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Objective of this Master’s Thesis is to research the MCS information requirements in 

a startup company. In addition, how the best practices of MCS can be adapted to the 

fast growing startup and how those should be implemented. 

 

Research methodology is based on qualitative research model. Interview driven 

empirical study was supported by a review of applicable scientific articles. Open and 

unstructured interviews combine information of current situation and MCS 

requirements.  

 

Result of the thesis consist understanding of the startup company’s MCS 

requirements. MCS supports startup companies to success by strategy creation and 

implementation. MCS concentrate mainly to implementation of the internal controls. In 

a conclusion, the MCS is building the understanding of operating environment and 

leadership, which is supported by strategy, plans and objectives. MCS can be utilized, 

inter alia, by BSC, PMS, MAS, and LOC frameworks.  
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Tämän pro gradu –tutkielman tavoitteena on tutkia johdon ohjausjärjestelmien 

vaatimuksia startup yrityksessä. Lisäksi selvitetään miten ohjausjärjestelmien parhaat 

käytännöt voidaan sovittaa nopeasti kasvavaan startup yritykseen ja miten 

järjestelmät tulisi ottaa käyttöön. 

 

Tutkielmassa sovelletaan kvalitatiivista, eli laadullista tutkimusmenetelmää. 

Empiriaosassa selvitettiin avoimilla ja strukturoimattomilla haastatteluilla tutkittavan 

organisaation nykytilaa, sekä johdon ohjausjärjestelmien vaatimuksia, jota on tuettu 

teoriaosan alan tieteellisillä artikkeleilla.  

 

Tutkielman tuloksena muodostui ymmärrys startup yrityksen johdon 

ohjausjärjestelmien vaatimuksista. Johdon ohjausjärjestelmät tukevat startup 

yrityksen menestymistä strategianluomisen ja sen käyttöönoton kautta, keskittyen 

yrityksen sisäisiin toimintoihin. Johtopäätöksenä johdon ohjausjärjestelmät rakentuvat 

toimintaympäristön ymmärtämisestä ja johtamisesta, joiden tueksi yritys tarvitsee 

strategian, suunnitelmat ja tavoitteet. Johdon ohjausjärjestelmiin voidaan hyödyntää 

muun muassa BSC, PMS, MAS ja LOC viitekehyksiä.  
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1 INTRODUCTION 

1.1 Background 

The recent management accounting researches have been interested of to the 

correlation between management control systems (hereinafter MCS) and a company 

strategy. Recommendation is to tailor MCS clearly to support the business strategy to 

lead and take advantage with improving performance. (Langfield-Smith, 1997, 207) 

The growing interest to strategy as a part of the management accounting has largely 

been associated with changes in the operating environment. Many business sectors 

are facing more global competition, dismantling of economic regulation and new 

manufacturing methods, which cause new requirements to competitive strategy and 

MCS. (Virtanen, 2001, 540) 

 

MCS are important for strategy creation as well as for strategy adoption. A company’s 

strategic position refers to how it competes in the markets with its assets and takes 

advantage from the competitors. (Simons, 1990, 128-129) In the researches MCS 

have had a main role in external financial reporting and management accounting 

systems (hereinafter MAS). MAS is part of the MCS. Nowadays, the importance of 

MAS has been noticed also in the startup companies. (Davila & Foster, 2005, 1040)  

 

MCS main function is to support managers to implement strategy, communicate 

goals, and align the operations within the organization (Simons, 1994, 169-179; 

Chenhall, 2003, 129). Strategy and goals are also focused on suppliers, employees, 

investors, and society in general, not only on the interest of the shareholders. MCS 

have a key role in the organizational control structure and it is also one important 

element in management accounting. Budgeting, strategic milestones and 

performance measurement are not independent. They belong to the MCS, which 

consist of different control elements including corporate culture and values. 

