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Abstract 
This is a case study of how management control system is implemented in multi international R6D 
focused companies in Greater Copenhagen. The focus has been to see if the implementations of 
management control system with a focus on the indirect control systems are in line with the current 
research, in the aspect of promoting innovation. A literature review of known frameworks and related 
theories as well as a focused study of the latest publications within the area was preformed and 
presented. The study includes data collection from interviews and analysis of three companies, all 
with a major office or headquarter in Greater Copenhagen. 

The findings from the study is that mature companies in the Greater Copenhagen region are well 
aligned with latest research in some areas within cultural and personnel control. Clear similarities 
can be seen for almost all areas. However, differences do exist in ways of rewarding innovation, 
codes of conduct, physical arrangements, job rotations and trainings. 
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1 Introduction 
1.1 Background 
The region of Greater Copenhagen consists of a relatively densely populated region consisting of 
Scania in Sweden and Zealand in Denmark. 

The region is characterized with an open environment with extensive access to research and 
universities. However, in an international perspective Greater Copenhagen may be considered a 
high cost region to establish R&D operations in due to high labor costs. Hence, it may be one of 
many critical success factors for companies considering deployment of operations in the region to 
understand how to design and adapt the management control systems to the regional culture. 
Adaptations are necessary to promote an efficient organization without cultural friction and 
organizational tension in the intersection of control systems and innovation. 

The direct control methods such as action control and results control are not as sensitive to the 
cultural aspects or to the environments as the design of cultural and personnel controls are. This 
thesis is targeting to create an understanding of the implementation of cultural and personnel 
controls in R&D organizations in the region. To understand how the control systems are designed, in 
a wider context, and what similarities and differences are observed in a selection of multinational 
corporations present in the region. 

1.2 Problem discussion 
As organizations mature and grow there is an increasing need to apply various degrees of control 
systems in order to transform the decisions and strategies developed by management into actions 
that steer the organization in the right direction (Merchant & Van der Stede, 2012). 

Companies will as they grow change their management control system towards more structures and 
bureaucracy (Merchant & Van der Stede, 2012) and an interactive use of control systems appears to 
reduce innovation in high-innovating firms (Otley & Bisbe, 2004). But how can growing companies 
implement control systems in an efficient way that permits them to keep their competitive edge 
without creating barriers for innovation and organizational tension? 

There are several frameworks developed in management control theories where combinations of 
direct and indirect controls are utilized to achieve the goals set up by the organization. Common 
denominators of most such frameworks are that they consist of at least one component that is 
related to cultural controls and/or personal controls. 

According to Merchant et al. most action control discourages creativity, innovation and adaptation 
due to that employees react to action control by becoming passive. Hence, employees adapt to the 
rules they are given and cease to think how processes could be improved and a resistance to 
change develops (Merchant & Van der Stede, 2012). 

Organizations utilize cultural and personnel controls as they are perceived as cheaper than other 
forms of control and with good cultural controls, other control methods can be softened which can 
have a positive effect  on the creativity and innovative processes. 

In addition to this it is also interesting in the perspective of how to keep companies and jobs in high 
cost countries. What can employees from a high cost country do that one from a low cost country 
cannot and what are the implications on how the indirect controls are developed in this context?  
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It has for a long time been the focus of organizations to focus on efficiency and optimizing costs, but 
transforming such an organization to be innovative and creative requires effort, especially for large 
organizations with bureaucratic operational structures (DuBrin, 2012). 

In this thesis, indirect management controls is used as a term to describe cultural controls and 
personnel control as it is the indirect control methods used to control the softer parts of a 
management control system as described by Merchant et al. (Merchant & Van der Stede, 2012). 

Management control systems, MCS, is used to steer the company in the direction given by the 
management through a developed strategy, but will the MSC system hinder or help the innovative 
process and product development (Davila, 2000). How can the selection and design of cultural 
controls support innovation? 

To be able to steer the organizations innovations there are several parameters that has an influence 
(Damanpour, 1996), possibly even parameters that inhabits innovation (Assink, 2006). Which of 
these factors are possible to affect via indirect controls and have the organizations that we 
investigate, which have a self-perception as mature innovative large R&D organizations, 
implemented indirect controls in line with the theoretical framework? 

1.3 Problem formulation and purpose 
In a global perspective Greater Copenhagen is considered a high cost region. Hence, organizations 
that deploy R&D operations in the region considers that the benefits are larger than the costs. This 
could be benefits in form of infrastructure, regional competence clusters and historical perspectives. 

This thesis aims to study the design of the cultural and personnel control in use in the region and 
highlights the similarities and differences of the control mechanism across a group of companies that 
have had operations in the region for a long period of time. The companies in question could be 
considered as having mature control systems and a strong organizational culture. To manage 
successful businesses, it is important for firms to understand how the cultural and personnel controls 
can keep their operations efficient and maintain an environment which is open and compatible to the 
cultural diversity of the work force. The background for focusing on this relation is that the 
competition is fierce between businesses focusing on high technology products and a key of keeping 
their competitive advantage is activity and innovation (Tung & Yu, 2016). 

However, organizations which develop cultural and personnel controls at the office headquarter 
cannot always rely on that it is possible to deploy the same controls in a global context, most likely 
some modifications are required.  

This thesis will review and present the theoretical background and definitions of management control 
systems and how cultural and personnel control is described in the various frameworks. It will also 
review the parameters that stimulate or inhibit innovation in large high-tech firms. Previous research 
indicates that management control systems consisting of several control elements consists of formal 
and informal parts. Informal parts are considered positive regarding innovation while formal parts can 
also be positive in the generation and implementation of new ideas. However, there is also a risk of 
negative side effects of formal controls as described by Otley et al. (Otley & Bisbe, 2004). 

The problem formulation in this thesis consists of two parts: 

• What does the research state about cultural and personnel controls in the MCS as a 
promoter of innovation? 
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• What similarities and differences are seen in terms of the cultural controls in three mature 
innovation focused R&D companies located in the same region with different organizational 
and cultural background? 

This study will contribute to the area of management control systems by two parts: 

A literature review on the current literature on indirect controls in an innovation context will be 
performed and an investigation on how cultural and personnel controls are applied in R&D 
organizations in the Greater Copenhagen region. 

1.4 De-limitations 
In this thesis the observations are done on large cap companies with business in a geographically 
limited region. Hence, the findings and results may not be generically applicable outside the region 
without being carefully considered and also the research does not take public corporations or 
conglomerates into account. 

The thesis does not take into considerations the national or regional culture of the respective country 
were the companies are located or the cultural difference as it is not the subject of this thesis. 

1.5 Thesis structure 
This thesis will be structured in the following way. In the first part of the theory section management 
control systems and their connection to innovation will be reviewed. This is followed by a literature 
review of the current research of the connection between cultural and personnel controls and 
innovation.  

In the following section the method for this case study is described and how the theoretical findings 
will be applied on the selected companies. 

Next the findings will be presented and analyzed with the supporting literature, followed by a 
conclusion with recommendations on further research within the area.  
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2 Theory 
The theories that will be reviewed can be divided in two parts. First a general part of how 
management control system can be set up and what effect on innovation can be expected of 
different control types. This part will both give a general overview of all control types, but focus on 
the different types of indirect control. The second will be on cultural and personnel controls in 
different cultural settings, focusing on literature related to the Greater Copenhagen area (Western 
Europe), but also Asia as this is relevant for one of the companies selected for the case study.  

Additionally the term innovation will be defined, so that it is clear what innovation means in this 
thesis. 

2.1 R&D 
Research and development activities are intended to bring new knowledge within an area or to 
create new products, processes, concepts or services to an organization.  

R&D operations is a learning process that is normally characterized by investigating new areas 
where the outcome is possibly uncertain and poorly understood in advance, thus creating 
uncertainty in the organization (Silaen & Williams, 2009). 

Environmental uncertainty may influence goals and planning and as the choice of management 
control systems are closely related to goals and planning the connection between R&D exist, but 
varies in different contexts. 

R&D organizations often suffer from the difficulty of measuring the output of formal controls such as 
action or results control and Silaen & Williams considers that the focus of control for such 
organizations should not be on output as it could foster undesirable results such as tension and 
manipulative behavior (Silaen & Williams, 2009). Instead focus for such organizations should be on 
behavioral controls. 

2.2 Innovation 
According to Drucker, an enterprise, weather a business or any other organization that does not 
innovate and does not engage in entrepreneurship will not survive long (Drucker, 1998). 

Innovation is a very wide concept, not to be confused with invention which could be described as the 
creation of a product or introduction of a process for the first time, whereas innovation occurs if 
someone improves on or makes a significant contribution to an existing product, process or service. 
In this thesis, although there is a common distinction between innovation and invention, both will 
both fall under the classification of innovation. 

How the MSC can be used in both creating an innovative environment and in assisting the process 
of selection of ideas to pursue, will be explained later in coming chapters, as section 2.4. This is 
according to Davila, et al. that hard part of innovation (Davila, et al., 2006). 

2.3 Management control system general overview 
Management control systems can be seen as support mechanisms for how the direction of a 
company can be controlled in order to achieve desired goals according to the organizations strategy 
(Merchant & Van der Stede, 2012).  

