about the importance of MCS in knowledge practices and 

empowering employees and managers, highlighting the need to examine the 

different shades of autonomy that generate psychological empowerment and 

determine each control's specific roles for the various forms of autonomy. Fifth, it 

provides evidence of the complementary roles of the four MCS, especially in 

relation to knowledge management and psychological empowerment in hybrid 

organisations such as SOEs.  
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CHAPTER ONE 

INTRODUCTION 

The State-Owned Enterprise (SOEs) sector in Ghana remains 

immensely important to the Ghanaian economy. It controls over 50 per cent of 

government assets. It shows a strong presence in the energy, transportation, and 

financial sectors even after decades of privatisation through structural reforms 

(The Ministry of Finance, 2017). However, The World Bank (2015) corporate 

governance framework on the SOE sector reports underperformance due to 

conflicting objectives, weak lines of accountability and inadequate monitoring 

and performance management systems.  While it is evident that the public sector 

underwent several reforms with the primary goal to dilute state control, instil 

better performance management and budgeting systems based on private sector 

management ethos (Hyndman & Lesley, 2016), very little information is known 

about the effects of management controls systems on the performance of SOEs.  

Background of the Study 

The performance of public sector organisations has attracted attention 

for some time now. At the global level, the rise of neoliberal ideals and the 

transformation of economies have led to questions about the productivity of 

public corporations (Bruton, Peng, Ahlstron, Stan & Xu, 2015; Evans, 

Richmond & Shields, 2005). Consequently, public sector organisations have 

witnessed transformations from Keynesian welfare-based institutions to 

neoliberal market-driven organisations. The market orientation of neoliberalism 

led to public sector reforms premised on private sector management techniques 

and practices. Associated with these reforms are changes in how we think about 

the public sector responsibility, a shift in thought from institutions focused on 
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maximising social welfare to institutions that must enhance enterprise 

performance and profitability. 

The reforms have led to the transformation of state institutions into 

corporations that participate in the open market (Bleiklie 2018; Bleiklie, 

Hostaker & Vabo, 2000). These reforms have become known as the new public 

management (Plimmer, Bryson, Donnelly, Wilson, Ryan & Blumenfeld, 2017; 

Bryson, Crosby & Blooberg, 2014). New public management (NPM) reform 

introduced in the 1980s has become one of the most acknowledged reforms to 

improve public sector organisations (Pollite & Dan, 2013). Hyndman and 

Lapsley (2016) and van Helden (2005) suggest that the vision of NPM involves 

reorganising the public sector to focus attention on performance by adopting 

strategies that may include automation, the introduction of market 

competitiveness and private sector management practices. Notably, adopting the 

private sector-led management practices are intended to lead to improved 

approaches to control cost, enhanced managerial autonomy and discretionary 

powers, outcome-focused performance measurement and evaluation regimes, 

and economic efficiency (White & Bryson, 2018; Ayee, 2013; van Helden, 

2005).  

Contemporaneously, with the transformation in developed countries, 

African countries grappled with rising government expenditure, dwindling 

internally generated revenue, and reduced external budget support funding that 

threatened their social development and economic growth (Ayee, 2013).  

Influenced by the Bretton Wood institutions, African countries embraced public 

sector reforms underpinned by NPM as a potential panacea for socioeconomic 

development (Hyndman & Lapsley, 2016). To control government expenditure 
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and facilitate the efficient use of resources, implementing NPM became 

necessary. It was contemplated that NPM would lead to improved efficiency, 

service performance, and economic development (Hoper, Tsamenyi, Uddin, & 

Wickramasinghe, 2009; Hyndman & Lapsley, 2016). Consequently, the focus 

of the reforms was to encourage the judicious use of resources, break down 

bureaucratic systems and structures, increase organisational effectiveness to the 

public's satisfaction, and improve overall performance (White & Bryson, 2018).  

Accordingly, these international institutions collaborated with many 

developing countries like Ghana to transform public sector organisations into 

more effective and efficient institutions (Ayee, 2013; County & Study, 2012). 

Consistent with the ideals of NPM, Ghana began to carry out reforms in many 

public institutions through what became known as the Economic Recovery 

Programme (ERP). The first phase of the ERP involved the transfer of several 

public institutions into private hands directly or through a public-private 

partnership, outsourcing, and corporatisation into State-Owned Enterprises 

(SOEs), mainly in the energy, water, mining, oil, and manufacturing sectors 

(County & Study, 2012; Ayee, 2010). 

The second phase involved dismantling more prominent and significant 

public organisations into smaller institutions (County & Study, 2012; Ayee, 

2010). The state continued with granting expanded managerial autonomy to 

allow for managerial discretions and prompt responses to the urgent internal and 

external business threats and opportunities these organisations face (Verhoest, 

2017; Ayee, 2013). Consequently, this expanded managerial autonomy led to 

new organisational strategies and management practices necessitating the use of 

systems and techniques such as novel budgetary control models, performance 
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measurement and management processes, and incentive compensations systems 

in line with private sector management ethos (Verhoest, 2017; Hyndman & 

Lapsley, 2016; County & Study, 2012). By these practices, management can 

fashion out business models that are more private sector-led (Hammerschmid, 

Van de Walle & Andrews, 2018). 

Collectively, some of these systems and techniques are known as 

management control systems (MCS). Management control systems provide 

behavioural and technical mechanisms to shape and implement organisational 

strategies (Merchant & Van der Stede, 2007; Simon, 1995). Some prior studies 

have sought to examine the situated functionality of these systems and practices 

and to examine the effects they generate. However, despite these, prior studies 

have primarily focused on expenditure driven public sector organisations of 

government ministries, departments, and local assemblies (Simons, Cruz, & 

Marques 2012; Van de Walle 2013; Bel, Fageda, & Mur 2014).  

State-Owned Enterprises are unique in many ways. Unlike the other 

expenditure driven sub-sectors that operate as cost centres, SOEs have a profit 

orientation (Bowry & Smark, 2017). More so, while the expenditure-driven sub-

sector operations are not based on market principles and virtually operate as 

monopolies, SOEs are modelled based on market-driven principles and are 

subject to competitive forces on the corporate landscape (Robinson, 2015). 

These imply that the strategic orientation of and the mode of MCS uses in SOEs 

will differ markedly from those of other public sector organisations, thereby 

limiting the extent to which we can generalise findings of those public sector 

institutions to the SOEs context. This makes the current study timely as it seeks 

to examine MCS uses in SOEs contexts. 
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However, while an appropriately designed MCS such as budgetary 

control and performance measurement is essential, its effectiveness depends on 

how it is assimilated into organisational routines to create organisational 

capabilities. A crucial organisational capability that may explain how MCS 

affects performance is knowledge management processes that engender 

learning. Research in MCS suggests that improved employee learning improves 

performance (Bedford 2015). Furthermore, organisations that embrace 

knowledge management practices and knowledge management orientation are 

more innovative and achieve higher performance than those identified as 

market-oriented (Simon, 2000; Darroch, 2001). The belief is that knowledge 

often contains new and creative ideas necessary for improving organisational 

routines and processes that are key to performance improvement (Nonaka & 

Takeuchi, 1995). Given the significance of knowledge management, it is crucial 

to examine whether and how it is implicated in the relationship between MCS 

and SOE performance.  

Another crucial capability in organisational performance is managers' 

perception of their extent of empowerment. Known as psychological 

empowerment, this perception is premised on how individuals believe they can 

exercise choice or autonomy in determining their work processes and outcomes. 

Psychological empowerment is an essential determinant of performance 

(Velthouse,1990), while management control systems are generally considered 

instrumental in empowering individuals at work. As a result, it is crucial to 

investigate how MCS influences employees' perception of psychological 

empowerment and how that translates into SOEs' performance.  
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The study draws on Simon's levers of control framework to examine the 

relationships between MCS uses (beliefs systems, boundary systems, diagnostic 

control systems and Interactive control systems) and SOE performance and 

investigate how knowledge management processes and psychological 

empowerment mediate the relationship. As there are many MCS (budgeting, 

budgetary control systems, performance management and measurement 

systems), the study focuses on budgets as the reference point. As a significant 

element of MCS, budgets are widely used by private and governmental 

organizations management as a planning tool, coordination and communicating 

strategies, and controlling and monitoring strategy progress (Kamau, Rotich & 

Ayango, 2017). In conjunction with the controlling roles, the budget is also used 

as a reward system to get employees' commitment to achieving organizational 

objectives. Earlier research work on budgeting assumes budget serves more in 

controlling employees' behaviour in what is referred to by Simon as a diagnostic 

role. However, budgets are also used as a tool for dialoguing, debating existing 

assumptions, knowledge sharing and learning and providing opportunities for 

employee creativity and empowerment, especially when it is more participatory 

(Chong and Mahama, 2013). 

Statement of the Problem 

The public sector in Ghana has been subjected to several reforms over 

the years with the primary aim to improve its efficiency and effectiveness (Ayee, 

2013). These reforms introduced private sector management practices into 

public sector management (Pollitt & Dan, 2013). However, while extensive 

research has been undertaken to understand the impact of private sector 

management practices on public sector productivity, less is known about the 
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extent to which these management practices have been implemented to 

influence SOEs performance. The point is that prior studies have primarily been 

focused on expenditure driven public sector organisations like government 

ministries, departments, and local assemblies (Essuman-Mensah, 2019; Bel, 

Fageda, & Mur, 2014). However, SOEs are not expenditure driven public 

organisations but are modelled to operate like any other private organisation to 

generate revenue and profit. Secondly, SOEs are seen as hybrid organisations 

which gives them unique features different from the institution’s that are purely 

privates and those that are purely public (Bruton, Peng, Ahlstrom, Stan, & Xu, 

2015). These suggest that the strategic direction of and the approach of MCS 

uses in SOEs will differ significantly from those of other public sector 

organisations, thereby limiting the degree to which the research findings of 

those public sector institutions can be simplified to SOEs context. This makes 

the current study timely as it seeks to examine MCS uses in SOEs contexts. 

Although some studies have acknowledged improvement in public 

organisation performance following the adoption of private sector management 

practices (Joustie, 2015; Zhu & Peyrache,2017), other studies reveal otherwise 

(Hyndman & Lapsley, 2016; Nguyen et al., 2017). For instance, Ayee (2013) 

explain that though some progress has been made concerning the public sector 

reforms, their limited success is attributable to the limitations and constraints of 

the theoretical approaches. As a result, public sector reforms' outcomes have 

generally been poor compared to the amount of resources spent designing and 

implementing (Essuman-Mensah, 2019). Robinson (2015) point out that, 

although the imports of reforms, particularly the NPM, were extensively 

providing a solid and steady program for reform, its results showed mixed 
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record of success and failure primarily due to failure in integrating reform 

undertakings into broader policy and organizational levels and weak internal 

control systems. The inconsistency among these research findings requires 

additional studies. This study fills this gap by examining the uses of MCS and 

their effects on SOEs' performance within the public sector space in Ghana. 

Similarly, despite the overwhelming reforms since the 1980s to improve 

public sector performance in Ghana, SOEs' performance in Ghana is still 

inadequate to the extent that some are faced with massive debt overhang and 

liquidity challenges resulting in poor performance. (Ministry of Finance, Ghana 

2017). As a result, some reforms have been implemented to revamp the 

performance of some SOEs. These poor performances may be due to the focus 

on structural reforms to the exclusion of reforms at the organisational level 

where private sector practices transform public sector organisations strategies 

into desired outcomes (Sa'id, 2010). Yet, existing management research 

suggests that it is mainly through organisational level practices that strategic 

reforms become implemented and generate the desired effects (Simons, 2000). 

Management control systems are part of the managerial interventions at the 

organisational level that focus on shaping and implementing strategies (Simons, 

1994; 2000). The current study focuses on the uses of MCS in SOEs. It will thus 

provide insights into how these controls are implicated in giving operational 

forms to the reforms and their consequences. 

Despite the growing call for researchers to examine all four levers of 

control together, most prior studies have drawn primarily on the interactive and 

diagnostic uses to exclude beliefs and boundary systems. Few studies have 

examined all four levers together in their research, exploring whether they are 
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used as complements, substitutes or supplements (Spekle et al., 2017; Martyn 

et al., 2016; Mundy, 2010; Widener, 2007). Therefore, the current study strives 

to contribute to the present literature by applying the entire framework to test 

its impact on Ghana's SOE performance. Studying the complete levers is crucial 

because of their interrelationship in creating dynamic tension for better results 

(Spekle et al., 2017; Henri, 2006; Simons, 1995). Thus, studying part of the 

levers may overlook the associations among the four diverse levels and may 

result in an inadequate, inappropriate understanding of the impacts of the levers 

of control (Spekle et al., 2017; Henri, 2006). Therefore, the study brings fresh 

perspectives by examining the effects of all the levers of control on SOEs 

performance. 

Finally, there has been a limited examination of the effects of 

intermediate variables (mediators) on the relationships between MCS and 

organisational outcomes (Spekle, Elten & Widener, 2017). Further research is 

needed to unearth the mechanisms through which the outcomes of MCS are 

realised, especially concerning organisational performance (Ahmed, 2016). 

This study introduces knowledge management processes (KM) and employee 

psychological empowerment (PE) as mediating variables between MCS and 

performance. Although some empirical studies have demonstrated a positive 

impact of the mediating roles of employee empowerment in creativity and 

knowledge management on firm performance (Iqbal, Latif, Mariam, Farooq & 

Hussain, 2019; Spekle et al., 2017), these studies have been limited mainly to 

the private sector. 

Consequently, in seeking to contribute to the literature and practice, this 

study examines the relationship between the uses of the four levers of MCS and 
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organisational performance. It explores the extent to which these relationships 

are mediated by knowledge management and psychological empowerment.  

Purpose of the Study 

The focus of the study is to examine the influence of MCS on the 

performance of SOEs in Ghana. 

Objectives of the Study 

The specific objectives are to; 

1. explore the relationship between MCS uses and organisational 

performance of SOEs in Ghana. 

2. examine MCS uses and their influence on knowledge management of 

SOEs in Ghana.  

3. investigate the relationship between MCS uses and employees' 

psychological empowerment of SOEs in Ghana. 

4. explore the relationship between knowledge management and 

organisational performance of SOEs in Ghana. 

5. examine the relationship between psychological empowerment and 

organisational performance of SOEs in Ghana. 

6. assess the mediating roles of knowledge management and employees' 

psychological empowerment in the relationship between MCS and 

organisational performance of SOEs in Ghana. 

Summary of Research Hypotheses 

In achieving the objectives of this study, the following hypotheses are 

addressed in the study in line with the empirical review in Chapter Two. 

1. H1a- Beliefs systems are significantly and positively associated with the 

performance of SOEs in Ghana. 
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2. H1b- Boundary systems are significantly and positively associated with 

the performance of SOEs in Ghana. 

3. H1c- Diagnostic uses of budgets are significantly and positively 

associated with the performance of SOEs in Ghana. 

4. H1d- Interactive uses of budgets are significantly and positively 

associated with the performance of SOEs. 

5. H2a- Beliefs systems are significantly and positively associated with 

knowledge management processes in SOEs in Ghana. 

6. H2b- Boundary systems are significantly and positively associated with 

knowledge management processes in SOEs in Ghana. 

7. H2c- Diagnostic uses of budgets are significantly and positively 

associated with knowledge management processes in SOEs in Ghana. 

8. H2d- Interactive uses of budgets are significantly and positively 

associated with knowledge management processes in SOEs in Ghana. 

9. H3a- Beliefs systems are significantly and positively associated with 

employee psychological empowerment in SOEs in Ghana. 

10. H3b- Boundary systems are significantly and positively associated with 

employee psychological empowerment in SOEs in Ghana. 

11. H3c- Diagnostic uses of budgets are significantly and positively 

associated with employee psychological empowerment in SOEs in 

Ghana. 

12. H3d- Interactive uses of budgets are significantly and positively 

associated with employee psychological empowerment in SOEs in 

Ghana. 
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13. H4-Knowledge management processes are significantly and positively 

associated with the performance of SOEs in Ghana. 

14. H5- Employee psychological empowerment is significantly and 

positively associated with the performance of SOEs in Ghana. 

15. H6a- Knowledge management processes significantly mediate the 

relationship between beliefs systems and the performance of SOEs in 

Ghana. 

16. H6b- Knowledge management processes significantly mediate the 

relationship between boundary systems and the performance of SOEs in 

Ghana. 

17. H6c- Knowledge management processes significantly mediate the 

relationship between diagnostic uses of budget and performance of SOEs 

in Ghana. 

18. H6d- Knowledge management processes significantly mediate the 

relationship between interactive uses of budget and performance of SOEs 

in Ghana. 

19. H7a- Employee psychological empowerment significantly mediates the 

relationship between beliefs systems and the performance of SOEs in 

Ghana. 

20. H7b- Employee psychological empowerment significantly mediates the 

relationship between boundary systems and the performance of SOEs in 

Ghana. 

21. H7c- Employee psychological empowerment significantly mediates the 

relationship between diagnostic uses of budget and performance of SOEs 

in Ghana. 
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22. H7d- Employee psychological empowerment significantly mediates the 

relationship between interactive uses of budget and performance of SOEs 

in Ghana. 

Significance of the Study 

The current study is significant in many ways. First, management 

control systems are an essential element of the organisational environment 

through which management can access and apply relevant information for 

organisational efficiency. The research aims to add to the literature and practice 

on how managers use MCS to support performance. Findings derived will help 

improve management practices for better organisational management.  

Second, SOE is crucial to nations' social development and economic 

prosperity, especially in developing countries. Notably, SOEs contribute 

substantially to the global GDP and economic activities. For instance, the World 

Bank (2018) reports that SOEs contributes about 10% to global GDP and 

constitute more than 10 per cent of the world's leading organisations. In 2006 

SOEs contributed between 5 to 20 per cent of global employment investment. 

In the Middle East and Africa, SOEs contributes 20–50 per cent of economic 

activities and is estimated to account for about 30 per cent of total employment 

(OECD 2012a). Given their impact, the performance of SOEs is, therefore, 

significant to warrant research attention. 

Third, SOEs are central in delivering critical public services to citizens 

in crucial sectors such as the energy, finance, and natural resources sectors. In 

Ghana, for instance, SOEs are reported to hold over 50% of government assets 

(The Ministry of Finance, 2017), implying that they are significant players in 

the public sector space and the country as a whole. With the crucial importance 
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of SOEs, it is vital to examine whether and how management control systems 

(MCS) generally associated with private sector management are implicated in 

the direction of these enterprises. Therefore, the current research on SOE 

performance in Ghana is timely.  

Organisation of study 

This study is divided into six chapters. The first chapter focuses on the 

general background to the study, statement of the research problem, objectives, 

summary of hypotheses, and the study's significance. Chapter Two provides a 

detailed and systematic review of the literature relevant to the research problem. 

It reviews the literature on public sector organisations, highlighting theoretical 

and conceptual issues relevant to the current study  

Chapter Three presents the theoretical framework of this study. It 

discusses how dynamic capabilities can provide a framework to investigate 

MCS uses at the organisational level and its relevance to the current research. 

This is then followed by the development of the hypotheses underlying this 

study. Chapter Four discusses the research paradigm adopted for the study and 

the different epistemological and ontological assumptions related to this 

paradigm. After that, the chapter presents the research design, data collection 

method, and the statistical approach used to analyse data. Chapter Five 

discusses the results of the study. It begins by looking at the reliability and 

consistency of the measurement model, the predictive accuracy and relevance 

of the structural model, and the results of hypotheses tests. It then discusses the 

findings. Finally, Chapter Six presents the conclusions, contributions and 

practical implications of the study. It also discusses the limitations of the 

research and identifies avenues for future research.  
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CHAPTER TWO 

LITERATURE REVIEW 

Introduction 

The chapter focuses on reviewing prior studies relevant to the research 

problem under investigation in this thesis. It begins with a literature review on 

public sector organisations, highlighting what it is conceptually, and discusses 

prior studies in this area. It further distinguishes the performance orientation of 

state-owned enterprises (SOEs) from those of other public institutions. 

Subsequently, it proposes that SOEs performance should be measured 

consistently with those of their private-sector counterparts. 

The review then examines the concept of organisational performance 

generally and relates it precisely to the SOEs context. Here, the 

conceptualisation of organisational performance is discussed alongside prior 

studies on how performance is achieved. The review then focuses on the MCS 

literature relevant to the study. It indicates various conceptualisation and 

dimensions, highlighting its potential to influence organisational processes and 

outcomes and critically discussing the extant literature's findings on MCS uses 

on organisational performance. Next, the review examines two intermediate 

organisational variables (psychological empowerment and knowledge 

management processes). 

Public Sector Organisations 

Debates on governance identify the significance of institutional 

efficiencies in steering public businesses and managing shared resources. 

Arguably, most national developments are championed directly by the public 

sector and are liable for guaranteeing quality services to society. Also, it creates 
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an environment where the private sector, civil society, and other non-

governmental organisations flourish and become a more effective partners in 

developmental issues. Notably, the sector provides infrastructure, education, 

health and welfare services comprising social security, which is crucial for 

economic growth (Ayee, 2013; World Bank, 2017). 

According to Fourie and Poggenpoel (2017), the public sector must 

provide public goods and services to improve the public's overall well-being, 

the private sector, and other public sector agencies. For these reasons, the sector 

has a broader range of interest groups, with each group having its specific 

interests, occasioning a multiplicity of expectations of the public sector (Ayee, 

2013). In addressing all interest groups' expectations, the public sector needs to 

be efficient and effective to measure its performance. Therefore, the public 

sector's significance in delivering public goods and services in responding 

sufficiently to its stakeholders' desires within limited budget allocation is 

acknowledged (Verger & Curran, 2014). 

Notably, the public sector plays a pivotal role in enabling direct and 

indirect contributions to developed countries and developing countries like 

Ghana through economic and business development. Moreover, the 

contributions ultimately may lead to other constructive effects, such as 

expanded private sector, employment generation, and enhanced service delivery 

to meet societal expectations (Hyndman & Lapsley 2016). Therefore, demands 

for the public sector's better performance are significant concerns to many 

(Thornhill, 2006; Ayee, 2013; Hyndman & Lapsley, 2016). This makes public 

sector managers face momentous challenges as they react to continuous 

pressure to provide more and improve customers' services with reduced budget 
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allocation. As a result, they look for new ways of delivering better services to 

customers. 

However, defining specific public service performance has proved 

difficult and thought-provoking as performance measures are restricted to the 

doctrines of measuring input and outputs relationship. Therefore, measuring 

performance is a far more challenging mission. For instance, it is challenging to 

have equivalent costs or benefits for most public services than the private sector. 

Moreover, because of significantly different services and goods produced, it is 

challenging to have one standard measure of performance. 

Notwithstanding these challenges, public sector organisations have 

become pressured to improve their performance in responding to citizens and 

legislative demands, especially in emerging economies like Ghana (PwC 2007, 

2015). These demands require the public sector bodies to look for new options 

in enhancing the sector performance. This may include adopting new reforms 

such as the New Public Management (NPM) to address the sector difficulties 

(Bhuiyan & Amagoh, 2011; Verbeeten & Spekle, 2015). In particular, reforms 

can be used purposefully to deal with citizens' evolving economic environment 

and expectations. Thus new reforms are required in this direction (Merriam & 

Webster, 2014; Gabel-Shemueli & Capell, 2013). 

New Public Management Reforms 

Reforms undertaken in the name of the NPM have spurred public sector 

organisations to meaningfully re-examine their strategies and objectives to 

transform themselves into more productive, cost-efficient and accountable 

institutions (Verger & Curran, 2014; World Bank, 2017). Significant in this 
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process is the greater dependence on decentralised management, emphasising 

performance and sourcing funding from markets to provide public services.  

While these reforms may vary in scope, depth, and level of success, the 

aim of NPM remained the same, institutional reforms to promote greater 

governmental effectiveness and efficiency (Ayee, 2013; Verger & Curran, 

2014). With a particular emphasis on reducing bureaucracies into fewer and 

fragmented agencies, inspiring competitiveness among various public sector 

agencies, motivating competition among public sector organisations and private 

organisations using monetary incentives (Gautam, 2018, Pollitt, 2016; 

Hyndman & Lesley, 2016). The fundamental assumption is that management 

with commercial-oriented minds will lead the sector to greater cost-efficiency 

and effective services delivery. In addition, NPM treats citizens as customers 

rather than citizens and emphasises institutional productivity (Osei, 2015). 

An example is Ghana, which embraced a Structural Adjustment 

Programme (SAP) in 1983 as part of the Economic Recovery Programme under 

cover of NPM (Steel & Webster 1992). A significant aspect of the reforms 

involved the corporatisation and privatisation of some public sector 

organisations to motivate management and employees for better performance 

(Bewayo 2009). To shift the public sector towards the culture of managing for 

results, private sector management practices such as budgetary controls, 

performance measures, and performance-based incentives have been introduced 

into the public sector (Afonso, Schuknecht & Tanzi 2010; Onrubia-Fernandez 

& Fuentes, 2017; White & Bryson, 2018). 

Although traditional forms and systems of control, monitoring and 

evaluation in public sector organisations have always existed, NPM is a wide 
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range of new management control systems (MCS). These systems include 

analysis of customer feedback, quality standards, performance benchmarking, 

improving internal controls, regulation, performance reviews, markets, 

qualitative information, and other decision support tools, including personal and 

social controls to support the attainment of corporate objectives. Thus, a 

significant aspect of NPM is its emphasis on using a broad set of MCS (Jansen, 

2004). Therefore, by implementing NPM, public sector organisations can better 

allocate their resources to improve operational performance and customer 

satisfaction for improved competitiveness (Haynes 2015; Robinson, 2015). 

