“Lalhoun

Institutional Archive of the Naval Pastgraduate School

Calhoun: The NPS Institutional Archive

Faculty and Researcher Publications

Faculty and Researcher Publications

2007

Management control systems as a tool
for planned organizational change

Beekman, Matt

Cost Management, Volume 21, Number 5, September / October 2007

http://hdl.handle.net/10945/43829

ﬂﬂ“‘i DUDLEY

“ﬂ\“ LIBRARY

hitp://www.nps.edu/library

Calhoun is a project of the Dudley Knox Library at MPS, furthering the precepts and
goals of open government and government transparency. All information contained
herein has been approved for release by the NP5 Public Affairs Officer.

Dudley Knox Library / MNaval Postgraduate School
411 Dyer Road / 1 University Circle
Monterey, California USA 93943



ana ;Fnent\

September/October 2007 volume 21 Number 5

5 Service Sector Costs: An lllustrated Theory of Pricing

and Control
Marshall Garber

1 5 Management Control Systems as a Tool for Planned

Organizational Change
Matt Beekman, Robert H. Chenhall, K.J. Euske

26 Management Accounting Philosophy II: The Cornerstones
of Restoration

Anton van der Merwe

34 The Identification and Type of Costs Used in Cost
Reduction Decisions

John A. Brierley, Christopher J. Cowton, and Colin Drury

40 Using Theoretical Capacity to Eliminate Manipulation
of Absorption Costing Income

Parvez R. Sopariwala

3 From the Editors

Joe and Catherine Stenzel

WGE&L
=




MANAGEMENT

CONTROL SYSTEMS
AS ATOOL FOR

This article presents an overview of the Huy model of planned organizational change

and uses the model to interpret the evolution of the management control systems

of two similar organizations over approximately a ten-year period.

PLANNED
ORGANIZATIONAL
CHANGE

MATT BEEKMAN, ROBERT H. CHEMHALL, AND K.J. EUSKE

n management control literature
there is growing interest in the
role of management control sys-
tems in planned organizational
change. The existing literature is
concerned with either rational, techni-
cal change principles or more behav-
torally oriented processes of change with
little emphasis on how these approaches

interrelate. A more holistic approach to
the analysis of change is important to
develop a comprehensive understand-
ing of the role of management control sys-
tems in planned organizational change.
Huy' provides a useful integrative model
that focuses on both rational, system-
atic practices and the behavioral processes
involved in their implementation. This
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MANAGING
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CORE
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FOR BOTH
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TRANSFORM-
ING ORGANIZA-
TIONS OVER
TIME AND
ENHANCING
ORGANIZA-
TIONAL
PERFORMANCE.
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is achieved by identifying four idealized
intervention types: commanding, engi-
neering, teaching, and socializing. Under-
standing the application of these four
intervention types requires analysis of
the way they interact through time.
This article presents an overview of the
Huy model and then uses the model to
interpret the evolution of the manage-
ment control systems of two similar orga-
nizations over approximately a ten-year
period. The organizations selected for
the study were similar and provided an
ideal opportunity to compare and con-
trast the organizations’ experiences. The
two organizations are:
« From the military sector
+ Approximately the same size
+ Working toward essentially the
same goals for change over the same
time period
» Implementing the same type of
management control systems to pro-
vide a platform for change.
Managing change is a core compe-
tency necessary for both successfully
transforming organizations over time
and enhancing organizational perfor-
mance. There are useful theories that
aid in understanding the interaction of
planned change in technical and social
systems. These theories often prescribe
the use of highly rational change man-
agement techniques that tend to focus
on understanding how behavioral inter-
actions between individuals leads to
changed cognitions and belief struc-
tures. Other approaches focus on the
gap between the assumed and actual and
why the effects of purposive interven-
tions may be enhanced or hindered by
a match or mismatch between assump-
tions and actuality.

