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Abstract
Purpose – This study aims to reinforce the important role of management control systems (MCSs) in managing
change through adopting a unique approach to the conceptualisation of Simons’ (1995) levers of control,
specifically focussing on the enabling (beliefs and interactive) and constraining (boundary and diagnostic) levers of
control and empirically examining their associationwithmanagement innovation and organisational performance.
Design/methodology/approach – Amail survey questionnaire was used to collect data, with the Dillman
(2007) tailored design method used in regards to the development of questions, and the personalisation and
distribution procedures. A total of 645 questionnaires were distributed to either the Financial Controller or Chief
Financial Officer of manufacturing business units identified in the OneSource database.
Findings – The findings reveal that the use of enabling controls was directly associated with organisational
performance and with three management innovation dimensions (new structures, processes and practices)
with new structures positively associated with organisational performance. It was also found that the use of
constraining controls was indirectly, through the extent of adoption of new management techniques,
associated with organisational performance.
Practical implications – The findings have important implications for managers in respect to how they
use controls to enhance innovation and organisational performance.
Originality/value – The findings highlight the importance of the use of MCS, specifically both enabling
and constraining controls, in facilitating change (management innovation) and performance. Hence, the
findings provide empirical evidence in support of Simons’ (1995, 2000) theoretical assertion that the levers
coexist to provide benefits to organisations.
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1. Introduction
Simons (1987, 1990, 1991, 1994) acknowledges the importance of management control
systems (MCSs) in managing strategic uncertainties and enhancing competitive advantage
with subsequent studies exploring the role of specific types of controls, specifically, the use
of interactive and diagnostic control systems and the four levers of control (beliefs,
boundary, interactive and diagnostic) in managing change and developing new strategic
initiatives. Additional studies have further contributed to the MCS contingency literature by
providing an insight into the impact of a change in strategy on the MCS (Kober et al., 2003,
2007), the two-way relationship between MCSs and strategy, the association between the
professionalism of top management teams on the interactive and diagnostic use of controls
(Naranjo-Gil and Hartmann, 2006) and the use of controls across organisational life cycle
stages (Su et al., 2017).

This study aims to further highlight the important role of MCSs in effectively managing
change, by providing an empirical insight into the association between MCSs with
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management innovation, defined as “the generation and implementation of a management
practice, process, structure or technique that is new to the state of the art and is intended to
further organisational goals” (Birkinshaw et al., 2008). The focus on the relationship between
controls and management innovation is considered pertinent for a number of reasons.
Firstly, Simons (1994, p. 185) refers to the importance of MCSs as levers of organisational
change” and Speklé et al. (2017, p. 73) highlight the importance of understanding how
controls and creativity are related”. Secondly, the role of management is entwined with the
notion of control, with management responsible for taking action that influences employee
behaviour and aligning their interests with organisational objectives. Hence, management
innovation represents the process by which the controls take effect. Finally, the study
addresses calls in the literature to examine the relationship between control systems and
innovation (Malagueno and Bisbe, 2010; Tessier and Otley, 2012). Given “the extant
literature highlights the importance of innovation in ensuring survival and enhancing
competitive advantage (Su and Baird, 2018, p. 2,759)” we also examine the subsequent
impact of management innovation on organisational performance, and both the direct (and
indirect) impact of MCSs on organisational performance (through management innovation).

The study also aims to contribute to the literature by adopting a unique empirical
approach to the conceptualisation of MCS. It is noted here that while in line with Collier’s
(2005) recommendation, many studies have conceptualised MCSs using Simons four levers
of control (beliefs, boundary, interactive and diagnostic), examining the impact of these
levers on organisational performance (Su et al., 2015; Widener, 2007), there is conjecture as to
how the impact of such levers should be considered. In particular, while the majority of
empirical studies have considered specific levers, generally the diagnostic and interactive
levers (Abernethy and Brownell, 1999; Henri, 2006; Simons, 1991; Su et al., 2015, 2017), and
examined the impact of the levers in isolation (Bisbe and Otley, 2004) and Heinicke et al.
(2016) highlights the importance of the interdependencies between the levers of control,
while Speklé et al. (2017) examine the combined use of all four levers of control (i.e. the
intensity of control).

Accordingly, this study aims to operationalise MCS from a different perspective,
addressing calls (Mundy, 2010; Simons, 1995) to contribute to the current literature focusing
on the four levers of control (Kruis et al., 2016; Speklé et al., 2017) by emphasising the use of
two different combinations of these levers of control. Specifically, the study examines the
impact of Simons’ enabling (beliefs and interactive use of controls) and constraining
(boundary and diagnostic use of controls) levers on management innovation and
organisational performance. The focus on these two combinations of the four levers is
considered appropriate for a number of reasons. Firstly, Simons (2000, p. 301) maintains that
the levers work together to benefit a firm. Specifically, the ability of the four levers to
provide an effective control environment, “does not lie in how each is used alone, but rather
in how the forces create a dynamic tension”. In particular, Simons refers to the coexistence of
the constraining (boundary and diagnostic) and enabling (beliefs and interactive) levers.
Secondly, this approach is consistent with the literature, which conceptualises control as a
system of control practices (Simons, 1995; Speklé et al., 2017). Finally, this approach is in line
with the configuration approach, which recommends investigating the “multidimensional
arrangements of interrelated components” (Bedford andMalmi, 2015, p. 3).