Fourie and Poggenpoel (2017) argue that despite the abundant resources 

and efforts given to NPM reforms, public sector performance improvement has 

remained sluggish and inadequate. The inadequacy of performance is primarily 

attributed to lack of managerial autonomy, non-conformity with reforms 

outlined, political interference, unaccountable public sector managers and 

employees, and the overall decline in good corporate governance (World Bank 

2017). Thus, public sector reform outcomes have been steadily unsatisfactory 

(McCourt, 2013; Overman & van Thiel, 2016; Faurie & Poggenpoel, 2017).  

Public sector management is inclined to highlight the government's 

interests in power, which is the central point of public sector resources, even 

when its interests conflict with stakeholders' needs (Fourie & 

Poggenpoel,2017). Besides governmental interference and lack of 

accountability, incompetent public servants, lousy procurement practices, and a 

lack of good leadership are among the reasons for the public sector 

organisation's poor performance (Janse van Rensburg, 2014). Besides, bad 

financial management, including inadequate budgeting practices, weak control 
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systems, nepotism and corruption, contributes to the public sector's abysmal 

performance (Fourie & Poggenpoel,2017). Francis (2013) stresses that lousy 

management is primarily caused by incompetent management and inadequate 

corporate governance structures in public sector organisations, hence the poor 

performance. 

Performance of State Owned-Enterprises 

There is a diversity of definitions ascribed to the concept of performance 

due to its subjective nature. Performance is a set of behaviours relevant to the 

organisation's goals and the level of attaining an organisation's tasks to achieve 

the goals, mission, and vision (Jenatabadi, 2015). Whooley (1996) asserts that 

performance is a constructed social reality and cannot be objectively measured. 

It is people's minds and may include components, products, consequences, and 

impact associated with efficiency and cost-effectiveness. Bernadin (1995) views 

performance as the total effects of assigned tasks, which provides a clear 

association with an organisation’s objective, customer satisfaction, and 

economic contributions. 

Therefore, performance is achieved when all efforts are dedicated to 

attaining a set of objectives and how well organisations successfully perform 

with respect to achieving their intended goals and objectives. Achieving 

intended goals and objectives may involve analysing actual organisational 

results against its predetermined purposes and goals.  Such purposes may 

include improving shareholder value, financial performance and market 

performance in customer satisfaction and organisational efficiency. Arguably, 

various authors' conceptualisation of performance has one thing in common; 

organisations work to attain their targets. Thus, organisational objectives and 
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purpose are what define its performance. The environment might impact 

performance, the goals to be achieved, the organisation's relevant 

characteristics, and, more importantly, how it is measured. 

Therefore, a singular view of performance may be difficult to establish 

since it is dependent on several criteria of performance measures (Lebas & 

Euske, 2007; Jenatabadi, 2015). As a result, Lebas and Euske (2007) argue that 

performance is contextually a dependent concept and can be linked to several 

dynamics: organisational competitiveness, growth, and long-term survival. 

These indicators might be complementary; in some cases, they may even be 

conflicting. Recent empirical studies on performance embrace three specific 

organisational outcomes; financial performance, market-based performance and 

operational performance.  

Traditionally, financial performance is described as economic indicators 

presumed to mirror the accomplishment of an organisation's commercial goals 

(Antony & Bhattachatyya, 2010). It has broadly been used to measure smaller 

and bigger organisational performance, recognising the inherent advantages of 

financial measures. The belief is that measures of financial performance are 

more objective and valuable. As such, financial performance is a widely used 

tool for measuring organisational performance. Financial performance is 

assessed using accounting-based and market-based measures. Accounting-

based measures focus on the firm's historical performance and tend to be 

retrospective in nature. As a result, these measures are extracted from 

organisations' financial statements. They include return on investment such as 

assets, equity, and sales. Profitability measures such as net profit margin, gross 

profit margin, and change in net income are all accounting measures (Antony & 
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Bhattachatyya, 2010). Thus, financial measures are commonly stated as ratios 

or percentages and values for ease of comparison among organisations.  

The market-based performance focuses on the stock market valuation, 

which is future-oriented and provides a perspective view of the performance of 

organisations. They are assumed to reflect investors' future organisational 

potential assessments and focus on their long-term value. Market-based 

measures are used to assess an organisation's performance, including earnings 

per share, price-to-earnings ratio, share price changes, dividend yield, and 

market-to-book ratio.  Under the postulation that investors assess organisations 

properly, these market-based measures are said to be practical pointers of 

organisational performance for listed organisations.  

The operational performance focuses on evaluating the efficiency with 

which resources are used to undertake critical activities. They cover three levels 

of operations: internal process, service, and customer performance. The internal 

process measures focus on the efficiency of converting inputs into outputs, 

including assessing resource consumption, product quality, processing time, 

employee empowerment, and employee satisfaction. At the service level, 

operational measures focus on the efficiency and speed of meeting internal and 

external customers' needs. These are generally reflected in service quality 

(ServeQual) standards of performance. Finally, the customer dimension of 

operational performance focuses mainly on product/service market 

performance. These include customer satisfaction, new product introduction, 

market share, and marketing effectiveness (Carton & Hofer, 2006; Hofer & 

Sandberg, 1987). 
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Financial and operational performance are said to be inextricably linked. 

Operational measure leads to financial measures, and hence improving 

operational measures have lag effects on financial performance. Consequently, 

contemporary approaches use business or balanced scorecard models involving 

operational and financial criteria linked to customer value, product/service 

innovation and internal business improvement to financial measures (Kaplan & 

Norton, 1992). These models support linking data from numerous financial and 

operational performance measures to determine whether there has been 

improvement in one performance sector or this has been attained at the cost of 

the alternative. 

Despite the enormous benefits of the market and operational 

performance indicators, Otley (2003) argued that traditional financial 

performance measures, such as return on assets or net profit, are preferred by 

many managers when evaluating performance. However, accounting 

performance systems ordinarily focus on short-range performance against 

accounting standards. Importantly, these accounting standards cannot report 

progress associated with competitors, customer expectations, and other non-

financial schemes that may be crucial in attaining profitability, long-term 

competitive strength, and strategic goals. For instance, increasing organisational 

capabilities may be relevant to strategic long term organisational goals but may 

hamper short-term accounting performance in profitability and liquidity. 

Consequently, complementing accounting-based measures with market-based 

and operational measures of performance is advocated as that provide incentives 

for managers to address long-term strategy in addition to short-term 

profitability. Therefore, Kaplan (1984) suggested that effective organisational 
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performance could be measured using a multidimensional view of performance 

that includes accounting-based, market-based and operational measures.  For 

these reasons, the current study adopts a multidimensional performance 

measurement. 

Objective versus Subjective Measures of Performance 

An area of debate in the literature is assessing performance by 

employing objective or subject measures (Vij and Bedi, 2012). Objective 

measures are absolute and derived directly from official records such as 

financial statement data, capital market data, and organisations' operating 

documents (Wall et al., 2004). On the other hand, subjective measures are 

relative and mainly based on perceptions (Wall et al., 2004). Some researchers 

argue that objective measure is more representative of organisational 

performance as social desirability is not easily biased. On the other hand, 

subjective measures have been claimed to be subject to bias as management 

may be unenthusiastic to draw attention to their weaknesses. As a result, 

subjective measures may overstate the performance of their organisations 

(Razouk, 2011). 

Notwithstanding this, subjective measures have been widely used in 

measuring organisational performance amongst scholars (Camps & Luna-

Arocas, 2012). It is partly because of the incapability to gather objective data in 

selected organisations due, in part, to the confidentiality of data or the lack of 

comparable objective performance indicators (Hult et al., 2008). More so, 

existing research provides empirical evidence to suggest that subjective and 

objective performance measures are considerably connected and that the use of 
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any one of these approaches to measure performance will be valid (Mahama & 

Cheng 2013; Tzafrir, 2005; Abernethy & Stoelwinder 1991).  

For instance, McClure (2010) examined subjective and objective 

performance measures within a data set and found that these two measures were 

correlated. He also acknowledged the non-presence of common method bias in 

the subjective measures. Dess and Robinson (1984) examined subjective and 

objective measures by studying the association between objective and 

subjective return on investment, increased sales, and overall performance 

measures. They establish that management's assessment of subjective and 

objective measures was positively correlated. Therefore, researchers may 

consider using subjective perceived measures instances when objective 

measures are not obtainable. Homburg, Artz and Wieseke (2012) likewise 

corroborated the existing studies examining the relationships between a 

subjective and objective measure of return on sales on a sub-sample of 

organisations. They observed a strong positive association between the two 

methods of measuring performance. Many other studies have found significant 

associations among subjective and objective organisational performance 

measures (Richard et al., 2009; Arya and Lin, 2007). 

Following the above, the current study will rely on subjective 

performance measures since it will be difficult to obtain objective performance 

data from SOEs management. Besides, it is generally tricky to gather reported 

(objective) performance measures in surveys due to the confidentiality 

associated with such measurements. This explains why survey researchers 

measure performance using subjective measures (Chong & Mahama, 2013; 

Dess & Robinson, 1984). 
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A Conceptualisation of Management Control Systems (MCS) 

Management control systems (MCS) fundamentally bring into line 

employee actions with organisational goals and objectives. Their traditional 

focus has been in search for and to ensure that management has the most 

relevant information systems and opportunities to shape their behaviour and that 

of employees for purposeful goal achievement. The concept of MCS originated 

from Anthony's (1965) work, which he developed from a framework consisting 

of analytical tools, budgeting and budgeting control systems, reporting of 

managerial and financial performance, and performance measurement plans 

(Chenhall, 2003). The framework aimed to establish a connection between 

strategic planning, operational planning and information from accounting 

records.  

Thus, Anthony's (1965) conceptualisation divides organisational 

planning and control systems into three components: strategic planning 

practices, MCS, and operational control systems. These three practices are 

connected to the organisational structure and hierarchy. Accordingly, strategic 

planning activities comprise establishing long-term business objectives and 

goals and establishing long-term plans and guidelines for the entire 

organisation. Therefore, it does involve determining the organisational 

objectives and its changes and policies of organisations' acquisition, use, and 

disposal of these resources. However, operational control guarantees that 

explicit tasks are carried out to facilitate effectiveness and efficiency in using 

resources (Anthony 1965) and apply a process that links strategic planning and 

operational control, consisting of reconcilable sub-systems. 
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Consequently, Anthony (1965) described MCS as how management 

uses organisational resources effectively to attain the organisation's objectives. 

Otley et al. (1995) argue that Anthony's work was meant to address the 

organisation's concerns with systems that would help secure management 

interest in organisational goals. Therefore, management control systems are 

essential to organisational goal congruence as it aligns managers' interests with 

those of the organisation (Birnberg, 2011; Hewege, 2012).  

However, Anthony’s (1965) analysis of MCS was described as 

restrictive, limited to an accounting-based framework containing little or no 

discussion of behavioural and social psychological issues (Otley et al. 1995; 

Merchant & Otley 2007).  The argument is that the traditional view of a formal 

control model is cybernetic. It involves comparing predetermined standards 

(budget or standards) with actual output as a basis for performance evaluation 

and corrective action (Wouters &Wilderom, 2008). They argue further that 

separating MCS from strategic and operational control is problematic. Otley 

(1995) further explains that organisations have changed in many ways in that 

modern organisations no longer conform to designs implicit in the traditional 

management control literature. Specifically, organisations are increasingly 

becoming smaller or bigger, specialised, less categorised, and more dependent 

on each other than the theory acknowledges (Otley 1995). Besides, the business 

setting has become more uncertain. It requires flexibility, and adaptation of 

management control in its traditional form, as it is too fixated on efficiency and 

cannot meet the contemporary period's tests. It is mainly tricky for managing 

unanticipated events in the control processes for an uncertain environment 

(Merchant and Otley, 2007; Simons, 1995; Otley, 1994). 
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To address the limitations associated with such a mechanical system, 

new approaches are advanced with greater attention to organisational and 

motivational factors to influence behaviour in place of rational and passive 

behaviour of employees. Thus, accepting that the critical features for the design 

and implementation of control systems are not restricted exclusively to formal 

ones. Accordingly, there are attempts to enhance the traditional cybernetic 

perspective, emphasising analysing psychosocial and cultural factors crucial in 

organisations' control. For instance, Anthony and Govindarajan (1998) 

suggested that MCS must take a more flexible standpoint embracing multiple 

controls mechanisms like strategic controls, performance measurement, 

learning and development processes that work together for organisational 

performance (Otley, 1980).  

Thus, the delineation of MCS has progressed from a focus on formal, 

internally focused and quantifiable financial information to comprise outside 

information involving customers and expansion of markets, competitor's 

strategies, production practices, management decision support tools, and social 

controls. Given this, Bisbe and Otley (2004) labelled MCS as a set of 

organisational processes used to influence goal achievement. Merchant and 

Otley (2006) explained that the primary purpose of MCS is to provide 

information relevant for management planning, decision, and evaluation.  

Mainly, the information gathered through MCS is used in influencing 

and facilitating management decisions in many ways (Henri, 2006; Simon, 

1995). In the decision-facilitating role, formal MCS provides timely and 

essential information to organisational members before making decisions to 

enable management to make informed decisions. This is because it reduces pre-
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decision uncertainty and improves options (Grafton et al., 2010). In a decision-

influencing role, MCS avails managers of the prospect to generate a 

motivational effect on employees who direct or change their behaviour 

(Grafton, Lillis, & Widener, 2010). The distinction between decision facilitating 

and influencing MCS roles will help mitigate conflicts of interest between the 

organisation members. 

Although MCS has been characterised in many ways, its primary focus 

is to guarantee that management has the relevant information to shape 

employees' behaviour, organisational goals, and objectives. Goals are primarily 

achieved by planning, executing, evaluating, and incentivising managers to 

achieve targets through formal and informal control systems. Therefore, the 

combination of formal and informal control systems as a bundle presents a new 

way forward. The reason is that when MCS is viewed through a singular use of 

cybernetic systems, it will be difficult to control the relevant variables for an 

organisation to attain its objectives.  

Formal and Informal Controls 

Controls have been categorised in many ways. However, the most basic 

classification in use for decades has been either formal or informal. Formal 

controls are the transcribed processes and policies that direct behaviour toward 

organisations goal congruence and identify and discourage misconduct (Simon, 

1995). Therefore, the formal system includes explicit tools like organisational 

objectives and goals, budgets, reward systems, performance management, and 

code of ethics. The fundamental motivation for proper controls is the agency 

relationship between management and employees, which demands a control 

framework for better results. Accordingly, employee behaviour is managed by 
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designing and implementing formal control systems involving rules, a chain of 

command, behavioural standards, and defined procedures (Carenys, 2010). 

Under this formal arrangement, organisational control is exercised through 

formal systems based on control by exception, clear objectives and goals.  

On the contrary, informal control systems usually originate from 

employees and are more organic in influencing employee behaviours. They are 

designed unconsciously and governed by unwritten rules involving social and 

cultural controls like norms, emotions, values, beliefs, stories (Soldevila, 2000; 

Langfield-Smith, 1997). Although culture is difficult to define, it is expressed 

through collective identity, social relations and ideology (Alvesson, 2004). The 

point here is that organisational management or prominent individual or group 

of  employees within the organisation communicate their values to influence 

employee behaviour for enhanced organisational performance. Thus, employees 

who fail to obey an organisation's unwritten rules and ideology will be 

sanctioned through employee isolation from vital decision-making processes 

and interactions (Schein 2010). 

Tsamenyi et al. (2008), for instance, reported that managers employed 

cultural controls instead of formal controls (such as budgets) in an Indonesian 

family organisation. Efferin and Hopper (2007) stated that the Chinese vendors 

are inclined to direct employees' behaviour through personnel and behavioural 

controls. Some scholars have pointed out that an organisation's control systems 

will probably comprise a blend of different control types for MCS to be most 

effective. For that reason, formal and informal controls complement each other 

(Bedford &Malmi, 2010; Lukka, 2007). In effect, for formal control to be 

effective in influencing employee behaviour, there must be specific rules to 

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



31 

 

guide specific situations, unlike informal control systems, which do not require 

rules to be useful for the reason that workers will be inherently motivated and 

will instinctively know what is anticipated from them by their organisation. 

Therefore, informal control systems are an exciting alternative to formal control 

systems (Carenys,2010) and may impact MCS design choices. 

Management Control Systems Design Choices 

Following the recognition that controls fall into two main categories 

(formal and informal), there have been scholarly attempts at guiding managers 

in making choices concerning these controls. Research on how organisations 

make management control design choices have been influenced by the 

contingency theory of organisations. Scholars argue that organisational design 

choices' effectiveness depends on its adaptation to the organisation's features. 

These characteristics include technology, environment, age, and size (Berry et 

al. 1995; Ezzamel & Hart, 1987; Gordon & Miller 1975). Following this, 

researchers posit that no one common management control system is suitable 

for adoption by organisations. Instead, the choice of controls is conditional on 

the organisation's context (Amat, 1991).  

In their theory of organisation control, Ouchi and McGuire (1975) 

provided one of the earliest control classification schemes that focus on how 

managers control choices. Specifically, Ouchi (1977) developed a framework 

within which controls are classified into three modes:  behavioural, output, and 

ritual control. The behavioural and output controls constitute formal control, 

while the ritual control is an informal control type. He argued that choosing one 

specific control type is dependent on output measurability and task 

programmability. Ouchi posits that output controls will be used in a situation 
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where the task programmability is low, and output measurability is equally high. 

Where task programmability is high and low output measurability, then 

behavioural controls will be more suitable. In situations where both are high, 

managers may rely on either output or behaviour control. However, where both 

are low, it will be difficult to rely on output and behavioural controls; hence, 

managers will resort to ritual controls. In a subsequent development, Ouchi 

(1979; 1980) developed the framework further to comprise three control modes: 

market, bureaucratic and clan controls. 

While Ouchi's theory of organisational control provided a normative 

model of rational control choices, the framework was not explicit on 

performance control choices' effects. However, it spurred management control 

scholars to embark on contingency type studies focusing on how managers 

make control choices. First, researchers have extended Ouchi's classification 

controls to include personnel controls, action controls, result controls, hard and 

soft controls, and bureaucratic and organic controls (Tessier & Otley 2012; 

Chenhall 2003; Burland,1990). Results control indirectly inspires employees to 

achieve measurable organisational outcomes for which a reward is attached. 

While actions control focuses on task performance, seeking to ensure that 

employees take the right actions, personnel controls support employee personal 

motivation by engaging in specific behaviours, allowing all to act in ways that 

align with corporate interest (Merchant & Van der Stede, 2012). 

Second, MCS researchers have extended Ouchi's work to focus on the 

effect of control design choices on performance (for details, see Chenhall, 

2003). They argue that control systems choices that fit (i.e., are appropriately 

aligned with) an organisation's contingency (contextual and structural) factors 
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will lead to better organisational performance than those not aligned with 

controls. This fit concept has extensively been explored in the accounting 

literature to predict firm performance (Ferreira & Otley 2012). 

Ouchi's theory of organisational control and the MCS research it 

inspired have been criticised for being overly focused on the choice of 

individual controls. Instead, management control scholars argue that a 

combination of different controls is used in contemporary organisations 

(Malmi& Brown, 2008; Otley, 1980). Two streams of research have emerged 

about the nature and form of control combinations. One strand shows how 

controls are used as a package, and the other aspect discusses how controls 

combine to form a system (Grabner & Moers 2013; Malmi & Brown 2008). 

Combining MCS into a package involves using a diverse management 

control set to achieve organisational objectives. These controls include reward 

and compensation, planning, cybernetic, cultural, and administrative controls 

(Malmi & Brown 2008). 

According to Malmi and Brown (2008), planning control aims to direct 

employee behaviour. It is achieved by setting goals, objectives, establishing 

standards, and communication channels to promote organisational goal 

congruence across all functional areas. Thus, planning as formal control enables 

coordination of corporate objectives throughout the organisation to guarantee 

employees' alignment with its strategy.  

Cybernetic controls are formal control systems that direct employee 

behaviour by setting goals, evaluating activities and allocating accountability 

for performance (Malmi & Brown, 2008). They are similar to Merchant (1985) 

result or output controls that focus on desired results and hold individual 
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employees or teams accountable for their outcome. Cybernetic controls can take 

various forms such as financial measures, budgeting, non-financial measures 

such as operational efficiency, or incorporating non-financial and financial, 

termed hybrid measures (Grabner & Moers 2013; Malmi & Brown, 2008).  

Malmi and Brown (2008) point out that culture is used to standardise 

behaviours and hence work as a control. As such, they view symbol-based 

controls, clan and value-based controls systems as possible cultural controls. 

The argument is that; symbol-based controls are visual languages fashioned out 

to nature-culture of a particular type and may be explicit organisational designs 

of any form, including but not limited to building and dress code. A case in point 

is an organisation designing and enforcing corporate attires for their staff to be 

easily identified and instil a culture of professionalism among its employees. 

However, value controls are a set of explicit organisational characterisations 

formally communicated to employees by management to emphasise 

fundamental values, purpose, and direction employees must follow. For 

example, vision and mission statements, credos, and purpose statements express 

values (Simons, 1994). 

Clan control is a sub-culture whose member’s values and skills are 

imparted through socialisation. Instances can be accountants, nurses, medical 

doctors, lawyers. Clan controls are achieved by creating values and beliefs 

through rituals and ceremonies (Malmi & Brown, 2008). Administrative 

controls refer to designing and sustaining an organisation by emphasising 

policies, rules, governance structure, and standard operating procedures that 

direct employee behaviours (Malmi & Brown 2008). These controls determine 

responsibilities and the conduct of processes of employees. 
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Finally, reward and compensation controls motivate employees to 

accomplish organisational goals by assigning rewards to achieve set objectives 

and goals. Malmi and Brown (2008) emphasise that not all compensation and 

rewards controls are associated with cybernetic controls. Organisations may 

also have to consider different reward and compensation schemes to achieve 

intended purposes. 

Proponents of a systems approach to control argue that the concept of 

control as a package only explains how different controls are combined but does 

not explore the interdependencies among these controls and whether the choice 

of controls into the mix considers possible independencies (Grabner and Moers 

2013). Grabner and Moers (2013) argue for the relationships among combined 

control elements to be examined, emphasising the extent to which collective 

controls are internally consistent.  

Drawing on a systems approach to contingency theory, they argue that 

MCS form a system only when design choices and practices are mutually 

dependent. These interdependencies are considered in the design (Grabner & 

Moers 2013). Control interdependencies must be understood regarding how 

using a particular control type influences the usefulness of other controls. That 

is, the choice of control depends on the choice of different types of control. Two 

forms of such interdependencies are said to exist, acting as complements or 

substitutes (Grabner & Moers 2013). Controls act as complements when the 

value of using one type of control enhances the benefits of using other types of 

control. Conversely, they act as substitutes when utilising a kind of control that 

decreases another kind of control (Grabner and Moers 2013). 
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As indicated earlier, the research on control systems design choices is 

premised on the contingency theory. However, contingency theory is not 

without limitations. According to Amat (1992), the specified relationship 

between the variables in contingency theory is not amply clear, and the 

recommendations proposed by the idea have obtained insufficient empirical 

verification. Also, control systems are more comprehensive in perspective and 

much more complex and multidimensional than what the theory indicates. More 

so, contingency-based studies mechanically portray management, aligning 

organisational design to the prescriptions of contingent factors, ignoring the 

discretionary powers of management, and how their values, beliefs and 

philosophies may impact choices (Hopper & Powell; 1985). 

Furthermore, the contingency theory was developed to believe it could 

bring a universal solution to control systems' choices to suit different 

organisational conditions and circumstances. However, studies have instead 

come out with a significant list of organisations' contingencies, and many of 

them suggest conflicting findings (Otley, 2016). For instance, Reid and Smith 

(2000) studied the contingency theory application in management accounting 

systems design and used in smaller organisations and concluded that market 

dynamics explain the complexities of the management accounting system, 

works methods and sub-unit interdependences. The study also revealed that 

technology uncertainty was not crucial in determining organisational form. This 

finding is inconsistent with previous research findings on large technologically 

intensive organisations. As a result of these conflicting findings, some scholars 

suggest that research should go beyond control systems design and examine 

how these controls are used. (Simon, 1994). 
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Management Control Systems Uses  

Various MCS uses have been proposed and discussed in the literature. 

Most prominent are the decision influencing and facilitating roles of MCS 

(Grafton, Lillis & Widener, 2010), enabling and coercive uses of MCS (Radtke 

& Widener, 2016; Adler & Borys, 1996) and Simons' levers of control 

framework (Simon, 1994, 1995, 2000).  

First, MCS facilitates collecting, processing and sharing information 

supporting management planning, controlling, and evaluating performance. 

Information generated serves two essential purposes: decision-facilitating and 

decision-influencing roles (Grafton, Lillis & Widener, 2010). In the decision-

influencing position, the data generated by MCS is used for performance 

evaluation and motivational purposes. Thus, MCS in a decision-influencing role 

denotes management use of information to assess employee's performance. 

Graton et al. (2010) stress that by developing views about which performance 

measures will be used by management to evaluate performance, subordinates 

are inclined to make decisions that improve those measures. 