Background

Researchers such as Simons?and Davila®
have discussed the use of management
control systems (MCS) to effect planned
change. However, the role of MCS in
planned change has not been studied
widely. The field of MCS contains little
theory or empirical work that specifi-
cally addresses change frameworks or
how MCS are used in efforts that attempt
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to integrate both rational and cognitive
perspectives. Rational issues involve pur-
posive change in the design of MCS and
other structural and work-related ini-
tiatives. Cognitive concerns consider the
actions of individuals and include con-
sideration of the cognitions or the knowl-
edge structures, core beliefs, and schemas
that influence the way individuals respond
to change initiatives.*

Using the experiences of an Australian
and a U.S. organization, this project pro-
vides an analysis of how MCS, initially
based on activity-based cost manage-
ment (ABCM), is used as the basis for
change.® The change initiatives occurred
over similar time periods in both orga-
nizations from the initial design in 1993
for the Australian organization, and from
1995 for the U.S. organization, until 2004
for both organizations. Before the change
initiatives were started, the organiza-
tions had a much greater emphasis on
effectiveness rather than efficiency, which
was a characteristic of military organi-
zations at the time. Planning and con-
trol by operational units was guided by
military doctrine and evaluated on the
effectiveness in achieving military goals.
Efficiency was not totally disregarded;
however, it was not a primary focus.
Management tended to be operationally
focused with few formal management
controls to integrate processes. Account-
ing was used primarily for budgeting,
on a cash basis. Decisions on resources
were made at senior levels while resource
allocation was the responsibility of the
operational management who were
focused on execution.

Overview of the military organizations

In the early 1990s, both organizations
faced political pressure to improve efficiency,
to identify the resources associated with
differentlevels of readiness, and to become
more accountable for the use of public
resources. Additionally, there was grow-
ing pressure for the entire public sector to
change from a “public service” mentality
to a more “business oriented” approach
to management. These pressures extended
to the military with governments pres-
suring the armed forces to justify costs



and, more generally, demonstrate concern
with delivering outcomes in effective and
efficient ways. An innovative MCS based
on ABCM was seen as a way to map activ-
ities to different capabilities and to asso-
ciate costs with these activities. On the
basis of working with this activity and
cost information the senior management
claimed that they expected that the orga-
nizations’ operational management would
move from the traditional military effec-
tiveness emphasis to an orientation that
focused on efficiency fostering a cost con-
sciousness. This would satisfy political
pressure for more accountability and bet-
ter equip senior management to argue for
new resources or indicate the resource
and capability implications of budget cut-
backs. More generally, it was expected that
the MCS would provide a basis for improved
understanding of processes with a view
to enhancing effectiveness and efficiency.

Australian organization

In Australia, early in the 1990s gov-
ernment pressure resulted in the surprise
closure of several facilities in the Aus-
tralian organization. As a consequence,
senior military management recognized
it needed to convince government that
it understood the resources needed to
deliver on agreed policy. Importantly,
management needed to demonstrate
that it was alert to the costs of con-
ducting defense operations and that it
could provide evidence of the pitfalls of
resource cutbacks. ABCM had gained
popularity in the private sector and was
identified as a MCS technique to iden-
tify resources associated with the activ-
ities of delivering agreed defense
outputs. The change process within the
Australian organization involved three
distinct stages. First, given the novelty
of ABCM to defense, an initial stage
involved a four-year period (1993-97)
of researching, defining, and pilot test-
ing the systems. This was followed by
rolling out the systems for managerial
use across the entire organization (1998).
After two years it was apparent that the
systems had atrophied with many per-
sonnel believing that ABCM had been
abandoned. A third stage involved a
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renewal of ABCM (2001), which con-
tinues to the present.

U.S. organization

In the U.S. organization, a number of
government improvement initiatives and
statutes, such as the Chief Financial Offi-
cers Act (1990), Government Perfor-
mance and Results Act (1993), the
Government Management and Reform
Act (1994), and the Clinger-Cohen Act
(1996) helped focus the U.S. organiza-
tion on providing accountability in terms
of costs related to performance out-
comes. As in the Australian organiza-
tion, three stages were identified. In the
first stage (1995-1996), there was a grow-
ing awareness that the existing program
budgeting model was unable to provide
meaningful cost information. This moti-
vated a search for an enhanced way to
understand costs associated with the
work of the organization. As in the Aus-
tralian case, the growing popularity of
ABCM and its potential to help under-
stand costs was recognized by senior
management. Senior managers reexam-
ined the efficacy of program budgeting
and the potential of ABCM to improve
understanding of costs. This culminated
in a decision to adopt ABCM in a seg-
ment of the organization that accounted
for about 30 percent of the organiza-
tion’s costs. In 1997, the second stage
involved the testing of ABCM in this
segment of the organization. This
involved the leaders of the project devel-
oping, in house, an ABCM methodol-
ogy. A pilot ABCM was then initiated at
selected sites. In mid-1999 the leaders of
the project were transferred and by early
2000 the effort atrophied. In 2001, the third
stage, a rebirth of the project commenced.