Accordingly, different control systems will be influenced by each other’s, and 

managers have to ensure that others will not negatively affect the function of one. 
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Consequently, it is crucial to understand how companies handle the different 

elements of the MCS to satisfy the essential demands. (Strauss et al. 2013, 155-156) 

The studies of MCS have mainly focused on large established companies. However, 

recent studies have also demonstrated empirical evidence of MCS needs in early-

stage startup companies. (Davila & Foster, 2007, 908) 

 

Usually fast growing companies and startups are facing internal transformation and 

also increasing environmental complexity. As a result, these companies have 

implemented MCS, which enables management to manage increasing needs of 

information, and keep the control by increased monitoring. (Sandino, 2007, 265-266) 

According to Lee and Cobia (2013, 1) a quarter of new businesses fails during the 

first year. The reasons for these failures are poor planning, low knowledge of 

financing, and record keeping and unexperienced management. However, recent 

researches have shown that adaptation of MCS and management accounting 

supports entrepreneurial business to the greater success. (Lee & Cobia, 2013, 1) 

Also according to Davila and Foster (2007, 909) the implementation of MCS in startup 

companies are supporting the growth. However, MCS are expensive and take a lot of 

resources to implement and operate. Consequently, startup companies should select 

their first set of MCS carefully. (Sandino, 2007, 266) 

 

As Porter (2005, 14) defines that “strategy is what makes you unique, gives you a 

distinct competitive advantage, provides direction, builds brand reputation, sets the 

right goals, add superior performance, defines a market position, and creates a 

unique value proposition”. Entrepreneur (2015) is listing the ten most critical success 

factors for the startup companies. First success factor is the idea, which might seem 

to be the biggest factor, but it is only a small element of how things might turn out. 

Second success factor is the leader. Leadership is very important in startups, 

because leaders make the decisions and set the vision and targets. Third success 

factor is the team. Entrepreneurs are important, but they cannot do success only by 

themselves. Startups must strive to recruit the best employees for the job. Fourth 

success factor is the capital. Can your startup company find a good investor? Fifth 
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success factor is the plan, which means written goals, targets and operations.  Sixth 

success factor is the execution – a plan is only as valuable as the ability for 

execution. Seventh success factor is the timing, which is important from a 

competitiveness perspective. Eighth success factor is the crisis management. Even 

everything is well planned, something will go wrong. How you respond to a crisis is far 

more important than how likely you avoid one. Ninth success factor is the marketing, 

which means how the products or services are packaged to the market. The last 

success factor is the growth, which plays a significant role in how the business ends 

up. Growing too fast or too slowly is not the way to success, find a balance and let 

company growth carefully.  

 

According to Inc (2012) startups will succeed by using the customer development 

process. Following nine elements are important to the successful business. First 

element is value proposition. It compares the product and service features on the 

market. Second element is customer segments, which identifies your customers and 

their problems. Third element is channels. How products or services will be 

distributed and sold? Fourth element is customer relationship. Fifth element is the 

cost structure. Sixth element is key activities, to perform for the success. Seventh 

element is key resources, essential elements of the business, like suppliers. Eighth 

element is the key partner. Last element is revenue streams, which means revenue 

and profit sources and size. After each element has been defined, company can test 

the hypothesis with customers and gain valuable information.  

 

According to Business Insider (2013) article of Finnish gaming company Supercell 

finds out what is the secret behind the company’s great success. The article listed five 

reasons for success. First, the company has a professional sports team model, which 

means a small and capable group of individuals. Second, the company accepts 

failures. In reality they have had more failures than wins. Third, when company was 

founded, the goal was to create games, which last for long time. Fourth, the company 

has not a bureaucracy. And fifth, company’s aim is to be transparent. Ilkka Paananen 

CEO of Supercell (Kauppalehti 2017b) has explained that failing with his previous 
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company Sumea by killing innovativeness with heavy processes was corrected in 

Supercell. In Supercell developers have enough freedom to operate without 

unnecessary processes and management. Current success has proven that the 

model is working very well. 

 

The startup company Theranos was operating in the same field with the thesis case 

company, so it is good to mention factors that led to its failure.  Theranos was called 

Real-Time Cures (Wired, 2016a) and was founded in 2003 by Elizabeth Holmes to 

develop next-generation tests using ultra-small quantities of blood (MIT Technology 

Review, 2016). Company’s mission was “to make actionable information accessible to 

everyone at the time it matters” (Theranos, 2016). These chapters clarify “how the 

blood-testing company went from tech unicorn to tech disaster” (MIT Technology 

Review, 2016). In 2013 Theranos announced partnership with Walgreen to offer tests 

in over 40 wellness centers around Phoenix (MIT Technology Review, 2016). In 2014 