In the case of MCS' decision-facilitating role, information is used for 

enhancing managerial decision making. Thus, the decision-facilitating position 

denotes the provision of relevant information to management to support quality 

decision-making to resolve uncertainties in decision-threatening problems 

(Grafton et al., 2010). Emmanuel and Otley (1985) explain that these two 

controls are used to capture the evaluation of actual results and formulate and 

use predictive information by management. 

The concept of enabling and coercive control used in MCS originated 

from two types of bureaucracy; enabling and coercive, coined by Adler and 
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Borys (1996). They suggest that, in the concept of bureaucratic formalisation, 

formal control systems might have enabled features, especially when employees 

are granted expanded task and independence, or coercive features, especially 

when control systems are stiff, restrictive, and not interactive. When used in 

MCS, these features symbolise that enabling controls systems support employee 

integration and their actions in the organisation. Thus, promoting formalisation 

requires formal rules-based systems to facilitate the structuring, refining and 

steering of work procedures short of any hierarchical consequences (Beuren & 

Santos, 2014). They are procedures designed to provide support as an alternative 

to regulating employees' behaviours. 

On the other hand, coercive formalisations are designed to control 

methods and procedures to compel employee compliance with established 

criteria.  Besides, it also coerces managerial effort and constrains and punish 

rather than support cooperative behaviour (Beuren & Santos, 2014). Its control 

orientation is to institute control induce disciplined actions. Coercive control is 

strictly linked to the assurance of certainty and reducing opportunism in a 

relationship (Adler & Borys, 1996). 

The enabling formalisation set structures and procedures to enthuse 

employees. Thus its control orientation involves actions of the empowered 

employee having collaborative consequences. For instance, enabling budgetary 

design and process provides the required structure and means for interactive 

discussions about choices and actions to inspire collaboration at many 

managerial ranks (Radtke & Widener, 2016). However, Hartmann and Maas 

(2011) submit that the budgetary procedure and process can also be coercive, 

significantly when it restricts management autonomy used to communicate to 
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employees how they should behave, communicate to management what they are 

permitted, and not permitted to accept. While these two control systems use 

(Enabling /Coercive and decision felicitating and influencing roles) are gaining 

traction, the current study draws on Simon's (1995, 2000) levers of control 

framework (LoC). 

The LoC ensued from over ten years of discussions with senior 

management. Compared to other frameworks, this framework is about 

controlling, implementing and designing strategies using a mechanism to 

analyse particular ways and the dynamics among different uses of MCS. 

Arguably, the framework has been prevalent among academics over the past 

decade (Martyn et al., 2016). Thus, the current study employs the LoC as an 

analytical tool to address the study objectives. The reason is that the framework 

focuses on the different uses of MCS rather than on other features, such as the 

design and structure of MCS on organisational strategy. For example, Simon's 

(1995, 2000) LoC framework has four levers that reflect the different uses of 

controls; beliefs, boundaries, diagnostic, and interactive uses. The full impact 

of these four levers of control is realised when they are used together. 

Significantly, Simon (2000) suggests that the influence of these levers is in how 

they act to complement one another. 

A review of empirical studies applying the LoC framework has revealed 

that it has been used in addressing diverse research questions in many research 

settings (Martyn et al., 2016). The LoC's gradually increasing attention 

advocates its sustained practicality in clarifying how MCS is applied in an 

organisation. Martyn et al. (2016) revealed that the levers have been used to a 

more substantial degree in qualitative and quantitative studies and have 
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enhanced understanding of antecedents and outcomes of MCS uses. The 

framework has been used across various organisations, including the public 

sector and Non-governmental, although Simons' use of the levers was on private 

sector organisations (Spekle et al., 2017). Therefore, the current study adopts 

this framework on MCS's impact on SOEs' performance in Ghana. 

Simon's Levers of Control Framework (LoC) 

Fundamental to Simon's (1995) control frameworks are four vital 

concepts and four levers of control, with each idea relating to one key aspect of 

organisational management. These concepts are about corporate values, 

avoidance of risk, crucial performance variables and strategic uncertainties. 

These concepts are associated with one of four control types collectively 

referred to as the lever of control framework. The four control levers are beliefs, 

boundary, interactive, and diagnostic control systems (Simons,1995,2000). 

Beliefs systems are established core values, purposes and directions of 

an organisation to keep employees dedicated to organisational objectives and 

goals. An organisation's core values are important, primarily in how information 

is conveyed and interpreted and to encourage assurance and the pursuit of new 

business opportunities. As such, designated belief systems are the precise set of 

core organisational characterisations that management shares formally. Its 

highlight is to provide direction, purpose deliberately, and essential organisation 

values (Simon, 1995). Thus, the depiction of beliefs systems comprises formal 

means of creating an organisational culture and management to uphold or 

modify the pattern of corporate actions (Simons 1995). 

Fundamental to beliefs systems is to enthuse employees to pursue 

opportunities and solutions (Martyn et al., 2016; Simons, 1995). As a result, 
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these systems establish a steady setting for employees, an essential role to 

challenge organisational standards, assumptions and goals through norms and 

ideals (Simons, 1995). Conversely, as Spekle et al. (2017) point out, employees 

must be limited to stop them from engaging in high-risk behaviours. A boundary 

system primarily accomplishes this function. 

Boundary systems restrain employees' risk behaviour and inhibit 

employees from wasting organisational resources by setting limits and 

procedures to follow. They introduce what is perceived as the rules of the game. 

They are used to establish acceptable limits for action and highlight dangers 

employees must avoid, thereby reducing organisational overall strategic risk 

(Spekle et al., 2017; Frow, Marginson & Odgen 2010).  Although boundary 

systems seek to minimise risks, they do not necessarily prevent subordinates 

from looking for alternate solutions and new opportunities (Mundy, 2010). 

Frequently, organisations communicate boundaries through codes of business 

conduct. As a result, any MCS designed to limit behaviour can be used by 

management as a boundary control (Spekle et al., 2017; Mundy, 2010). For 

example, the beliefs system encourages, while the boundary system constrains 

employee behaviour (Spekle et al., 2017; Widener, 2007; Simon, 1995). These 

two systems work in non-cybernetic control form since management does not 

embrace rewards or other mechanical feedback mechanisms other than 

reprimand if a code of conduct abuse is noticed. 

Simons (1995) description of diagnostic control systems is carefully 

connected to the cybernetic control or traditional view of MCS. Diagnostic 

controls generally play the role of monitoring, evaluating, and comparing actual 

performance with pre-set objectives to ascertain deviations and necessary 
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corrective actions (Simons, 1995; Chong & Mahama, 2013). As a result, 

diagnostic control is perceived to constrain employees' behaviour, help spot 

hitches for corrections, thus motivating employees to achieve organisational 

intents. Crucial to diagnostic control systems is the identification of critical 

success factors and communicating these factors to employees. Performance 

targets are set for each critical performance area, with actual performance 

monitored and compared against pre-established targets. Deviations from the 

target are either sanctioned by rewards or punishment. 

A crucial role of diagnostic control systems is to align employee 

behaviour with organisational goals. Adopting the diagnostic control systems to 

monitor processes could highlight difficulties and motivate managers to devise 

means of achieving the organisational goals (Mundy, 2010). Diagnostics control 

systems could limit creativity and opportunity-seeking behaviour to ensure pre-

set objectives (Chong & Mahama, 2013). When objectives are explicitly defined 

and communicated to employees, they can reduce uncertainties and focus on the 

stated purposes (Bedford, 2015). 

Interactive control systems constitute the fourth concept. They are used 

to emphasise attention on strategic organisational uncertainties and to stimulate 

employees to seek new opportunities. Senior managers use this control to join 

in employees' decision activities; this is achieved through rigorous face-to-face 

discussions among senior managers and employees. Such meetings provide 

opportunities for employees to challenge and debate fundamental business 

assumptions underlying current activities and operations. Interactive control 

systems create a rich information environment that enables double-loop 

learning and new ideas and strategies essential for strategy renewal (Chong & 
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Mahama, 2013).  Simons (2000) contends that any formal management control 

may be used interactively, such as a budget. The point is that managers can only 

choose a single MCS tool as an interactive control system because of the limited 

time available to management. 

Simons emphasises that instead of being used separately, the levers' 

strength lies in the fact that they can collaborate jointly and in a complementary 

way to generate desired effects (Bedford, 2015, Henry 2006). Thus, they 

develop positive and negative energies that stimulate dynamism among strategy 

renewal and innovation and, second, anticipated goal achievement (Kruis, 

Speklé & Widener, 2016). Beliefs systems and interactive control generate the 

needed positive force to inspire and encourage innovation. In comparison, the 

boundary and diagnostic control generate opposing forces to constrain action 

and limit choices to those who achieve predetermined organisational goals. 

Following this and drawing from conflict management literature, tension might 

be constructive for organisations and does not necessarily negatively affect 

performance (Simon, 1995). While tensions are generally viewed as disorderly, 

it is also contended that tension can also be productive to individual and 

organisational performance (Nicotera, 1995). For instance, the lack of pressure 

might minimise employee creativity, quality of management decisions, product 

development, and communication necessary for organisational performance 

(Henri, 2006). 

Supporting Simons' (1995) argument that the four control levers are used 

together to enhance organisational strategy, Speklé et al. (2017) contend that the 

system comprising all four controls concepts is positively connected to 

creativity. Furthermore, Mundy (2010) asserts that all the levers have a pivotal 

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



44 

 

role to play as the merger of these opposing forces enriches creativity. Thus, 

these findings are steady with Simons' (1995) assertion concerning the co-

existence of control and creativity and the prospect of simultaneously pursuing 

exploitation and exploration. 

Several studies have drawn on the framework to study organisational 

innovation (Frezatti, Cruz & Machado, 2017; Bedford, 2015; Sakka, Barki & 

Cote, 2013; Bisbe & Malaguno,2009, Bisbe & Otley,2004)); teamwork (Chong 

& Mahama, 2013); motivation (Hofmann et al., 2012; Shen & Perera (2012), 

leadership and performance and adverse external crises (Janke, Mahlendorf & 

Weber, 2014). Others have studied the connection between the flexibility in 

culture and the levers of the control system (Heinicke, Guenther & Widener, 

2014). The LoC framework deals with the uses of MCS and precisely the 

dissemination of management attention through these diverse uses. As a result, 

the framework is most suitable for addressing the current study that involves 

MCS and SOEs' performance in Ghana. 

Despite the growing call for researchers to examine all four levers of 

control together, most prior studies have drawn primarily on the interactive and 

diagnostic uses to exclude beliefs and boundary systems. Few studies have 

examined all four levers together in their research, exploring whether they are 

used as complements, substitutes or supplements (Spekle et al., 2017; Martyn 

et al., 2016; Mundy, 2010; Widener, 2007). Therefore, the current study strives 

to contribute to the present literature by applying the entire framework to test 

its impact on Ghana's SOE performance. It is crucial studying the complete 

levers because of their interrelationship in creating dynamic tension for better 

results (Spekle et al., 2017; Henri, 2006; Simons, 1995). Thus, studying part of 
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the levers may overlook the associations among the four diverse levels and may 

result in an inadequate, inappropriate understanding of the impacts of the levers 

of control (Spekle et al., 2017; Henri, 2006). Furthermore, prior research 

submits that the effects of MCS may flow through intermediate variables (Rabee 

& Rapiah, 2016). For this reason, the current study examines whether the impact 

of MCS use on performance is mediated by knowledge management processes 

and employees' psychological empowerment. 

Knowledge Management Processes 

An organisation's success is influenced by leveraging knowledge and 

knowledge resources (Dayan, 2017). As a result, organisations invest in various 

knowledge products to gain a sustainable competitive advantage. In essence, the 

practical application of knowledge and its management can lead an organisation 

to a competitive advantage (Weisberg, 2010).  

Studies of knowledge management involve two main thoughts: 

knowledge being static or dynamic. In the static view, knowledge is 

conceptualised as an asset. The dynamic perspective conceptualises knowledge 

as a process. When knowledge is seen as an asset, it implies that it can be 

recognised, visualised, measured and recorded in the financial statement. An 

example of this type of knowledge is a patent (Roberts, 2007). However, when 

knowledge is observed as a process, knowing knowledge is subjective and 

challenging to manage. As a result, knowledge, as a process, focuses on 

creating, sharing, and distributing knowledge (Alvesson & Karreman, 2001). 

Tanriverdi (2005) observed that the knowledge process is the organisation's 

capabilities in exploiting knowledge investment to produce cherished 

knowledge through a sequence of managerial practices. 
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Thus, both knowledge investment and process capabilities are valuable 

assets for a firm to fulfil its competitive strategies. These thoughts and practices 

can be described as knowledge management in an organisational setting (Dayan, 

2017). Specifically, knowledge management can be regarded as recognising and 

capitalizing on the shared knowledge in an organisation to support organisations 

to compete favourably. Chawla and Joshi (2010) explain knowledge 

management as identifying and analysing existing and required knowledge to 

achieve organisational objectives.  

Shannak (2010) viewed knowledge management as taking information 

from individuals' and practices of an organisation easily obtainable from 

databases, policies and procedures or even in people's intellect and making it 

accessible to wherever it can benefit. Similarly, Lee, Kim and Kim (2012) 

conceptualise knowledge management as practices associated with acquiring, 

transferring, and sharing knowledge with all the organisation's members. 

Arguably, knowledge management processes encompass all activities required 

to create, deal with, and promote the organisation's knowledge assets and their 

role in organisations' sustenance and operations (Wiig, 1995). Thus, knowledge 

management guarantees that knowledge is used well. Through good knowledge 

management, an organisation can support a collaborative effort between 

employees to create, capture, share, and leverage shared knowledge to enhance 

performance and productivity. However, the amount to which organisation 

embraces their knowledge management will result in unpredictable knowledge 

sharing and application. 

Prior research argues that organisations that embrace knowledge 

management practices and knowledge management orientation are more 

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



47 

 

innovative and achieve higher performance than those acknowledged as market-

oriented (Darroch, 2001). Nonaka and Takeuchi (1995) view that knowledge 

often comprises new ideas and creativity; thus, effective knowledge 

management is generally referred to as a precursor of innovation. Effective 

knowledge management is an enabler in its own right and critical to the firm's 

long-run existence. Existing literature suggests that while knowledge is a 

resource in its own right, managing and using it will directly impact 

organisational performance quality. 

For Nonaka and Takeuchi (1995), knowledge management can be 

conceptualised as a process of organisational learning through an interaction 

between implicit and explicit knowledge. The view is that explicit knowledge 

primarily denotes the structure of knowledge expressed in images, text, and 

symbols imparted orally and learned through references, materials and books. 

Thus, explicit knowledge is not costly because it can be shared through 

information systems conveniently. Furthermore, sharing explicit knowledge 

benefits both the sharer and receiver as it will expand their current knowledge 

base. Organisations can, therefore, manage knowledge only by shaping the way 

employees use, create and share knowledge (Chawla & Joshi,2010). The impact 

will result in circulating creative ideas and organisational learning and 

improving its performance in the long run (Weisberg, 2010). Thus, when 

explicit knowledge management processes are well managed, it will enhance 

organisational creativity, leading to more exceptional organisational 

performance. 

Tacit knowledge, on the other hand, is inherent in the minds of the 

employees.  It encompasses conversational skills, know-how, and intuition and 
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maybe consequent from experience. The cognitive element of tacit knowledge 

includes ideals, values, beliefs, and emotional models. Unlike explicit 

knowledge, tacit knowledge may be difficult to express by words and symbols. 

Organisations exploit the features embedded in tacit knowledge to generate 

higher productivity, increase value, improve competitiveness, and enhance and 

encourage tacit knowledge exchange.  

Dayan (2017) suggests that organisations with reliable control of their 

knowledge and which incorporate such knowledge into their organisational 

activities stand a greater chance to achieve higher performance. Knowledge 

management serves by way of a harmonising tool that alters resources to 

capabilities to enable organisations to realise enhanced performance (Girard & 

Girard, 2015). 

Extant literature also reveals that while knowledge is an asset in its own 

right, its management and use will directly impact organisational performance 

quality. The potential effects of proper knowledge management may include 

greater use of information, improved financial performance and innovation and 

improved organisational learning (Buckley & Carter, 2000; Carneiro, 2000; 

Antonelli, 1999; Wiig, 1997; Teece, 1993). 

Elden (2017) identifies knowledge management as a driver of corporate 

dynamic capability while describing knowledge as an asset crucial to 

organisational operational and financial performance. The connection between 

performance and knowledge management is the skill to use knowledge 

capability to deploy resources successfully. The point is that knowledge-based 

competencies and skills are among the essential elements of sustainable 

competitive benefit as it is usually hard to replicate. Thus, acceptable knowledge 
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management practices have necessary consequences for attaining more 

incredible organisational performance (Pillania & Rajesh, 2008). Furthermore, 

these routine knowledge management practices might positively affect 

delivering a well-organized plan through an engaged employee, occasioning 

excellent customer satisfaction, profitability, and enhanced organisational 

performance. 

Importantly, knowledge management is linked to innovation. It is about 

generating new ideas and the exploitation of organisational resources for more 

significant innovation.  Thus, knowledge management offers a plan for 

managers to nurture their organisational competency to transform. (Leal-

Rodríguez et al.,2013). For example, Darroch (2005) asserts that effective 

knowledge management acts as an organising tool to improve novelty and 

organisational performance. Gathering and managing knowledge sharing and 

its reuse and retrieval play an essential role in bringing about improvement. This 

is crucial because improvement in innovation entails generating, recognising, 

and applying innovative ideas, among others. 

Abuaddous, Sukkar and Aboalodous (2018) suggest that rapidly 

capturing and implementing new knowledge to employees and units can foster 

innovation and learning compared to those with no focus on knowledge 

management. Thus, the association between knowledge and organisational 

learning and the ensuing effect on performance is acknowledged. 

Easterby-Smith and Lyles (2003) point out that learning generally 

focuses on the process and content of an organisation's knowledge it generates, 

processes, and uses. The point here is that the main aim of knowledge 

management is to enhance organisational members' learning for improved 
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performance by inspiring the generation, dissemination, and application of 

knowledge. Thus, knowledge management and activities are embedded in 

organisational knowledge processes to improve their practices and behaviours 

continuously. Organisational learning is one process through which the 

organisation can sustain greater knowledge for better innovation and 

performance. These processes are carefully linked to the concept of continuous 

enhancement through which an organisation endlessly recognises, implements 

and institutionalises enhancements. These enhancements are entrenched in the 

organisation beliefs through routines that may be written procedures, policies, 

and rules for dealing with frequently occurring circumstances or uncertainties. 

The literature that examined the influence of knowledge management 

and organisational performance revealed that knowledge management practices 

positively influence organisational performance (Abuaddous, Sukkar & 

Aboalodous, 2018). Torabi and Elden (2017) investigated knowledge 

management's impact on an Iranian bank's organisational productivity. They 

established that the employees' intention to share knowledge (notably, the 

sharing of tacit knowledge) directly influences performance. The result shows 

that productivity would improve because of knowledge sharing, but employees' 

innovative contributions will be increased due to exposure to other knowledge, 

expertise, and experiences.  

These findings in the literature on knowledge management confirms its 

importance to organisational success and organisational competitiveness. 

Indeed, organisations that embrace knowledge management practices and 

knowledge management orientation are likely to be more innovative and 

achieve higher performance (Liao& Chuang, 2006; Darroch, 2001). Therefore, 
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the above literature suggests that organisations can create a competitive 

advantage through innovation through proper knowledge management and 

sharing. 

Although some prior research submits that knowledge management 

impacts a range of issues like organisational performance (Vhuramai, 2013), 

other studies also reveal that MCS has implications on knowledge management. 

Thus, the design and use of MCS affect corporate knowledge generation and 

distribution within an organisation, especially when the user is perceived as 

enabling and facilitating (Simon, 1995). As a result, the study seeks to add to 

the literature by looking at the influence of MCS on organisational knowledge 

management processes and whether it mediates the relationships between MCS 

uses and the performance of SOEs in Ghana. 

Psychological Empowerment  

Psychological empowerment is a multi-dimensional concept that reveals 

an employee's psychological assessment of the organisational environment 

(Spreitzer, 1995). It symbolises autonomous motivation for supporting 

employees' independence. It is also described as an established psychological 

condition of individuals necessary to feel a sense of control about their task role. 

Hence, psychological empowerment comprises an individual's beliefs about the 

meaningfulness of their work, their capability to perform their tasks 

successfully, their sense of independence and their abilities to influence work 

outcomes (Thomas & Velthouse, 1990). Instead of directing management 

practices that share control with employees at all ranks, the psychological 

perception is concerned with how employees experience and feel about their 

work (Sreenivas, 2014).  
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Expressly, psychological empowerment is assumed as an individual's 

intrinsic motivation in his work setting and reveals itself under four cognitions, 

namely: meaning, competence, self-determination, and impact (Spreitzer, 

1995). Meaning refers to the subjective measurement of one's job's importance. 

Competence is described as a sense of usefulness to execute a job with skill. 

Self-determination denotes a sense of control, independence and autonomy of 

choice in commencing an action. Finally, impact relates to one's capability to 

influence specific outcomes in the work environment. These cognitions reflect 

an employee's active involvement at work, which, in turn, shape their work role 

and context. 

Spritzer (1995) suggests that this construct's overall rationality will be 

reduced if any component is not acknowledged. Thus, employees become more 

resilient, innovative and resourceful in their work and dedicated to the 

organisation when psychologically empowered (Kuo, Yin, & Li, 2008). 

Employees, who trust that they are empowered psychologically, are resolute to 

their job and contribute valued ideas than those who are not (Seibert, Wang & 

Courtright, 2011).  The employees are also anticipated to display positive 

attitudes and purpose toward the organisation. They will be more effective and 

efficient in using resources to enhance customer satisfaction and performance 

(Sreenivas, 2014). Moreover, psychologically empowered employees see 

themselves as more knowledgeable, experienced, and positively impacting their 

jobs and work situations. They are likely to proactively perform their 

responsibilities in ways that result in quality performance (Sreenivas, 2014). 

Psychological empowerment encourages and allows employees to take 

personal charge for any progress in their performance of a given task while 

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



53 

 

contributing to its overall objective. Seibert, Wang and Courtright (2011) point 

out that psychological empowerment is connected directly to a wide variety of 

employee outcomes, including job satisfaction, organisational obligations, task 

and related performance, and adversely linked with employee anxiety and 

turnover. The point is that empowered employees are engaged employees who 

believe in corporate strategy and values and are inclined to exert significant 

strength on behalf of the organisation (Sreenivas, 2014). 

Nawrin (2016) examined the impact of psychological empowerment on 

employees' work and organisation engagement and pointed out that work 

engagement is influenced by psychological empowerment. In a similar study of 

the effects of psychological empowerment on perceived organisational 

commitment, Jomah (2017) pointed out that psychological empowerment and 

the five dimensions of organisational commitment were positively associated. 

Organisation commitment relied more on the level of independence specified to 

the employee in decision making at the workplace. 

While some existing research suggests that psychological empowerment 

has effects, other research also reveals that MCS impacts psychological 

empowerment. This is because the design and use of MCS affect employees' 

behaviour within an organisation, especially when the system is perceived as 

facilitating their responsibilities (Radtke & Widener, 2017). As a result, the 

current study seeks to add to the literature by looking at the influence of MCS 

on employee psychological empowerment and whether psychological 

empowerment mediates the relationships between MCS uses and the 

performance of SOEs in Ghana. 
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Chapter Summary 

This chapter has presented a literature review on the primary constructs 

examined in this thesis. It distinguished SOEs from the expenditure sub-sector 

of the public sector and highlighted the need to assess SOE performance similar 

to those of private enterprises. The review also underlined the crucial role of 

MCS in the effective performance management of SOE. It further reveals that 

prior literature suggests that other variables may mediate the impact of MCS on 

performance. Based on a further review of the extant literature, two of such 

mediating variables (knowledge management processes and employees' 

psychological empowerment) have been canvassed in this chapter. The next 

chapter focuses on the theoretical framing of the study and hypotheses 

development. 

  

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



55 

 

CHAPTER THREE 

THEORETICAL FRAMEWORK 

Introduction 

This chapter discusses the method used to develop the theoretical 

framework and the hypotheses of the study. The theoretical framework is the 

structure or direction for research grounded on an existing theory in a field of 

inquiry and mirrors the study hypotheses. It is constructed by relying on an 

established, coherent explanation of certain phenomena and relationships. Thus, 

it serves as the underpinning upon which research is built (Grant & Osanloo, 

2014).  The current study adopts the dynamic capabilities theory (DCT) to 

explain the relationships among management control systems (MCS), employee 

psychological empowerment, knowledge management and organisational 

performance. 

Dynamic Capabilities Theory 

The dynamic capability concept is derived from an organisation's 

resource-based view, which contends that a corporate resource and 

heterogeneity allow and improves competitive gains (Teece, Pisano, & Shuen 

1997). Teece (2014) refers broadly to dynamic capability as an organisation's 

ability to build, integrate, and transform an organisation's internal and external 

resources to address evolving business challenges to uphold its competitiveness. 

The reconfiguration refers to cross-functional routines, such as internal process 

collaboration, knowledge creation process, acquisition process and co-operation 

(Eisenhardt & Martin, 2000). The point here is that resources are tied to 

organisations, and sustainable competitive advantage sources are specific. 

These resources are valuable, rare, and cannot easily be duplicated (Barney, 
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1991). The principle is that organisations must identify, develop, protect, and 

use these resources and capabilities to ensure a viable competitive advantage. 