Theoretical framework

We use a model developed by Huy to
examine and contrast the experiences
of both organizations.® Huy argues that
there are four ideal types of planned
change: commanding (formal structures),
engineering (work processes), teaching
(beliefs), and socializing (social inter-
relationships). Each type is described
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by identifying specific practices and the
nature of the implementation proce-
dures, including leadership and the pac-
ing of change. Planned change involves
combining these ideal types, deciding
on the sequencing of the types, and tim-
ing of the sequencing. The effectiveness
of change efforts depends on matching

these ideal types to suit the context of
the organization and the dispositions of

individuals involved in change. This
study examines the role of ABCM as a plat-
form to induce a planned change from
a military to a more business-like man-
agement orientation. In this section, we
outline the essential practices and pro-
cedures of each ideal type.

The Huy approach has distinct assump-
tions associated with each planned inter-
vention mode. As assumptions differ
between modes of change, it becomes

important to examine the effective sequem—
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ing, timing, and the pace of change when
considering how multiple intervention
modes are sequenced or act in combina-
tion. The explicit consideration of the dif-
ferentintervention modes and the multiple
conceptualizations of time make the Huy
model particularly attractive for the analy-
sis of the role of MCS as a basis for change
when studying change over a relatively
long period of time. Exhibit | summarizes
key attributes of this approach.

The commanding intervention follows
the approaches taken in formal strate-
gic planning involving examination of
the external and internal situations,
applying analytical frameworks to make
changes in tangible organizational
attributes such as introducing formal
structures, and acquisition or divestment
of people, assets, and systems. Leader-
ship is by a top management team that
employs a power-coercive style and is
assisted, typically, by external consul-

tants. There are clear orders and sanc-
tions to ensure compliance. Preferred
changes are paced in a rapid way to pre-
vent resistance developing momentum.

The outcomes of change are near-term
and progress towards these is measured
inlinear, clock-time, Wthhl the same

for individuals at both higher and lower
levels in the organization. While this
intervention aims to achieve highly vis-
ible outcomes in tangible factors, it is
unlikely that a command intervention
will foster long-term changes in basic
beliefs and vqlue

The engineering intervention is con-
cerned with analyzing, understanding,
and redesigning work processes to
improve the quality and speed of work.
Approaches such as TQM, quality ¢
cles, and process reengineering exem-
plify this type. Change leadership
managed by skilled work process ana-
lysts who guide and develop employ-
ees’ technical skills. Time 1s clock-time
but is paced to the overall logic of the
work processes. As processes and skills
take time to understand and develop, pac-
ing is somewhat slower than in the com-
mandmg intervention with the type
favoring medium-term pacing. Success
is based on employees” acceptance and
use of new work practices.

irs




The teaching intervention involves a
formal analytical and guided learning
approach in which individuals collabo-
rate with a change agent to change their
own personal fundamental beliefs. The
approach uses outside intervention agents
to undertake cognitive diagnoses as a
prelude to change in behaviors that will
enable individuals to learn freely and to
accept new values and beliefs. Because
individuals will be involved in compar-
ing the changing situation with their
past, the change initiative recognizes an
individual’s “inner time.” Inner time is
subjective with different events seem-
ing to be passing more or less rapidly.
Accommodating inner time requires
change agents to be patient and avoid
generating too much personal distress by
rushing events. This intervention entails
a moderately long time period involving
a gradual and voluntary process that can
rarely be imposed by pure power.