Financial targets and budgets can support in estimating on whether to extend or reduce innovation 
capabilities.  
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The control systems are designed to address control problems in organizations such as lack of 
direction, motivational problems and personal limitations. There are several frameworks that can be 
used to describe companies’ management control systems as described by Haustein et al. where an 
overview of the frameworks reveals that management control systems commonly involve more or 
less direct and indirect methods of control and are split in direct control methods, such as action and 
results control, and indirect control, such as cultural and personnel control (Haustein, et al., 2014).  

Some of the most established frameworks used to analyze and describe management control 
systems are Ouichi’s framework (Ouchi, 1979), Simons four levers of control (Simons, 1995), Malmi 
& Brown’s (Malmi & Brown, 2008) MCS package framework and Merchant’s object control 
framework (Merchant & Van der Stede, 2012). Regardless of which framework that is utilized to 
describe an organizations management control system, some aspects similar to cultural and 
personnel control will always be present. 

Malmi and Brown describes the management control system as a package with a typology 
consisting of five groups: planning, cybernetic, reward and compensation, administrative and cultural 
controls.  

Simons describes the levers of control as: belief system, boundary system, internal control system, 
diagnostic systems and interactive systems. In his framework, the concept of value controls was 
developed as belief system. 

Ouchi questioned the suitability of accounting controls for innovation purposes as innovation is not a 
structured process with predefined intents (Ouchi, 1979). However, a new paradigm has come the 
last decades where a number of studies comes to another conclusion, for instance Chenhall et al. 
proposes that direct controls have a more significant effect on innovation than informal and also that 
there are incremental benefits when direct controls are combined with organic innovative cultures 
(Chenhall, et al., 2011). 

Merchant et al. (Merchant & Van der Stede, 2012) proposes a framework consisting of four objects 
of control to ensure managers have a possibility to control the desired actions and behavior of the 
employees to be in line with corporate strategy and goals. The objects are results-, action-, cultural- 
and personnel control and in the sections below a brief description of the various alternatives are 
presented. The framework correlates to Davila’s view that researching management control systems 
cannot be limited to traditional accounting measures but needs to encompass a broader set of 
measures (Davila, 2000). 

Most organizations use some form of management control system and as organizations grow or 
shrink the emphasis will change from one to another as needs, capabilities and environments 
change. For instance organizational growth often pushes towards more formalized procedures and 
action accountability (Merchant & Van der Stede, 2012). Haustein el al considers that all forms of 
control in innovation companies are increasing with an increasing size of the company (Haustein, et 
al., 2014). 

How the MCS is designed and implemented in a innovation company is very dependent on the 
characteristics of the company itself (Haustein, et al., 2014). One major factor in the design of the 
MSC is how the certainty of the development project and products (Davila, 2000). Depending on 
which type of complexity the company faces, different types of control systems should be applied 
(Haustein, et al., 2014). 
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2.3.1 Direct controls 
Following the framework set by Merchant et al, the two types of direct control are action control and 
result control (Merchant & Van der Stede, 2012). 

Action control 
Action controls are the most direct types of management control and the efficiency lies within the 
possibility to focus control on employee’s actions. Common types of action control are behavioral 
constraints, preaction reviews, action accountability and redundancy.  

Behavioral constraints are considered as a negative/constraining form of action control, the purpose 
is to make it difficult or impossible to do things that should not be done. 

As the action controls are efficient when applied, the knowledge of the desired actions are crucial for 
reaching the desired results. For an organization in a stable environment, action control and a 
bureaucratization can be good when the knowledge of what needs to be done is well defined. 
However, in a dynamic environment when innovation is a prime goal, action controls may be in the 
way of adapting to change needed to maintain a competitive advantage (Merchant & Van der Stede, 
2012). 

Result control 
One of the most powerful ways to influence an organization is through results control. To control the 
output from an organization by rewarding performance creates an effective motivator. Merchant et al. 
considers that rewards does not have to be monetary but can also consist of non-monetary rewards 
that can be just as efficient (Merchant & Van der Stede, 2012). 

The elements of results control involves defining performance dimensions, measuring performance, 
setting performance targets and providing rewards or incentives that could be either intrinsic of 
extrinsic. 

An advantage of results control is that employees can be given significant autonomy while behaviors 
can be influenced. Autonomy is important when creativity and innovation is an integral aspect of the 
goal definition. 

In a study of 102 organizations, Simons found that often managers hold subordinates accountable 
for measures that are wider than their span of control to foster innovation and exploration activities. 
The study showed that by setting targets without providing enough resources to accomplish the 
desired results, managers were encouraging innovation from the organization as it was required to 
reach the defined goals with the given constraints (Simons, 2010). 

2.3.2 Indirect controls 
For the indirect controls the two types are cultural control and personnel control (Merchant & Van der 
Stede, 2012). These control types can together with the theories given by Malmi and Brown (Malmi 
& Brown, 2008), be sorted under the headline cultural controls. The additional control elements that 
are mentioned by Malmi and Brown as part of cultural controls are clan, values and symbols (Malmi 
& Brown, 2008). The main characteristics of the different control types will be presented and in the 
future referred to as indirect control. 
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Cultural control 
In this context, culture is defined as shared values, beliefs, norms and ways of behaving. Cultural 
controls are designed to encourage mutual monitoring and are strongest when members of the 
group have social or emotional ties to one another (Merchant & Van der Stede, 2012). 

A strong culture can prompt employees to work together in a synergistic manner, but there is also a 
risk that a strong culture can cause inertia, that prohibits needed changes and adaptation in dynamic 
environments (Merchant & Van der Stede, 2012). 

Methods to apply cultural control are codes of conduct, group based rewards, physical 
arrangements, the tone at the top and intra-organizational transfers. Physical and social 
arrangements such as dress codes (Malmi & Brown, 2008) and office plans can for instance be used 
by technology firms to promote the message of employee equality and the importance of innovation 
(Merchant & Van der Stede, 2012). While Kerr and Slocum consider that the primary role of culture 
in an organization is to control the attitudes and behaviors of the individuals’ within the organization 
(Kerr & Slocum, 1987). The culture that exists within the company is not always under control by 
manager. However, sometimes it is controllable (Malmi & Brown, 2008). The control of the behavior 
of individuals can be achieved through a reward and compensation system (Kerr & Slocum, 1987). 

Group based rewards serve with the underlying logic that they are believed to promote trust, 
cohesiveness and mutually supportive behavior among group members. There is a general 
agreement in literature that group incentives have positive effects that outweigh the problems. The 
observed negative problems with team incentives are often considered to be free riding. Meaning 
that individuals don’t contribute to a group to the extent they should as they believe they are 
rewarded regardless and that the group may not consider individual aspects and good ideas to the 
same extent. Another issue may be to define groups as there always will be dependencies to other 
groups that may affect the outcome of the groups work and thereby impacting the group incentive. 
Incompatible cultural values in some countries may also prevent the use of team rewards as the 
individual may consider that they should only be rewarded for their own performance and not for 
collaborations. Lastly, there may be concerns that group rewards does not encourage 
entrepreneurship and individual innovation (Gomez-Mejia & Franco-Santos, 2015). 

Personnel control 
Personnel control and cultural controls are often referred to as soft control types due to that they 
promote acting in a direction of corporate values and culture instead of the more direct methods 
promoted by action and results control (Merchant & Van der Stede, 2012). According to Malmi and 
Brown personnel control can be divided into components that are covered by several other control 
forms leaving just provision of necessary resources, which they do not consider a control form 
(Malmi & Brown, 2008). 

According to Merchant and Van der Stede, personnel control motivates employees to control their 
own behavior and can be applied by for instance selection and placement, training and job design 
and provision of necessary resources (Merchant & Van der Stede, 2012). Relating to the theories of 
Malmi and Brown this would be more of less equal to their description of clan control (Malmi & 
Brown, 2008). 

2.4 Cultural and personnel control in relation to innovation 
As described above in paragraph 2.3.2, cultural and personnel control is control of the “soft” values 
in an organization.  
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As development and innovation often occurs in teams at the selected companies for this case study, 
there will be special attention on this in the literature overviews. According to the literature, it is 
important for teams working with product development, especially new, that it is not only the 
individual that is creative but also that the organization are ready to receive and implement the new 
ideas (Chiang & Hung, 2014). 

With proper indirect control, the employees will be trained to cope with the challenges they are 
facing. According to Haustein et al. personnel control positively is associated with the working 
climate there is in an innovation company (Haustein, et al., 2014). As uncertainty is a part of the 
normal workday in an innovative company, it is of high importance that the employees can cope with 
that, so it is a prerequisite that the employees are carefully selected and well trained. This is why 
personnel control is positively associated with innovation (Haustein, et al., 2014).   

Depending on the structure of the company the importance of indirect control is more or less crucial. 
For an innovation company that has a decentralized structure, personnel control is of high 
importance. In the situation where the organization is more decentralized more decisions are taken 
further from top management. To ensure that managers at that level are competent to take the 
necessary decisions they need to be carefully selected and trained (Haustein, et al., 2014). Training 
in this context should be considered as a cultural control (Malmi & Brown, 2008), making sure that 
there is one culture in the company and no doubt in what way innovation should go.  

Within companies where the products and work is of a highly complex nature, the personnel control 
becomes important. This since it is of great importance that the labor force is highly competent to 
understand and handle the work and to come with new ideas, leading to innovations (Armbruster, et 
al., 2008; Haustein, et al., 2014). 