Although the concept of dynamic capabilities has been extended in scope, a 

specific, concise and broad definition of this concept has not been agreed on. 

For instance, a dynamic capability is described as creating, storing, 

absorbing, and applying knowledge. Helfat et al. (2007) refer to dynamic 

capabilities as using an organisation's skills to produce and enhance its resource 

base purposefully. Protogerou, Caloghirou and Lioukas (2012) explained that 

dynamic capabilities principally transform and reconfigure operational 

capabilities. Gonzalez & Melo (2017) explain dynamic capabilities act as 

changing and reconfiguring operational capabilities, unlike using operational 

capabilities, which looks at resources to produce specific results using pre-

established routines. Thus, dynamic capabilities are generated and integrated 

into corporate practices and not merely acquired from the marketplace. Teece et 

al. (2016) explain that organisational functionalities permit its presence in the 

marketplaces and constitute strong operational capability. Distinctively, 

dynamic capabilities will enable an organisation to appreciate its environment, 

valuable resources and suitably respond to market changes.  

The dynamic capabilities literature revolves around identifying and 

analysing their component factors and the primary fundamental drivers that 

enable them to generate the needed benefits. Teece (2007) suggested classifying 

dynamic capabilities into three main groups: sensing, seizing, and transforming. 

The classification is consistent with Denford (2013) description of dynamic 

capability from three constructs: knowledge sensing, knowledge seizing and 

reconfiguring. These groupings attempt to address how opportunities are 
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recognised and generated, how resources are readjusted, organised and assigned 

to enable adaptation and novelty and how resources are reformed, extended, 

improved, secure, shaped and assembled. These practices need to be repetitive 

to generate lasting value for organisations. 

Although other categorisations of dynamic capabilities exist, Teece’s 

(2007) grouping offers a suitable balance than the different groupings. For 

instance, Helfat et al. (2007) classifications of dynamic capabilities function 

into deployment function, and the exploration and creation function is quite 

similar to Teece groupings of seizing and transforming. Similarly, Protogerou et 

al. (2012) advance the notion of a strategic competitive response capability 

incorporating Teece's sensing and seizing processes.  Sensing here is described 

by Teece (2007) as the identification or creation of new market opportunities 

and not restricted to the broad ability to scan the environment. Limiting the 

scope of sensing may improve an organisation's ability to assess, evaluate and 

pass judgement on market data that make sensing challenging to emulate 

(Teece, 2014).  Teece (2014) refers to seizing as essentially the deployment and 

integration of relevant resources to add value from opportunities in a creative 

way. Here, the significance of integrating organisational routines and position 

to a given set of resources to achieve set objectives, say expansion and 

launching of new product lines, is paramount.  

Finally, the capacity to sense and seize opportunities and manage threats 

is contingent on an organisation's ability to reconfigure or transform its resource 

base. Transformation of resource base will alter an existing resource and new 

resource creation to preserve a firm resource alignment with its stakeholders in 

the competitive business environment (Teece, 2014; Dixon, Meyer & Day, 
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2010). To achieve this, it may require a broad range of tools—notably, top 

management roles in managing change, learning and unlearning to facilitate 

divergent views.  

Although there are other approaches to dealing with strategic 

organisational capabilities, the most researched is organisational 

innovativeness, market orientation, organisational knowledge and learning 

(Henri, 2010). The current study will concentrate on the capabilities of 

organisational MCS, knowledge management and psychological empowerment. 

The study contends that the use of MCS (Simon, 2000; Henri, 2006; Widener, 

2007), knowledge management and (Eisenhardt and Martin, 2000), and 

psychological empowerment (Helfat & Peteraf, 2015) may be crucial in creating 

competitive advantages in organisations.  

Management Control Systems as Dynamic Capability 

Dynamic capability helps explain why some organisations survive 

competition over time and describe their ability to create and sustain 

competitive advantage (Teece, 2014; Teece et al., 1997). As a result, the concept 

of dynamic capabilities and their bearing on organisational performance has 

found considerable space in extant literature. Thus, dynamic capabilities are the 

higher-order capabilities that direct the amount of change in competencies, such 

as operational capabilities, which help organisations to survive. The study 

established a framework to explain how management control systems influence 

organisational behaviours that are necessary for dynamic capabilities.  

The current study argues that management control systems inhabit 

dynamic capabilities. As Simons (1994) argues, MCS are routines that influence 

behaviour and processes in organisations. As routines, a management control 
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system enables organisations to sense opportunities by providing information 

derived from scanning the organisational environment and identifying strategic 

uncertainties that impact the organisation's operations. In this regard, MCS 

provide guidance and understanding about an organisation’s state and gives a 

sense of its potential opportunities to tap from for competitive advantage. These 

efforts combine to provide information that directs and sensitises employees to 

critical opportunities for competitive success (Teece, 2014; Henri, 2006; Teece 

et al., 1997; Simon,1995). 

Management control systems also facilitate the seizing of opportunities 

as it plays significant roles in identifying, integrating and deploying valuable 

organisational resources in impactful ways. This is achieved through MCS 

capacity to facilitate and direct decisions as well as its resource allocation role. 

It promotes the search for and sharing knowledge, experimentation, and 

learning (double and single loop) in ways that generate new ideas about how to 

integrate and deploy resources in impactful ways.  

As a critical organisational routine, MCS also foster the transformation 

and the reconfiguration of the organisational process that allow opportunities to 

be exploited. This is achieved partly through MCS to set goals and influence the 

alignment of actions and decisions. But, more so, transformation inevitably 

involves change, and MCS facilitates routines that are essential for change 

management, including supporting the processes of exploring, exploiting, and 

refining existing organisational competencies for long-term competitive 

advantage (Simon, 2000).  

In summary, MCS promotes core values that galvanise employees to 

explore and generate opportunities. The feedback and forward-looking routines 
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and the learning and adaptive processes they inhabit encourage searching for 

potential competitive threats and opportunities, seizing the opportunities while 

minimising the threats and transforming organisational processes to exploit 

these opportunities. It is mainly in this sense that this study conceptualised MCS 

as a dynamic capability. 

Hypotheses Development 

The conceptual model developed in Figure 1. illustrates the link between 

MCS uses, knowledge management, psychological empowerment, and 

organisational performance. As explained earlier, the uses of MCS comprise 

four control systems- beliefs, boundary, diagnostic and interactive systems. 

Beliefs and interactive control systems promote exploration and innovation and 

significantly transform existing competencies or create entirely new ones. They 

create positive forces that inspire employees to commit to organisations' core 

values and direction (Henri, 2006; Simon, 2000, 1995). On the other hand, 

diagnostic and boundary systems create what Simon (1995) described as 

opposing forces that constrain employees' actions, monitor the outcomes of 

employee's behaviour, set standards to monitor employee's performance, reward 

goal achievement and punish nonperformers. It sets road maps and targets for 

employees with its associated rewards and punishment—these targets set in 

motion monitory of employee performance.  

The organisational performance process requires a well-motivated and 

empowered employee (Liao, Chang & Wu 2010) and knowledgeable employee. 

Therefore, knowledge management processes and psychologically empowered 

employees are two key factors that can mediate the effects of MCS and 

organisational performance. Consequently, the current study proposes that the 
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belief, interactive, boundary and diagnostic control systems will enhance 

organisational knowledge management processes and psychologically empower 

employees and subsequently improve organisational performance, as illustrated 

in Figure 1. 

 
Figure 1: Conceptual Model: Management Control Systems and Organisational 

Performance 

Source: Author’s Construct, (2020) 

 

As depicted in Figure 1, the concept of MCS is essential for enabling 

dynamic capability for organisational performance, from which individual 

hypotheses are proposed and discussed below. 

Management control systems and organisational performance 

Performance is contextually a dependent concept and can be linked to 

several dynamics such as organisational profitability, market competitiveness, 

and production efficiencies, and these indicators might be complementary and, 

in some cases, may even be conflicting (Lebas & Euske (2007). However, based 

on prior literature, there is a sound basis to link MCS and different 
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organisational performance such as an increase in sale revenue, profits, return 

on investment, growth in market and customer share and increase in employee 

production (Bedford, 2015; Adler & Chen, 2011; Akroyd, & Maguire, 2011; 

Bisbe, & Otley, 2004; Davila, 2000; Henri & Journeau, 2008, Widener, 2007). 

Thus, MCS safeguards organisations against undesirable behaviour and 

encourages desirable actions to promote goal congruence between the 

employees and the organisation. 

For instance, beliefs systems are a bundle of organisational meanings 

that management uses to formally provide fundamental purpose, values and 

direction for the organisations (Simon, 1995). Thus, beliefs systems strengthen 

shared corporate values that present reasonably steady guards and processes to 

align employee judgment with the organisation's strategic intent. These beliefs 

systems typically take the form of organisational mission and vision statement, 

statement of purpose and credos; the intention is to encourage employees to 

adopt the values and goals embraced by management.  Thus, beliefs systems are 

essential organisational routines that act as an antecedent to organisational 

capabilities and are likely to influence organisational performance. The point is 

that beliefs systems provide the basis of employee understanding, enabling the 

distribution of information between employees with different capabilities to 

enhance sensing of opportunities, generation and transformation of routines 

without advocating the specific nature of the actions (Bedford, 2015). The 

emergent strategy here is that beliefs systems promote, enable, and facilitate 

exploration and exploitation of opportunities to significantly transform existing 

competencies and generate entirely new ones (Bedford, 2015; Mundy, 2010). 

The internalisation of these core values and purpose may directly impact 
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employee motivation and strategic intent through their creative efforts toward 

higher organisational performance (Adler & Chen, 2011), and therefore, the 

study proposed that; 

H1a: Beliefs Systems are significant and positively associated with the 

performance of SOEs. 

Risk limits the extent to which organisations succeed at a performance. 

A boundary system is useful in setting limits to risk-taking to ensure that 

predetermined goals are achieved. The boundary systems are formal channels 

used by organisations to define the tolerable domain of organisational activity 

(Simon, 1995). Thus, it is a statement of what the organisation will not do to 

pursue opportunities that the company will never engage in. Although this 

minimises the available latitude of employees, it does not certainly mean a 

decline in motivation (Adler & Chen, 2010).  Instead, the boundary systems 

support employees' focus on areas considered essential to current operations' 

performance (Spekle et al., 2017; Bedford, 2015; Simon, 1995). By this, 

employees pay significant attention to looking for opportunities and 

transforming them to support strategic renewal likely to impact performance. 

The study is therefore proposing that, 

H1b: Boundary systems are significant and  positively associated with the 

performance of SOEs. 

Organisational performance requires that resources are used efficiently, 

and that predetermined goals are achieved. The diagnostic use of budget, for 

example, is set to achieve organisational efficiency. The point is that diagnostic 

use of budget helps set and monitor goals set, provide feedback on goals set, 

and reward goal-directed behaviour (Chong & Mahama, 2013). Besides, the 
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diagnostic use of budget influences the organisation to appraise and follow up 

on new strategies embodied in traditional feedback control by monitoring and 

gratifying the achievement of pre-established performance standards (Henri, 

2006; Simons, 1995). The monitory part of diagnostic use of budget epitomizes 

a mechanism of communication between employees and management to share 

critical organisational issues likely to impact pre-set performance. The 

discussions generated by this process lead to curative action by way of learning, 

similar to Graton et al. (2010), who argued that diagnostic control use enables 

exploitation of organisational existing capabilities to improve performance. 

Besides, when the budget is used as a diagnostic control, it can positively 

impact the development of capabilities by laying the grounds for conversation 

to aid better decisions such that information communicated will be understood 

the same way by all employees. Therefore, the diagnostic control support 

employees in a systematic administrative arrangement premised on assumptions 

of tighter control and structured communication channels (Chong & Mahama, 

2013; Spekle et al., 2017) consistent with the demands for efficiency and 

effectiveness. Also, by making organisational intentions and improvement clear, 

diagnostic control systems support collective assurance and harmonized action 

toward desired outcomes that may enhance organisational performance (Adler 

& Chen, 2011). 

More so, by setting goals clearly, diagnostic control systems reduce the 

search field to increase the effectiveness in finding solutions to job-related 

problems (Spekles et al., 2017). Consistent with dynamic organisational 

capabilities, diagnostic control emboldens single-loop learning through 

increased wisdom, relatively more than the scope of knowledge necessary to 
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exploit prevailing competencies for higher organisational performance (Chong 

and Mahama, 2013). Diagnostic use of budget is aligned with extrinsic reward 

structures, motivating employees required for creativity and higher performance 

(Chenhall & Moers, 2015). As a result, the study proposes that; 

H1c: Diagnostic use of budget is significant and positively associated with the 

performance of SOEs. 

Effective performance in a highly competitive environment requires 

continuous strategic renewal. This requires searching for new and creative ideas 

for which interactive control systems can facilitate. Interactive control systems 

focus on strategic uncertainties, identifying opportunities they present and 

capitalising on that by generating new ideas to take advantage of the opportunity 

(sensing and seizing). The interactive use of budget also involves a dialogue 

process where information and knowledge sharing occurs, leading to learning 

and creating innovative ideas (Bedford, 2015). Interactive use of budget 

establishes a platform for employees to question the assumptions underlying 

current processes and activities, leading to organisational strategic change and 

renewal (Chong and Mahama, 2013; Mundy, 2010). The information shared 

may sensitise members to the strategic risk confronting the organisation and the 

opportunities therein. These enable employees to reconsider ways of seizing 

such opportunities and transforming organisational routines to take advantage 

of the opportunities presented (Simon, 2000). By taking advantage of such 

opportunities will likely enhance organisational performance.  

Besides, the attended challenge and ensuing interactive use of budget, 

for example, lead to questions about assumptions underlying existing routines 

that may facilitate the transformation of those routines. Such transformation 
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may likely improve an organisation’s existing capabilities crucial for 

performance. The opportunity provided through participation stimulates 

employee motivation and commitment, enhancing their job satisfaction and 

performance (Spekle et al., 2017). Participation, in this case, boosts a 

subordinate's confidence, sense of authority, and ego with involvement with the 

organisation, leading to more reception of and obligation to, in turn, trigger 

improved performance (Bedford, 2015). Based on the above analysis, the 

following hypothesis is proposed: 

H1d: Interactive use of budget is significant and positively associated with 

SOEs Performance 

Management control systems and knowledge management 

Knowledge management requires the search for and identifying 

knowledge valuable to an organisation. It does require a dynamic capability that 

enables the sensing of expertise. Organisational beliefs systems can facilitate 

the sensing of knowledge. It inspires employees to pursue opportunities and 

communicate their core values, allowing employees to determine whether 

particular knowledge they have identified is valuable (Mundy, 2010). 

Consistent with knowledge management practices, the beliefs systems provide 

crucial support in knowledge identity through organisational core values, the 

relationship between employee and knowledge of an organisational knowledge 

usage (usage of organisational values to provide identity) and its spread in an 

organisation (Simons, 2013). By these processes, organisational beliefs systems 

greatly enhance employee knowledge acquisition, dissemination, and usage to 

affect knowledge management directly that form the foundation for learning 

(Henri, 2006). 
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Thus, a beliefs system can inspire organisational knowledge and learning 

by exciting employees to pursue, instigate, and search for new ideas and actions 

to energise the organisation to undertake strategic turnaround for competitive 

advantage (Marginson, 2002). Organisational beliefs indicate a common 

perception of organisational members that may affect their behaviours and align 

their vision with the organisation. The study argues that when MCS is 

implemented through the beliefs systems, it will encourage and spawn 

assurance in organisation for employees to transfer their skill on job knowledge 

and reinforce support to other employees; as such, the study proposes that; 

H2a: Beliefs systems are significant and positively associated with knowledge 

management processes. 

Unrestrained search for knowledge may pose a risk to an organisation. 

However, a boundary system can limit the risk associated with unrestricted 

knowledge acquisition as it is anticipated to guide employees' behaviour, which 

will aid organisational learning and knowledge management. The boundary 

system motivates employees to search and explore new knowledge within 

predefined spaces since employees have no option other than to work within an 

exact code of conduct (Simons, 2000). Through these processes, employees are 

constrained in their behaviour and search for new opportunities compelling 

them to focus on a structured laid down knowledge processes assignment; thus, 

the repetition of the same work enhances their knowledge in executing the jobs.  

By these structures, organisations are assured of a well-managed process in 

acquiring, sharing and maintaining knowledge information by employees for 

future use and purposes of efficiency and effectiveness (Spekle et al., 2017; 

Zhao et al., 2013). 
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Thus, the study posits that a well-managed organisational boundary 

system is most likely to impact an organisation's knowledge management 

processes and that hypothesis 2b is proposed; 

H2b: Boundary systems are significant and positively associated with 

knowledge management processes. 

Learning is essential to effective knowledge management and crucial 

that an organisation can continuously improve its conception and utilisation 

(Zhao et al., 2013). The studied view is that the feedback mechanisms within 

diagnostic use of budget, for instance, provide learning opportunities. The 

diagnostic use motivates employees to identify opportunities and threats 

through conformance to pre-set standards. Through this process, guidelines are 

followed through continuous monitoring of actual performance against 

standards for better results (Mundy, 2015). For instance, in using budget 

diagnostically, essential information is processed, allowing management to 

focus its strategy on monitoring critical achievement factors to accomplish its 

planned strategy. The diagnostic control is also responsible for communicating 

the organisation agenda and interpreting strategy by emphasising essential 

elements of success central to single-loop learning and crucial to knowledge 

management (Chong & Mahama, 2013; Simons, 2013); thus, the study proposes 

that; 

H2c: Diagnostic use of budget is significant and positively associated with 

knowledge management processes. 

Knowledge management requires that knowledge is effectively shared 

throughout an organisation for a more significant impact. Interactive control 

systems provide such support as it engenders a dialogic process where 
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employees learn from each other (Chong & Mahama, 2013). Thus, top 

management uses interactive use of budget to send information to the entire 

organisation to emphasise attention on strategic uncertainties. Through this 

focus, pressure is put on middle-level management at all organisation ranks and 

stimulate information gathering, face-to-face dialogue and debate crucial to 

knowledge acquisition, sharing, and double-loop learning (Chong & Mahama, 

2013; Batac & Camssus, 2009). The point is that employees responding to the 

perceived organisational opportunities and threats stirs knowledge and learning 

to reinvent new ideas for new strategies to emerge. In this way, interactive use 

of budget paves the way for better discussions and debates among employees to 

question prevailing fundamental business norms and procedures to support 

employee knowledge acquisition and sharing for better decision options.  

By these processes, employees are influenced by new facts, ideas, 

involvements, clarity in mission and vision for better strategic decisions (Simon, 

1995). The highlight is that an interactive control facilitates the information 

process, which leads to better knowledge acquisition, learning and sharing 

(Widener, 2007). Therefore, the study argues that emphasis placed on 

interactive use in budgeting processes generate and facilitate knowledge 

management processes and that; 

H2d: Interactive use of budget is significant and positively associated with 

knowledge management processes. 

Management control systems and psychological empowerment 

Psychological empowerment is a broad concept that echoes a 

motivational psychological state linked to the organisational environment 

(Spreitzer, 1995). Associated with this psychological empowerment are four 
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associated cognitions states, namely; meaning, the significance placed on a job 

purpose; competence, the belief of persons in their capability to perform their 

job effectively; self-determination, the sense of choice and independence in 

their work and impact, the confidence of personal skill to influence the 

outcomes to work (Moulang, 2015).   Thus, the study posits that emphasis 

placed on organisational beliefs systems will enable significance on work 

purpose (meaning), self-determination and competence.  

For instance, organisational beliefs stimulate employees to explore 

opportunities, make decisions, and find options to solve problems consistent 

with the organisation's core values. Beliefs systems offer employees better 

access to facts and opportunities and stimulate competence, as they are 

calculated to upsurge individuals' knowledge about the organisation's core 

values (Spekle et al., 2017). Thus, sharing information generates a sense of 

importance and purpose and reinforces the individual's sense of capability to 

trust that s/he is cherished and respected in the organisation (Moulang, 2015).  

It thus increases the feeling of empowerment across all dimensions, and 

therefore, the study posits that; 

H3a: Beliefs systems are significant and positively associated with employee 

psychological empowerment. 

Associated with employee psychological empowerment are the person's 

beliefs in their capability to perform their job effectively and the individual's 

trust in their ability to impact work outcomes. The study suggests that emphasis 

placed on boundary systems promotes employee competence and impact. 

Crucial to boundary systems is that they enable an organisational setting 

characterised by freedom of choices within stipulated boundaries; thereby, 
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fostering empowerment (Simons 1995). Boundary systems thus create a 

corporate environment that facilitates both the autonomy support and organised 

guidance needed to encourage intrinsic motivation and self-regulated 

behaviours (Spekle et al., 2017) and therefore, it is proposed that; 

H3b: Boundary systems are significant and positively associated with employee 

psychological empowerment. 

Spreitzer (1995) suggests that achieving organisational empowerment 

entails expanding and facilitating information about operational activities and 

standards of performance for all employee categories using different means. 

Thus, access to information is essential to psychological empowerment feelings 

(Quinn & Spreitzer, 1997). The diagnostic use of budget, for instance, is 

suggested to facilitate the processes of setting standard performance for all 

employees' categories and disseminating these standards for performance 

evaluation. Thus, diagnostic control can promote employee psychological 

empowerment since it provides the right direction by monitoring and evaluating 

and corrective action necessary to bring the needed impact. It also provides a 

sense of involvement by encouraging a reduction in errors and sharing 

knowledge, skills across all organisational levels, and feedback on their 

performance (Adler & Borys, 1996).  

The study argues that the diagnostic use of budget systematically 

provides employees with the trust that they have options within a precisely 

defined range, thus giving autonomy support necessary for employee 

motivation, innovation, and psychological empowerment. Essentially, 

diagnostic use of budget can increase autonomy by providing various 

information, such as organisational goals, and measuring performance criteria, 
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which helps employees independently (Mahama & Cheng, 2013). This 

facilitates employee integration with the organisation's activities by inspiring 

them to increase their sense of meaning and to accomplish organisational 

objectives (Ahrens & Chapman, 2004). For these reasons, the study proposes 

that;  

H3c: Diagnostic use of budget is significant and positively associated with 

employee psychological empowerment. 

Connected to psychological empowerment are employee cognition of 

capability, the individual's trust in their ability to perform their job effectively, 

and self-determination (Moulang, 2015). Interactive controls provide a 

framework for employee competence, self-determination and impact. 

Interactive controls manage strategic uncertainties and identify opportunities 

through continuous discussions and debates that question existing underlying 

business assumptions to enable organisational capability and strategies (Chong 

& Mahama, 2013; Simon 1995). Through this process, employees are motivated 

to acquire new knowledge, ideas, experiences, clarity in mission and vision. 

Employees will also be encouraged to take on risks based on the autonomy 

granted and psychologically empowered to make informed decisions. The 

ensuing debates and discussions characterised by an interactive control process 

also provide employees with the needed autonomy, competence, and impact. 

The effect of this is that employees feel cherished, respected. They will be 

motivated to do more since they are exposed to a multiplicity of amusing 

information comprising information about the individual employee and 

organisational performance, responsibilities and expectations (Hartmann & 

Maas, 2011). Thus, interaction and participation in the decision process are 
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positively linked with improved psychological empowerment perception 

(Mundy, 2010). The employee believes that they are essential to the organisation 

and impact (Spreitzer, 1996).  

The view of the study is that interactive control provides a setting where 

employees are allowed access to a diversity of relevant data and are involved in 

decision making within the organisation through the day to day, face-to-face 

dialogue, discussions and debate, which can increase the general perception of 

employee psychological empowerment (Hartmann & Maas, 2011). By these 

processes, employees get to place meaning on their work, acquire the necessary 

competence to perform their job effectively, sense self-determination and 

independence in their work and require impact to influence work outcomes. 

Thus, the study posits that interactive use of budget, for instance, can positively 

influence employees psychologically. Therefore, the study proposes that; 

H3d: Interactive control systems is significant and positively associated with 

employee psychological empowerment. 

Knowledge management and SOEs performance 

Organisations must improve their ability to incorporate internal and 

external knowledge to solve operational efficiencies, innovation, customer 

satisfaction, market share expansion, and profitability to create a competitive 

advantage (Danford, 2013; Zheng et al., 2011). Therefore, organisational 

knowledge management processes serve as a strategic asset for sustainable 

competitive advantage for a remarkable performance (Teece, 2000). 

Organisational knowledge management becomes a strategic asset that links 

knowledge management practices to strategy to enable exploration and 

exploitation opportunities for better understanding. Developing acceptable 
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knowledge management practices encompassing knowledge generation, 

knowledge spreading, and responsiveness to ability reinforces knowledge 

management's organisational knowledge process capability (Darroch, 2003).  

Consequently, organisations with well-organised knowledge 

management practices have a unique capability in knowledge management that 

is believed to be a central element of organisational performance. Thus, 

organisational performance can be enhanced when knowledge is deployed 

successfully across organisational structures with routine knowledge integration 

processes (Grant, 1996). The argument is that strategy works together to provide 

a well-executed strategy through employees' involvement, occasioning 

excellent customer satisfaction, profitability, and outstanding performance. The 

fact is that the organisational system vigorously leverages knowledge 

management practices to create value and enhance organisational learning and 

effectiveness (Gold et al., 2001). Learning has been acknowledged as a trigger 

for better organisational performance (Tippins & Sohi,2003) and one of many 

ways to compete in the long run (Widener, 2007). This is consistent with the 

argument that learning can increase organisational capabilities in decreasing 

errors, rapid responses to change for more significant innovative ideas (Gold et 

al., 2001). Discovering new ways through routines reinforces an organisation 

capacity to sense and seize new opportunities (Teece, 2014) to enable 

performance. 