Previous studies, which have examined MCSs using Simon’s levers of control framework
have tended to be theoretical (Tessier and Otley, 2012) or case study based (Granlund and
Taipaleenmaki, 2005; Kober et al., 2007; Mundy, 2010; Simons, 1991, 1994; Tekavcic et al.,
2008; Tuomela, 2005; Widener, 2007). Hence, while there are theoretical assertions (Simons,
1995, 2000) or case-based studies (Mundy, 2010), which examine specific combinations of

Organisational
performance

359



Simons’ levers of control, with the exception of Speklé et al. (2017), who found that the
combined use of all four levers was positively associated with employee empowerment and
creativity and Kruis et al. (2016), who identified how different combinations of the four
levers of controls correspond to different strategic challenges, the empirical evidence
relating to the combination of the levers is sparse. Accordingly, this study aims to extend
the empirical evidence in this domain by examining the association between enabling and
constraining levers with management innovation and organisational performance.

The study conceptualises management innovation using Volberda et al.’s (2013)
integrative framework of management innovation, which focusses on the four dimensions
referred to by Birkinshaw et al. (2008) i.e new managerial practices, processes,
organisational structures and managerial techniques. This approach enables us to
contribute to the contingency literature examining the factors influencing different aspects
of management innovation, including management techniques i.e. management accounting
practices (Naranjo-Gil et al., 2009). Management innovation plays a significant role in
enhancing competitive advantage (Hamel, 2007; Mol and Birkinshaw, 2006), and hence, can
assist organisations in improving organisational performance. Accordingly, the study will
examine the mediating role of management innovation in the association between the
enabling and constraining levers with organisational performance. Specifically, relying on
Hamilton and Chervany’s (1981) assertion that the effect of management initiatives
indirectly influences organisational performance through the ability to improve
organisational processes, it is argued that the enabling and constraining levers influence
organisational performance through management innovation.

While the empirical analysis will examine the association between the enabling and
constraining levers with all four dimensions of management innovation, as there is no
developed theory to associate the levers with each dimension we do not develop separate
hypotheses. Rather, this analysis is considered exploratory and we develop one hypothesis
in relation to the association between the enabling and constraining levers with
management innovation.

2. Literature review and hypotheses development
2.1 Simons’ (1995) levers of control
Simons (1995) developed a system of four levers of control (beliefs, boundaries, interactive
and diagnostic), which are integrated to achieve the business strategy (Simons, 2000, p. 301).
In reference to the need to consider the complementarity of these levers, Simons (2000) refers
to two categories of levers, enabling and constraining. The enabling levers consist of beliefs
and the interactive use of controls. Beliefs refer to “the explicit set of organisational
definitions that senior managers communicate formally and reinforce systematically to
provide basic values, purpose and direction for the organisation” (Simons, 1995, p. 34).
Beliefs systems encourage the exploration of new opportunities. Interactive control systems
are “used to stimulate search and learning, allowing new strategies to emerge as
participants throughout the organisation respond to perceived opportunities and threats”
(Tekavcic et al., 2008, p. 98). The interactive lever facilitates face-to-face discussions at
different hierarchical levels, subsequently promoting organisational learning and
innovation. Simons (2000, p. 304) indicates that these two enabling levers “create intrinsic
motivation by creating a positive informational environment that encourages information
sharing and learning”.

Alternatively, the constraining levers consist of boundaries and the diagnostic use of
control. The boundaries define the domain in which organisational participants can operate
(Simons, 1995, p. 39), thereby restricting undesirable behaviour and limiting organisational
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risk. Diagnostic control systems are used to motivate employees, monitor their performance,
and provide appropriate rewards to ensure they work towards organisational goals. Simons
(2000, p. 304) suggests that these two constraining levers provide “explicit goals, formula-
based rewards and clear limits to opportunity seeking behaviour”.

As previously mentioned this study focuses on the impact of the enabling and
constraining levers on two desirable organisational outcomes, organisational performance
and management innovation with Sections 2.2 and 2.4, respectively, discussing the nature of
the association between the levers with these two outcomes.