When the size of the company increases, so will the personnel control, this is conclude by both Snell 
and Davila (Davila, 2005; Snell, 1992). For innovation companies, the HR policies that are most 
important are the knowledge based and the commitment based (Chow & Gong, 2010). As such 
policies take time to establish they are more prominent and sophisticated in mature companies 
compared to start-ups (Haustein, et al., 2014). Chow and Gongs statement is in line with what Baliga 
and Jaeger says, that for cultural control to succeed, long-term commitment from employees (Baliga 
& Jaeger, 1984). 

For an innovation company to succeed in being innovative, competent personnel is a key, this is well 
established in the litterateur (Haustein, et al., 2014). According to Freel, it is also seen that 
innovation companies educate their personnel more than other companies (Freel, 2005). And as it is 
generally accepted that it is important with personnel control to generate innovations, personnel 
control will be extensive in innovation companies (Haustein, et al., 2014). These conclusions are in 
line with the statement given by Chow and Gong regarding the HR policies. 

Team control 
As small teams are the most common way, in the company studied, that innovation and 
development is handled, team control is essential. 

When talking about team control the concept of restrictive and promotive control is essential. A 
restrictive approach means that the manager relays on the organizations power structure to push the 
employees, meaning that one person forces their own idea against the opinion of others (Scholl, 
1999; Chiang & Hung, 2014). When talking about a promotive control, that is when the manager 
listens to all the team members and includes them in the decision making and influencing them to go 
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in the directions of their managers wishes (Scholl, 1999). Both these control types focuses the 
control of information flow within a team (Chiang & Hung, 2014).  

Depending on how the development teams are put together, the control of them must be adapted. 
For a new product development team consisting of very creative individuals, who generates a large 
amount of new and ground breaking ideas, restrictive control should be used. If not, the team can 
have trouble in deciding which of all the ideas that they should peruse. Using a restrictive approach 
on such a team of creative individuals would give the possibility to steer the teamwork, based on the 
new ideas, in the direction of the company’s strategy (Chiang & Hung, 2014).  

Change & Hung has a hypothesis regarding control of teams consisting of very creative individuals, 
“Restrictive control will work together with team members’ aggregate creativity to influence the 
innovativeness of teamwork outcomes so that restrictive control will be more helpful to teams with 
higher levels of team aggregate creativity than to teams with lower levels of team aggregate 
creativity.” (Chiang & Hung, 2014, p. 127) 

How to select between a restrictive and promotive control approach when having new product 
development teams is dependent of the team itself and what strategy for new product development 
the company has selected. If the teams has been put together with very creative members, an open 
strategy has been used by the company, or if the team consist of less creative individuals with 
different perspective, a closed strategy (Chiang & Hung, 2014).  

Having a team of very creative individuals requires a more restrictive control approach, to be able to 
sort and prioritize which of the new ideas should be pursued. Such a team does not have the same 
need for information flow to ensure that the team stays creative. It is totally different for a team that 
consists of less creative individuals, where they need each other more to create new innovations  
(Chiang & Hung, 2014). An open office plan, where the proximity and visibility of colleges are 
greater, enhances information flow by integration and unscheduled visits between colleges at the 
workplace (Toker & Gray, 2008; Morrison & Macky, 2017).Control in this team needs to be 
supportive to aid the information flow, to ensure that all members express their ideas and opinions. 
Such a team needs a more promotive control approach as they are in need of the information flow, 
i.e. each other to generate ideas. They do not experience the problem with having the need for 
prioritizing between the ideas to know what they should persue. The promotive control approach 
could be very useful in cross functional new product innovation teams, where the members a 
selected based on their expertise within a certain area instead of on their ability to be innovative 
(Chiang & Hung, 2014).  

If the control approach is changed for the team, for example that a team of very creative individuals 
is exposed to a promotive control instead, this would not enhance their performance, as it would 
require that all opinions are heard. The same effect would be observed for a team consisting of not 
very creative individuals was subjected to restrictive control (Chiang & Hung, 2014). 

2.5 Cultural aspects of cultural and personnel control 
There are several studies done in the field of how culture influences creativity, most of these are 
done with focus on comparing Western and east Asian cultures. Some show that high power 
distance in a company inhabits the creativity, while other studies do not find any significant 
connection between culture and creativity (Nouri, et al., 2015). According to Nouri et al. the working 
conditions must be individualized based on culture for achieving maximum creative and original 
ideas. For western cultures Nouri et al. conclude that the presence of a supervisor doesn’t have 
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impact, while presence of peers does have a negative influence. For Asian cultures the presence of 
supervision inhabits the generation of creative ideas (Nouri, et al., 2015). For an international 
company with many cultures, these parameters need to be considered when assembling the 
organizing for creative and innovative work. 

For cultural control to be successful in international innovation companies, long-term employees are 
essential. The reason for this is to ensure loyalty and appropriate behavior from the employees 
(Baliga & Jaeger, 1984). According to Haustein et al. the extent of cultural control is expected to be 
higher in a more mature innovation company that in a start-up company (Haustein, et al., 2014), this 
is in line with what Baliga and Jaeger says, that cultural control need long-term employees to be 
successful (Baliga & Jaeger, 1984). A theory that contradicts this is that start-up companies has a 
larger innovation seeking culture (Bahrami & Evans, 2000), and if that is the case the managers of 
mature companies needs to work harder to maintain that culture (Haustein, et al., 2014). 

For innovation companies, there is a correlation between the size and the extent of indirect control 
(Haustein, et al., 2014). When the company size increases the selection of employees and extent of 
training programs becomes more important to ensure that everybody works towards achieving the 
company goals (Ouchi, 1979; Snell, 1992). Another aspect when the company increases in size is 
that with a higher number of employees that do not come from the same cultural background the 
need for control increases to ensure that everybody shares the company’s values (Merchant & Van 
der Stede, 2012). In addition to setting dress codes, having team events, or setting up a common 
company language, Analoui advocates for having a company mission (Analoui, 2001). 

In environments where the uncertainty is high, such as in technology intensive companies, the 
cultural control is of high importance (Alversson, 1993). The reason for cultural control being used is 
to create a common values and commitment through the organization, to ensure that the innovation 
is done the direction of the company strategy (Haustein, et al., 2014). 

For innovation companies that are decentralized, and decisions are taken by lower management, 
cultural control is important. As stated before, training is essential to ensure that the managers are 
trained sufficient to take the right decision. One reason brought up by Lawrence and Lorsch for 
cultural control being important in a decentralized organization, is that in such an organization the 
management styles are more differentiated (Lawrence & Lorsch, 1967).  

Another aspect that enhances the need for indirect control is the company strategy. In innovation 
companies, where innovation and creativity is central, i.e. companies with a differentiation strategy. 
These companies are very dependent of the skills of their employees; they tend to put more focus on 
indirect control (Haustein, et al., 2014). 

2.6 Literature review of current research within the area  
Tubagus performed a study on creative industries in Indonesia were he could show that usage of 
cultural controls positively influences organizational creativity and innovation. However, the study 
only stresses the usage of cultural control for organizations as promoter of innovation and does not 
take into account negative effects of cultural controls and its possible impact on innovation 
(Tubagus, 2016). 

It has been studied that companies which adopt an agile approach with self-regulated teams in 
development looses innovative and learning momentum due to that the focus tend to shift to a “sprint 
based” short term delivery mindset. The long term focus is down prioritized due to the shift in focus 
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towards rapid delivery in short cycles. Annosi et al. has performed a study on how belief controls and 
teams internal pressure can affect innovation negatively (Annosi, et al., 2016). 

Kapseu and Desponia comes to the conclusion on their study of organizations in Greater 
Copenhagen that the innovation strategy of organizations are reflected upon how the management 
control systems are designed and that the cultural controls often serve as the foundation upon which 
the other methods of control are build (Kapseu & Desponia, 2016). This is in contrary to what 
Grapne and Edholm concluded in their study of control systems used in R&D operation. The 
conclusion of their study was that despite the innovative strategy, in the development parts of 
organizations the action and results control were more present and cultural/personnel controls were 
more of a supportive structure (Grapne & Edholm, 2015).  

It can be argued on whether or not the use of codes of conduct has the intended impact on ethics 
and innovation in organizations. Thaler and Helmig, performed research on the use of codes of 
conduct in the public sector and also performed a literature review on what the research states in the 
matter. The conclusion was that there are studies that shows that code of conduct as part of the 
cultural control can be a positive thing for an organization, but there are also studies with the result 
that a code of conduct has no or little impact on an organization. The result from Thaler and Helmigs 
study was that ethical leadership had more impact than codes of conduct (Thaler & Helmig, 2015).  

Team rewards is something that more organizations are introducing and shifting towards from a pure 
individual performance reward system according to Gomez-Meija et al. (Gomez-Mejia & Franco-
Santos, 2015). Specifically for firms using team structures were performance has been observed to 
increase when introducing team rewards. As cultural aspects and pure use of team rewards may 
inhibit innovation as described by Gomez-Meija, a combination of team and individual reward system 
is beneficial. This approach combines cultural controls with results control but is considered a 
powerful tool to promote an innovative environment and the introduction of team rewards has in 
some cases rendered up to a 22% improvement in efficiency (Gomez-Mejia & Franco-Santos, 2015). 