The current study, therefore, posits that acceptable knowledge 

management practices are vital in achieving organisational performance 

(Pillania & Rajesh, 2008) and that it generates a focus on organisational 

elements to provide a well-executed strategy through an involved staff, 
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occasioning an excellent customer experience, profitability and high 

organisational performance (Vayrynen, 2014; Suzana & Kasim, 2010). It is 

therefore hypothesised that:  

H4: Knowledge management is significant and positively associated with the 

performance of SOEs. 

Psychological empowerment and SOEs performance 

Jenatabadi (2015) described the performance as an established bundle 

of behaviours relevant to an organisation's objectives and efficiency in 

achieving tasks, purposes, mission, and vision. However, attaining an 

organisational job depends on individual employee effectiveness and efficiency 

and are directly linked with employee behaviour and the goals of an 

organisation. Performance is, therefore, an important pointer of how sound 

responsibilities are achieved by employees (Zare, Zarmehr & Ashrafi-

rizi,2015). Thus, the study argues that psychologically empowered employees 

will contribute immensely to organisational performance. The point is that 

psychological empowerment affects employees' output and efficiency at work 

directly and indirectly through job satisfaction, improvement in individuals' 

employee ability to acquire knowledge and skills crucial for progress in 

organisational performance (Siachou & Gkorezis, 2014). Importantly, 

empowered employees sense the feeling of happiness and are less controlled by 

their responsibilities, such that they are more likely to help others and be 

impulsive in their careers. Besides, empowered employees feel more identified 

with their work, enhancing employees' attitudes and behaviours through 

meaning instilled in employees to be dedicated, action-focused, and motivated 

to support the organisation (Spreitzer,1995). 
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Psychological empowerment also can enhance creativity through 

identified motivation, which can mainly be impacted through the meaning 

cognition of psychological empowerment (Spreitzer, 1995; Adler & Chen, 

2011). Therefore, psychological empowerment facilitates commitment to 

organisations' goals, freedom to engage enables creative behaviours, a strong 

feeling of personal control and influence (Bass, 1985), better levels of 

flexibility, innovativeness, ingenuity, and flexibility associated with perceived 

choice in employee's actions (Thomas & Velthouse, 1990). By improved 

psychological empowerment perceptions, conditions are created where 

innovation and creativity flourish to enhance organisational performance. 

Consequently, the following hypothesis is proposed; 

H5: Psychological empowerment is significant and positively associated with 

the performance of SOE. 

The mediating role of knowledge management  

The initial hypotheses (H1a, H1b, H1c, H1d and H2a, H2b, H2c, H2d) 

link MCS's (Beliefs, boundary, diagnostic and interactive control systems) to 

organisational performance and knowledge management, respectively. 

Therefore, the study indirectly suggests that the four levers of control systems 

impact organisational performance through knowledge management practices. 

Thus, the following hypotheses are proposed: 

 H6a: Knowledge management mediates the relationship between and 

beliefs systems and the performance of SOEs. 

 H6b: Knowledge management mediates the relationship between and 

boundary systems and the performance of SOEs.  
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 H6c: Knowledge management mediates the relationship between and 

diagnostic use of budget and performance of SOEs. 

 H6d: Knowledge management mediates the relationship between and 

interactive use of budget and performance of SOEs. 

The Mediating role of psychological empowerment  

While the initial hypotheses (H1a, H1b, H1c, H1d, and H3a H3b, H3c, 

H3d) link MCS uses' relationships (Beliefs, boundary, diagnostic and interactive 

control systems) to organisational performance and employee psychological 

empowerment, respectively. It indirectly suggests that the four levers of control 

systems impact organisational performance through psychological 

empowerment. Therefore, the following hypotheses are proposed. 

 H7a: Employee psychological empowerment mediates the relationship 

between beliefs systems and the performance of SOEs. 

 H7b: Employee psychological empowerment mediates the relationship 

between boundary systems and the performance of SOE. 

 H7c: Employee psychological empowerment mediates the relationship 

between diagnostic use of budget and performance of SOEs.  

 H7d: Employee psychological empowerment mediates the relationship 

between interactive use of budget and performance of SOE. 

Chapter Summary  

The chapter presents the theoretical framework and hypotheses 

development process. The theoretical framework examined the impact of the 

MCS uses (beliefs, boundary, diagnostic and interactive uses of budget) on 

organisational performance, knowledge management and employee 

psychological empowerment. It also discussed the relationship among them 
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along with the direct and indirect influence on SOE performance. Figure 1 

presents the study framework used to guide the hypotheses for the study. The 

ensuing chapter presents an overview of the method used to test the hypotheses 

projected in the current research. 
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CHAPTER FOUR  

RESEARCH METHODS  

Introduction 

This chapter presents the methodology and the research design used to 

gather and analyse the data relevant to this study. Its objectives are linked with 

the study's empirical results presented in the next chapter and the conceptual 

framework established in the preceding chapter. The chapter discusses the 

philosophical assumption, the study design, the research setting, sampling 

approach, measurements of constructs, data collection and data analysis. 

Philosophical Assumptions/ Research Paradigm 

Generally, researchers have always sought to discover reality through 

many schools of thought. Some maintain that reality is a factual matter that 

exists worldwide; others suggest that it is subjective and contingent on our 

intellectual perceptions of that reality (Sekaran & Bougie, 2016). Accordingly, 

research philosophy is explained as a system of philosophies and norms about 

generating knowledge (Saunders, Lewis & Thornhill,2016). Thus, any research 

framework entails conventions about the nature of reality (ontology), 

epistemology, the theory that informs the research and how that knowledge is 

obtained (axiology). These research beliefs cause differences in research 

paradigms and methodologies used in social science studies (Sekaran & Bougie, 

2016). 

The main research paradigms that inform contemporary business 

research are pragmatism, constructivism, positivism, and critical realism. 

Analysis relying on positivism is built on the conviction in reality as a natural 

substance that occurs and functions in line with cause-effect principles; as such, 
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positivism can be known using a logical methodology (Sekaran & Bougie, 

2016). However, constructivism trusts that reality is socially created and not 

absolute. On the one hand, critical realism combines positivism and 

constructivism and holds that realism is a fact and dismisses the assumption that 

reality can be objectively measured (Wahyuni, 2012). Finaly, Sekaran and 

Bougie (2016) contend that pragmatism trusts using several opinions and views 

to explain and answer research questions.  

The current study's research philosophy relies on the concept of the 

positivist paradigm. Positivism is derived from science and rational social 

realism standpoint to produce good generalisations (Van Buren, Greenwood & 

Sheehan, 2011). Within this paradigm, the nature of truth is presumed to be free 

of the researcher's mind; thus, the truth is out there. The researcher is capable of 

studying a phenomenon without influencing its outcome or being influenced by 

the research. By objective examination using acceptable methods allowed in 

scientific research, reality can be discovered. Practically positivism is the 

overriding philosophy in MCS research (Van Buren et al., 2011). The belief is 

that organisations possess the natural person's characteristics, and for that 

reason, management principles can be a consequence of a systematic study of 

cause-effect relationships. Thus, organisations are viewed as stable empirical 

phenomena with unitary objectives of achieving business goals. As a result, the 

behaviour of employees can be determined by the managerial influence of 

situational variables (Saunders, Lewis &Thornhill, 2016).  

The positivist paradigm is operationalised through a hypothetic-

deductive approach. This involves drawing on an informing theory or the 

existing literature to generate hypotheses about the nature of the reality 
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underpinning the relationships being investigated (Antwi & Hamza, 2015). The 

hypotheses are developed following a pattern of logical reasoning. Thus, the 

hypotheses developed in Chapter Three are consistent with this approach. The 

hypothetico-deductive approach requires evidence to support or reject the 

hypotheses developed. Methodologically, such evidence is gathered and 

analysed using quantitative methods. The adoption of the positivist approach in 

this thesis is also consistent with several prior studies that have used quantitative 

methods and survey data to study MCS (Widener, 2007): psychological 

empowerment (Degago, 2014; Nawrin, 2016): knowledge management (Lin & 

Lee, 2005; Wu & Chen, 2014) and organisational performance (Acquaah, 

2013). The outline of the research setting is discussed below.As a result, a 

quantitative approach was adopted in this thesis research design, where data was 

collected through a survey and analysed using statistical techniques.  

Research Approach 

The quantitative approach aims to measure social phenomena, gather 

and analyse statistical data, and focus on the associations between various 

characteristics across various circumstances (Saunders, Lewis & Thornhill, 

2016). It is envisioned to project, describe, and validate empirical associations 

in reasonably measured settings for generalisation; thus, quantitative research 

believes that reliable facts are grounded on direct observation of natural 

occurrences through practical means (Antwi & Hamza, 2015). Consequently, 

positivists promote applying methods to generate reliable and valid data to 

examine relationships among variables in a well-designed research setting. 
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Research Design 

The study design is a plan for gathering, assessing and analysing data to 

respond to research questions. Thus, the current research design adopts a single 

data gathering method, the survey, and a systematic quantitative process 

classified as a mono-method quantitative study. Specifically, a cross-sectional 

survey was adopted to conduct the study. The researcher believes that the 

positivist position was ideal for this research. The belief is grounded on the 

notion that factual knowledge is gained from the human reflection of objective 

truth and that the objects being researched are based on experimental evidence 

(Bourdeau, 2010). Consequently, the role of the researcher is limited to data 

collection and interpretation through the adopted design.  

Research Settings/Population 

Public sector organisations typically comprise organisations owned, 

funded and operated by the Government, including State-Owned Enterprises 

(SOEs). In Ghana, the public sector is enormous and multidimensional; 

consisting of four main categories: the civil service (with over ten sub-service 

types including central and local government); public institutions other than 

those created for profitmaking ventures; public services are created by the 

Constitution; and other public services the Legislature may recommend. The 

Constitution, together with the public services commission (PSC) Act 484, 

interpretation of public sector may include commercial state-owned enterprises 

(SOEs) and regulatory organisations including boards, agencies, sub-vented 

organisations, commissions, and joint ventures. 

The current study limits its scope to only the SOEs listed by the State 

Interest and Governance Authority (SIGA) and the Public Services Commission 
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(PSC). Currently, the SOEs consists of one hundred and forty-four (144) entities 

operating in various sectors of the economy (energy, finance, agriculture, 

construction, manufacturing, mining). Ninety-two (92) are wholly owned SOEs, 

and fifty-two (52) partially owned entities (JVCs). Of the ninety-two (92) SOEs, 

thirty-six (36) are categorised as commercial SOEs, of which twenty-six (26) 

are Limited Liability Companies. The remaining commercial SOEs are 

Statutory Corporations established by Acts of Parliament. The fifty-two (52) 

Joint Venture Companies includes mining companies in which the state has up 

to 10 per cent carried interest.  

Specifically, middle-level management in SOEs in Ghana were the 

subjects considered for the study. The point is that middle-level managers are 

those who occupy different functional areas and implement organisational 

strategies to contribute to planning, implementing, and communicating 

processes (Huy, 2001). They are crucial in fostering and communicating 

organisational beliefs, missions, and goals to the employee since they interact 

daily with different employees at all levels.  They will have direct knowledge 

of the use of MCS and are expected to provide a reliable assessment to validate 

the use of MCS and its implication on employee psychological empowerment, 

employee knowledge management, and its eventual implication on SOEs' 

organisational performance.  

Sample Size and Sampling Technique  

The target population for the study is SOEs in Ghana, including their 

subsidiaries. Given that the total number of SOEs is known and limited to 144 

SOEs, a census method was employed. Census is attractive for smaller 

populations, as it is in this current study. The study embraced a cross-sectional 
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survey method to gather data from the target sample using the survey as a data 

collection mechanism. As a result, a self-administered questionnaire was 

designed to solicit data on the variables examined in this study.  

Of the 144 survey questions distributed, 127 questionnaires completed 

were returned, providing an 88.2 per cent response rate. However, 123 were 

used for analysis due to non-completion, suspicious answer patterns and double 

responses. Baruch and Holtom (2008) suggest that in organisational research, 

the average individual response rate is about 52.7 per cent and standard 

deviation of about 20.4 per cent. The response rate is about 30% higher than the 

average recommended response rate and is appropriate for the current study. 

As presented in Table 1, the respondents were categorised into seven 

different SOEs as follows: Energy and Utilities 11.8%, Media and 

Communication 6.3%, Agriculture Sector 15%, Infrastructure Sector 10.2%, 

Manufacturing Sector 12.6%, Financial Sector 11.8%, Joint Venture /Mining 

32.3%. The average age and size of these organisations were 34 years and 466 

employees, respectively, as presented in Table 2.  

Table 1: Distribution of Respondents by Sector 

Sector Useable  Percentage (%)  

Energy & Utilities 15  12.2  

Media and Communication  8  6.5  

Agriculture Sector 19  15.4  

Infrastructure Sector 13  10.6  

Manufacturing Sector 16  13.0  

Financial Sector 15  12.2  

Joint Venture /Mining 37  30.1  

Total  123 100 

Source: Field Survey, (2021) 
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Table 2: Demographic Profile of the Participants 

Demographic Variable  Category Frequency Percentage (%) 

Age of Organisation 1–15  years 11 8.9 

  16–30 years 47 38.2 

  31–45 years 31 25.2 

  46–60years 18 14.6 

  over 60 years 16 13.0 

Average age  34.5 years     

Size of Organisation 

based on number of 

employees 

100-250 21 17.1 

 251-500 43 35.0 

 501-750 26 21.1 

 751-1000 19 15.4 

 1001- over 14 11.4 

Source: Field Survey, (2021) 

Data Collection Instrument 

The questionnaire was presented in readable PDF format comparable to 

paper-based questionnaires that could be answered in a computer directly when 

opened or printed for manual answering. Each section of the questions was 

designed to ensure that each question was answered before moving to the next 

if a respondent decided to respond directly from his computer. This helped in 

minimising the amount of missing data. Before undertaking the survey, a pre-

test of the instruments was conducted with five SOEs in Accra. The pre-test was 

to help decide whether or not participants involved were understanding 

questions correctly and ensure the order of questions are not influencing the 

answering patterns (Lee, & Podsakoff, 2003). The participants were then 

requested to provide their observations about the questionnaire, problems in 

understanding the questions, or its instructions. No significant changes were 

made to the final instrument. 

To minimise the effect of common method bias (CMB), the study 

employed several measures recommended by Podsakoff et al. (2012). In the 
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introductory section of the questionnaires, the respondents were informed that 

there were no correct or incorrect responses, and their answers would be treated 

as confidential and anonymous. Further, the study separated questions for both 

dependent and independent variables to reduce linkages between the questions 

in line with psychological separation. Under this method, all sets of questions 

were divided and positioned in different questionnaire sections with their 

guidelines. Thus, moving from a set of questions to another compels participants 

to read a set of instructions to answer that set of questions. The point here is that 

this decreases the likelihood of the respondent using earlier answers as a guide 

to answering subsequent questions.  Additionally, the study tried to eliminate 

the ambiguity of questions by phrasing them in ways that will provide clear 

meaning for each question. 

Data Collection Procedure 

Potential respondents (middle-level managers) targeted were drawn 

from State Interest and Governance Accountability(SIGA) and Social Security 

and National Insurance Trust SSNIT online databases and cross-validated with 

the actual list obtained from websites of individual SOEs. This provided 

information of the company's operations, addresses, employees size and in some 

cases, the names and designations of organisational, functional heads. A 

questionnaire was distributed to the targeted middle-level managers in line with 

the data gathering approach adopted in this study. A total of 144 questionnaires 

were distributed first by email to those organisations whose email addresses 

were found and the rest by hard copies. The researcher explained the study's 

purpose to the target population, and the potential respondents were guaranteed 
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confidentiality and anonymity. They were encouraged to complete the 

questionnaires between one week to two weeks. 

Ethical Consideration 

Consistent with prior studies, the current study was undertaken with strict 

adherence to the professional, ethical code of the Institutional Review Board of 

the University of Cape Coast. The research ethics committee had to approve this 

study's ethical compliance because it involves human participants. Participation 

was entirely voluntary, and this was communicated to the potential participants. 

Every participant was given ample information to enlighten them about the 

nature and purpose of this study. All respondents were guaranteed privacy and 

secrecy about the data collected. The data have been safely stored on the 

researcher's computer and external drive, and hard copies are kept in a secured 

drawer. No private identifiable information has been held with the dataset. The 

dataset has been used exclusively for this research purpose. 

Measurement of the Variables 

The primary constructs of this study are latent. This implies that they 

cannot directly be observed but can be measured through their indicator. There 

are two main types of indicator models used in measuring latent constructs: the 

formative indicator model and the reflective indicator model. In a formative 

indicator model, the latent construct is said to be shaped by a combination of its 

measurable dimensions (Chong & Mahama, 2013; Chin 1999). The measurable 

dimensions (indicators) need not co-vary with each other, but any change in one 

of these measurements will change the latent construct. The construct is said to 

be caused by the indicators, and these indicators are not interchangeable. Hence 

the omission of any of the dimensions conceptually changes the construct. 
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On the other hand, reflective indicator models focus on measuring the 

observable effects of the latent construct. Therefore, modifications in the latent 

construct lead to changes in all its indicators, and all indicators are expected to 

co-vary with one another (Hair et al., 2017; Chong & Mahama, 2013, Chin 

1999). Also, under the reflective indicator model, the measured indicators are 

interchangeable; therefore, dropping or addition of an indicator does not change 

the latent construct. 

Following Hair et al. (2017) and Chong and Mahama (2013), all the 

constructs in this study were measured using reflective indicator models. Each 

latent construct was measured using multi-item indicators. The scale items used 

in measuring the indicators were adapted from previously developed and 

validated survey instruments. All the scale items were anchored on a seven-

point Likert scale, ranging from 1 (strongly disagree) to 7 (strongly agree). The 

specific measurement of the constructs is discussed below. The full 

questionnaire is reported in Appendix A. 

Uses of management control systems 

All the variables were measured using previously developed and 

validated instruments to the extent possible. The beliefs system was measured 

using Widener's (2007) four-item scale and captured employees’ awareness of 

organizational core values and how they enthuse them. Its factor analysis shows 

that the variables form one dimension, with 68.6 per cent variance explained. 

Scale reliability is fully adequate (Cronbach's alpha 0.85).  

The Boundary system was measured using the four-item scale 

established by Widener (2007). Respondents were asked about the impact of 

using the organisation's code of business conduct and information on 
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organisational risks. Its factor analysis indicates 71.3 per cent of the variance 

explained. Thus, scale reliability is quite acceptable at Cronbach's alpha of 0.87.  

The diagnostic uses of budget are measured using four items from Henri 

(2006) and Widener (2007) and capture how management relies on performance 

measures to observe and evaluate employee performance. Factor analysis shows 

that the items explain 65.6 per cent of the variance in the construct and offers 

acceptable scale reliability of Cronbach's alpha of 0.83.  

The interactive uses of budgets are measured using six items from 

Chong and Mahama (2013) and capture how management uses performance 

metrics indicators to concentrate attention on strategy-related issues.  Factor 

analysis indicated that the items explain 65.6 per cent of the variance in the 

construct and shows acceptable scale reliability of Cronbach's alpha of 0.913. 

Knowledge management  

Knowledge management was measured as a second-order reflective 

construct with three dimensions (knowledge acquisition, knowledge 

application, and knowledge sharing) serving as its first-order reflective 

constructs. The scale items for the first-order constructs were adapted from 

Kasasbeh (2015) and Wu and Chen (2014). Knowledge acquisition was 

measured with a four-item scale. The measures focused on how organisations 

generate knowledge. Prior studies report high reliability (factor loadings 0.820 

and Cronbach's alpha 0.863). Knowledge application was measured with three 

items adapted from Wu and Chen (2014). The measures relate to how 

organisations apply knowledge in adding value to the innovative process. Prior 

studies report high reliability (factor loadings 0.787 and Cronbach's alpha 

0.781). Knowledge sharing was measured using a three-item scale adopted. The 
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measures capture the extent to which organisations disseminate knowledge 

among organisational members. Prior studies report high reliability (factor 

loadings 0.862 and Cronbach's alpha 0.782). 

Psychological empowerment  

Psychological empowerment was measured as a second-order reflective 

construct with all dimensions comprising meaning, competence, self-

determination and impact serving as its first-order reflective constructs.  Each 

of the four first-order constructs was measured with three-item scales adapted 

from Spreitzer (1995). In a review of over twenty studies, Boudrias, Gobert, 

Savoie, and Vandenberghe (2003) report that Spreitzer's (1995) psychological 

empowerment questionnaire has been used in several empirical studies with 

acceptable Cronbach alphas; averaging 0.82 across the studies reviewed. 

Besides, each of the four dimensions had satisfactory reliability (α ≥ .70) across 

all studies. As a result, the current study used these measures. 

Organisational performance 

Organisational performance was measured with scale items developed 

by Hung, Lien, Yang, Wu, and Kuo (2011). The construct comprised eleven 

items measuring customer satisfaction level, market expansion, production 

efficiencies, return on investment and profitability over the previous three years. 

The scale items have been reported to have high reliability in prior studies with 

factor loadings above 0.70. In addition, Cronbach coefficients range between 

0.80 to 0.90, making it suitable for current study use. 

Control Variables 

Following the suggestion of Chong and Mahama (2013), three variables 

were controlled; organizations' age, size, and industry type. This is particularly 
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important because an organisation's age, size, and sector can affect its resource 

deployment. For instance, big organisations may be characterised by more 

resources than smaller ones, crucial in determining their performance. Similarly, 

older organisations may better understand the business environment than 

younger organisations and potentially leverage their knowledge for better 

performance. Besides, sectors of the organisation may differ in characteristics 

and may have different influences on performance.  As a result, these variables 

were measured and included in the statistical analysis to partial out their effects. 

Age was estimated as the number of years the organization has been in existence 

since its establishment. Size is measured using the number of employees in an 

organization. 

Data Analysis  

Data screening and preparation 

The collected data were screened and prepared before statistical 

analysis. First, the data were filtered for outliers and missing values.  Only four 

questionnaires items had missing values. Of these four variables, two had fewer 

than one per cent missing values, and the remaining two variables (BL2 and PE 

4) had about 1.5 per cent. Thus, less than five per cent are deemed within 

realistic parameters and may not cause any difference in the statistical results 

(Hair et al.,2017). For this reason, missing values were replaced using the 

median of all values for each item since all indicators are ordinal and measured 

on a 7-point Likert scale (Gaskin, 2016).   

The data were also vetted for outliers to determine whether participants 

proved extreme responses to any questions (Hair et al., 2018). The current study 

measured all by a 7-point Likert scale. Therefore, outliers were probable as 
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some participants might have a diverse view about a specific question by 

providing a wide range of answers. Thus, the Mahalanobis distance measure 

was used for the current study. The outcomes show no observations of extreme 

outliers. Hair et al. (2016) suggest that even if any such outliers exist, they 

should be maintained to avoid restricting the generalisation of the entire 

population. The statistical analysis may not be challenging, especially when the 

sample is bootstrapped (Kline, 2005).   

Statistical tool used for data analysis  

The SmartPLS approach with software version 3.3 was used to analyse 

the data. The PLS provides a solution to studies with smaller data sizes, multiple 

constructs, and many items (Hair et al., 2017). Unlike covariance-based 

structural equation modelling (SEM), PLS is a hybrid modelling approach with 

the intent to maximize variances while minimizing error (Hair et al., 2017). As 

a non-parametric approach, PLS makes no specific distributional assumptions 

about data and accommodates both normal and non-normal data.  For this 

reason, the R square is considered a fitting indicator for measuring the model 

predictiveness. As such, the bootstrapping resampling procedure is employed to 

examine the significance of factor loadings and path coefficients.  

As a general rule, the lowest data set or sample size vital for PLS 

analysis is ten times the number of independent variables in the regression 

model. For this study, the dependent variable with the most complex regression 

is organizational performance, which has nine predictors (made up of six 

independent variables and three control variables). This implies a minimum 

sample size of 90.  Thus, the number of useable responses of 123 for the current 

study is sufficient for the planned data analysis using SmartPLS.  
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PLS is considered the most malleable technique for causal predictive 

inferences, and like the covariance-based SEM, it comprises analysing both 

measurement and a structural model simultaneously (Hair et al., 2016). The 

technique is also appropriate for describing composite associations, such as 

causal-predictive analysis in a low theoretical information context (Hair et al., 

2017). Thus, it is for both theory validation and developing proposals to test 

further. Hair et al. (2016) suggest that the PLS-SEM is the best, capable of 

suitable assessment technique when the researcher simultaneously examines the 

associations among multiple variables. Consequently, the researcher finds PLS 

the most ideal for this current study due to the nature of the construct being 

investigated and the small sample size. Its use for the present study is consistent 

with other accounting studies deployed to test path models. The data collected 

were saved as a CVS file: the format acceptable to the Smart PLS software.  

In applying the PLS approach to analyse data, preparing a path model 

indicating the relationships between scale-items and their respective constructs 

and the relationships among constructs is essential, as shown in Figure 2. Two 

components are acknowledged in the path model. First, the measurement model, 

also known as the outer model, explains the connections between the latent 

variables (constructs) and their indicators. Second, the structural models, also 

called the inner model, define the latent variables' relations (Hair et al., 2018). 
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Figure 2: Path Model (Source: Author’s Construct, 2021) 
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Assessing measurement model results  

The primary phase in estimating PLS-SEM results comprises 

analysing the measurement models. The appropriate benchmarks vary 

between formative and reflective constructs. The constructs in this current 

study are reflective and assessed using classical test theory involving 

estimating the reliability and validity of the measurement models.  