2.2 The association between the enabling and constraining levers of control with
organisational performance
Amidst evidence that different types of controls, specifically the levers of control, are
interrelated (Heinicke et al., 2016; Mundy, 2010; Tuomela, 2005; Widener, 2007), and to
address calls for further research addressing the impact of Simons (1994) four levers, we
hypothesise how specific configurations of Simons (1995) four levers of control combine to
influence organisational performance.

Simons (1995) suggests that both the constraining (boundary and diagnostic) and
enabling (beliefs and interactive) levers can have a positive influence on organisational
performance with the constraining levers facilitating control and the enabling levers
facilitating experimentation and creativity (Mundy, 2010, p. 500). The constraining levers
focus on defining an organisations operating domain and monitoring its performance to
ensure efficiency and effectiveness. Speklé et al. (2017, p. 74) refer to constraining controls as
providing “structure by placing limits on inappropriate behaviours, setting clear targets and
expectations, and monitoring feedback”. Alternatively, the enabling factors focus on
establishing strong internal values and extensive communication and integration
throughout the organisation, so as to enable the organisation to take advantage of
opportunities and to cope with any threats to the organisation. While the constraining
factors create negative energy and the enabling factors create positive energy, Simons (2000)
maintains that they are both essential to enhance organisational performance.

Hence, Simons (2000) argues that an effective control system relies on the use of all four
levers with the use of the constraining and enabling levers expected to facilitate the two
objectives of monitoring performance to enhance efficiency and effectiveness and
encouraging creativity to enhance performance. We, therefore, hypothesise that a more
extensive focus on the use of enabling and constraining levers of control will result in higher
organisational performance:

H1a. The extent of use of enabling levers of control will be positively associated with
organisational performance.

H1b. The extent of use of constraining levers of control will be positively associated
with organisational performance.

2.3 Management innovation
Management innovation refers to the changes in the operational practices of management
(Vaccaro et al., 2012), with new management practices introduced in an attempt to enhance
organisational performance. In line with Volberda et al. (2013), we conceptualise
management innovation in respect to four dimensions: the rules and procedures, tasks and
functions (new managerial practices), systems and performance assessment
(processes), organisational structures and techniques. In respect to techniques, as in
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Naranjo-Gil et al. (2009), we refer to the use of specific management accounting practices
focussing on the following nine practices: benchmarking, activity-based management,
activity-based costing, the balanced scorecard, quality costing, value chain analysis, total
quality management, key performance indicators and strategic cost management.

Management innovation can enhance the effectiveness and efficiency of internal
organisational processes, improve productivity and enhance competitiveness (Hamel, 2006;
Mol and Birkinshaw, 2009; Volberda et al., 2013; Walker et al., 2010). Similarly, Mol and
Birkinshaw (2009) assert that the introduction of new management practices can contribute
to improving organisations’ productivity and retaining competitiveness. This study is
motivated to observe the association between the use of the enabling and constraining levers
of control with management innovation and the subsequent impact of management
innovation on organisational performance.

2.4 The association between the enabling and constraining levers of control with
management innovation
In discussing the association between the levers of control and management innovation it is
important to reflect on the context of the apparent paradox between Simons levers of
controls, which focus on control (constraining levers) and creativity (enabling levers). First,
in respect to the enabling levers, belief controls reinforce the mission and core values of the
organisation. Management’s awareness of such values and beliefs can motivate
“organisational participants to search for and create opportunities to accomplish the overall
mission of the firm” (Simons, 2000, p. 303), thereby, serving to facilitate management
innovation. Similarly, the interactive approach to using controls ensures widespread
discussion and communication amongst employees, thereby, facilitating greater
experimentation and creativity (Simons, 2000). Speklé et al. (2017, p. 74) refer to enabling
controls as “positive types of control that offer autonomy support by allowing employees
freedom of choice in selecting their courses of action”. Hence, as argued in Speklé et al. (2017)
in relation to creativity, we argue that enabling controls provide the autonomy support for
creativity or as is the case in our study, management innovation. We, therefore, hypothesise
that the extent of use of enabling controls will enhance the level of management innovation:

H2a. The extent of use of enabling levers of control will be positively associated with
management innovation.

Alternatively, boundary controls highlight the specific areas that must be avoided, and
hence, place restrictions on management in respect to the span of operations, while the focus
of diagnostic controls on managing the performance of employees and the achievement of
goals is also thought to limit the innovative capacity of management. For example, Amabile
(1988) reported that such constraining controls restrict employees’ creativity, and therefore,
stifle product innovation. Hence, while control is required to ensure efficient and effective
operations (Collier, 2005; Zhou and George, 2003), there is a belief that such controls restrict
behaviour and cause employees to refrain from innovative activities.