On the topic of trainings there has been some research latest years and Nguyen et al. brings up an 
important aspect of job rotation, training and innovation in emerging economies. The conclusion of 
the research is that that different employee development practices support different forms of 
innovation. For instance, job rotation positively influences process innovation while employee 
training has a negative effect on product innovation, possibly due to the increased likelihood that 
trained employees will leave the company (Nguyen, et al., 2016). The conclusions from this study 
are also confirmed by the research by Ajusa et al. who has investigated the effects of job rotation on 
organizational productivity at Mount Kenya university. It could be seen that the high turnover at the 
university was related to the employees who participated in the job rotation program and hence, 
developed further skills which made them attractive in other markets (Ajusa & Atambo, 2016). 
Further on the topic, He et al. could through an extensive investigation of 725 companies in 20 
countries draw the conclusion that technical support and job rotation are positively related to the 
speed of new product development, while process standardization and job rotation were positively 
associated with the quality of new products (He, et al., 2016). 

Contradictory to the older view that the implementation of management control systems can inhibit 
innovation, Curtis and Sweeney, in their elaborate literature review of tensions in management 
control systems, state that it is now generally accepted that innovation management can benefit 
positively from control systems. This can be contributed to that the complexity of MCS has increased 
and that they have evolved into systems which more takes innovation into account when designing 
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them. A conclusion from their study was that innovative activities could flourish or languish 
depending on the implemented combination of MCS and also depending on to which extent dynamic 
tension is created as a result of the chosen control system (Curtis & Sweeney, 2017).  

Current research within the area of the intersection of management control and innovation is also 
trending towards investigating the tension which can be developed and the possibly outcomes from 
this tension. Lövstål and Jontoft has performed an extensive literature review of research in the area 
of tensions in innovation and MCS and created a tension based framework where actors perspective 
combined with type of tension and theoretical approach can provide support with analysis model and 
a proposed response (Lövstål & Jontoft, 2017). 

2.7 Conclusion innovation and MSC 
Following the theories presented by Haustein el al. all control forms can be used to enhance 
innovation in an organization. Which and how to implemented the different controls is based on 
many factors, such as what the company’s strategy is, how the innovation organization is compiled 
and what kind of industry the company is active within.  

Similar conclusions are presented by Chang and Hung, but they specifically refer to control of an 
innovation team. Again how to implement the control is dependent on how the innovation team is 
compiled, which types of individuals are in the team. It will also depend on the company’s strategy, 
what parameters are valued high when reciting new members to innovation teams. 

The conclusion of the theory review is that there is no universal solution for how to design and 
implement a MSC in an organization to enhance innovation in an organization. The MSC has to be 
designed to the individual companies goals, strategy and innovation organization. 

Another conclusion is that there is significant research done on management control systems and its 
implementations on different organization as well on various specific countries in both Europe, 
Africa, America and Asia. However, there is a lack of research covering the specific implementations 
of cultural and personnel controls suitable for a knowledge intensive, high cost region consisting of 
two different nations  and cultures such as the Greater Copenhagen region. 
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3 Method  
This case is built as a classic multiple-case study, i.e. a narrative which is used to describe and 
analyze the case (Yin, 2009). A case study can contain qualitative evidence as well as quantitative 
evidence (Yin, 2009). This study is descriptive and attempts to explain and describe the 
management control system and its impact on innovation at a selection of companies by a qualitative 
approach. The reason for using a qualitative approach is that it provides a broader and deeper 
understanding of the whole process and gives a holistic view of the subject being researched. 

The case study approach is well suited for this study as it asks the question how and why about 
something over which the investigator has little or no control. As this is a limited study whose results 
are not aimed at creating a base for scientific generalization which is sometimes seen as a concern 
about the method (Yin, 2009).  

The multiple case study is advantageous in this case study as it provides the opportunity to go both 
wider and deeper than if a single case would have been studied and a multiple case study provides 
more robust results. Multiple case study requires several cases that are comparable to each other 
where the same access to information, respondents and subjects to interview is available. For this 
thesis it was considered possible due to good access to data and respondents. 

3.1 Selection of companies  
The selection of subject for a case study can be made with respect to various parameters in mind 
such as geographic location, convenience or access to data (Yin, 2009).  

The screening process to identify the candidate cases for a case study is an important part to secure 
that the cases prior to formal data collection fulfils the requirements for the study and suits the case. 
It is important that the screening is efficient and does not end up an a mini case in itself (Yin, 2009). 

As the amount of potential case companies for this case is large, a two-stage screening procedure 
was applied, as proposed by Yin (Yin, 2009). The first stage was to collect data of which companies 
that are available in the region that fulfills the criteria of being mature R&D focused companies. Once 
that data was collected, the second stage consisted of setting and applying the criteria’s for making 
the study efficient. The criteria’s that were applied were: 

 The companies are active within industries where innovation is crucial and they operate 
globally in highly competitive markets. 

 Direct access to information, documentation and interview respondents is available. 

As a large number of organizations would fit the requirements, three companies were selected were 
the possibilities to collect relevant data was considered the best and were differences in industry and 
location of headquarter was observed. It should be noted that though the headquarters may be 
located at other locations than the Greater Copenhagen region, the research in this thesis is about 
the affiliates located in the region and not on the headquarters when located elsewhere. 

The companies in this thesis and the respondents, at various positions at respective company, which 
we have interviewed will be kept anonymous in this thesis due to that it may contain information and 
conclusions which may be sensitive. 
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3.2 Data collection 
Data collection as an activity requires significant preparation which may be considered as 
problematic sometimes but is necessary to secure quality and reliability of the case study (Yin, 
2009). 

When performing data collection for a case study Yin proposes that multiple sources of evidence are 
used to increase validity and reliability (Yin, 2009). This study will use a combination of data 
collection methods; surveys, documentation and interviews. Different sources of information can be 
complementary sources of evidence but also contradictorily to each other. Hence, it is important to 
understand the strengths and weaknesses in the available sources. The primary data in this thesis is 
collected mainly through interviews and the secondary data is collected by internal documentation 
from the companies and scientific articles and literature where BTH library resources were utilized in 
combination with Google Scholar to find information about the relevant recent research in the area. 

3.2.1 Documentation 
The collection of documentation consists of internal documentation about the implementation of the 
management control system and its measurement results. For instance e-mail correspondence, 
proposals, evaluation reports and minutes of meetings. 

The purpose with the collection of documentation is to create a foundation for the understanding of 
the implementation where it can be compared with theoretical models. The comparison forms the 
basis of the open questions for the interviews.  

According to Yin it is important to keep in mind that the documentation may have been written before 
the design of the management control system and not with a case study in mind. Hence, therefore it 
is important to understand the objectives of the documentation not to be mislead (Yin, 2009). 

3.2.2 Interviews and selection of respondents 
According to Yin, the interview process can provide answers to how a specific process takes place 
inside the organization and additionally also why this activity occurred in that certain way (Yin, 2009). 

There are different approaches to performing interviews for a case study. For this study we have 
chosen informal in-depth interviews with open questions to reveal not only the facts about, and how 
the management control system was implemented but also to understand the perception about if the 
implementation is considered successful in terms of innovation or not. 

The in-depth interview unlike the formal interview is a more free form of interview method where the 
interview subject is considered more of an informant as they are encouraged to share their own 
thoughts and opinions of a topic (Yin, 2009). This may in addition lead to proposals of other people 
to interview as well as other sources of evidence. 

The interviews were recorded and held at the companies with employees who have implemented the 
management control system at the company and also with some of the individuals who are applying 
the control system in their daily work. Hence, from each organization we have selected one HR 
manager, 2 line managers of various seniority and 2 regular employees. All interviewed subjects had 
at least 5 years working experience. 

As we have chosen to use semi-structured interviews a question guide was designed, to support 
during the interviews, with a list of questions derived from the findings of the theoretical review. The 
questions can be found in Appendix A. 
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3.2.3 Literature review 
To understand and clarify the current research status a careful literature review has been performed. 
The tools utilized for the literature review has been google scholar and BTH summon. 

Combinations of the search patterns below have been used to be able to get a good overview on 
related research on similar topics. 

- (Cultural OR personnel control) + innovation 
- (Cultural OR personnel control) + R&D 
- Management control systems + innovation 
- MCS + innovation 
- MCS + R&D 

In order to only retrieve the latest results a filter was applied to only return results with a publication 
date from 2015 and later. 

3.3 Quality 
A case study should reflect reality and interview questions, and observations should maintain a chain 
of evidence. To create and maintain the chain of evidence validity and reliability are important 
aspects to consider in the design of the case study.  

3.3.1 Construct validity 
Construct validity is defined by Yin as identifying correct operational measures for the concepts 
being studied (Yin, 2009). In this study we have chosen to use multiple sources of evidence such as 
documentation as well as interviews with several respondents to construct validity. 

3.3.2 Internal validity 
Internal validity is defined by Yin as seeking to establish a causal relationship, whereby certain 
conditions are believed to lead to other conditions, as distinguished from spurious relationships (Yin, 
2009).  

It has already been described that using multiple cases would preferred be in terms of reliability and 
robustness. In this case, apart from using interviews we have also employed the secondary data 
analysis to support the response from the interviews. 