The socializing intervention focuses
on the quality of social relationships
among organizational members and
involves issues of individual emotions,
power,and politics. As such, this ideal type
is more concerned with behavioral fac-
tors associated with the process of change.
Changes in behavioral interactions are seen
as a prelude to changes in beliefs (unlike
learning that sees changes in beliefs lead-
ing to changes in behavior). Leadership
is provided by change agents who are
often self-motivated employees. These
employees have accepted and believe in
the change. They attempt to engage in
experiential learning with others. The
concept of time is qualitative social time
that is defined by meaningful events
involved in social processes, such as
bonding. The pace of change, therefore,
depends on when meaningful events occur
that enhance social bonds. Change occurs
through the process of personal, open,
and imaginative conversations. People
respond based on the nature of the rela-
tionship between themselves and others.
Socializers differ from teachers because
the former need to change themselves
while the latter are outside or transient
to the social systems. The phasing of this
type is gradual and long term with change
in relational behavior preceding changes

in values. Change agents guide the change
processina cooperative mode with indi-
viduals taking time to decide if the pro-
posed change improves their welfare and
I1s not just opportunistic.

Learning from both organizations

A key concern in advancing our knowl-
edge of the change process is understand-
ing how different modes are combined and
sequenced to ensure effective change. This
section examines data from both organi-
zations to discuss the ways in which the
intervention modes were combined and
sequenced. It examines relevant assump-
tions, both temporal and non-temporal, of
the four intervention types and shows how
Huy’s framework of effective planned change
requires consideration of situational fac-
tors and the dispositions of individuals,
both of which evolved through time. In
essence, Huy proposes that large-scale
change involves the enactment of multi-
ple ideal intervention types: commanding,
engineering, teaching, and socializing.

The effectiveness of applying these
ideal types depends largely on which
modes are combined, the timing of the inter-
ventions, and the pace of change. We
found that while each organization aimed
to effect change by implementing ABCM,
they combined and sequenced the inter-
ventions in different ways. It is the effec-
tiveness of combining and sequencing
interventions that provides organizations
with a“temporal capacity” to manage the
process of change. Both of our research
sites experienced difficulties in devel-
oping effective temporal capacity at var-
tous times over the ten years of the study.
Situational factors of importance in under-
standing the application of the model
were the extent of pressure from the exter-
nal situation, the extensiveness of the
change (organizational or local initia-
tives), the complexity of the work situa-
tion, the level of structural autonomy,
and personal dispositions to change.

In both organizations, the motivation
to employ MCS to help effect a change from
a military to a managerial orientation
derived from external political pressure
for the organizations to be more account-
able and more professional in their use
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THE GROWING
POPULARITY OF
ABCM IN THE
PRIVATE
SECTOR
PERSUADED
SENIOR
MANAGERS TO
EMPLOY THIS
TECHNIQUE TO
HELP EFFECT
CHANGE.
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of resources. The growing popularity of
ABCM in the private sector persuaded
senior managers to employ this technique
to help effect change. While this initial adop-
tion may be explained in terms of fash-
ion, senior managers appear not to have
lost faith in the potential of the technique
to assist in providing valuable informa-
tion critical to their change initiatives
over the ten years of the study. The key
issue over the duration of the project has
been how to implement the systems to
gain buy-in by operational managers.

Commanding interventions

The commanding intervention was the
first type applied by both organizations.
The data indicate that both organizations
had an initial intention of implementing
a commanding intervention. The Aus-
tralian case was an organization-wide
application; the U.S. case involved two
test site applications within decentral-
ized units. The essential difference relates
to the extent of change, with the Aus-
tralian case involving a much larger scale.
It is in large-scale change that the com-
prehensiveness of the commanding inter-
vention becomes particularly important
to ensure organization-wide take-up of
change programs.” The data supports
Huy’s proposition that the commanding
mode is unlikely to be effective unless
there is close supervision and the mode
delivers fast, highly visible, and regular
outcomes. In the development stage for
the Australian case, the commanding
mode did not produce fast improvements,
did not achieve near-term outcomes, was
not entrained by outside factors,and was
not monitored in quantitative clock time.
As predicted by Huy, the commanding
mode was not effective in implementing
the ABCM-based change initiative with
the development taking three years. Even
then the resulting product was not com-
plete, being based on a prototype.