However, while it may be argued that the constraining levers (boundary and diagnostic)
restrict creativity and innovation, these factors provide management with the stability in
performance required to explore opportunistic possibilities. Hence, the stronger the overall
control in respect to both maintaining control over performance and the values and beliefs
of the organisation, the greater the opportunity for management to explore their creative
side i.e management innovation. For example, many studies have reported that formal
management accounting and control systems (MACS) may contribute to innovation with
Simons (1995), Speklé et al. (2017) and Bisbe and Malagueno (2009) suggesting that the
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tension between different types of formal MACS encourage innovation. Accordingly,
consistent with Speklé et al. (2017), we argue that the constraining controls provide the
structure to support such innovation, and therefore, hypothesise that management
innovation will be stronger when there is a greater focus on the use of constraining levers of
controls:

H2b. The extent of use of constraining levers of control will be positively associated
with management innovation.

2.5 The association between management innovation and organisational performance
Management innovation plays an essential role in enhancing the efficiency and effectiveness
of organisational internal processes (Walker et al., 2010). Specifically, compared to
technological and product innovations, management innovation is more systemic, and more
difficult to observe and imitate, thereby, leading to organisational long-term competitive
advantage (Hamel, 2006, 2007).

According to the performance gap theory (Zaltman et al., 1973), management innovation
is introduced to reduce the gap between what an organisation is actually achieving and
what it can potentially achieve. Similarly, organisational behavioural theory (Cyert and
March, 1963) suggests that organisations introduce new practices to fill a performance gap,
while Birkinshaw et al. (2008) argued that while management innovation is risky and costly
it will ultimately improve organisational performance. Mol and Birkinshaw (2009)
consideredmanagement innovation as a goal-oriented activity, which intends to improve the
performance of organisations reporting a positive association between the adoption of new
management practices and productivity growth. While there is little empirical evidence in
regards to the association between the adoption of management innovation and
organisational performance, such an association has been well evidenced in practice, with a
number of firms becoming their industry leaders through management innovation. For
example, the long-term leading organisation in the car industry, Toyota, remains in a
dominant position in such a competitive industry because of its management innovations
including just-in-time and target costing (Mol and Birkinshaw, 2006). Similarly, General
Motors achieved their success because of the innovation in their organisational structure,
while Ford developed their competitive advantage through the introduction of the moving
assembly line, which streamlined their production processes (Mol and Birkinshaw, 2006).
Accordingly, we hypothesise that organisational performance will be enhanced by
management innovation:

H3. Management innovation will be positively associated with organisational
performance.

2.6 The mediating role of management innovation in the association between enabling and
constraining levers of control with organisational performance
In line with the above discussion, which outlines the association between the extent of use of
the enabling and constraining levers of control with management innovation and its
subsequent impact on organisational performance, it is maintained that management
innovation mediates the association between the use of the enabling and constraining levers
of controls with organisational performance. Specifically, it is argued that the impact of
controls, specifically the enabling and constraining levers of controls, is operationalised or
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enacted through the implementation of management initiatives, which, in turn, results in
enhanced organisational performance.

H4. Management innovation mediates the association between the extent of use of
enabling and constraining levers of control with organisational performance.

3. Method
A mail survey questionnaire was used to collect data, with the Dillman (2007) tailored
design method used in regards to the development of questions, and the personalisation and
distribution procedures. A total of 645 questionnaires were distributed to either the
Financial Controller or Chief Financial Officer of Australian manufacturing business units
identified in the OneSource database[1]. These respondents were chosen because of their
knowledge of controls and innovation within their units. We focussed on the manufacturing
sector as because of the increasing level of automation and the introduction of contemporary
manufacturing technologies in this industry, management innovations emerge and become
pertinent to respond to the changingmanufacturing environment. A total of 174 (27 per cent)
questionnaires were returned, 92 (14 per cent) from the initial mail out and a further 82 (13
per cent) in response to the follow-up mail out. The absence of any significant differences in
the mean variable scores for early and late respondents indicated that non-response bias
was not a problem (Roberts, 1999).

3.1 Measurement of variables
3.1.1 Enabling and constraining levers of control. Each of Simons’ (1995) levers of control
were measured using established instruments with respondents required to indicate the
extent to which a series of statements reflected practices within their business unit, using a
five-point Likert scale with anchors of “1=Not at all” and “5=To a great extent”
(Appendix). Specifically, the measures for boundary and beliefs controls were adopted from
Widener’s (2007) while the interactive and diagnostic controls were measured using the
instrument used by Su et al. (2015) (Appendix). The enabling (constraining) use of control
was calculated as the average score for the beliefs and interactive (boundary and diagnostic)
levers, with higher (lower) scores indicating that they were used to a greater (lesser) extent.

3.1.2 Management innovation. As mentioned previously we used Volberda et al.’s (2013)
integrative framework to measure the four dimensions of management innovation (new
practices, processes, structures and techniques). The first three of these four dimensions
were measured using Vaccaro et al.’s (2012) six-item scale with respondents required to
indicate their agreement with six statements (two for each dimension) concerning their
business unit’s level of management innovation, using a five-point Likert scale with anchors
of “1=Strongly Disagree” and “5=Strongly Agree” (Appendix).