Theranos and its founder Holmes began getting media attention, when she promised 

“her biotech startup would revolutionize lab testing by delivering faster, cheaper and 

more accessible results”. Overnight, Theranos became “unicorn”, with estimated 

value as much as $9 billion. (CNN, 2016)  

 

But researchers started to raise question about Theranos, due the reason that its 

technology did not have any published scientific researches. Holmes tried to convince 

researchers by demonstrating instruments in action, but with no success. Theranos’s 

story began to come to the end in 2015, when Wall Street Journal investigated its 

technology and its key component, device called Edison. It was revealed that their 

minilab solution did not work like it was promised and Theranos had been diluting 

samples with the regular laboratory machines. Theranos tried to fight back by saying 

that they are using the proprietary “nanotainers” to collect blood. This did not 

convince the sceptics of the company, and in summer 2016 Forbes estimates that 

Holmes’s trust and Theranos value has fallen to close to zero. (MIT Technology 

Review, 2016) 
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Entrepreneur article opened where Theranos went wrong? Focusing to promote a 

great story of the company and its founder Holmes, company did not pay enough 

attention to the scientific work of their blood testing technology. Biotech is challenging 

for the startups, due to the regulations and development costs. It is also important to 

be transparent in reporting which are more than just general publications. Simple 

Theranos’s strategy was not successful from the communication neither business 

point of view. (Entrepreneur, 2016) Blood testing relies on technology and the 

machines but people are operating the machines in the end. This means that the 

business relies on employee’s knowhow and ability to raise question, do testing and 

accurate records. It is important the employees are well trained to be able to make 

good science and business. In Theranos there was a lot of “missing paperwork 

incomplete reports, absent protocols, unfollowed directions and spoiled reagents.” 

They did not have right people in place. (Wired, 2016b) 

 

Entrepreneur and Inc listed success factors, based on scientific articles and company 

examples. The company’s success depends also on effective management control 

systems to utilize these factors and elements in a changing market. As Viitanen 

(Kauppalehti, 2017a) Rovio’s studio director says, “Leader needs to make the 

employees happy in their work, so that they make happy products”. The employees 

must be placed into the correct positions and give them appropriate challenges. This 

definition summarized well the thesis characteristics of MCS in startup companies. 

The characteristics assort of startup companies success factors by themes and finds 

a connection between MCS’s and success factors.  Startup companies’ MCS focus 

should be in internal operations – performance measurement – strategy 

implementation – standardization.  

1.2 Research problems, objectives and limitations of the study 

Objective of this study is to research MCS information requirements in a startup 

company and how its life cycle affects to the needs. How the best practices of MCS 

can be adapted to the fast growing startup and how those should be implemented 
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with the most optimal and modern way. Case company is a healthtech startup, 

without formal information systems utilized yet.  

 

The main research question: 

- What kind of information startup company managers require to support 

decision-making in the changing and growing environment? 

 

The other research questions: 

- How the different goal setting and success factors in a startup company 

influence to the MCS? 

- What kind of MCS supports startup company and what are the needs for the 

MCS? 

 

This study focuses on the case company’s MCS needs and the results are 

concentrated but not limited to this company. The case company operates in a 

healthtech sector. Study’s theoretical part manages generally known strategy 

definition and strategic control, MCS frameworks, and startup companies’ success 

factors and failures. Hence, empirical part focuses case company’s MCS 

requirements, which are compared to characteristics of MCS in startup companies. In 

addition, case company is non-listed company, and free from financial reporting 

regulations like International Financial Reporting Standards (IFRS). This will enable 

company to develop more informal reporting practices. This study will not contain 

different MCS tools, or control system implementation. 

1.3 Review the previous literature and theoretical framework 

According to Davila (2005, 223) MCS researches typically have been focused on 

medium and large companies where formal systems and processes have already 

been established for structuring the organization and implementing the strategy. Last 

ten years especially Davila and Foster have studied small startup company’s MCS 

development (Davila, 2005; Davila & Foster 2005, 2007; Davila et al., 2010). 
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According to Davila (2005, 224-226) growing companies are facing challenges with 

informal management processes and how to successfully manage the transition into 

formal control systems. In the startup companies, control and coordination is usually 

frequent and informal. When the company grows, its focus shifts to develop more 

formal systems. One driver of the importance of MCS is the size of the company. The 

size is in connection to the governance costs and management approach. However, it 

is challenging to transfer from an informal management to the developed MCS but it 

is critical for the success of the company. 