In the U.S. organization,an initial com-
manding intervention was employed. An
implementation model for ABCM was
developed by three senior managers who
were advocates for the new MCS. The new
MCS was rapidly deployed and quickly
used at test sites. This satisfied the com-
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manding intervention’s requirements for
fast, visible, near-term outcomes identified
in terms of quantitative time. The com-
manding mode suffered a serious inter-
ruption as the key senior personnel were
transferred to other duties before they had
time to convince other managers to con-
tinue with the commanding intervention.
The U.S. data provides an elaboration of
the critical importance to effective com-
manding interventions of ongoing entrain-
ment by change program managers. The
continuity provided by “external pacers”
is required to ensure the initial benefits
from commanding interventions can be
matched with other activities and syn-
chronized across the organization as the
change program evolves.

One of the non-temporal assumptions
for the commanding intervention is that
top management is in control and will
drive the commanding intervention with
“the use of clear orders and implacable
sanctions to deter disobedience”.® In dif-
ferent ways, both organizations dem-
onstrated how violating this assumption
in their initial implementations leads to
ineffective outcomes. The Australian
organization did not create a set of clear
orders to use the new system, nor were
there sanctions for those who did not do
so. Moreover, indifference from senior
management meant that there was no
close personal monitoring to provide
clear orders and sanctions. The U.S. orga-
nization also had not formalized the com-
manding intervention by way of clear
orders and sanctions. While senior man-
agers were strongly committed, without
this level of formality their effectiveness
was lost when they were transferred.
Leadership within the commanding inter-
vention was clearly important in both
organizations. A lack of a strong coercive
leadership style in the Australian case
and the movement to other duties of the
senior managers of the U.S. case resulted
inalack of effective outside entrainment
to pace the MCS implementation.

Combining and sequencing

interventions

The way in which interventions are com-
bined and sequenced is critical to under-




standing the application of Huy’s theory
of planned change. Both organizations
provide evidence on the difficulties of com-
bining modes derived from incompati-
bilities in the timing and pacing of the
modes. The initial Australian com-
manding intervention was combined
with an engineering intervention. Given
the nature of the new MCS, the engi-
neering mode formed an essential ele-
ment of the change initiative at the
planning and rollout phases. That is, this
mode facilitated the development and
understanding of the work processes
underlying the ABCM initiative. It is
clear that the organization-wide approach
generated high levels of complexity in
understanding work processes and devel-
oping the new MCS systems. Given this
complexity, it seems, with hindsight, that
this process would be protracted.

The data indicates that a consequence
of combining an imperfect commanding
and a complex engineering intervention
resulted in domination by the engineer-
ing intervention. By emphasizing an engi-
neering intervention, the change managers
could demonstrate that the organization
was busy analyzing and understanding work
processes. This produced a series of engi-
neering-based outcomes. As a conse-
quence, for a period of time there was less
pressure from senior management, who
had a focus on the commanding mode,
to demand evidence of progress towards
the organization-wide changes toa more
managerial organization. However, it
eventually became apparent that the ini-
tial expectations of the commanding
intervention were not being effected and
the change initiative atrophied.

The data also suggests that the slower
pacing required for the highly complex
engineering intervention did not match
the faster pacing required for the com-
manding intervention. This mismatch
in the phasing and the delays caused by
the time-consuming process of collect-
ing information from the engineering
intervention resulted in a number of neg-
ative outcomes. Importantly, the orga-
nization was not able to deliver the
fast-paced, highly visible outcomes nec-
essary for an effective commanding inter-
vention. Given the long period of time
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involved in the engineering interven-
tion, some individuals who were part of
the early commanding and engineering
interventions were moved to other posi-
tions. This resulted in new personnel
being confronted with the ABCM change
initiative who had no experience with
the early commanding mode. Consistent
with the model, this appears to have
resulted in increased resentment and
resistance by those who were affected
by the engineering intervention but had
no experience with the expectations of
the earlier commanding mode.