The fourth dimension of management innovation, the focus on new managerial
techniques was measured based on the extent to which the nine contemporary innovative
management initiatives had been used in respondents’ business units over the past three
years (Appendix). This approach is consistent with Su and Baird (2018), who measured a
fourth dimension of management innovation based on the extent of use of six innovative
management initiatives. However, compared to Su and Baird (2018), this study provides an
improved measure by incorporating nine contemporary innovative management initiatives.
A five-point Likert scale was used with anchors “1=Not at all” and “5=To a great extent”
with the focus on new managerial techniques measured as the average score across the nine
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practices (ranging from 1 to 5), with higher (lower) scores representing a higher (lower)
extent of management innovation.

3.1.3 Organisational performance. The organisational performance was measured as the
average score across a six-item adapted version of Kaynak and Kara’s (2004) instrument.
Respondents were asked to indicate the extent to which they agreed with each statement
(Appendix) using a five-point scale with anchors of “Strongly Agree” and “Strongly
Disagree”.

4. Results
Table I provides descriptive statistics including the mean, standard deviation and the
minimum and maximum values for each of the variables. The mean scores in Table I
indicates a relatively high level of use of Simons’ enabling and constraining levers of control
and organisational performance in Australian manufacturing organisations. Table I also
reveals that Australian manufacturing organisations adopt management innovation to a
moderate extent, with the highest level of management innovation involving the
implementation of new managerial practices, followed by new managerial processes,
structures and techniques.

In assessing the reliability of the measures, Table I shows that the scale reliability for all
variables except for the new managerial processes are considered acceptable, with
Cronbach’s alpha scores above or just below 0.7 (Nunnally, 1978). Given the low Cronbach’s
alpha score for new managerial processes, only one item (i.e. respondents’ agreement that
their organisation regularly implements new management systems) in the initial two-item
measure was used in the final measurement of newmanagerial processes.

4.1 Path analysis
Structural equation modeling was used to examine the association between the enabling and
constraining levers of control with the adoption of management innovation and
organisational performance. In line with Anderson and Gerbing (1988), insignificant paths
were removed until all remaining paths were significant and the overall (reduced) model was
a good fit. The results are provided in Figure 1 and Table II. The four benchmark fit
indices (CMIN/DF = 1.01; GFI = 0.98; AGFI = 0.95 RMSEA = 0.01) indicate a good fit of the
model[2].

Table II and Figure 1 reveal a positive association between the extent of use of the
enabling levers of control and organisational performance (b 5 0.23; p=0.00) thereby
providing support for H1a. The extent of use of enabling controls was also found to be
positively associated with three of the four dimensions of management innovation including
new managerial practices (b 5 0.49, p=0.00), new managerial processes (b 5 0.52;

Table I.
Descriptive statistics

N Mean SD
Minimum actual
(theoretical)

Maximum actual
(theoretical)

Cronbach’s
alpha

Enabling levers of control 173 3.52 0.84 1.42 (1) 5.00 (5) 0.91
Constraining levers of control 173 3.82 0.77 1.50 (1) 5.00 (5) 0.88
New managerial practices 173 3.27 0.82 1.00 (1) 4.50 (5) 0.66
New managerial processes 173 2.79 0.92 1.00 (1) 5.00 (5) 0.50
New organisational structures 173 2.68 0.93 1.00 (1) 5.00 (5) 0.71
New managerial techniques 173 2.61 0.49 1.97 (1) 4.16 (5) 0.79
Organisational performance 173 3.68 0.73 1.83 (1) 5.00 (5) 0.78
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p=0.00) and new organisational structures (b 5 0.53; p=0.00). Hence, H2a is partially
supported. In respect to the constraining levers of control, there was no direct association
with organisational performance, thereby resulting in the rejection of H1b. However, the
extent of use of constraining controls was positively associated with the new managerial
techniques dimension (b 5 0.53; p=0.00), providing partial support for H2b. Finally, the
new organisational structures dimension was negatively associated with organisational
performance (b 5 �0.13; p=0.04), while the new managerial techniques dimension was
positively associated with organisational performance (b 5 0.23; p=0.00) thereby
providing partial support forH3.