Measurement model reliability 

Reliability assesses the amount to which scale items consistently 

measure what they are intended to measure across time and space. Reliability 

is evaluated at two levels: specific item reliability and construct reliability. 

Individual item reliability focuses on individual factor loadings. In assessing 

specific item reliability, we obtained the factor loadings for each scale item 

from the PLS measurement model. The item loadings represent the 

relationship between the individual item and its construct. Each item loading 

was measured to determine whether to maintain the item as a reliability 

measure of the construct it is intended to measure. Factor loadings of 0.70 or 

greater are recommended to establish acceptable individual item reliability; 

those loadings below 0.70 are to be considered for elimination (Hair et al., 

2016). However, researchers are advised to carefully consider the effects of 

eliminating any item on the composite reliability when they are below 0.7. 

Thus, indicators should be reviewed for removal only when removing the 

indicator will increase the average variance extracted and the composite 

reliability (Hair et al., 2016). However, indicators with very small factor 

loadings (below 0.50) should permanently be ignored from the construct (Hair 

et al., 2016).  Hair et al. (2016) suggest that reflective indicators are virtually 
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exchangeable, and eradicating individual indicators will not change the 

theoretical sphere of the construct and will not cause substantial concerns in 

terms of conceptual misspecification, so long as the construct has adequate 

reliability. Based on finding acceptable reliability, two indicators were 

removed from the measurement model with loadings lower than 0.5. As 

shown in Table 3, all the other items loaded significantly on their respective 

constructs with factor loading more than 0.7, demonstrating adequate 

reliability. 
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Table 3: Descriptive statistics, factor loadings and t-values 

Construct Scale Items First- Order  Second-Order 

 

   

Factor 

Loadings 
Mean 

Standard 

Deviation T Statistics  

Factor 

Loading 
T Statistics 

 

Beliefs Systems 

  

BLS1 0.713 4.268 1.476 12.765    

Management 

control systems 

BLS2 0.776 5.106 0.994 14.361    

BLS3 0.868 5.154 1.112 32.072    

BLS4 0.833 5.073 0.973 22.799    

Boundary System 

  

BOS1 0.888 4.333 1.631 44.587    

BOS2 0.855 4.522 1.527 20.959    

BOS3 0.753 4.756 1.511 11.408    

BOS4 0.764 4.675 1.506 19.304    

Diagnostic uses of 

budgets 

  

DCS1 0.729 4.569 1.46 15.014    

DCS2 0.782 4.439 1.368 20.361    

DCS3 0.730 4.561 1.170 14.532    

DCS4 0.738 5.163 1.074 12.749    

DCS5 0.717 5.065 0.969 9.784    

Interactive uses of 

budgets  

  

ICS1 0.721 4.911 0.865 15.268    

ICS2 0.828 5.133 0.987 26.706    

ICS3 0.782 5.073 1.005 21.928    

ICS4 0.768 5.049 0.944 14.282    

ICS5 0.821 4.951 0.978 25.494    

ICS6 0.802 5.089 0.826 21.323    

Knowledge 

Management 

Knowledge 

Acquisition 

  

KM1 0.833 5.163 0.999 26.334  0.908 45.51 

KM3 0.899 5.134 1.036 46.902    

KM4 0.826 5.171 1.065 22.297    

Knowledge 

Sharing 

KM5 0.857 5.179 1.023 34.713  0.927 64.803 

KM6 0.809 5.195 1.009 18.179    
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  KM7 0.827 5.154 1.036 28.619    

Knowledge 

Application 

  

KM8 0.833 5.122 1.001 30.681  0.907 57.943 

KM9 0.841 4.919 1.048 33.104    

     KM10 0.831 4.743 1.475 25.729    

 
Meaning 

  

PE1 0.806 4.959 1.271 21.606  0.802 33.473 

Psychological 

empowerment 

PE2 0.875 5.057 1.121 39.028    

PE3 0.789 5.154 0.963 18.614    

Competence 

  

PE4 0.856 4.463 1.45 29.376  0.913 58.719 

PE5 0.894 4.699 1.597 56.271    

PE6 0.807 4.626 1.346 24.176    

Self-determination 

  

PE7 0.866 4.618 1.347 41.836  0.797 28.28 

PE8 0.757 4.263 0.936 14.992    

PE9 0.678 4.724 1.218 9.145    

Impact 

  

PE10 0.774 4.683 0.858 12.448  0.717 18.722 

PE11 0.637 5.049 0.863 9.857    

 PE12 0.843 5.049 1.125 32.464    

Organisational Performance 

  

OP1 0.812 4.333 1.733 23.738    

OP2 0.812 5.089 1.104 25.776    

OP3 0.829 5.008 1.304 20.689    

OP4 0.799 5.065 1.286 20.982    

OP5 0.683 4.992 1.206 12.191    

OP6 0.738 4.854 1.057 13.67    

OP7 0.798 5.081 1.123 19.134    

OP8 0.749 4.992 1.115 20.208    

OP9 0.773 5.154 1.004 21.457    

OP10 0.796 4.911 1.337 20.055    

OP11 0.697 4.976 1.055 11.681    

Source: Field Survey, (2021) n= 123; All factors loadings are significant at the 0.001 level 
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The next is the construct reliability assessment, which focuses on the 

internal consistency among the indicators measuring a construct. In this study, 

reliability was assessed using composite reliability, rho_A and Cronbach's alpha 

(Hair et al., 2018). Composite reliability, discussed as McDonald's coefficient, 

is achieved by relating all the actual score variances and covariance's in the 

composite indicator variables connected to constructs. It is achieved by dividing 

the sum of the score by the total variance in the composite. Unlike Cronbach's 

Alpha, the factor loadings are assumed to be the same for all items; composite 

reliability considers the varying factor loadings of the items. Composite 

reliability of 0.7 or greater is required for a construct to establish acceptable 

reliability (Drolet and Morrison, 2001).  

Cronbach's alpha is another way of assessing construct reliability that 

adopts similar measures but produces lower values than composite reliability. It 

measures how a bundle of scale items comprising the construct as a group are 

associated. Like the Cronbach alpha, rho_A is another method of assessing 

internal consistency and also take on a similar threshold as the other two 

measures but produces stricter standards of the relationship among a bundle of 

items measuring the construct as a group. The current study assesses reliability 

using all these three measures. As reported in Table 4, all the indicators showed 

values above the acceptable threshold values. 
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Table 4: Model Internal Consistency and Reliability 

Latent Variables 
Cronbach's 

Alpha 
rho_A 

Composite 

Reliability 

Average Variance 

Extracted (AVE) 

Beliefs Systems 0.811 0.821 0.876 0.639 

Boundary System 0.839 0.870 0.889 0.667 

Competence 0.812 0.813 0.889 0.728 

Diagnostic System 0.798 0.813 0.858 0.547 

Impact 0.646 0.713 0.798 0.572 

Interactive System 0.877 0.877 0.907 0.620 

Knowledge Acquisition 0.813 0.819 0.889 0.729 

Knowledge Application 0.783 0.783 0.873 0.697 

Knowledge Sharing 0.776 0.778 0.870 0.691 

Meaning 0.767 0.786 0.864 0.679 

Organisational 

 Performance 
0.932 0.937 0.942 0.597 

Self-determination 0.664 0.722 0.813 0.594 

Source: Field Survey, (2021) 

Measurement model validity 

Validity denotes the amount to which scale items measure the underlying 

constructs. Two categories of validity assessments are crucial in PLS: 

convergent validity and discriminant validity. Convergent validity describes the 

degree to which the construct come together to clarify the discrepancy of its 

items. The average variance extracted (AVE) for each construct criteria is used 

to assess its convergence. The AVE measures the extent of inconsistency 

captured by a construct relative to the aggregate of variance is due to 

measurement error. Thus, the AVE is determined by taking the square of the 

loading of individual indicators on a construct and its mean value.  An adequate 

AVE is 0.50 or greater, indicating that the construct explains at least 50 per cent 

or more of its items' variance. As reported in Table 4, the AVEs of the constructs 

in this study were between 0.547 and 0.729. These indicate acceptable 

convergent validity.  
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Discriminant validity measures construct to determine whether, 

theoretically, the constructs that are not thought to be associated are distinct or 

not correlated. Thus, the discriminant validity was measured using the Fornell-

Larcker criterion, long-established for reflective construct as the square root of 

the AVE of the respective construct is higher than its highest correlation with 

any other construct (Hair et al., 2018). Thus, discriminant validity is validated 

when the squared correlation in two constructs is lower than the average 

variance extracted. Table 5 shows the contrast between squared correlations of 

each construct, and all the constructs show evidence of discriminate validity. 

Therefore, the measurement model exhibited evidence of discriminate validity.  
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Table 5: Discriminant Validity- Fornell-Larcker Criterion 

 Constructs 1 2 3 4 5 6 7 8 9 10 11 12 

1 Beliefs Systems 0.800            

2 Boundary System 0.403 0.817            

3 Competence 0.493 0.488 0.853          

4 Diagnostic uses of budgets 0.451 0.533 0.589 0.740         

5 Impact 0.454 0.446 0.491 0.437 0.756        

6 Interactive uses of budgets 0.299 0.514 0.441 0.479 0.445 0.788       

7 Knowledge Acquisition 0.390 0.588 0.587 0.562 0.617 0.599 0.854      

8 Knowledge Application 0.463 0.556 0.577 0.629 0.612 0.523 0.720 0.835     

9 Knowledge Sharing 0.494 0.500 0.532 0.596 0.550 0.532 0.765 0.797 0.831    

10 Meaning 0.463 0.497 0.651 0.630 0.466 0.497 0.572 0.461 0.480 0.824   

11 Organizational Performance 0.485 0.541 0.588 0.662 0.629 0.522 0.692 0.654 0.700 0.672 0.773  

12 Self-determination 0.431 0.481 0.704 0.528 0.574 0.393 0.613 0.650 0.613 0.522 0.615 0.771 

Source: Field Survey, (2021) 

Note: Square roots of the AVE are in  diagonal, and correlations are in the off-diagonal 
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Assessing common method bias 

Many scholars are consistent with the view that common method bias 

(CMB) is a risk to the validity of the measurement method (Chong & Mahama, 

2013). Thus, common method bias is the variance linked to the measurement 

method relative to the constructs they measure. Given that the current study 

used a questionnaire to collect data in a self-reported survey, CMB may emanate 

from different sources. These may include scale items complexity; items 

ambiguity to respondents; respondents wanting to show socially acceptable 

behaviour; and less thorough responses from respondents (Malhotra, Schaller, 

& Pati, 2017; Chong & Mahama, 2013; MacKenzie & Podsakoff, 2012). 

Furthermore, common method bias yields a methodical covariation above the 

proper relationship between the scale items. As a result, the transformed values 

of the observed associations and other relevant indicators might lead to 

inappropriate assessments of constructs' reliability and convergent validity. Two 

main approaches have been recommended to deal with common method bias 

issues (Chong & Mahama, 2013). The first is to apply some sequence methods 

to remedy common method bias in the design of survey questions. This has been 

dealt with under the data collection stage in the current study. The second 

approach is to adopt statistical techniques to identify the possibility of common 

method bias and to partial out its effects.  

The current study adopts the unmeasured latent method factor technique 

to uncover and partial out common method bias. The method allows researchers 

to model the impact of common method bias at the measurement model level 

without formerly determining the precise cause of the bias.  As a result, the 

method does not have scale measures of its own. Instead, it uses the scale items 
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associated with the constructs under the study presumably affected by common 

method bias (Chong & Mahama, 2013). Therefore, the current study used all 

the indicators of the primary constructs in the research and modelled them as 

single-indicator latent first-order constructs to create a common method factor. 

The primary constructs were modelled as second-order constructs of their 

single-indicator variable, as suggested by Chong and Mahama (2013). In 

addition, the single-item indicators are modelled as first-order constructs of the 

common method factor. By this, the technique removes all variance between the 

common method factor and the construct studied. The path coefficients between 

the single-indicator latent first-order construct and the main constructs (primary 

constructs and common method factor) are interpreted as factor loading (Chong 

& Mahama, 2013; Liang et al., 2007). As shown in Table 6, the single-indicator 

latent first-order construct loaded higher onto the primary constructs of the 

study as compared to the common method factor. In addition, the average 

variance explained by the primary constructs (0.688) is far considerable than 

the average variance expounded by the common method factor (0.039). These 

results suggest that common method bias is not a risk in this study. 

Table 6: Results of Common Method Bias Test  

   Factor Loadings 

Constructs Items 

Primary 

constructs 

(R1) 

 R12  

Common 

Method 

Factor 

(R2) 

 R22 

Beliefs Systems BLS1  0.662   0.438   0.088   0.008  

 BLS2  0.837   0.701  -0.129   0.017  

 BLS3  0.887   0.787  -0.038   0.001  

  BLS4  0.826   0.682   0.032   0.001  

Boundary Sys-

tems 
BOS1  0.924   0.854  -0.030   0.001  
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 BOS2  0.988   0.976  -0.219   0.048  

 BOS3  0.925   0.856  -0.284   0.081  

  BOS4  0.517   0.267   0.355   0.126  

Diagnostic Con-

trol Systems 
DCS1  0.927   0.859   0.379   0.144  

 DCS2  0.465   0.216  -0.086   0.007  

 DCS3  0.854   0.729  -0.291   0.085  

 DCS4  0.886   0.785  -0.215   0.046  

  DCS5  0.851   0.724  -0.193   0.037  

Interactive Con-

trol Systems 
ICS1  0.638   0.407   0.138   0.019  

 ICS2  0.864   0.746  -0.077   0.006  

 ICS3  0.762   0.581   0.036   0.001  

 ICS4  0.794   0.630  -0.033   0.001  

 ICS5  0.876   0.767  -0.093   0.009  

  ICS6  0.842   0.709  -0.063   0.004  

Knowledge Gen-

eration 
KM1  0.774   0.599   0.071   0.005  

 KM3  0.965   0.931  -0.082   0.007  

 KM4  0.816   0.666   0.015   0.000  

 KM5  0.868   0.753  -0.017   0.000  

Knowledge Shar-

ing 
KM6  0.716   0.513   0.123   0.015  

 KM7  0.908   0.824  -0.105   0.011  

 KM8  0.907   0.823  -0.098   0.010  

 KM9  0.889   0.790  -0.068   0.005  

Knowledge Ap-

plication 
KM10  0.722   0.521   0.148   0.022  

Meaning PE1  0.673   0.453   0.168   0.028  

 PE2  0.900   0.810  -0.016   0.000  

 PE3  0.964   0.929  -0.251   0.063  

Competence PE4  0.925   0.856  -0.103   0.011  

 PE5  0.908   0.824  -0.019   0.000  

 PE6  0.734   0.539   0.109   0.012  

Self-determina-

tion 
PE7  0.806   0.650   0.083   0.007  

 PE8  0.827   0.684  -0.108   0.012  

 PE9  0.704   0.496  -0.025   0.001  

 PE10  0.911   0.830  -0.178   0.032  

Impact PE11  0.794   0.630  -0.188   0.035  

  PE12  0.655   0.429   0.236   0.056  

Organisational 

Performance 
OP1  0.544   0.296   0.289   0.084  

 OP2  0.780   0.608  -0.100   0.010  
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 OP3  0.753   0.567  -0.325   0.106  

 OP4  0.903   0.815  -0.340   0.116  

 OP5  1.125   1.266  -0.411   0.169  

 OP6  1.112   1.237  -0.265   0.070  

 OP7  1.055   1.113  -0.035   0.001  

 OP8  0.984   0.968   0.517   0.267  

 OP9  0.832   0.692   0.402   0.162  

 OP10  0.283   0.080   0.012   0.000  

  OP11  0.406   0.165  -0.067   0.005  

Average    0.813   0.688  -0.026   0.039  

Source: Field Survey, (2021) 

Given that the measurement model demonstrates adequate reliability 

and validity and is not severely affected by common method bias, the researcher 

moved to assess the structural model results. 

Assessing structural model results  

Shmueli et al. (2016) suggest that when the assessed measurement 

model is acceptable, the subsequent stage assesses PLS-SEM results by 

estimating the structural model. Generally, assessment benchmarks include the 

R2, the coefficient of determination (R2), the Q2 blindfolding-based cross-

validated redundancy measure, the statistical significance and relevance of the 

path coefficients (Hair et al., 2018). The R2 denotes the proportion of the 

variance in the dependent variable collectively explained by the independent 

variables. It is benchmarked from 1 to 0, with figures closer to 0 to signify poor 

fit and 1 representing a good fit (Hair et al., 2018). As shown below in Table 7, 

the value of R2 in the current study ranged between 0.604 and 0.661, 

demonstrating a good model fit. 

Another method of measuring the PLS path model's predictive precision 

is by computing the Q2 value. Hair et al. (2018) explained that Stone-Geisser's 

Q2 value indicates a model's predictive relevance. Model Q2 values greater than 
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zero indicate the exogenous constructs predictive importance for the 

endogenous construct under consideration (Hair et al., 2018). Table 7 shows 

that all three constructs have Q2s that are significantly above zero, providing 

ample evidence of the model's predictive relevance 

Table 7: R2 and Q2 values in the Structural Model 

  R2 Adjusted R2 Q²  

Organisational Performance 0.661 0.634 0.374 

Knowledge Management 0.609 0.585 0.329 

Psychological Empowerment 0.604 0.580 0.305 

Source: Field Survey, (2021) 

Multi-collinearity test  

In advance of measuring the structural associations, multicollinearity 

was tested to confirm that it does not prejudice the regression results. 

Multicollinearity is assessed by examining the variance inflation factors (VIFs) 

of all regressions in a model (Hair et al., 2017a). Given that all constructs in the 

model were reflective, the only regressions in the model were in the structural 

model; as such, assessment of multicollinearity was carried out using the 

structural (inner) model's VIFs. VIF values above 5 are suggestive of potential 

collinearity issues among the predictor constructs. Becker et al. (2015) point out 

that collinearity problems is possible at lower VIF values of 3-5 and suggested 

that the VIF values must be three and lower.   As reported in Table 8, the inner 

model VIF values for all the predictor constructs are below three (3), the 

recommended amount. Severe collinearity is therefore not an issue in the 

study’s structural model. Hence, the researcher moved on to test the study 

hypotheses. 
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Table 8: VIF Values in the Structural Model 

  
Knowledge 

Management 

Psychological 

Empowerment 

Organisational 

Performance 

Beliefs Systems 1.322 1.322 1.522 

Boundary System 1.690 1.690 1.844 

Diagnostic Uses of Budgets 1.701 1.701 2.134 

Interactive Uses of Budgets 1.494 1.494 1.707 

Knowledge Management   3.000 

Psychological Empowerment   2.962 

Source: Field Survey, (2021) 

Chapter Summary  

The chapter deliberated the research paradigm, the strategy, and the 

design of the study. The philosophical assumptions of the study are positivist 

paradigm. For this reason, the quantitative research approach used in the study 

has been thoroughly discussed.  A cross-sectional survey design was used to 

collect data from a target sample of 144 middle managers of SOEs in Ghana. 

The PLS-SEM was used as the principal data analysis method in the current 

study. The measurement model results, the predictiveness of the structural 

model and multicollinearity tests were also discussed.  Thus, the structural 

model results relating to the hypotheses test is discussed in the next chapter. 
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CHAPTER FIVE 

RESULTS AND DISCUSSION 

Introduction  

This study has focused on investigating the influence of MCS on SOEs' 

performance and the mediating roles of knowledge management processes and 

employees' psychological empowerment. Data was gathered through a cross-

sectional survey and analysed using the PLS-SEM approach. The chapter focus 

is to present and analyse the findings of the results.  

Results of Hypotheses Testing 

The structural model provides results for the magnitude, direction and significance 

of path coefficients among constructs, thereby providing the basis for hypotheses testing. 

Unlike parametric approaches where t-values are generated for significance tests, PLS is 

a nonparametric approach and relies on bootstrap resampling procedure to test the 

significance of estimates (Hair et al., 2017).  In this study, a bootstrapping process was 

used to generate 5,000 randomly drawn samples with replacement. One-tailed tests were 

implemented owing to the one-directional nature of the study's hypotheses, and the t-

values were matched against the critical values of p < 0.05.   Hair et al. (2018) point out 

that, depending on the standard error obtained by bootstrapping to get t- values and p -

values for all structural path coefficients, the relations could be described as significant 

or insignificant. When t- value is higher than the critical value, the decision is that the 

coefficient is statistically significant at a certain likely error level or significance level. 

However, following the suggestion of Mahama (2006), the bootstrap confidence interval 

method provides the most powerful and reasonable method of obtaining confidence 

limits for specific indirect effects in most study settings and is considered superior to the 

use of p-values and was therefore used. The model highlight is shown in Figure 3. 
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Figure 3: The structural model 
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Direct effects 

Table 9 summarises the path coefficient, t-values, confidence intervals and p-values of the direct relationships among constructs. 

Table 9: Results of the Structural Model (Direct Effects) 

Hypotheses Path 
Path 

Coefficient 
T Stat P Values 

Confidence-Level                                    

5%                95% 

H1a Beliefs Systems -> Organisational performance 0.045 0.637 0.262 -0.077 0.159 

H1b Boundary System -> Organisational performance 0.007 0.083 0.467 -0.122 0.145 

H1c 

Diagnostic uses of budgets -> Organisational 

performance 0.202* 2.135 0.016 0.049 0.358 

H1d 

Interactive uses of budgets -> Organisational 

performance 0.044 0.628 0.265 -0.072 0.157 

H2a Beliefs Systems -> Knowledge Management 0.1738* 2.885 0.002 0.074 0.271 

H2b Boundary System -> Knowledge Management 0.220* 2.340 0.010 0.050 0.359 

H2c 

Diagnostic uses of budgets -> Knowledge 

Management 0.331* 4.711 0.000 0.209 0.441 

H2d 

Interactive uses of budgets -> Knowledge 

Management 0.283* 2.617 0.004 0.115 0.470 

H3a Beliefs Systems -> Psychological Empowerment 0.271* 3.614 0.000 0.148 0.393 

H3b 

Boundary System -> Psychological 

Empowerment 0.185* 2.520 0.006 0.062 0.302 

H3c 

Diagnostic uses of budgets -> Psychological 

Empowerment 0.355* 4.900 0.000 0.231 0.472 
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H3d 

Interactive uses of budgets -> Psychological 

Empowerment 0.163* 2.371 0.009 0.056 0.283 

H4 

Knowledge Management -> Organisational 

performance 0.317* 2.375 0.009 0.119 0.557 

H5 

Psychological Empowerment -> Organisational 

performance 0.314* 2.761 0.003 0.112 0.485 

Source: Field Survey: (2021) 

*p < 0.05 
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Management Control Systems and Organisational Performance 

The study hypothesised in H1a that beliefs systems would be significant 

and positively affect organisational performances. The results in Table 9 and 

Figure 3 establish positive but insignificant association between beliefs and 

organisational performance (β = 0.045; t =0.637; p-value= 0.262, CI= -0.077-

0.159). Thus, hypothesis H1a is not supported and consistent with the findings 

of Altinay and Altinay (2004). However, the result is inconsistent with many 

studies that beliefs systems directly support organisational performance 

(Mohamed, Hui, Rahman, & Aziz, 2008; Widener, 2007). However, it is vital to 

highlight that though there was no significant association between beliefs and 

organisational performance, the indirect results suggest that the relationship 

between the two constructs occur via some intervening variables, which will be 

discussed under mediation analysis.  

Hypothesis H1b predicted that the use of boundary systems would 

positively impact organisational performance. The results in Table 9 and Figure 

3 reveals insignificant association between boundary system and organisational 

performance (β = 0.007; t = 0.083; p-value= 0.467, CI= -0.122-0145). Thus the 

hypothesis is not supported. While this hypothesis is also not supported, it is 

imperative to highlight that the indirect results suggest that the link between 

boundary and organisational performance occur via some intervening variables 

that will be discussed further under mediation analysis.  

Hypothesis H1c predicted that the diagnostic uses of budgets would 

positively impact organisational performance. The results presented in Table 9 

and Figure 3 show a significant positive association between the diagnostic uses 

of budgets and organisational performance (β = 0.202; t =2. 135; p-
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value=0.016, CI=0.049-0.357). Thus, H1c is supported. The results for H1c are 

consistent with Jalali et al. (2016), Bedford (2015), Sakka, Barki and Cote 

(2013) and Widener, (2007), who found that diagnostic use of MCS is 

significant and positively related to organisational performance. As diagnostic 

uses of budgets are part of broader control practices used in planning and 

evaluating better performance, the result shows its importance in managing 

SOEs in deriving visions. Sakka, Barki and Cote (2013) found that the 

diagnostic use of MCS increased project performance, especially when task 

uncertainty is low. 

Similarly, in a study on MCS on firm performance, Bedford (2015) 

found that the diagnostic use of MCS enriched performance in firms 

specialising in either exploitation or exploration. However, his finding also 

suggests that the diagnostic had no direct influence in ambidextrous firms. 

Muhammad, Jamil and Mohamed (2013), Hofmann, Wald and Gleich (2012), 

and Widener (2007) support the study argument that diagnostic uses of budgets 

positively impact organisational performance. 