3.3.3 External validity 
According to Yin the external validity is about defining the domain to which a study's findings can be 
generalized. However, this case study which relies on analytical findings of a specific topic at a 
specific company where the aim is to generalize the results of the findings to a broader theory (Yin, 
2009). 

Organizations tailor their specific management control system to suit the context in which they 
operate. Hence, it is likely not possible to generalize the results from this study to other 
organizations. 

3.3.4 Reliability 
The definition of reliability means that the data should be reliable and congruent with real conditions. 
Hence, the results should be possible to reproduce by a later investigator using the same methods. 
Two main tactics are applied to increase reliability in case studies; case study protocols and case 
study databases (Yin, 2009). 
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To increase the reliability of this study and provide a guide to collect the data collection Yin promotes 
the use of a case study protocol (Yin, 2009). The case study protocol is spread out over this 
document but overview, method and field procedures, case study question and outline are available.  

We consider that the work done is documented clearly and other researchers should be able to 
perform the same study with similar results, given the same access to informants and internal 
documentation. Hence, the reliability should be considered good. 

3.4 Analysis method 
Data analysis intends to examine, categorize, tabulate, test and combine evidence. According to Yin 
(Yin, 2009), any or a combination of five techniques could be used to build the analysis. The 
techniques are: pattern matching, explanation building, time-series analysis, logic models and cross-
case synthesis. 

For this thesis, to draw the conclusions from the collected data, the analysis techniques applied will 
be a combination of pattern matching, cross-case synthesis combined with explanation building. 

As proposed by Yin, a useful and important starting point for the data analysis is to collect the data 
and make a matrix of categories, placing the evidence within the categories (Yin, 2009). As the data 
has been collected and organized a strategy of relying on theoretical propositions has been chosen 
as the case was based on such propositions. 
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4 Empirical findings/results/case description 
The collected picture received during the interviews was not always the same. In case there are 
major discrepancies given by the different interview objects, both views will be presented. 

4.1 Company A 
Company A is a world renowned company within its field. Its headquarter is located in Copenhagen, 
with subsidiaries in China, India, Russia, South America, USA, the middle east and south east Asia.  

The company was founded in the early 1940’s and has been privately owned most of the time until it 
was noted on NASDAQ in 2013. 

The company has around 2500 employees around the world and revenue of 7408 million SEK in 
2016. During 2015 the company suffered an economical crisis that resulted in a reduction of 
employees and the implementation of a cost awareness program.  

The organization for innovation used to be very traditional, in the since that it was only the dedicated 
researchers who actively worked with innovations. But over the last 5 to 10 years there has been a 
change in that structure.  

A typical innovation team consists of people with the same professional background, but the 
experience level is different. Some teams consist of more or less only senior people and some are 
more mixed with respect to seniority. There is no expressed strategy to collect very innovative 
people in the same team. The constellation is more based on the technical knowledge of the 
individuals. Though it has been tried to do “innovation camps” where competences from all different 
fields with relevant knowledge about the subject. The “innovation camps” can be seen as a form of 
innovation networks. The purpose of these camps has been to collect ideas that can be generated 
by having cross functional discussions. 

Innovation directions are given from the management, having innovation programs and written 
development plans that are approved. These are also the areas that are followed up on to ensure 
that efforts are put on the right tasks. 

4.1.1 Group rewards 
The reward system has several ways to give rewards. To individuals for an outstanding 
performance, to groups if the group has reached a predefined goal or for outstanding performance, 
and to the entire company based on the overall result. When talking about groups it can be different 
constellations, departments, project teams or innovation teams. The group reward for non-project 
teams is a fairly new phenomenon, but has been received positively throughout the organization.  

4.1.2 Code of conduct 
The core values of the company are very strongly associated with the founder of the company. Until 
he passed away he was the symbol and definitely lived by the company’s core values. The core 
values are written down officially and often referred to by senior management when they speak 
about the company goals, strategy, vision and new actions. New employees are introduced to the 
company spirit during their introduction day. The more senior two of the interview participants 
mentioned that the core values are something that you know and follow no need to communicate 
them. A reason for this could be the low staff turnover, most of the senior employees knew the 
founder personally, and there by the spirit is “in their blood”. 
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4.1.3 Physical arrangements 
The offices are designed as a mixture of open offices and smaller one/two or four person offices. 
The open offices are only used by the younger employees or employees that have specifically asked 
to be seated there. The same is for the four man offices, mostly young people or smaller groups that 
need to have a close collaboration. Experiments have also been done with creating project offices 
for smaller teams that has a specific task on a tight deadline to complete, this to enhance 
communication and reduce the need for correction and rework.  

All line managers have single offices, this since it should be possible for the employees to come and 
talk in private without having to reserve meeting rooms. The dual and remaining single offices are 
given to senior employees that need peace and quiet or that are frequently visited so other would 
benefit from them having their own office not to disturb others. 

4.1.4 Job rotations and intra organizational transfers 
All respondents agreed that job rotation was something that was used in the company, and that the 
frequency had increased over the years. The managers said that job rotation was more common 
than what the employees said. Today, job rotation is primarily used to enhance collaboration 
between different parts of the organization, either to learn more about what others are doing or to 
increase diversity in the groups. From a HR perspective, it is also used in a way to keep employees, 
giving them new challenges, develop them and decreasing the risk of them leaving the company. 
The selection criteria is primarily based on requirements from the organization, either from a 
manager that needs to develop an employee or a two areas the needs to improve their collaboration. 
To promote job rotation even more management has job rotation as a KPI, where the goal is to 
increase collaboration and increase diversity. 

Several persons involved in innovation within the company are a part of different relevant 
professional networks. These memberships are encouraged by the company, as it strengthens the 
company reputations and give the opportunity to gain knowledge that is valuable for the company. 
These individuals are often consulted in relation to both innovation and customer issues where they 
have unique experience. This membership affects their behavior in a way that the take more time to 
answer questions, and to educate other persons in the organization to ensure that the knowledge is 
spread.  

4.1.5 Social Arrangements 
Social arrangements are a natural part of the work life at the company. The employees highlights the 
weekly breakfast that almost everybody attends. These breakfasts are smaller groups that typically 
are cross organizational based on old traditions, which enhances information flow between the 
different parts of the organization. The company only sponsors with the time used for breakfast. 
Other than this all the interviewees mentioned the yearly Christmas party as one of the important 
events of the year, as the entire company attends the same party. Other than that each 
department/group has one to two team building events each year.  

4.1.6 Selection and placement 
Selection of personnel is always a tradeoff between competences and personality. All managers 
agreed that irrespective of the candidate’s competences, they need to fit into the group they are 
going to work with. Do to the technical nature of the work and the science focus in the company, 
hard core knowledge and the ability to draw conclusion has and will always be a big factor when 
selecting employees. The trend has been over the years that the company has fostered their 
employees from the ground up and senior people have typically not been hired to innovation 
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position. Thereby the experience with prioritizing between competence and values has not been a 
problem they have encountered very often.  

Coming to hiring of managers, is it an outspoken strategy of the company to recruit them internally to 
as large extent as possible. 

The recruitments are performed normally with a first interview by the manager and HR followed by a 
personality and IQ test. The second interview/performance evaluation is performed by the manager 
and co-worker(s). 

With the distribution of office spaces, none of the managers had experienced any issue that they had 
to compromise innovation. But they all said that if they would have that situation where they had to 
select between on one side enhance innovation and on the other side reward a good employee; 
enhancing innovation would be their choice. Rewarding of employees would be done in a different 
way, single offices has not traditionally been seen as a reward for good employees, but has been 
something you earn with knowledge/competence.  

4.1.7 Trainings 
Training is essential for all employees at the company. For new employees they get an extensive 
training program in the beginning of their employments. Over time, training will be more in the form 
of “on the job” training, meaning that you are constantly challenged with new tasks that requires that 
you learn. The more senior employees training is in more in the form of getting specialized 
knowledge within small areas, it could be via courses/sessions given by vendors or other external 
parties, attending conferences, but it could also be via trying out other tasks that you have not tried 
before, or similar tasks within new areas. 

Training in more general competences and certificates, such as Project Management Professional 
(PMP) is not supported by the company. The reason for this is that it would make the employees too 
attractive on the job market. Instead internal courses with similar contence have been developed. 

4.1.8 Job design and provisioning of necessary resources 
Job design refers to the conditions and prerequisite for each individual to carry out their daily tasks. 
This is not applicable in this study; hence focus will be on provisioning of necessary resources, i.e. 
information flow. 

The information flow within the teams are very dependent on the manager heading the team, some 
of them believe in sharing knowledge all the time while others tend to keep the information to 
themselves and share on a need to know basis. There has been an increased focus on sharing 
information to other closely related parts of the organization to ensure that “production” can come 
with input to the innovations so it doesn’t pursue ideas that may be different from what the customer 
needs.  

Uncertainty with respect to innovation is something that relatively common in the company. There 
are several models that are used to handle these issues to ensure that projects are either stopped or 
given adequate recourse to continue. 

4.1.9 Perception of direct or indirect control strategy 
The concept of having a company strategy that is communicated broadly in the organization is a 
fairly new phenomenon. The previous strategy did not have any cost focus at all, but the current one 
has. Based on the economical crisis the company experienced in 2015 the perception of the new 
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strategy differs based on where in the organization you are located. In this particular question 
regarding a cost focused strategy the answers were different, on one hand there were the senior HR 
manager and a line manager located high in the organization and on the other hand was the two 
employees and a low level line manager.   