Figure 1.
Results for all
hypotheses

Table II.
Results of the
analysis for the
association between
enabling and
constraining levers of
control with the
adoption of
management
innovation and
organisational
performance

Regression path
Standardised

b
Standardised

error
Critical
ratio p-value

Enabling levers! organisational performance 0.23 0.08 3.06 0.00
Enabling levers! new managerial practices 0.49 0.06 7.61 0.00
Enabling levers! new managerial processes* 0.52 0.07 7.02 0.00
Enabling levers! new organisational structures 0.53 0.07 7.12 0.00
Constraining levers! new managerial techniques 0.53 0.06 8.33 0.00
New managerial structures! organisational performance �0.13 0.06 �2.08 0.04
New managerial techniques! organisational performance 0.23 0.08 3.12 0.00

Goodness of Fit Statistics**
CMIN/DF 1.01
GFI 0.98
AGFI 0.95
RMSEA 0.01

Notes: *As mentioned in the main text due to the low Cronbach’s alpha scores only one item of the two in
the initial measurement was used in the model. Alternative analysis was also conducted using the deleted
item as the measure of managerial processes with identical associations found; **the acceptable cut-off
scores for CMIN/DF, GFI, AGFI and RMSEA are lower than 3, higher than 0.95, higher than 0.95 and lower
than 0.05, respectively
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The bootstrapping with bias-corrected confidence intervals method (MacKinnon et al.,
2002) was used to test the mediating effect of management innovation. However, due to the
lack of association between new managerial practices and processes with organisational
performance, the mediation test was only applied in respect to the new organisational
structures and new managerial techniques dimensions of management innovation. Table III
indicates that the adoption of new organisational structures mediates the positive
association between the extent of use of enabling controls and organisational performance
as the confidence interval (CI) [lower bound (LB) of 0.01 and upper bound (UB) of 0.32] does
not cross zero. Similarly, the new managerial techniques mediates the positive association
between the extent of use of constraining controls and organisational performance as the
confidence interval (CI) [lower bound (LB) of 0.04 and upper bound (UB) of 0.22] does not
cross zero. Accordingly,H4 is partially supported.

Given the mediating role of new managerial techniques, which is represented by the
extent of adoption of nine management accounting practices, an additional exploratory
analysis was undertaken to explore the mediating role of each of the nine practices
independently. The results here revealed that seven practices (benchmarking, activity-based
management, balanced scorecard, quality costing, total quality management, key
performance indicators and strategic cost management) were found to mediate the
association between the extent of use of constraining controls and organisational
performance Table IV. Table III.

Bootstrapped
regression analysis

of the mediation
effect of new
managerial

techniques on the
association between

enabling and
constraining levers of

control and
organisational
performance

Organisational performance
LB 95% CI UB 95% CI

Enabling levers of control 0.01 0.32
Constraining levers of control 0.04 0.22

Table IV.
Results of the

analysis for the
mediating role of
each of the seven
practices in the

association between
constraining levers of

control and
organisational
performance

Regression path
Standardised

b
Standardised

error
Critical
ratio p-value

Constraining levers! benchmarking 0.46 0.11 4.12 0.00
Constraining levers! activity based management 0.43 0.11 3.84 0.00
Constraining levers! balanced scorecard 0.62 0.12 5.15 0.00
Constraining levers! quality costing 0.36 0.12 3.02 0.00
Constraining levers! total quality management 0.67 0.13 5.33 0.01
Constraining levers! key performance andicators 0.68 0.09 7.43 0.00
Constraining levers! strategic cost management 0.69 0.12 5.62 0.00
Benchmarking! organisational performance 0.17 0.05 2.69 0.01
Activity based management! organisational performance 0.17 0.45 3.71 0.00
Balanced scorecard! organisational performance 0.11 0.04 2.58 0.01
Quality costing! organisational performance 0.12 0.04 2.71 0.01
Total quality management! organisational performance 0.09 0.04 2.08 0.04
Key performance indicators! organisational performance 0.15 0.05 2.83 0.01
Strategic cost management! organisational performance 0.16 0.04 3.88 0.00
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5. Discussion and conclusion
This study set out to contribute to the literature examining the role of MCSs in managing
change and enhancing performance. Specifically, the study sought to examine the
association between Simons’ (1995) levers of control with management innovation and
organisational performance. In doing so, the study used a unique perspective in respect to
the levers of control, focussing on two combinations of the four levers i.e. enabling (beliefs
and interactive) and constraining levers (boundary and diagnostic). Hence, the objective of
the study was to examine the association between Simons’ (1995) enabling and constraining
levers with organisational performance and to examine the mediating role of management
innovation in this association. The findings have significant implications for future research
in the MCS domain, highlighting the important role of MCSs in facilitating management
innovation and organisational performance, and suggesting that future researchers should
consider the combination of Simons’ (1995) levers of control. Similarly, from a practitioner’s
perspective, the findings provide an insight into how managers can use controls and
management innovation in an attempt to enhance organisational performance.