Hypothesis H1d predicted that the interactive uses of budgets would 

positively impact organisational performance. The results reported in Table 9 

and Figure 3 show a positive but insignificant relationship between the 

interactive uses of budgets and organisational performance (β = 0.044; t =0.628; 

p-value=0.265, CI=-0.072-0.157). Hypothesis H1d is therefore not supported. 

The results are also inconsistent with the findings of Bedford (2015), Naranjo-

Gil & Hartmann's (2007) and Bisbe and Otley (2004). They specifically argued 

that emphasis placed on interactive control systems was associated with 

performance. However, an analysis of the results for indirect effects shows that 
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the interactive uses of budgets affect performance through other intermediate 

variables.  

Overall, the results for H1a-H1d confirms the need to evaluate more the 

possibility of mediating variables in the relationships between the uses of MCS 

and organisational performance in SOEs. It supports the necessity for examining 

the developmental processes by which MCS influences organisational 

performance (Nitzl et al., 2016). 

Management Control Systems and Knowledge Management  

Hypothesis H2a predicted that there would be a positive association 

between the use of beliefs systems and knowledge management. Consistent 

with this prediction, the results presented in Table 9 and Figure 3 shows a 

positive and significant relationship between hypothesis H2a (β = 0.173; t = 

2.885; p-value = 0.002; CI = 0.074-0.271). Thus, H2a is supported. The 

significant relationship suggests that beliefs systems have a crucial role in 

inspiring management to engage in knowledge management processes. This is 

consistent with findings in prior studies (Weinberg, 2015; Marrginson, 2002). 

The results show that the SOEs beliefs systems stimulate knowledge-sharing 

behaviours, inspire and encourage employees to explore, acquire relevant 

knowledge, and share knowledge (Spekle et al., 2017; Simon, 1995). The 

findings show the importance of using beliefs systems in SOEs and the belief 

that management needs to implement projects that emphasise organisational 

beliefs to enhance knowledge management.  

Hypothesis H2b explored the relationship between boundary systems 

and knowledge management. It was predicted there would be a positive 

association between boundary systems and knowledge management. The results 
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reported in Table 9 and Figure 3 show a positive and significant path coefficient 

from boundary systems to knowledge management (β =0.220; t = 2.340; p-value 

= 0.010; CI0.050-0.359). Thus, the hypothesis is supported. Consistent with the 

study prediction, the result supports the study view that a boundary system 

motivates employees to search and explore new knowledge within predefined 

spaces since employees have no option but to work within an exact code of 

conduct (Mundy,2015; Simon, 2000).  

Hypothesis H2c investigated the association between the diagnostic uses 

of budgets and knowledge management. It was anticipated there would be a 

positive link between the diagnostics uses of budget and knowledge 

management. As reported in Table 9 and in Figure 3, the results show positive 

and significant association between the diagnostics uses of budgets and 

knowledge management (β = 0.331; t =4.711; p-value=0.000; CI= 0.209-

0.441). Thus, Hypothesis H2c is supported.  The result is consistent with the 

findings of Meutia & Ahmed (2017), who found a significant direct association 

between feedback (diagnostic) control and knowledge management. It is also 

consistent with Henri (2006), who contend that diagnostic control systems are 

useful for evaluating the learning process and form the base for amending 

organisational plans and strategy. Diagnostic uses of control facilitate 

identifying a routine problem, focusing attention on critical processes, and 

fostering corrective action through the single-loop learning it inhabits. Thus, as 

a feedback control system, the diagnostic uses of budgets help managers provide 

information for discussion through which knowledge is further generated. 

Hypothesis H2d examined the linkage between the interactive uses of 

budgets and knowledge management. The results reported in Table 9 and Figure 
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3 show a positive and significant between interactive uses of budgets and 

knowledge management (β =0.283; t = 2.617; p-value=0.004; CI=0.115-0.470). 

Thus, hypothesis H2d is supported. The results are consistent with Chong and 

Mahama (2013) argument that the interactive uses of budgets lead to improved 

knowledge through double-loop learning. Generally, the interactive uses of 

budgets enhance practices in exploiting and exploring organisational capability 

for better corporate knowledge management (Bedford, 2015; Henri, 2006). It 

encourages novelty through its influence on the generation, dissemination, and 

application of knowledge.  

In sum, the results for H2a-H2d support the notion that MCS possess the 

dynamic capability for acquiring, sharing and using knowledge. These findings 

are significant as knowledge is considered an essential vehicle for securing and 

maintaining competitive organisations. Therefore, the results suggest that one 

way MCS uses may influence organisational performance is through its effect 

on knowledge management. For this reason, this study assesses the mediating 

role of knowledge management influence between the uses of MCS and 

organisational performance in SOEs. 

Management Control Systems and Psychological Empowerment  

Hypothesis H3a explored the relationship between beliefs systems and 

psychological empowerment. The results reported in Table 9 and Figure 3 

indicate significant association between beliefs systems and psychological 

empowerment (β = 0.271; t = 3.614; p-value= 0.000; CI= 0.148-0.398). Thus, 

the hypothesis is supported. Moreover, the result is consistent with the findings 

of Spekle et al. (2017). In a study on the relationship between MCS and 

creativity, Spekle et al. (2017) found that emphasis on organisational beliefs 
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systems are associated with improved employee empowerment. Baird, Su and 

Munir (2018) also found that using the beliefs system is linked directly and 

indirectly with employee empowerment. 

Hypothesis H3b investigated the relationship between boundary systems 

and psychological empowerment. The results in Table 9 and Figure 3 show a 

positive and significant relationship between the use of boundary system and 

psychological empowerment (β =0.185; t = 2.520; p-value= 0.006; CI=0.062-

0.302). Thus, Hypothesis H3b is supported. The results as anticipated support 

Spekle et al. (2017) findings that emphasis placed on organisational boundary 

systems directly influences employee empowerment. 

Hypothesis H3c predicted that the relationship between the diagnostics 

uses of budgets has a positive relationship with employee psychological 

empowerment. The results reported in Table 9 and Figure 3 reveal a positive 

and significant paths from the diagnostics uses of budgets and employee 

psychological empowerment (β = 0.355; t = 4.900; p-value= 0.000; CI= 0.231-

0.472). Thus, Hypothesis 3c is supported. Thus, it supports Ahrens & 

Chapman's (2004) findings that the diagnostic use of control systems facilitates 

employee integration with the organisation's activities by inspiring them to 

accomplish organisational objectives, increasing their sense of meaning. 

Similarly, hypothesis H3d investigated the relationship between the 

interactive uses of budgets and psychological empowerment. It was predicted 

that there would be a positive relationship. The results in Table 9 and Figure 3 

demonstrate significant positive relationship between the interactive uses of 

budgets and employee psychological empowerment (β =0.163; t = 2.371; p-

value= 0.009; CI= 0.056-0.283). Accordingly, Hypothesis H3d is supported. 
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The findings support Webster's (2010) and Baird et al. (2018), who stressed that 

the interactive use of MCS had a significant direct relationship with employee 

psychological empowerment. 

Knowledge Management and Organisational Performance 

Hypothesis H4 looked at the association between knowledge 

management and organisational performance. Consistent with this prediction, 

the results presented in Table 9 and Figure 3 shows significant relationship 

between knowledge management and organisational performance (β = 0.317; t 

= 2.375; p-value= 0.009; CI=0.119-0.557). Thus, Hypothesis H4 is supported. 

The result is consistent with the findings in prior studies that suggest that 

knowledge management positively impacts organisational performance 

(Pauleen & Wang 2017; Mills & Smith, 2011). Shannak (2010) found that 

knowledge management systems significantly affect the effectiveness of 

strategic decisions that will lead to better organisational performance. Pauleen 

and Wang (2017) found that knowledge develops human capabilities in decision 

making and analysing data to achieve organisational performance. The results 

imply that good knowledge management practices (acquisition, knowledge 

dissemination and knowledge application) by SOEs management enhance 

organisational performance.  

Psychological Empowerment and Organisational Performance 

Hypothesis H5 predicted a positive link between psychological 

empowerment and organisational performance. Consistent with this prediction, 

the results presented in Table 9 and Figure 3 shows a positive and significant 

relationship between psychological empowerment and organisational 

performance (β =0.314; t = 2.761; p-value 0.003; CI=0.112-0.485). Thus, 
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Hypothesis H5 is supported. The results are consistent with Siachou and 

Gkorezis, (2014) findings that employees' efficiency at work is highly linked to 

his psychological empowerment and indirectly through job satisfaction, 

improvement in individuals' employee ability to acquire knowledge and skills 

crucial for progress in organisational performance.  

Mediating Relationships 

The bootstrap test method was adopted for the current study mediation 

analysis in line with Zhao, Lynch and Chen (2010) suggestion. The technique is 

thought to be an improvement over the theoretical and methodological hitches 

acknowledged in the literature about the Baron and Kenny (1986) approach test 

for mediation analysis (Hair et al., 2018). Hair et al. (2018) suggest that the 

bootstrap methods produce advanced statistical control levels related to the 

Baron and Kenny (1986) method and indicate that all mediators must be 

assessed simultaneously in one model in multiple mediation analysis. By this, a 

full view of the mechanism of the mediator's effect will be ascertained. 

Consequently, the current study adopted the steps Nitzl et al. (2016) 

recommended, as illustrated in Figure 3. 
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Figure 4: Mediation analysis procedure in PLS 

Source: Adopted from Nitzl et al. (2016).   

A mediating effect exists when the indirect impact is significant. 

Depending upon the power of the direct effects, mediation can be described as 

full or partial. Nitzl et al. (2016) describe full mediation as when the direct 

effects are insignificant while the indirect effect is significant. In the case of 

partial mediation, both the direct impact and the indirect impact are substantial. 

This approach to mediation analysis was adopted in this study.  Table 10 reports 

the mediation results and includes the coefficients, t-values, confidence interval, 

and the corresponding significance levels. These results are discussed below.
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Table 10: Mediation Results 

Hypotheses Variables Indirect Effects Direct Effects Mediation Type 

  

Path 

Coeffi

cient 

T Stat P Values 
Confidence Interval 

5% -95% 

  

 

H6a 

 

Beliefs Systems -> 

Knowledge Management -> 

Organisational Performance 

0.055 1.586 0.056 0.013 0.125 Insignificant Full mediation 

H6b Boundary System -> 

Knowledge Management -> 

Organisational Performance 

0.070 1.844 0.033 0.011 0.133 Insignificant Full mediation 

H6c Diagnostic uses of budgets -> 

Knowledge Management -> 

Organisational Performance 

0.105 2.060 0.020 0.034 0.201 Significant Partial mediation 

H6d Interactive uses of budgets -> 

Knowledge Management -> 

Organisational Performance 

0.089 1.526 0.063 0.021 0.209 Insignificant Full mediation 

H7a Beliefs Systems -> 

Psychological Empowerment 

-> Organisational 

performance 

0.085 1.968 0.025 0.022 0.163 Insignificant Full mediation 

H7b Boundary System -> 

Psychological Empowerment 

0.058 1.758 0.039 0.010 0.118 Insignificant Full mediation 
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-> Organisational 

performance 

H7c Diagnostic uses of budgets -> 

Psychological Empowerment 

-> Organisational 

performance 

0.111 2.435 0.007 0.037 0.184 Significant Partial mediation 

H7d Interactive uses of budgets -> 

Psychological Empowerment 

-> Organisational 

performance 

0.051 2.055 0.020 0.012 0.093 Insignificant Full mediation 

Source: Field Survey, (2021) 
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Mediating role of knowledge management 

Hypothesis H6a predicted that knowledge management would mediate 

the relationship between beliefs system and organisational performance. The 

results reported in Table 10 show a significant indirect relationship (β =0.055; t 

= 1,586; p-value=0.056; CI= 0.013-0,125). Although the direct effect of beliefs 

systems on knowledge management (β =0.175; t = 2.885; p-value=0.002; CI= 

0.074-0.271) and knowledge management to organisational performance (β 

=0.317; t = 2.375; p-value=0.009; CI= 0.119-0.557) are both positive and 

significant, there is no significant direct relationship between beliefs system and 

organisational performance (β =0,045; t = 0.637; p= 0.262; CI= -0.077- 0.159). 

As a result, knowledge management fully mediated the link between beliefs 

systems and organisational performance. Thus, Hypothesis 6a is supported. 

In hypothesis H6b, it was predicted that knowledge management would 

mediate the relationship between boundary systems and organisational 

performance. The results reported in Table 10 show a significant indirect 

relationship between boundary systems and organisational performance via 

knowledge management (β =0.070; t = 1,844; p-value= 0.033; CI= 0.011-

0.133). While the coefficients of the paths from boundary systems to knowledge 

management (β =0.220; t = 2.340; p-value=0.010; CI= 0.050-0.359) and 

knowledge management to organisational performance (β =0.317; t = 2.375; p-

value=0.009; CI= 0.119-0.557) are both positive and significant, there is no 

significant direct effect from the boundary systems to organisational 

performance (β =0.007; t =0.083; p= 0.467; CI=-0,122-0.145). Therefore, 

knowledge management also fully mediates the link between boundary systems 
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and organisational performance (Hair et al., 2017). Hypothesis 6b is therefore 

supported.  

Hypothesis H6c predicted that knowledge management would mediate 

the relationship between the diagnostic uses of budgets and organisational 

performance. The results in Table 10 reveals a significant indirect relationship 

between the diagnostic uses of budgets and organisational performance via 

knowledge management (β =0.105; t= 2.060; p-value= 0.020; CI=0.034-0.201). 

Besides, the direct association between the diagnostic uses of budgets and 

organisational performance is significant (β =0.202; t= 2.135; p-value= 0.016; 

CI=0.049-0.358), confirming that knowledge management partially mediated 

the relationship between the diagnostic uses of budgets and organisational 

performance. Hypothesis 6c is thus supported. 

Finally, in hypothesis H6d, it was predicted that knowledge management 

would mediate the interaction between the interactive uses of budgets and 

organisational performance. The results in Table 10 confirmed that the indirect 

relationship between the interactive uses of budgets and performance via 

knowledge management is significant (β =0.089; t= 1.526; p-value=0.063; CI= 

0,021-0.209). However, while the relationships between the interactive uses of 

budgets and knowledge management (β =0.283; t = 2.617; p-value=0.004; CI= 

0.115-0.470) and knowledge management and organisational performance (β 

=0.317; t = 2.375; p-value=0.009; CI= 0.119-0.557) are both positive and 

significant, there is no significant direct effect between the interactive uses of 

budgets and organisational performance (β =0.044; t =0,628; p= 0.265; CI=-

0.072-0.157). As a result, the relationship between the interactive uses of 
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budgets and organisational performance is fully mediated by knowledge 

management. Hypothesis 6d is therefore supported. 

Overall, the results suggest that knowledge management processes serve 

as an essential conduit through which MCS influences organisation 

performance. 

Mediating role of psychological empowerment 

Hypothesis H7a predicted that psychological empowerment would 

mediate the relationship between the four MCS uses and organisational 

performance in SOEs. The results as shown in Table 10 reports a significant 

indirect relationship between beliefs systems and performance via 

psychological empowerment (β =0.085; t= 1.968; p-value= 0.022; CI=0,022-

0,163).  Even though the path coefficients of beliefs systems to psychological 

empowerment (β= 0.271; t= 3.614; p-value= 0.000; CI=0.148-0.393) and 

psychological empowerment to organisational performance (β= 0.314; t= 2.761 

p-value= 0.003; CI=0.112-0.485) are both positive and significant, there is no 

significant direct effect from the beliefs systems to organisational performance 

(β= 0.045; t=0.637 p-value= 0.262; CI=-0.077-0.159). Given that the indirect 

relationship is significant, but the direct association is insignificant, the 

relationship between beliefs systems and organisational performance is fully 

mediated by psychological empowerment. Thus, hypothesis H7a is supported.  

In hypothesis H7b, it was predicted that psychological empowerment 

would mediate the relationship between boundary systems and organisational 

performance. The results in Table 10 show a significant indirect relationship 

between boundary systems and organizational performance through 

psychological empowerment (β = 0.058; t=1.758; p-value= 0.039; CI=0.010-
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0.118).  The paths leading from boundary systems to psychological 

empowerment (β= 0.185; t= 2.520 p-value= 0.006; CI=0.062-0.302) and 

psychological empowerment to organisational performance (β= 0.314; t= 2.761 

p-value= 0.003; CI=0.112-0.485) are both positive and significant. However, 

there is no significant direct effect from boundary systems to organisational 

performance (β= 0.007; t=0.083 p-value= 0.467; CI=-0.122-0.145). For that 

reason, the relationship between boundary systems and organisational 

performance is fully mediated by psychological empowerment. Therefore, 

hypothesis H7b is supported. 

In hypothesis H7c, it was predicted that psychological empowerment 

would mediate the relationship between the diagnostic uses of budgets and 

organisational performance. The results as reported in Table 10 reveals a 

significant indirect relationship between the diagnostic uses of budgets and 

organisational performance via psychological empowerment (β= 0.111; t= 

2.435; p-value= 0.007; CI=0.037-0.184).  As reported earlier, the paths leading 

from the diagnostic uses of budgets to organisational performance (β = 0.202; 

t=2.135; p-value= 0.016; CI=0.049-0.358), the diagnostic uses of budgets to 

psychological empowerment (β= 0.355; t=4.900 p-value= 0.000; CI=0.231-

0.472) and psychological empowerment to organisational performance (β= 

0.314; t= 2.761 p-value= 0.003; CI=0.0112-0.485) are all positive and 

significant. Thus given the significant direct and indirect effects, psychological 

empowerment partially partially mediated the relationship between the 

diagnostic uses of budgets and organisational performance. The results, 

therefore, support hypothesis H7c. 
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Finally, hypothesis H7d predicted that psychological empowerment 

would mediate the relationship between the interactive uses of budgets and 

organisational performance. The results in Table 10 show a significant indirect 

relationship between the interactive uses of budgets and organisational 

performance through psychological empowerment (β =0.051; t= 2.055; p-

value= 0.020; CI=0.012-0.093). As reported earlier, the path leading from the 

interactive uses of budgets to psychological empowerment (β= 0.163; t=2.371; 

p-value= 0.009; CI=0.056-0.0283) and psychological empowerment to 

organisational performance (β= 0.314; t= 2.761 p-value= 0.003; CI=0.112-

0.485) are both positive and significant. However, the direct relationship 

between the interactive uses of budgets and organisational performance is not 

significant (p-value=0.265). Given these findings, the relationship between the 

interactive uses of budgets and organisational performance is fully mediated by 

psychological empowerment. Thus, Hypothesis H7d is supported. 

Control variables  

Three control variables that may affect the dependent variables were 

incorporated into the model to determine and partial out their effect on the 

results. Consequently, organisational age, size (number of employees), and 

industry type were controlled. Table 11 shows that these control variables, 

except the path from industry to psychological empowerment, had no 

significant association with the dependent variables. Consequently, they were 

excluded from further analysis (Hair et al., 2017).
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Table 11: Effects of Control Variables on Dependent Variables 

Constructs 
Path 

Coefficient 
T Stats P Val Relationship Effect 

Age of Organisation -> Knowledge Management -0.069 1.122 0.131 None No 

Age of Organisation -> Organisational Performance -0.025 0.443 0.329 None No 

Age of Organisation -> Psychological Empowerment 0.007 0.113 0.455 None No 

Industry -> Knowledge Management 0.045 0.832 0.203 None No 

Industry -> Organisational Performance 0.058 0.993 0.160 None No 

Industry -> Psychological Empowerment 0.106 1.797 0.036 positive No 

Size of Organisation -> Knowledge Management -0.002 0.046 0.482 None No 

Size of Organisation -> Organisational Performance 0.008 0.163 0.435 None No 

Size of Organisation -> Psychological Empowerment -0.046 0.770 0.221 None No 

Source: Field Survey, (2021) 
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Discussion of Results 

The outcomes of this study contribute to the growing literature on the 

impact of MCS use on organisational performance. While prior research has 

found that MCS uses are primarily beneficial for a wide array of corporate issues 

(Simon, 2000), the results of this study submit that their impact on performance 

depends on the particular style of use and specific context. This section aims to 

extend our understanding of the influence of MCS on the performance of SOEs 

by discussing the study's empirical findings.  

Management control systems uses and organisational performance 

First, while earlier studies have found direct link links between MCS 

uses and organisational performance, the results of this study show that only the 

diagnostic uses of budgets are directly related to organisational performance 

within the SOE context. The rest (beliefs, boundary and interactive uses of 

budgets) are not directly linked to organisational performance. The positive 

influence of the diagnostic uses of budgets may be due to its focus on the 

organisation's efficient and effective use of resources for goal accomplishment. 

When controls are used diagnostically, they demand efficiency from 

management through its monitoring and evaluation functions. By this, the 

diagnostic uses of budgets help discover variance and facilitate remedial actions 

if needed (Henri, 2006). This translates into improving SOEs performance as 

operating costs may fall below pre-specified targets, as Emsley (2001) 

suggested.  

It also illustrates the extent to which the SOEs in Ghana are significantly 

influenced by the public sector ethos of conformance to predetermined budget 

standards, even though they are meant to be operating with the flexibility and 
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value orientation generally associated with private sector organisations. This 

may be explained by the significant ownership percentage of the Ghana 

government and the government's control of the boards of these SOEs. Thus, if 

SOE management's principal objective is about efficiency, then the diagnostic 

uses of budgets become the most appropriate means of implementing that 

strategic orientation (Simons 2005).  

Specifically, the influence of the diagnostic uses of budgets in SOEs may 

be attributed to several probable reasons. The results establish the prominence 

of a monitoring role in SOEs; reminiscent of public sector ethos where budgets 

are used to promote efficiency and accountability, the hallmark of New Public 

Management (NPM) reforms. The point is that NPM focuses on managing for 

results by setting standards to influence public sector performance, the basis 

upon which diagnostic uses of budgets works, to monitor and measure for 

results.  

However, the study found no evidence of beliefs, boundary and 

interactive use of budget directly influencing SOEs performance. The evidence 

from the result demonstrated that those beliefs systems have no direct impact 

on performance. This may partly be due to the nature of the beliefs and values 

articulated for SOEs, which may not directly or explicitly demand efficiency. 

For instance, the mission of one of the SOEs is ''to make the company a 

commercially focused and compliance-driven organisation''. The nature of these 

values articulated in the mission may not inspire their employees to profitability. 

Focusing on compliance may stifle initiative and encourage employees to do the 

minimum so long as they comply with rules. Although compliance policies serve 

critical internal and sometimes external regulations meant to improve efficiency 
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and performance, overemphasizing compliance may create a risk aversion 

environment that may stifle continuous innovation, a crucial task for improving 

performance. Thus, this vision statement example aligns with the diagnostic and 

boundary use of control systems that emphasise compliance rather than value 

generation. This finding implies that, although there is the presence of beliefs 

systems in SOEs, it is not effective in ways that will impact their performance. 

Similarly, the boundary system was not supported. The insignificant 

result is somewhat surprising given the rules and regulations brought to bear on 

SOEs.  Thus, the results may suggest difficulty establishing accountability, lack 

of credible punishment mechanisms, and the will to implement those rules and 

regulations as enshrined in the boundary systems. The absence of a significant 

relationship between the interactive uses of budgets and performance is 

consistent with prior studies. They found the interactive uses of control not 

significantly related to organizational performance in the private sector context 

(see, for example, Abernethy and Brownell, 1999; Bisbe and Otley, 2004; 

Widener, 2007; Hofmann et al., 2012). Instead, these prior studies found the 

interactive uses of control significantly related to intermediate organizational 

variables and capabilities that have performance implications (Abernethy and 

Brownell, 1999; Bisbe and Otley, 2004; Widener, 2007; Hofmann et al., 2012). 

The findings of this study and prior studies suggest that some intermediate 

variables could be conduits for transmitting the effects of the interactive uses of 

controls to organisational performance. Hofmann et al. (2012) and Widener 

(2007) suggest that the lack of direct effects on performance may be due to the 

cost of the interactive uses of controls.  

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



133 

 

While the findings do not support the direct influence of beliefs, 

boundary and interactive control on performance, the results highlight their 

indirect impact on organisational performance. Thus, the findings support the 

indirect relationship through knowledge management to organisational 

performance. Specifically, the four uses of MCS affect organizational 

performance through the intervening roles of knowledge management and 

psychological empowerment. The result suggests that psychological 

empowerment mediates the relationship between the four MCS uses (beliefs, 

boundary, diagnostic and interactive uses of budgets) and organisational 

performance. While it partially mediated the relationship between the diagnostic 

uses of budgets and organisation performance, it fully mediated the 

relationships between beliefs, boundary and interactive uses of budgets and 

organisational performance. The result thus demonstrates that knowledge 

management and employee psychological empowerment is crucial in leveraging 

the benefits of MCS for improved organisational performance. 

Management control systems uses and knowledge management 

The findings support the argument that MCS uses (comprising beliefs, 

boundary, diagnostic and interactive uses of budgets) positively influence 

organisational knowledge management of SOEs in Ghana. Thus, it suggests that 

SOE beliefs systems stimulate employee motivation to learn, engage in 

knowledge-sharing behaviours, and use the acquired acknowledge for the 

organisation's benefits (Weinberg 2015). Thus the nature of the values enshrined 

in SOEs beliefs systems promotes learning and knowledge sharing and applying 

that knowledge. By virtue of NPM, SOEs have significant learning to 

incorporate private sector practices into managing these hybrid organisations. 