The respondents placed high up in the organization did not highlight that the strategy was cost 
focused. They pushed more for the strategy being sustainable resource utilization, in that way the 
money should not be spent without giving it a second thought. While the persons places lower in the 
organization perceived the strategy as clearly cost focused, as they on a daily basis experience that 
decisions are based on economics instead of science, which in their mind is incorrect. 

The dominant control type for the company, again here there was no consensus between the 
respondents. For the employees the action control was mentioned as the most dominant as that is 
the control type they are exposed to and use in their daily work. While talking to the managers they 
emphasized that indirect control is the most dominant type. Reasons for them mention cultural or 
personnel control is a need for changing the mindset of the employees to follow and understand the 
“new” strategy and maintain and develop the company culture. 

To emphasize that the company works hard to promote innovation, there has been set up several 
different ways where anybody within the organization can come with suggestions to new features, 
new applications of the products or completely new ideas. The most visible of them is a KPI for 
identifying customer needs. 

4.2 Company B  
Company B is focused on R&D in the telecoms industry and is based in Lund with headquarters in 
Stockholm, Sweden. The company is a part of one of the world’s largest manufacturers of 
infrastructure for communication with operations on several places not only in Sweden but also 
distributed globally on sites specialized on research, sales, services and manufacturing. 

The company, founded 1876, is considered a large multinational company with sales of 223 billion 
SEK 2016. 

The company in Lund was founded 2015, transformed from another organization founded 1983 in 
Lund and is a pure R&D operations company focusing on development of new technology for 
coming products. 

4.2.1 Group rewards 
There are no monetary or non-monetary group rewards that are applied in the organization. 
However, exceptional team performance is acknowledged officially and according to the managers, 
the opposite has also been known to happen were a team have publicly been criticized for not doing 
a good enough job. 

It is noted that patent applications are tied to recognition from management as well as monetary 
rewards, and the number of applicants per patent can affect the size of the reward. However, this is 
not considered a group reward as it may just as well be an individual reward.  

4.2.2 Code of conduct 
Each year all employees are to review and sign off on the code of conduct. The conduct has been 
inherited from the mother company and it is a global document and is in no way modified for the 
local organization. 
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The mother company has been involved in accusations and trials regarding bribery, illegal business 
methods and unethical conduct. However, the company has not been involved in any such 
accusations. All of the interviewed believed that the history of the company had made an impact on 
how important the code of conduct was considered to be. It should be noted that there was no 
consensus on the view on what impact the code of conduct would actually have, given that the same 
code had been in place during previous incidents at the mother company. 

4.2.3 Physical arrangements 
The company has shifted from utilizing a mix of open office space as well as offices for resources 
with need for such environment to a strict policy of only using open offices. Line organizations are 
co-located to the largest possible extent. 

There was a consensus in that the open office space in general was good for creating an open 
environment were formal and informal discussions of benefit to the company flourished. However, 
there were concerns that some individual employees with a need for quiet surroundings would 
become less productive and innovative due to the sometimes noisy environment. 

For “emergency” task forces, co-location of individuals from different teams can be applied and 
larger conference rooms are transformed to “war rooms” to host teams of 5-10 resources. However, 
as a senior manager expressed it: “those occasions are more related to enhance execution than 
stimulate innovation”. 

4.2.4 Job rotations and intra organizational transfers 
As part of personal developments it is possible to have job rotations, it is not organized on a higher 
level but utilized upon request. 

From the HR perspective, job rotation on management level was considered as very positive as it 
would decrease empire building if managers were shifted between management positions from time 
to time. 

4.2.5 Social Arrangements 
The company organizes one activity for the whole organization once a year. It is normally in the 
shape of dinner and some activities followed by music entertainment. 

On team level there is a budget for activities. The budget covers approximately 2 activities per year 
including food. 

The mother company organizes social gatherings related to athletic events such as nationwide 
floorball championships etc. 

4.2.6 Selection and placement 
Recruitments are performed normally with one manager and potentially a co-worker who performs 
the first screening and interview. The second interview is performed by the manager and a HR 
resource, followed by a personality test and a third interview with HR. The manager then receive HR 
feedback based on the personality test as well as the general perception of the candidate. 

Selection of candidates to management positions is performed in either of two categories. Either 
internal recruitment from those working at the company for a long time or due to the company being 
very dominated by men, there is a policy to promote female candidates and candidates with diverse 
backgrounds.  
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Both managers and HR considered that proven or formal competence was the key component for 
selection. However, there was a consensus also that the individuals had to fit with the co-workers. 

4.2.7 Trainings 
New employees are introduced to the company during a one week training were the organizational 
values are discussed, processes described and initial cross functional networking is started. 

It is propagated to the employees that competence development is the individuals own responsibility. 
Courses are available for the employee but only if they are related to the department’s organizational 
goal. It is encouraged that employees study on their spare time and a program for study circles has 
been launched to encourage professional development. 

“Learning on the job is the best training” is a common motto used by managers in the company to 
take focus of expensive courses and offers job rotations, as described by a senior manager. 

4.2.8 Job design and provisioning of necessary resources 
Job design refers to the conditions and prerequisite for each individual to carry out their daily tasks. 
This is not applicable in this study; hence focus will be on provisioning of necessary resources, i.e. 
information flow. 

The organization has experienced several setups and being part of different organizations and joint 
ventures. It is a common view by the interviewees that the information flow is currently very good 
and that this could be due to the relative proximity to the headquarter which is located in the same 
country as well as many good personal relations in higher management.  

4.2.9 Perception of direct or indirect control strategy 
The company has gone through a turbulent year were the CEO resigned and a new CEO was not 
appointed until several months later. A new strategy was presented several months later which did 
not clarify a new direction except for increased focus on internal efficiency to restore profitability, 
revitalize technology and market leadership. It was a consensus view from the interviewed that 
action and results control was clearly dominant parts of the control systems.  

4.3 Company C  
Company C is a company located in Lund started in 2001 with its divisional headquarter in Tokyo, 
Japan since 2012. It is focused on software development and internet of things (IoT). It is part of a 
large multinational conglomerate with headquarter in Tokyo, Japan, which was founded in the1940’s. 

The company has about 6000 employees of which 900 are located in Lund. It has a sales and 
operating revenue of 23 billion SEK 2015. The company has struggled with decreased profits and 
lost market shares and the last years have been marked by restructuring programs where layoffs 
were performed 2012 and 2015. 

The culture of the company is described in almost the exact same words of all the interviewed 
sources. Some of the recurring descriptions were open atmosphere with focus on encouraging and 
promoting innovation, not only within the current line of products, but also innovations on new areas. 
A sense of pride in that the company delivered high technology products competing on a global 
market was also promoted as a common view. 
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4.3.1 Group rewards 
The company has individual rewards which can be in the form of non-monetary rewards such as 
movie tickets, dinners or products from the company. There are also monetary rewards such as a 
yearly bonus based on measured individual and corporate performance.  

A balanced scorecard is used to measure accomplishments on performance targets in the company. 
The lowest level they are measured on is department level and the results of the benchmarked KPIs 
will affect yearly bonus.  

There is however, no clearly defined group reward system for smaller groups or project groups in 
place currently, nor has there been. However, the incentive systems are reviewed yearly. 

One form of group rewards could be for instance if there is a group of inventors for a filed patent 
application. Then the company will reward the submitters for each step of the patent application 
process that is passed. According to HR the company is investigating ways to implement team 
rewards. 

4.3.2 Code of conduct 
The company has a code of conduct as well as a code of ethics. The codes are sent out once a year 
as a web presentation that all employees are to view and sign off. Managers are measured on the 
amount of their employees that sign the conducts. 

The views on the codes are split among the interviewed. There is a common view on that it is good 
there are such codes in the company. But the view that it prevents dishonest behavior is not shared 
between all interviewed. There are also individuals who have a view that it is a document with no 
significant effect and that it is annoying that it takes about 20-30 minutes to go through the 
presentation and sign it. Time that could have been spent on other tasks. 

According to HR there is no measurement connected on the effect of the code of conduct/ethics, the 
only measurement is on the percentage of employees who have signed it. 

4.3.3 Physical arrangements 
Physical arrangements in the company is described as open office with a minimum of offices. Line, 
product and project managers does not have own offices, the idea behind is to promote that 
everyone is available. Some special access areas exist but those are primarily restricted as they are 
lab areas and only lab personnel have physical access.  

There are also possibilities on individual level to create agreements with the managers on how much 
an individual should work from the office or if the location should or could be anywhere else. This is 
to some extent due to that some employees do not consider that they can perform in open 
landscapes and does better work from other locations. 

There are many open collaboration spaces near coffee machines for smaller informal meetings as 
well as variously sized meeting rooms for booked medium to large meetings and phone conferences. 
Still each department has its own secluded space. 

4.3.4 Job rotations and intra organizational transfers 
As the company has several sites in multiple countries, there are several ways to promote 
international job rotations. Both for line managers, project managers as well as on technical and 
sales level. There are both short term and long term contracts that are utilized and according to the 
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HR manager, there cannot be seen any deviation in employee turnover compared to those who do 
not utilize such internal mobility.  