The specific findings indicate that the levers of control exhibit a positive association with
all four dimensions of management innovation, with the extent of use of the enabling levers
found to influence the level of three of the four dimensions of management innovation (new
managerial practices, new managerial processes and new managerial structures) and the
extent of use of constraining levers exhibiting a positive association with the other
management innovation dimension, new managerial techniques. In particular, it is revealed
that the more intense use of enabling controls (beliefs and interactive use of controls)
facilitates innovation in respect to roles and procedures, tasks and functions (new
managerial practices), systems and performance assessment (new managerial processes)
and new managerial structures, while the more intensive use of constraining controls
(boundaries and the diagnostic use of controls) facilitates the use of new managerial
techniques, with the latter operationalised in respect to nine management accounting
practices (benchmarking, activity-based management, activity-based costing, the balanced
scorecard, quality costing, value chain analysis, total quality management, key performance
indicators and strategic cost management).

The findings highlight the importance of MCSs in facilitating change by highlighting the
role of both enabling and constraining controls in facilitating an active environment in
which management innovation can flourish. Hence, the findings provide empirical evidence
to support Simons’ (1994, 2000) theoretical assertion that MCSs are important levers of
change (), and that the levers coexist to support innovation and growth. Furthermore, the
observed relationships suggest that management innovation represents a means by which
these controls are enacted with the more intense use of controls, both enabling and
constraining, facilitating the introduction of changes in the operational practices of
organisations.

While the current study provides a preliminary insight into the role of these controls in
enacting change (i.e. management innovation), future studies may explore this relationship
further. In particular, given that the current study only found that enabling and constraining
levers of controls are significantly associated with specific dimensions of management
innovation, in response to Simons’ (2000) reference to the dynamic tension and balance
between controls, future studies may consider how enabling and constraining controls
“work together simultaneously in balance” (Heinicke et al., 2016) to influence management
innovation. Furthermore, in line with Bisbe et al. (2007), future studies may look to improve
the conceptual specification of the use of enabling and constraining controls.
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The extent of use of constraining controls was also found to influence organisational
performance, albeit indirectly through the use of new management techniques. Hence, our
study demonstrates that while there is no direct association between the constraining lever
of controls and organisational performance the use of constraining controls can still enhance
organisational performance through its impact on new management techniques.
Accordingly, it is suggested that managers should consider incorporating constraining
controls (i.e. boundary and diagnostic controls) to a greater extent.

The use of enabling controls was found to influence organisational performance,
both directly and indirectly through new organisational structures. However, while a
more intense focus on the enabling levers leads to enhanced organisational
performance and enhances innovation in respect to the implementation of new
managerial structures, surprisingly the new managerial structures exhibited a negative
impact on organisational performance. This finding implies that constant changes in
the organisational structure and/or the intra- and inter-department communication
channels may cause unwarranted disruption, which has a negative impact on
organisational performance. Accordingly, while managers are encouraged to use
enabling controls (interactive and beliefs) to a greater extent because of their positive
direct impact on organisational performance, organisations should try to minimise the
extent to which the enabling levers enact changes in managerial structures. In addition,
the lack of significant associations between managerial practices and managerial
processes with organisational performance is surprising, and together with the
negative finding in respect to managerial structures suggests that future studies should
further investigate the impact of management innovation on organisational
performance.

The findings reinforce the claims of many authors who suggest focussing on MCSs
as a package of controls (Alvesson and Karreman, 2004; Bedford and Malmi, 2015;
Herath, 2007; Malmi and Brown, 2008; Mundy, 2010; Nilsson, 2010; Sandelin, 2010).
This has important implications for researchers, for while previous studies have
primarily considered the impact of specific levers in isolation (Abernethy and Brownell,
1999; Henri, 2006; Su et al., 2015), the findings imply that future studies should consider
the influence of the use of these levers in combination, specifically, the extent of use of
the enabling and constraining levers. Future studies may consider the futility of using
these combinations as opposed to alternative conceptualisations such as Speklé et al.’s
(2017) intensity of control measure, which considers all four levers together and/or
Heinicke et al.’s (2016) call to empirically consider the interdependencies of the levers.
From a practitioner perspective, as managers are responsible for implementing the
processes, which enact controls, it is suggested that they need to have a broader
perception of control. Specifically, rather than considering the specific impact of each of
the four levers of control on management innovation, they need to consider how they
combine as constraining and enabling levers to influence specific dimensions of
management innovation. Furthermore, in line with Heinicke et al. (2016), managers
should consider the interdependencies between the levers and how the levers can be
integrated to advance management innovation and performance.