The U.S. organization did not have a
blended or combined set of interventions
during the initial stage. It used a focused
commanding intervention driven by
strong environmental imperatives. How-
ever, in the second stage, once the deci-
sion was made to implement a new MCS,
the commanding intervention was sup-
ported with an engineering interven-
tion to identify activities and processes.
It is important to note that this engineering
mode was less complex and more focused
than was the case in the Australian orga-
nization. Also, some ftraining was
involved in the effort. However, it was
directed at instructing how to input
data into the system, not on how to use
the system. In summary, the U.S. orga-
nization employed a strong command-
ing intervention that provided a
disciplined approach for a focused engi-
neering application for the new MCS. This
facilitated a pacing for the engineering
intervention that was sufficiently rapid
to match the needs of the commanding
intervention for fast, visible outcomes.

Pacing considerations

The experiences of both organizations
show that combining commanding and
engineering modes requires the pacing
of engineering to be sufficiently rapid to
satisfy the requirements of the com-
manding mode. It also suggests that a
strong commanding mode can help to
ensure that the engineering intervention
avoids problems of scope creep and lack
of focus with the objectives of the change
initiative. The data supports the con-
tention that without a change in man-
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agers’ values, such “deep change”is unlikely
to occur. In the Australian case, the man-
agers were able to ignore the change ini-
tiative. Attempts to change managers
values to encourage take-up of the new ini-
tiatives were attempted by implementing
a teaching intervention. However, this
failed because of incompatibility with the
engineering intervention. It may be spec-
ulated that an approach that aligned the
sequencing and pacing of teaching with
engineering may have had beneficial out-
comes and mved the initiative from atro-
phymo [ndeed, recent positive experiences
in the renewal stage of the project suggest
that this is posmblc In the U.S. case, the
combined commanding and engineering
intervention was effcatlve in generating
local enthusiasm for the new MCS. How-
ever, the adoption of values consistent
with the change strategy was restricted
to the junior officers who were designing
local systems and not the ultimate users.
It is possible, as in the Australian case,
that combining the commanding-engi-
neering intervention with a teaching mode
could have afforded the opportunity for
the members of the organization in the field
and at headquarters to accept the new
mental model implicit in the system.

[n the U.S. case, the initial command-
driven implementation could have been
asuccess if key personnel had remained
in place for a sufficient period of time
to provide clear benefits to those who
were actively using the system. Addi-
tionally, these ben fits could have
accrued if the three senior managers
had convinced other senior managers to
continue the commanding intervention.
That support could have set the stage for
asocializing intervention to follow with
the aim of changing the underlying
beliefs given the new behaviors based on
the commanding intervention. How-
ever, with a change in key leadership
the sequencing did not occur.

The data related to the teaching inter-
vention provides evidence to reflect on
the process of phasing the pacing of dif-
ferent intervention modes. The sequenc-
ing of the teaching intervention during
the rollout of ABCM in the Australian
organization after the initial com-
manding and engineering intervention
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was an attempt to help managers develop
the mental models appropriate for the
new decision environment. Huy notes
that a slower pacing of the teaching inter-
vention helps to create a less _txessful
rhythm for the organization, following
the commanding and engineering inter-
ventions that typlgally mvolve Idpld and

ressful change. However, the teaching
intervention is implicitly designed for
the sharing of tacit assumptions and
cause-cffect relationships

['his helps provide the background
for people to retrospectively gain a greater
understanding of the current change ini-
tiative. Although the external change
agents implementing the teaching inter-
vention could help the members of the
organization reveal their tacit assump-
tions and cause-effect relationships, they
could not effectively relate to new peo-
ple entering the change environment
because of a lack of coordination between
themselves and the different external
consultants used for the commanding
and engineering interventions. The coor-
dination among different external change
agents involved in sequenced or com-
bined interventions is implicit in the
model. Nevertheless, our data suggest
that it may be beneficial to make this
obvious point explicit, thereby helping

to avoid potential problems in execut-
ing multiple interventions.
[t is noteworthy that the reintroduc-

tion of the leauhmg, intervention in the
Australian organization during the
renewal stage was effective duc to the
lessons learned from the earlier dis-
connect between engineering and teach-
ing consultants and from the prolonged
engineering intervention work processes
change requirements. Using this infor-
mation, the teaching intervention was
highl y focused and pertinent to man-
agers’ day-to-day activities. In sum-
mary, the matchmg or phaslng of the
pacing of combined or sequenced inter-
ventions is a key point in Huy’s dis-
cussion. Our data for both organizations
illustrate the mismatch in pacing that
can occur in combining different modes
and the deleterious effect on the inter-
ventions. However, both organizations
had the opportunity to reexamine their
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experiences and on reintroducing the MCS
change initiatives were sensitive to prior
difficulties in sequencing and pacing
change initiatives.