Another part of job rotation and internal job transfers takes place in the local site. A similar approach 
is available were employees can be rotated to other departments between 3 to 6 months to build 
competence in other areas as well as to spread their own knowledge throughout the organization. 
Another reason for these job rotations is that seasonally the work load can vary a lot for some 
sections. Hence, it is also considered a way of load sharing according to a senior manager. 

In addition to that individual can be assigned to work on special projects outside their normal 
organization if their competence is needed for the bring up of new technology or new products. 
These assignments can be longer than 6 months and normally leads to individuals transferring to a 
new part of the organization according to the HR manager. 

4.3.5 Social Arrangements 
The organization promotes social arrangements on both section and organizational level through a 
series of activities and programs. On section level there is a budget based on headcount for social 
occasions outside work time. An example of activities can be typical team building activities like 
paintball, bowling or pool, followed by dinner or lighter food arrangements. However, the company 
has a policy which states that social activities should not be related to religious events. Hence, 
Christmas tables should not fall under the cause of a social activity.  

In addition the organization promotes social events for the whole site for two times per year were all 
employees are gathered for some kind of event to promote social networking throughout the 
organization.  

The company also has a corporate social responsibility program were employees can get up to 2 
days of per year which are to be spent on an activity targeted at giving something back to the 
community. An example of these activities can be to be a mentor for talented youths in school, 
teaching math’s or programming to youth or immigrants. 

4.3.6 Selection and placement 
Recruitment is an important part of building the organization and the company applies a rigorous 
process for employments. For employees who are not managers the HR organization requests that 
at least two interviews are performed as well as test of personality traits. For technical personnel 
there may also be some kind of technical validation such as programming test. 

In addition to this process there is also a process were the section managers can bring in 
consultants for short term tasks. If the consultant after a period of time has proven to fit the 
organizational requirements and delivers as expected. There may be a fast track process were the 
normal process is replaced by a simplified process where it is up to the manager to take a decision 
on if tests or interviews should be performed.  

For selection of management positions and higher positions in the organization the preferred 
recruitment base is internal recruitments. This is partly to promote the possibilities of internal careers 
as well as utilizing the competence build up within the company. 

During restructurings and downsizing of the organization, the company has applied several transfers 
of individuals from one part of the organization to another. The consideration is that talented and 
trusted employees can, with little training and support, become great contributors in new areas. 
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Experiences from these changes has been considered as positive, even though the amount of 
individuals leaving the company, who were subject of such transfers, is higher than employees not 
part of such transfers according to HR. 

4.3.7 Trainings 
Trainings are promoted and encouraged as long as they are relevant to the objectives of the 
organization. “Training on the job” by organizational job rotations as well as formalized trainings led 
by instructors is applied. The view from the company is that they are a highly attractive employer. 
Hence, even if formal certifications and trainings are offered, the employees should still consider the 
company as an attractive employer. 

The company also organizes “TED Talks” on various topics were internal as well as external 
speakers share knowledge, experiences and best practices in various areas. 

4.3.8 Job design and provisioning of necessary resources 
Job design refers to the conditions and prerequisite for each individual to carry out their daily tasks. 
This is not applicable in this study; hence focus will be on provisioning of necessary resources, i.e. 
information flow. 

The headquarter moved from Lund to Tokyo a couple of years ago and there was a consensus view 
of that the information flow has decreased since then and that high level decisions are taken outside 
the locus of control from the Lund organizations view.  

In addition, there is also a common view that there is a silo mentality were divisions work completely 
separated from each other within the conglomerate. However, that may be a misperception as there 
are several cooperation’s. However, the transparency to all employees may not be very wide. 

During the last years, innovation has become more of a focus area for the company. This has led to 
that a new business area has been created with a full focus on research and innovation as described 
in 4.3.9. 

4.3.9 Perception of direct or indirect control strategy 
The organization has the self-perception of an innovation focused organization, though all managers 
who were interviewed also mentioned that the organization also have a high focus on costs due to 
the current financial situation of the company. However, the common view was that even though the 
regular operations were affected by cost focus. The innovation activities and programs were not 
affected. 

An example of the innovative strategy and entrepreneurial mindset can be seen in the organizational 
setup was a special R&I (Research and Incubation) unit was created 2015 alongside the regular 
development organization. The R&I unit has as main goal to perform research and drive innovation 
and new business concepts, file patents to contribute with IPR and evaluate and drive development 
of new products outside the scope of the existing products. 

The R&I has an outspoken strategy to generate new business within the internet of things segment 
and innovation teams within this part consists of professionals with different competencies and 
backgrounds to be able to challenge each other’s ideas to a greater extent. The common 
denominator is that the individuals are considered as having the potential to be highly innovative. 
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In addition to the R&I, the company organizes innovation workshops and incubator programs for 
employees who come up with ideas that can be developed into new products or services. 

4.4 Summary of interviews 
To get an overview and summary of the answers given in the interviews, the results have been 
summarized in Table 1: Cross section analysis of respondent’s data for cultural control and Table 2: 
Cross section analysis of respondent’s data for personnel control. 

Table 1: Cross section analysis of respondent’s data for cultural control 

 Company A Company B Company C 
Group rewards Yes, in a few cases No group rewards 

Patent applications 
rewarded. 

No direct group 
rewards  
Part of yearly 
incentive program on 
department level. 
Patent applications 
rewarded. 

Code of conduct Code of conduct and 
ethics exist but are 
not reviewed on a 
continues basis 

Code of conduct is 
reviewed yearly 

Code of conduct and 
ethics is reviewed 
and signed yearly by 
all employees 

Intra organizational 
transfers and job 
rotation 

Job rotations are 
used, both locally and 
internationally on all 
levels and are 
increasing. 

Very limited usage of 
job rotations. 

Job rotations are 
used, both local and 
international on all 
levels.  

Physical 
arrangements 

A mix between Open 
office spaces and 
own offices. 
Single/dual offices 
are given to all 
managers and 
professionals upon 
request and 
possibility 

Open office is used 
by everyone and 
there are no 
exceptions. 

Open office is used 
by everyone and 
there are no 
exceptions. 

Social 
arrangements 

Yearly company 
parties and team 
activities 1-2 times a 
year. 

The company has a 
yearly company part 
and budget for team 
activities for. 

All Teams have 
arrangements 2-3 
times a year and 
whole office at least 2 
times a year. 

Perception of direct 
or indirect control 
strategy 

Focus on sustainable 
use of resources and 
on future 
opportunities. 

Focus on internal 
efficiency and formal 
controls  

Innovation is key but , 
cost focus is vital. 
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Table 2: Cross section analysis of respondent’s data for personnel control 

 Company A Company B Company C 
Selection and 
placement 

At least 2 interviews, 
technical 
assessment, IQ and 
personality test. 
Managers are 
preferably recruited 
internally. 

At least 2 interviews, 
technical assessment 
and personality test. 
Managers are 
preferably recruited 
internally. 
Increased diversity as 
policy 

At least 2 interviews, 
technical assessment 
and personality test. 
Managers are 
preferably recruited 
internally. 

Training Trainings are 
promoted to increase 
competence build. 
Budget per employee 
and year about 2 500 
SEK. 

Mandatory trainings 
as part of 
reorganization 2 
years ago, very 
restricted since. 

Trainings are 
promoted to increase 
competence build. 
Budget per employee 
and year about 
25 000 SEK. 

Job design and 
provisioning of 
necessary 
resource 

An open information 
flow is not a natural 
behavior. The flow 
depends on location 
in the organization 
and respective 
manager’s 
preference. 

Open information 
flow 
 
Good relations with 
headquarter 

Silo mentality with 
very limited 
information flow 
between divisions 
 
Information flow from 
headquarter is 
improving 
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5 Analysis 
The analysis will be done according with the method described in section 3.4. The analysis is 
structured in the same way as the interviews are summarized in Table 1 and Table 2 

5.1.1 Group rewards 
At company A, based in Denmark, group rewards has been implemented in small scale. While the 
two companies based in Sweden do not have anything yet. According to Gomez-Meija et al. it is 
seen that companies where group rewards are implemented, groups performance is increased 
(Gomez-Mejia & Franco-Santos, 2015). Based on this is would be recommended that company B 
and C implement group rewards to increase the performance of the groups.  

5.1.2 Code of conduct 
All companies do have a code of conduct. However it is used and communicated to the employees 
in different ways. At company B and C all employees needs to sing the code of conduct on a yarely 
basis, with the intention to remind the employees of the company code of conduct. The approach at 
company A is totally different, where the code of conduct is a document that exists but is not actively 
used.  

However all interviewees said that the code of conduct is useful for some but not for all. And the 
individuals that need it, the once that are cheating, do not use it. 

Company B and C has both been caught by media being involved in corruption, this may have an 
effect on how these two companies handle code of conduct, to explain why the employees needs to 
sign the code of conduct on a yearly basis. But according to Thaler and Helmig there is no 
unambiguous evidence that code of conduct has any affect on an organization (Thaler & Helmig, 
2015), which would make the signing process at company B and C unnecessary. According to 
Thaler and Helmig the ethical leadership is much more effective organization (Thaler & Helmig, 
2015) and this is also in line with Merchant et al. who considers that merely having a set of ethical 
standards and rules and taking steps that employees have read them is just not enough (Merchant & 
Van der Stede, 2012). To conclude, the most important tool for companies to enforce the appropriate 
behavior is that the managers lead by example.  