The findings extend previous studies, which have demonstrated the impact of
management innovation on organisational outcomes (Hamel, 2006; Mol and Birkinshaw,
2009; Volberda et al., 2013; Walker et al., 2010), in particular, by highlighting its role as a
mediator in the association between the enabling and constraining levers of control with
organisational performance. Specifically, it was found that these associations were mediated
by the new managerial structures and the new techniques dimension of management

Organisational
performance

369



innovation, which represents the combined use of nine management accounting practices.
Hence, while the use of enabling controls has a positive influence on organisational
performance, the association is also through the use of new managerial structures,
which surprisingly exhibited a negative impact on performance suggesting that
managers should aim to minimise the extent of change in organisational structures.
Similarly, the impact of the constraining levers of control on performance is enacted
through the use of new managerial techniques. Interestingly, additional analysis of the
independent influence of these nine practices on the association revealed that seven of
these practices were found to influence organisational performance. Consequently, in
line with the literature referring to the use of management accounting practices as a
package (Malmi and Brown, 2008; Sandelin, 2008), it is implied that it is both the
combined use of these practices and the use of specific practices, which contributes to
organisational performance. However, while it is suggested that managers should focus
on using a number of practices, this analysis is preliminary, and hence, it is
recommended that future researchers conduct a more detailed examination of the
mediating role of organisational structures and specific managerial techniques in the
association between the use of enabling and constraining controls with organisational
performance.

While the results of this study shed some light on the role of the levers of control as an
antecedent of management innovation and organisational performance, it is acknowledged
that the generalisability of the findings may be limited due to the methodology applied and
the sample selected. In particular, in addition to the usual limitations of the survey method
including the use of simplified closed-ended questions, and poor response rates, there are
concerns in regard to social desirability bias and common method bias. These concerns were
alleviated somewhat due to the relatively high response rate obtained (27 per cent), the full
ranges on the variables, which suggests that social desirability response bias is not an
impediment, and the fact that using Harman’s (1967) single factor test the highest
Eigenvalue value only accounted for 31.1 per cent of the variance, which is less than the 50
per cent threshold used to indicate commonmethod bias problems (Podsakoff et al., 2003). In
addition, given our data is cross-sectional, there are concerns that our lack of findings may
be attributed to the time lag required for the impact of management innovation to take effect
on organisational performance. Accordingly, future longitudinal studies may be undertaken
to consider such effects. Future studies may also consider using more comprehensive
measures of management innovation and performance, which are less ambiguous in respect
to the timeframe captured. For example, future studies could rely on archival data and
measure organisational performance using objective performance indicators such as return
on assets and Robin’s Q values in line with King and Lenox (2002). The use of such objective
measures could effectively solve the ambiguity issue in relation to the timeframe captured,
and potentially reduce commonmethod bias.

Notes

1. Business units with more than 100 employees were randomly chosen. Business units with less
than 100 employees were not considered to be large enough to have a sufficient focus on MCSs
and management innovation.

2. The acceptable cut-off scores for CMIN/DF, GFI, AGFI and RMSEA are lower than 3 (Kline,
2005), higher than 0.95 (Jöreskog and Sörbom, 1984) and lower than 0.05 (Browne and Cudeck,
1993), respectively.
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Appendix

Measurement of variables

(1) Boundary controls:
� A code of conduct informs the workforce about off-limits behaviour.
� The organisation communicates to the workforce risks that should be avoided.
� A code of conduct defines appropriate behaviour for the workforce.
� The workforce is aware of the organisation’s code of conduct.

(2) Beliefs controls:
� Amission statement communicates the organisation’s core values.
� Top management communicates core values.
� The workforce is aware of core values.
� The mission statement inspires the workforce.

(3) Interactive approach:
� There is a lot of on-going interaction between operational management and senior

managers in the performance management systems process.
� Performance measurement systems are used regularly in scheduled face-to-face

meetings between operational and senior managers.
� Performance measurement systems are often used as a means of developing

ongoing action plans.
� Performance measurement systems generate information that forms an important

and recurring agenda in discussions between operational and senior managers.
� Performance management systems are used by operational and senior managers to

discuss changes that are occurring within the business unit.
� Performance measurement systems are often used as a means of identifying

strategic uncertainties.
(4) Diagnostic approach:

� Track progress towards goals and monitor results.
� Review performance.
� Plan how operations are to be conducted in accordance with the strategic plan.
� To identify significant exceptions from expectations and take appropriate actions.

Management innovation

(5) Managerial practices:
� Rules and procedures within our organisation are regularly renewed.
� We regularly make changes to our employees’ tasks and functions.
� Managerial processes
� Our organisation regularly implements new management systems.
� The policy with regard to employee compensation has been changed in the past

three years.
(6) Managerial structure:

� The intra- and inter-departmental communication structure within our organisation
is regularly restructured.

� We continuously alter certain elements of the organisational structure.
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(7) Managerial techniques:
� Benchmarking.
� Activity-based management.
� Activity-based costing.
� Balanced scorecard.
� Quality costing.
� Value chain analysis.
� Total quality management.
� Key performance indicators.
� Strategic cost management.

Organisational performance
� Profit goals have been achieved.
� Sales goals have been achieved.
� Return on investment goals have been achieved.
� Our product(s) are of a higher quality than that of our competitors.
� We have a higher customer retention rate than our competitors.
� We have a lower employee turnover rate than our competitors.
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