Socializing and integration

Socializing is an important interven-
tion mode in Huy’s model. This can be
distinguished from the other modes as
it directly addresses personal interre-
lationships between organizational mem-
bers involving changes in relational
behaviors as a precursor to changing
values. In a sense, it i1s often the least
planned of the interventions requiring
organic social facilitation, often by orga-
nizational members rather than exter-
nal consultants. In the Australian case,
the success of the socializing mode in
a specific unit attests to the effective-
ness of this approach. In this case the
socializing intervention preceded and
facilitated the engineering and teaching
modes within the unit.

A central factor in the success of this
case was the positive dispositions of the
managers in the organization and close
working relationship between the man-
ager and the individual advising on the
engineering intervention. Without these
positive dispositions among the man-
agers throughout the organization, the
effectiveness of this combination of inter-
vention modes was not transferable to other
parts of the organization. Also, the
process of the socializing intervention
during the renewal stage of the Aus-
tralian application demonstrated how
personal values could be changed by pay-
ing attention to social interactions, sup-
ported by a well entrenched, if somewhat
simplified, engincering mode. Impor-
tantly, this combined intervention was given
sufficient time to be effected.

In the U.S. case, the use of training
sessions and conferences to encourage
socialization was largely effective among
the junior officers because of the strong
dispositions of the senior managers and
the junior officers who were designing
and implementing localized models
towards the new values embedded in the
move to a more managerial way of admin-
istering the organization. These dispo-
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sitions were derived from the educa-
tional background of the individuals and
their enthusiasm for new initiatives. An
additional motivation was for managers
to be perceived as part of a group that
were up to date with modern management,
for promotion purposes. In summary,
our data suggest that the ease with which
asocializing intervention can be imple-
mented is highly dependent on personal
predispositions to the change initiative.

Huy stresses that the context of the
organization is important to understand
how change should be planned. Thus far,
we have noted the importance of the
extensiveness of the planned change, the
complexity in understanding the work
processes underlying the engineering
intervention, and the role of personal
dispositions to acceptance of the ini-
tiatives. The nature of the organizational
structure also appears to be important.

In the U.S. organization, the change
initiative was implemented within a rel-
atively decentralized structure. The ini-
tial failure of the top-down commanding
intervention made clear to the senior team
of advocates that successful implemen-
tation was not an issue of meeting cen-
trally determined time schedules, but
rather one of shifting mental models and
norms of behavior of the autonomous
managers at the local level. With the rebirth
of the MCS project, the objective was to
develop acceptance of a new way of think-
ing and acting at the local level. The senior
team of advocates chose a combined teach-
ing-socializing approach to accomplish
this end. This lent itself to a more decen-
tralized effort than would have a com-
manding or engineering approach that
would have involved a loss of autonomy
for the decentralized managers.

In the U.S. case, consistent with the
decentralized structure, the ABCM mod-
els were developed at the local level dur-
ing the rebirth. This provided a way to
support a combined teaching-socializ-
ing intervention at the local level. The
models were relatively simple and very
focused. The expressed intention was to
stimulate the local managers’ appetites
with readily usable and understandable
data so the managers would request more
or different data from the model. In other
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THE EASE WITH
WHICH A
SOCIALIZING
INTERVENTION
CAN BE
IMPLEMENTED
IS HIGHLY
DEPENDENT ON
PERSONAL
PREDISPOSI-
TIONS TO THE
CHANGE
INITIATIVE.
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THE
COMMANDING
INTERVENTION

IS MOST
CLEARLY
COMPATIBLE
WITHA
CENTRALIZED
APPROACH.
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words, it was intended to create initial
information that was readily usable by
the local managers, presuming that they
would ask for more. The intervention
relied on a pull implementation strategy
rather than a push strategy based on
changing the values of the managers to
acceptance of the ABCM-based change ini-
tiative. From the perspective of the com-
bined teaching-socialization intervention,
the readily usable data led the managers
to new behaviors and provided oppor-
tunities to question the decision models
they employed. Given that the managers
were in effect driving the revisions to the
ABCM models through their requests,
they were provided the temporal space to
adjust their personal decision models
according to their own inner time.