5.1.3 Physical arrangements 
Regarding physical location and distribution of offices there is a big difference between company A 
and B and C. Where company A has much more single/dual offices compared to the others. For all 
three companies the selection of office layout is a policy decision, either that all should be located in 
open offices or that certain functions shall have single office. According to Merchant et al, office 
plans could be used actively to promote employee equality and signal the importance of innovation 
(Merchant & Van der Stede, 2012). If it is a desire to increase the informal interactions between 
colleagues, an open office layout is preferred (Toker & Gray, 2008). Hence, according to literature, 
company A may benefit from moving towards less single/dual offices and towards more open office 
landscape. 

5.1.4 Intra organizational transfers and job rotation  
The possibility of job rotation and internal transfer differs a lot between the three companies. For 
company A and C job rotation is worked with actively, for instance in company A it has its own KPI, 
but it can also be initiated upon request from the individual. For company B, all opportunities are 
open, but on the individual request.  
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Referring to the research done by both Nguyen et al. and Ajusa et al, job rotation has a positive 
influence on innovation (Ajusa & Atambo, 2016; Nguyen, et al., 2016). This points that company A 
and C  is actively following the current research findings within the field, while company B could look 
in to their possibility for job rotation and evaluate if they would benefit their organizations needs. 

5.1.5 Social Arrangements 
All three companies have a quite similar level of social arrangements, both for smaller 
teams/departments but also on company level. Social arrangements are important to create bonds, 
social or emotional, between colleagues according to Merchant et al, this since the strength of these 
bonds are directly connected to the strength of the culture control at the company (Merchant & Van 
der Stede, 2012). Based on this the companies are behaving as expected and in line with the 
literature. 

5.1.6 Selection and placement 
All three companies have a similar selection process of new employees. It is only company A that 
stands out with including an IQ/performance test. The selection of new employees is of high 
importance, especially since all the companies in the study are large firms. The basis for the 
selection being so important is that it is essential that all are working in the same direction (Ouchi, 
1979; Snell, 1992). Company A stands out with respect to selection and hiring of managers. They 
have an outspoken strategy to hire managers via internal recruitment, if possible. On one hand it 
would be beneficial with respect to get everybody to working the same direction, i.e. a strong culture 
(Baliga & Jaeger, 1984), on the other hand this can result in transformation inertia and counteract 
innovation, transformations can be easier with managers of different background (DuBrin, 2012). 

5.1.7 Training 
A clear notion in regards of the common view of training in the companies is that it is considered 
important, however it is restricted. The training is limited to ensure that the employee can fulfill their 
daily work, so generally accepted/established educations and certifications like PMP are avoided, 
and customized internal trainings are applied instead. This is to some extent reflected by the 
educational budged presented in Table 2.The reason for limiting the general educations/certificates 
is that it makes the employees too attractive for other employers. This is in line with the research 
presented by both Nguyen et al. and Ajusa et al. (Ajusa & Atambo, 2016; Nguyen, et al., 2016).  

Both Ouchi and Snell described the importance of training to en sure that everybody works in the 
same direction, (Ouchi, 1979; Snell, 1992). So the restricted amount of education and training can 
be counterproductive for the company, i.e. saving money on one hand but not focusing the resource, 
losing money, on the other hand.  

In the case with general educations and certificates it is diffidence between the company B and C on 
one side and company A on the other side. Company B and C half-hearted supports general 
educations and certificate in providing literature and study groups but it have to be done outside 
working hours. On the other side company A just neglects such educations/ certificates with the 
motivation that you get to attractive for the general job market.  

5.1.8 Job design and provisioning of necessary resources 
The information flow in the organization is essential and what different obstacle the three companies’ 
faces are different, but the outcome is more or less the same. And open/constant information flow is 
not a natural behavior in any of the three companies. 
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Company B and C has embraced the open office culture, which according to Toker and Gray, will 
enhance the informal information flow (Toker & Gray, 2008), while company A has a totally different 
approach to office layout, which could be a hinder for the free flow of information.  

If looking at the innovation teams at the respective company, the extent of information flow was very 
different. At company A it was very dependent on the manager in charge, at company B everybody 
agreed that the information flow was good and at company C it was very limited due to 
organizational silo mentality. For both company A and C a more open policy would be beneficial, 
especially if they have innovation teams that benefits from a promotive control approach (Tung & Yu, 
2016). 

5.1.9 Perception of direct or indirect control strategy 
All three companies have a strategy with more or less cost focus. A cost focused strategy, there will 
be put more focus on direct controls, and this will have a negative effect on the innovation capability 
of the company (Merchant & Van der Stede, 2012). There is a difference between the companies 
how strongly they implement the cost focus and what counter measures they take to limit the effect 
on innovation. Company B does have an outspoken strategy on cost focus with less focus on 
innovation, even cases with negative rewards when not performing good enough. Looking at 
company A and C, they do have several counter actions, like KPIs and special organizations to 
handle new ideas.  
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6 Conclusions and implications 
The aim of this thesis was to investigate what the research states about cultural and personnel 
controls in the management control system as a promoter of innovation. In addition to that 
similarities and differences in terms of the cultural controls were investigated in three mature 
innovation focused R&D companies located in the same region with different organizational and 
cultural background. 

An extensive literature review was performed and presented that gave a theoretical framework to 
build a case from and supported in selecting the methodology. 

Empirical studies were performed with interviews at the selected companies and the results were 
analyzed and compared to relevant theoretical framework. 

The conclusion is that all the companies included in the case study do many good things to promote 
innovation with help of indirect controls, but there are also several areas where there is a potential 
for improvement.  

The areas where the companies are doing what is expected, and in line with the theory are, social 
events, code of conduct, job rotation and selection and placement of new employees.  

6.1 Discussion of research contribution 
This thesis contributes to the research of management control systems by adding a geographical 
context to cultural and personnel controls implemented in mature R&D organizations. The findings 
provide evidence that the mature organizations have indeed implemented several indirect controls 
which are in line with latest research. Yet some distinctions are revealed where it is seen that though 
companies which are regarded as and has the self-perception of being highly innovative, still have 
some improvements that could be applied were research clearly states that innovation benefits can 
be achieved.  

The study also provides several examples of implemented control systems that confirm previous 
research within the area of how innovation is affected by social and personnel controls.  

Empirical findings strengthen the findings of Ajusa et al. and Nguyen et al. were the companies 
restricts specific educations which are seen as valuable to other companies, which could increase 
the number of employees leaving the company (Ajusa & Atambo, 2016; Nguyen, et al., 2016). 

6.2 Proposal for further research 
As this thesis is limited to three organizations which passed the selection criteria. It would be of 
value to widen the investigation to a wider array of organizations in the Greater Copenhagen region 
to validate the findings that has been done in respect to the cultural and personnel controls of 
multinational corporations in the region. This would be a vital part of making the findings more 
applicable to a wider generalization and creating a viable theoretic contribution to management 
research. 

As the national distribution of companies in the study was two from Sweden and one from Denmark, 
it would also be interesting to study a larger number of companies from each country to reveal more 
cultural contexts that can have impacts on how to design the cultural and personnel controls. 
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Appendix A 
The following questions were used during the semi-structured interviews with the employees of the 
selected companies in this case study.  

Questions 
To ensure that all interview objects has the same relation to the terms and concepts that are 
presented and discussed during the interview and short introduction is given to the four control 
mechanisms described in chapter 2. 

 What strategy has the company, cost focus or not? 
 Code of conduct, do you have one? And how is it used/implemented? 
 How does a typical innovation team look like? Would you say that the strategy has been to 

collect very innovative individuals or less innovative individuals to spar with each other? 
 How is information flow in the innovation teams? 

- Constant flow from outside in or are the information screened/selected by the 
manager to avoid unnecessary information? 

 Is there a given direction on innovations which areas that are relevant at the moment? 
 How do you experience the manager’s role in the team? Spread knowledge and let 

everybody have a say or is it more direct decisions and directions that are given? 
 What social arrangements does the company have? 
 Training, which opportunities are the within the company? 

- How does the company ensure that knowledge gain from training in shared? 
 Do you have group rewards? 

- How is the reward system set up? 
 In your organization, which control method do you consider to be the most dominant? 

- Action Control 
- Results control 
- Indirect control 

 Personnel control  
 Cultural control 

 Innovation networks, is that something that exist in the company with the purpose to generate 
new ideas? 

 The organizations, is it in your mind decentralized? If so are you equipped to take the 
necessary decisions connected to innovation? 

 Has the company enhanced any innovation that is out of its core business strategy? 
 How and why does the company act to support innovation?  
 At which level does innovation occur? 

- By dedicated teams? 
- Can anybody in the organization come up with ideas? If so is there a structured way 

to handle them? 
 What are the core values of the company and how are they communicated? 
 Job rotation, do you use that? 

- How does that work?  
- Selection criteria’s?  
- Common within the company? 

 How are the offices designed? 
- Is it open space where managers work in close proximity to employees? 
- Are employees members of their professional association?  
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- Does this membership have an effect on employees‘ behavior at work 
 How do you select your personnel?  

- What trade off do you make between skills and the candidate's values? 
 What does you recruitment process look like? 
 If you have different ways of distributing office space, how do you do that?  

- To enhance innovation? 
- To reward good employees? 

 