©University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



134 

 

Therefore, the values (beliefs systems) they set for themselves may inspire SOE 

managers to seek and acquire knowledge about private sector practices and 

share such knowledge among themselves. They may need to develop skills 

about competition, market positioning and dynamics, customer service 

orientation, cost-effectiveness and all the ideals of private-sector practices that 

underscore NPM.  

The findings also highlight that interactive uses of budgets facilitate the 

information exchange process, leading to better knowledge acquisition, 

learning, and sharing among SOEs’ employees. The basis of this finding may 

be partly due to the context within which SOE operates, as SOE operation is 

characterised by significant strategic uncertainties from multiple sources, 

including political uncertainties with the attendant ideological shifts depending 

on the party in government. Also, with competition from private sector entities, 

these SOEs forfeit their monopololistic positions in the name of NPM, leading 

to market uncertainties. The implication is that, unlike pure public sector 

organisations, SOEs face strategic uncertainties for which they need a continual 

adaption of their strategies and operations to stay competitive. Therefore, they 

rely on the interactive uses of control to stimulate double-loop learning about 

these uncertainties and their impacts and facilitate the search for knowledge and 

capabilities to adapt, compete, and engage in strategic renewal. Thus, using 

budgets interactively provides them with the dynamic capability to sense the 

uncertainty in their environment, seize the opportunities to learn and share 

knowledge about the environment, and transform existing knowledge and 

capabilities. 
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The study also found boundary systems to be significantly associated 

with knowledge management. Although boundary systems are concerned about 

imposing limits and constraints and represents the traditional view of control 

systems, the result reaffirms the belief that the boundary system motivates the 

search for new ideas in predetermined domains. The work reaffirms the self-

determination theory that, when boundaries are specified for their learning task, 

they shift their attention from the centre to the edges. They explore and acquire 

new knowledge that can then be shared and assimilated into work tasks.  

Without clear boundary systems, SOE managers may seek comfort and security 

in exclusively applying existing knowledge. However, boundary systems allow 

them to explore and generate knowledge within limits set by the boundary 

systems (Spekle et al., 2017). The result reaffirms that SOEs boundary system 

provides direction and enrich employees’ know-how of action-outcome 

relations. 

The results also show the significant role of diagnostic uses of control 

in the knowledge management processes of SOEs. In the diagnostic uses of 

budgets, feedback from variance provides SOE managers with the opportunities 

for stimulating single-loop learning and the search for knowledge about 

techniques that can correct undesirable budget variances and thus, enable them 

to achieve predetermined efficiency levels. Thus, the diagnostic uses of budget 

facilitate the acquisition of knowledge that supports the adjustment of operating 

practices to ensure predetermined goals are met.   

To sum, the findings of this study highlight the dynamic role of MCS in 

SOEs knowledge management processes. Whereas the diagnostic uses focus 

SOE manager's knowledge management practices on achieving predetermined 
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goals (taking for granted the organisation's strategy), the interactive uses 

provide opportunities for questioning the strategy and pursuing strategic 

renewal. This is consistent with the notion of balancing exploitation (with its 

focus on short-term efficiency) with exploration (with its emphasis on 

challenging existing strategies and focusing attention on continual renewal of 

strategy). Opportunities for these balancing acts are created by beliefs systems 

(that inspires and stimulate learning) and boundary systems (that provides limits 

within which learning should take place). Overall, the four MCS complement 

each other in facilitating knowledge management in SOE. 

Management control systems uses and psychological empowerment 

Management control systems use (comprising beliefs, boundary, 

diagnostic and interactive uses of budgets) are significantly positively related to 

employee psychological empowerment. We learn from the results that rather 

than seeking forced compliance, controls enable managers’ autonomy and 

freedom, making them believe in their competence and their ability to make an 

impact (Spekle et al., 2017). Notably, the finding shows consistency with the 

Self-Determination Theory (SDT) view that an employee who feels that he has 

control over his decision choices is more motivated to take an informed action 

necessary for an effective outcome (Ryan & Deci, 2000). The findings thus 

show that MCS leverages its uses to nurture employees’ autonomous 

motivation.  

Contrary to the traditional view that boundary systems take away 

autonomy by restricting actions, the results suggest otherwise. Though a 

boundary system may limit excessive risk-taking by drawing limits for action, 

employees exercise freedom and self-determination within these limits.  
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Clearly, within the context of SOEs, the boundary systems create a setting to 

support both autonomy and organised guidance desired to raise intrinsic 

motivation and self-regulated behaviours (Spekle et al., 2017). 

A general belief is that the diagnostic uses of control force compliance 

to predetermined standards, thereby taking away autonomy and self-

determination as one must follow the rules and standards prescribed. The results 

provide a different perspective, and that is, the diagnostic use of control may 

take away the autonomy in deciding on outcomes (as they are already pre-

specified). However, managers may still exercise autonomy and freedom in 

determining the activities and operational processes of achieving those 

outcomes. Certainly, the results call for SOEs management to consider the 

multiple shades of autonomy in organisations, especially those of a hybrid 

nature such as SOEs. Targets set through diagnostic uses make work 

meaningful, facilitating managers' belief in their self-efficacy to impact. 

Monitoring and reviews enable them to determine their impact. 

The interactive use of budget and psychological empowerment were 

found to have a meaningful relationship. This finding supports the literature 

associating the features fundamental to interactive control use with enhanced 

feelings of psychological empowerment (Spekle et al., 2017; Spreitzer,1996). It 

thus complements Spekle et al. (2017) findings suggesting that the interactive 

control provides a work setting rich with information and inspires employees to 

take purposeful action in directed ways. The significance of access to 

information is that it is an essential antecedent to feelings of psychological 

empowerment (Mahama & Cheng, 2013; Simon, 2000; Spreitzer,1996). 

Therefore, employees participating in the interactive uses of budgets increase 
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access to information through continuous discussions and debates that question 

existing underlying business assumptions, improve the meaningfulness of 

strategic activities, and make individuals contribute to determining the 

organisation's future course. These strengthen their sense of empowerment and 

intrinsically motivate them as they feel valued and feel that their opinions will 

influence outcomes. 

Knowledge management and organisational performance 

The result provides support that SOE management uses corporate 

knowledge management to improve its performance. This is consistent with the 

study’s projection and prior studies. The results also support the dynamic 

capabilities theory’s (DCT) claim that organisational knowledge is a strategic 

asset for a sustainable competitive advantage. Knowledge improves 

organisations ability to integrate, apply internal and external expertise to solve 

internal problems in ways that enhance operational efficiencies, innovation, 

customer satisfaction, profitability, and competitive advantage (Danford, 2013; 

Zheng et al., 2011). Thus, leveraging knowledge management practices to create 

value and enhance organisational learning is crucial (Gold et al., 2001). Tippins 

and Sohi (2003) assert that learning is a trigger for better corporate performance 

and one of many ways to compete in the long run (Widener, 2007). 

Therefore, the result supports the argument that learning can increase 

organisational capabilities, decrease errors, and enable rapid responses to 

change (Gold et al., 2001). Furthermore, knowledge management routines 

reinforce a firm's ability to sense and seize new opportunities to enable 

performance (Han & Li,2015; Teece, 2014).  Consequently, the management of 
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SOEs should continue to leverage the critical knowledge resources available to 

their organisation. 

Psychological empowerment and organisational performance 

The result of the study provides support for the expectation that 

employee psychological empowerment will positively influence organisational 

performance. This result is also consistent with prior studies that suggest that 

employee psychological empowerment directly impacts organisational 

performance (Degago, 2014). Thomas (1994) found that psychological 

empowerment positively impacts employee work effectiveness, job satisfaction, 

and performance. Similar studies have also found significant relationships 

between psychological empowerment and organisational performance (Chiang 

& Hsieh, 2012; Wat & Shaffer, 2005). Thus, the result indicates that 

emphasising employee psychological empowerment promotes organisational 

performance. It is suggested that the management of SOEs should continue to 

improve processes that will facilitate employee empowerment for enhanced 

competitive advantage. 

Chapter Summary 

The current study focused on the uses of MCS by SOEs and their impact 

on organisational performance. The general inference, providing a contribution 

to literature from the present study, is that out of the four MCS uses, only 

diagnostic uses of the budget is directly associated with SOEs' performance. 

The other three (beliefs system, boundary systems and interactive uses of 

budgets) had no direct significant association with organisational performance. 

While beliefs system, boundary systems, and interactive uses of budgets do not 

show a direct link with performance, the findings indicate significant indirect 
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relationships between the four control uses (beliefs systems, boundary systems, 

diagnostic and interactive uses of budget) and organizational performance via, 

knowledge management and psychological empowerment. The results support 

the mediating role of knowledge management and psychological empowerment 

in the relationship between MCS uses and organisational performance in SOEs, 

significant to the current study. The findings in this chapter form the basis upon 

which the contribution and implication of the study are drawn and discussed in 

Chapter Six.  
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CHAPTER SIX 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

The chapter focuses on the summary, conclusions and recommendation 

of the study. The study's main aim was to examine the influence of the 

management control system on SOEs performance in Ghana. In furtherance of 

the purposes, the study sought to accomplish the following specific objectives.  

 To assess the relationship between MCS uses and organisational 

performance 

 To examine MCS uses and their influence on knowledge management 

 To analyse the relationship between MCS and employee psychological 

empowerment. 

 Explore the relationship between knowledge management and 

organisational performance. 

 Examine the relationship between psychological empowerment and 

organisational performance. 

 To assess the mediating roles of knowledge management processes and 

employees' psychological empowerment in the relationship between MCS and 

performance. 

The chapter summarises the significant findings from which conclusions of the 

study are drawn about its contribution to knowledge. Finally, recommendations 

are made to enhance MCS use in SOE management, the study's limitations are 

presented, and areas of future research are identified. 
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Summary of Findings 

The study's principal objective was to examine the relationship between 

MCS and SOEs performance in Ghana. The first objective was to explore the 

relationships between MCS uses and organizational performance. Based on 

structural model results, the effect of MCS on SOEs performance took two 

paths, directly and indirectly, through two intermediate variables; knowledge 

management and psychological empowerment. This finding confirms the 

importance of mediating variables in the relationship between uses of MCS and 

organisational performance. Thus, the study model was empirically supported. 

Objective two was to measure the influence of MCS on knowledge 

management. The sampled managers generally perceived that MCS highly 

impacted knowledge management in SOEs, thus supporting objective two. The 

third objective was to measure the impact of MCS uses on psychological 

empowerment. The study discovered that the use of MCS greatly impacted 

psychological empowerment, thus fulfilling objective three.  The fourth 

objective was to measure the influence of knowledge management on 

organisational performance. The study discovered that knowledge management 

highly influenced the performance of SOEs. The fifth objective was to examine 

the impact of psychological empowerment on organisational performance, and 

the findings show that psychological empowerment immensely impacted the 

performance of SOEs.  The final objective was to measure the mediatory role 

of two intermediate variables; knowledge management and psychological 

empowerment. The results reinforced the importance and mediating functions 

of these two intermediate variables in the relationships between MCS uses and 
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the performance of SOEs. Thus, objective four was supported by the study 

model. 

The Study Contribution 

This study has comprehensively examined how management control systems 

influence SOE performance from the Ghanaian perspective and contributes to 

the literature in many ways. 

Contribution to theory 

First, the study contributes to knowledge about the importance of MCS 

in knowledge practices. While beliefs systems and interactive uses of controls 

are generally associated with knowledge management in the extant literature, 

the study highlights that boundary systems and the diagnostic uses of control 

equally influences knowledge management.  

Second, the study is one of the few studies that have examined the im-

pact of the four MCS uses together in a single model involving SOEs. It pro-

vides evidence of the complementary roles of the four uses of MCS, especially 

concerning knowledge management and psychological empowerment in hybrid 

organisations such as SOEs. 

Thirdly, the study provides a process model that contributes to explain-

ing the pathways by which the four uses of MCS influence organizational per-

formance. It shows that except for the diagnostic uses of a budget that directly 

impacts organisational performance, all the other MCS use effects are transmit-

ted through mediators. 

Finally, the findings extend the MCS literature by providing evidence 

that suggests that intermediate variables mediate the impact of MCS on perfor-

mance.  
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Contribution to practice 

First, the study contributes to improving our understanding of the role 

of MCS in empowering employees and managers.  

Second, the study highlights the importance of the diagnostic uses of 

control. It reveals that SOEs place a relatively high premium on the traditional 

monitoring and evaluation role of management controls.  

Practical Implications and Recommendations of the Study 

Based on the findings presented above, some practical implications are 

noted and recommended for SOEs and possibly Ghana's public sector entities 

and policymakers.  

Implications to management of state-owned enterprises 

First, the study highlights the importance of designing and implementing 

all four uses of MCS. This will allow SOEs to have the full benefits of their 

complementarity effects as the four uses of MCS are relevant and impact 

organisational capabilities in different ways. This is consistent with Simon 

(2000) view that an effective control system must comprise all four uses. 

Second, the study highlights that if the management of SOEs seeks to 

empower managers and employees, they should focus on structural 

empowerment and attach importance to the beliefs employees hold about their 

empowerment (that is, their psychological empowerment). Management control 

systems can prove helpful in developing such empowerment. The study also 

implies that other management intervention that facilitates psychological 

empowerment must be explored. 

Third, the study implies the need for SOE management to invest in the 

knowledge management process. Rather than considering knowledge 
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management practices such as training, conferences, seminars as discretionary, 

the study highlights that they have significant performance benefits and must 

therefore be encouraged and adequately supported by SOE management. 

Implications to policy makers 

The study implies that the direct effect of management control on 

organisational performance is weak, suggesting that intermediary factors play a 

crucial role in their relationship. Consequently, this study encourages 

management and policymakers to invest in systems to enhance MCS to promote 

other organisational factors that may provide useful mediation in improving 

organisational performance for sustained competitive advantage. Importantly, 

since the design and use of MCS may be expensive (Mundy 2010), 

policymakers should find innovative ways to emphasise its uses throughout the 

public sector, evident in its impact on performance. 

Limitation of the Study 

While this research explains the relationship between MCS uses, 

knowledge management processes, employee psychological empowerment, and 

SOE performance, its limitations must be considered when interpreting the 

results. 

First, since the data was collected from self-administered questionnaires, 

common method bias cannot entirely be ruled out even though efforts were 

made to reduce its occurrence. Questions were separated for both dependent and 

independent variables at the questionnaire stage to reduce linkages between the 

questions in line with psychological separation. Additionally, the study tried to 

eliminate the ambiguity of questions by phrasing them in ways that will provide 

clear meaning for each question. In the introductory section of the 
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questionnaires, the respondents were informed that there were no correct or 

incorrect responses. At the analysis stage, the study adopted the unmeasured 

latent method factor technique to uncover and partial out common method bias. 

The method allows researchers to model the impact of common method bias at 

the measurement model level without formerly determining the precise cause of 

the bias. 

Second, though the sample used in the study is adequate for the statisti-

cal analysis undertaken, the study would have benefited from a much large sam-

ple. This was addressed by bootstrapping process to generate 5,000 randomly 

drawn samples with replacement. 

Third, while the study draws on Simons’ LoC framework, the results 

may not be generalisable to other forms of control configurations and use (En-

abling/Coercive and Decision Influencing /Facilitating roles). More so, the fo-

cus has been on budget uses, limiting the ability to generalize the results to other 

forms of management controls systems like performance management, costing 

systems and compensation systems, among others. 

Direction for Future Research 

The following future research avenues are recommended for extending 

the findings of this study. First, the present study obtained a weak direct 

relationship between MCS uses and organisational performance, with only 

diagnostic use directly affecting performance. Replication of the study in a 

different context will enhance the validity and reliability of the findings and 

provide a sound basis for further model development. Second, this study 

focused on the uses of budgets. Future research may investigate other types of 
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controls (such as performance measurement systems, incentive compensation 

systems) on SOEs performance.  

Fourth, the current research has explored associations among constructs 

and cannot conclude with definite statements about causality. Future research 

could use experimental approaches to establish potential causal relationships 

among the focal constructs of the study. 
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APPENDIX A 

CONSENT FORM 

Dear Sir/Madam, 

A Study of Management Control Systems and Performance of State-

Owned Enterprises in Ghana 

You are invited to participate in an academic study that examines how 

management control systems influence performance of state-owned enterprises 

(SOEs) in Ghana. It should take no more than 20 minutes for you to complete 

this survey. 

THE STUDY 

I am interested in understanding how organizations (like yours) use their 

management control systems for employee knowledge management and 

empowerment and the effect of that on your organizational performance.  As a 

manager, you have a vital role to play in improving our understanding of how 

management control systems influence performance. Answers to the attached 

questionnaire will help us in developing a model that will better serve the 

management control needs of yourself and other managers. 

Please answer the attached questions independently of anyone else whom 

you know may have received the questionnaire.  It is important that you 

complete all questions. 

CONFIDENTIALITY AND ETHICS 

Any information obtained from this questionnaire will be treated in strict 

confidence and will be used solely for the purposes of this project. Please be 

assured that the information you provide in this questionnaire will not be 

distributed to any third parties. Your responses are anonymous. As the 
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questionnaires are not labelled, they cannot be traced to any individual. 

Although your responses to this questionnaire would be greatly valued, your 

participation is voluntary.  Completion and return of this questionnaire will be 

regarded as consent. 

If you have any questions regarding ethical aspects of this research, you 

may contact: 

Sulemana Zakaria 

Accounting Department 

University of Cape Coast 

Phone: 0244337896 

Email: zsulemana68@gmail.com  

Thank you very much for your contribution to this important research. 

Yours sincerely, 

Sulemana Zakaria 
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APPENDIX B 

QUESTIONNAIRE 

INSTRUCTIONS 

In this questionnaire, I am interested in measuring the impact of 

management control systems on Organisational performance. Though you may 

feel that it is difficult to generalize, I would like you to answer the questions as 

accurately as you can.  For each of the following questions, please tick the box 

on the scale that best corresponds to your understanding. 

PART A 

1. In responding to the following questions, consider the processes 

and procedures by which your organization develops, gathers and 

communicates information about values, conduct, strategies, key performance 

indicators, processes and outcomes to management at different levels in the 

organization in order to implement your organization’s objectives 

Management Control Systems Uses 

Please rate the extent to which you 

strongly agree or strongly disagree with 

the following: 

Strongly 

Disagree 

 Strongly 

Agree 

1 2 3 4 5 6 7 

BLS-1 The organization's mission 

statement clearly communicates 

core performance values to our 

workforce. 
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BLS-2 Top managers communicate 

performance core values to our 

workforce. 

       

BLS-3 Our workforce is aware of the 

organization’s performance core 

values. 

       

BLS-4 Our mission statement inspires our 

workforce to improve 

performance 

       

BOS-5 Our organization relies on a code 

of business conduct to define 

appropriate performance related 

behaviour for our workforce. 

       

BOS-6 Our code of business conduct 

informs our workforce about 

performance related behaviours 

that is off-limits. 

       

BOS-7 Our organization has a system that 

communicates to our workforce 

performance-related risks that 

should be avoided. 

       

BOS-8 The workforce is aware of the 

organization’s code of conduct 

related to performance. 
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DCS-9 We rely on our budgeting systems 

to track progress towards 

predetermined goals and 

objectives 

       

DCS-

10 

Our budgeting systems are aimed 

at achieving predetermined 

performance results. 

 

       

DCS-

11 

We use our budgeting systems to 

compare actual performance to 

expected results 

       

DCS-

12 

Performance related data from our 

budgeting systems are reported 

through formal reporting 

procedures. 

       

DCS-

13 

Management are inclined not to 

frequently be involved, except on 

an exceptional basis, with data 

from our budgeting systems. 

       

ICS-14 Management often uses 

information from our  budgeting 

system as a means of questioning 

and debating ongoing decisions 
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and actions of managers at all 

levels. 

ICS-15 Our budgeting systems represent a 

continuous process and demand 

regular and frequent attention 

from managers at all levels. 

       

ICS-16 Management uses our budgeting 

system as a means to discuss with 

peers and subordinate’s changes 

occurring in the organization. 

       

ICS-17 The information generated by our  

budgeting system is an important 

and recurring agenda addressed by 

the highest level of management. 

       

ICS-18 The organization budgeting 

system enables managers at all 

levels to continually challenge and 

debate underlying data, 

assumptions and action plans. 

       

ICS-19 Our budgeting systems enable the 

organization to focus on critical 

success factors 

       

ICS-20 The information provided by our 

budgeting system is interpreted 
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and discussed in face-to-face 

meetings with subordinates and 

peers. 

2. In answering the questions below, please consider the meaningfulness 

of your work roles, your autonomy to make judgments about your work, your 

ability to perform a specific task and the impact of your work on organizational 

outcomes. 

Employee Pschological Empowerment 

Please rate the extent to which you 

strongly agree or strongly disagree with 

the following: 

Strongly 

Disagree 

 Strongly 

Agree 

1 2 3 4 5 6 7 

PE-1 The work I do is very important 

to me 

       

PE-2 My job activities are personally 

meaningful to me 

       

PE-3 The work I do is meaningful to 

me 

       

PE-4 I am confident about my ability 

to do my job 

       

PE-5 I am self-assured about my 

capabilities to perform my work 

activities 

       

PE-6 I have mastered the skill 

necessary for my job 
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PE-7 I have significant autonomy in 

determining how I do my job 

       

PE-8 I can decide on my own how to 

go about doing my work 

       

PE-9 I have considerable opportunity 

for independence and freedom 

in how I do my job 

       

PE-10 My impact on what happens in 

my department is large 

       

PE-11 I have a great deal of control 

over what happens in my 

department 

       

PE-12 I have significant influence over 

what happens in my department 

       

 

3. In answering the following questions, please consider how 

knowledge is acquired, applied and shared in your organization 

Knowledge Management 

Please rate the extent to which you strongly 

agree or strongly disagree with the 

following: 

Strongly 

Disagree 

 Strongly 

Agree 

1 2 3 4 5 6 7 

KM-1 The organization has processes for  

workers to acquire meaningful 

knowledge to do their jobs better 
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KM-2 In this organization, processes have 

been put in place for workers to 

generate new knowledge based on 

existing knowledge. 

       

KM-3 In this organization, management 

has put in place processes for 

acquiring knowledge on 

developing new products, 

processes, and services. 

       

KM-4 The organization has processes for 

integrating different sources and 

types of knowledge. 

       

KM-5 The organization has processes for 

transferring organizational 

knowledge to employees. 

       

KM-6 The organization has processes for 

filtering knowledge. 

       

KM-7 The organization has processes for 

applying experiential knowledge. 

       

KM-8 The organization has processes for 

applying knowledge to solve new 

problems. 
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KM-9 The organization has a 

standardized reward system for 

sharing knowledge. 

       

KM-10 The organization designs processes 

to facilitate knowledge sharing 

across functional boundaries.  

       

 

4. When responding to the following items, consider the processes by 

which your organization achieves pre-set performance 

Organisational Performance 

Please rate the extent to which you 

strongly agree or strongly disagree with 

the following: 

Strongly 

Disagree 

 Strongly 

Agree 

1 2 3 4 5 6 7 

OP-1 During the last three years, our 

organization’s response time for 

customer complaints has 

improved 

       

OP-2 During the last three years, our 

organization’s customer 

satisfaction is greater than 

previous years 

       

OP-3 During the last three years, the 

number of suggestions 

implemented has improved 
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NOP-4 During the last three years, time 

to market product and services 

has decreased 

       

NOP-5 During the last three years, the 

number of new products or 

services introduced is greater 

than previous years 

       

NOP-6 The market share of our 

organisation have increased over 

the last three years 

       

OP-8 Our organization’s unit cost of 

production or service has 

decreased during the last three 

years 

       

OP-9 Employee productivity has 

improved significantly during the 

last three years 

       

OP-10 During the last three years, 

turnover of our organization has 

improved significantly 

       

OP-11 During the last three years, our 

organization profitability has 

improved. 
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OP-12 During the last three years, return 

on investment is greater than 

previous years 

       

 

Environment uncertainty 

Please rate the extent to which you strongly 

agree or strongly disagree with the following: 

Strongly 

Disagree 

 Strongly 

Agree 

1 2 3 4 5 6 7 

EU In this industry, the level of 

governmental control has 

significant influence on 

performance 

       

EU  In our industry, the technology of 

products and services changes 

rapidly 

       

EU Our industry has strong 

competition in terms of the quality 

or price of products or services. 

       

EU Our industry has considerable 

diversity with regard to 

competition 
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PART B 

Please answer the following questions.  (Note: Responses will be kept 

strictly confidential) 

1. Please indicate which of the following industries best reflects your 

organization. 

a. Manufacturing     

b. Oil and Gas     

c. Construction     

d. Financial Services     

e. Wholesale, Retail, Distribution   

f. Consultancy     

g. Hospitality      

h. Agriculture     

i. Utilities      

j. Other (Please specify) __________________________ 

2. Approximately, how many full-time employees do you have in your 

organization? (Please circle as appropriate) 

 

a. Fewer than 100     

b. 100 to 250      

c.  251 to 500                                           

d. 501 to 750      

e. 751 to 1000                      

f. 1001 and over                   
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3. Please in which year was the organisation established: 

____________________           

4. Please indicate how long you have been working for this organization: 

____________________  

5. Please indicate how long you have been in your current position: 

______________________  

Please indicate your job title: ______________________ 

Thank you for participating in this research 
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