In the Australian case, local managers
tended to restrict their administrative
work to centrally determined processes
and procedures. The development of
localized procedures and processes was
not encouraged. It might be expected
that in such a situation it would be rel-
atively easier than in the U.S. organiza-
tion to introduce a new initiative that
would be common to all segments and
allow for a close integration between
segment applications. The commanding
intervention is most clearly compatible
with a centralized approach. Several
members of the original ABCM team
indicated that they thought the initial
implementation should have used the
centralized structure to force individu-
als to adopt and use the new systems.
However, given an enthusiastic change
agent and support from above, encour-
aging a socializing mode within seg-
ments of a centralized organization is
possible. It may be necessary for the
change agent to be provided sufficient flex-
ibility to encourage dialogue and debate
about existing and new processes and
systems at the local level.

The way that the different interventions
are sequenced and combined appeared to
be dependent on situational factors and,
importantly, the dispositions of individ-
uals, both of which evolve through time.
One example of this is the different sched-
uling of the engineering intervention in
each organization. In the U.S. case, per-
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sonal dispositions towards the ABCM ini-
tiative were positive. Consequently, the
combined teaching-socializing interven-
tion was effective at the local level. An
engineering intervention became impor-
tant to promote compatibility among the
various decentralized ABCM models. In
the Australian case, negative dispositions
towards the ABCM initiative were appar-
ent. So while the intent at the rollout stage
was to employ an engineering-teaching
intervention for organization-wide change,
negative dispositions lead to alack of sys-
temsacceptance. It was not until a social-
izing mode was employed with its focus
on changing values to overcome negative
dispositions that the benefits of a teach-
ing-engineering intervention were effected.

From a financial and managerial point
of view, the new models in the two orga-
nizations generated potential conflict
for managers as they eroded (or at least
altered) the ability of the managers to place
current and future decisions in the same
context. Consequently, it was necessary
to accept that change would come ata pace
acceptable to the individual, not by some
prearranged schedule.

Conclusions

The experiences of the organizations
reported in this study have been inter-
preted in terms of a model that combines
both rational formal approaches to change
with behaviorally oriented modes. This
approach shows that understanding the
application of MCS to effect changes in
managerial orientation requires consid-
eration of how managers sequence dif-
ferent types of interventions and how
they time and pace the interventions.
There is no best way to combine or
sequence the intervention modes; man-
agers must understand how these inter-
ventions can blend and support one
another in different change environ-
ments. Combining, sequencing, and the
relevant pacing appear to depend on
whether the change initiative is com-
prehensive, organization-wide, or par-
tial within segments or levels of mana-
gerial autonomy and on the complexity
of work processes and individuals’ dis-
positions to altering the MCS.
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Temporal capacity is a key factor in man-
aging change. Temporal capacity helps
balance the tensions that derive from
the use of multiple modes of interven-
tion. Without balance, change may gen-
erate high levels of confusion and stress,
resulting in resistance to change and
atrophy of the change initiative. The
world of change is one of paradoxes
where seemingly incompatible inter-
vention modes must often be combined
to successfully effect planned change.

Finally, the role of serendipity must
be respected. The arrival of managers
with the appropriate dispositions to
implement the new MCS to help change
the organization at the appropriate time
is difficult to attribute to rational deci-
sion making processes in either of the
two organizations studied. This research
demonstrates that an analysis based on
a holistic model enhances understand-
ing of the role of management control
systems in planned organizational change.
Moreover, it demonstrates the ways Huy’s
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holistic model is a useful tool for predicting
problems that arose in the change process.
More generally, the model provides clues
for understanding management control
system practices and associated processes
that can ensure effective change. m
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