 

Sandino (2007, 265-289) investigates young companies in the U.S. and observed 

four MCS categories where they first invest in controls. The first category is “Basic 

MCS” which is similar within all companies and consists of information for planning, 

standards setting and the basic operations of the company. In basic MCS individual 

control systems can be budgeting, pricing system and inventory control. The other 

categories are more specific. “Cost MCS” focus on improving operating efficiency and 

optimizing costs by cost control and quality control. “Revenue MCS” focus on achieve 

growth and be responsive to the market. “Risk MCS” focus on risk reduction and 

asset protection by loss prevention control, internal audits, transaction tracking, 

checks and balances, codes of conduct, credit control and policies and procedures. 

The research also finds out that the selection of these MCS categories are influenced 

by company’s strategy and structure. Well-selected MCS elements with a connection 

to the strategy will support companies to perform better than the competitors. 

 

Davila and Foster (2005, 1039-1066) investigate which of the MAS components are 

first to be implemented by startup companies. The research investigate 78 startup 

companies and find out that most likely early stage companies implement financial 

planning components (operating and cash budget) before the financial monitoring 

components (variance analysis, operating expense approval policies, capital 

expenditure approval policies, product profitability, customer profitability and customer 

acquisition costs). The research also finds out the connection between the 

implementation of operating budgets and business growth. However, venture capital, 
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CEOs experience and understanding of MCS, level of financial management, and 

amount of employees are influencing to the implementation decision. 

 

Granlund and Taipaleenmäki (2005, 21-57) explain new economy firms (NEF) current 

management control practices. NEF are targeting to the fast growth in the information 

technology business area. The basis of their investigation was the limited 

understanding of which management control practices, challenges and trends NEF 

companies are facing. They find out that the maturity of the company influences a lot 

to MAS evolution analysis. One of the key research finding was that NEF allocate 

limited amount of resources to financial controls. The main reason for this is that in 

early stage NEF have to invest to other operations like R&D, and sales and 

marketing, so the main interest is elsewhere. This also affect to the role of accounting 

personnel. They mostly attend to statutory requirements, because they do not have 

time for the other activities. The most preferred management control activities in NEF 

are rolling budgeting and reporting. Least preferred activities are financial control and 

performance measurement, strategic planning, and internal analysis. Granlund and 

Taipaleenmäki like to emphasize the importance of timespan in management control. 

Specifically, the early stages NEF are focused on the short-term and operate in a 

changing environment, surrounded by uncertainty. This naturally affects to the design 

of MAS. According to Granlund and Taipaleenmäki observations, the limited 

resources were preferred to allocate to ex post financial control than ex ante financial 

planning. Probably, this order will change over the life cycle, when company is facing 

the market saturation, organization growth and formalization. The result of the 

investigation also emphasized that smaller companies more likely meet the 

expectation of external venture capital requirements than their internal corporate 

evolution. The researchers also find out why accounting tools, such as cost allocation 

and performance measurement cannot be found from NEF. The reasons included: 

“R&D intensity, intangibility, untypical business responsibilities, new revenue models, 

high environmental uncertainty, the extreme emphasis of future-orientation, poor 

relation between costs and benefits, and the general lack of resources for accounting 

system development”.  
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Figure 1. Framework of the study 

 

Theoretical framework consists of strategy definition and strategic control, MCS 

frameworks literature, and startups companies’ success factors and failures (see 

Figure 1). The thesis covers five different frameworks of MCS, which are 

management accounting systems (MAS), Levers of Control, performance 

management systems, MCS as a package, and Balanced Scorecard. 

1.4 Research methodology and data 

In the thesis applies qualitative research method. The qualitative research is 

characterized by information collection of actual situation by bringing up subject 

perspective. The purpose of the qualitative research is a comprehensive and detailed 

examination of a subject, rather than being tested to study the realization of theories 

and hypotheses. The case study is characterized by a diverse supply of information 

and the target group selection appropriately. (Hirsjärvi et al. 2009, 134-135, 160) 
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The empirical material was collected through three interviews; frame of the interviews 

is shown in appendix 3. Interviews were conduct in an open and unstructured way, 

and consist of five different themes and each of them focuses on current and future 

perspectives. The interview themes are in connection to theoretical frameworks and 

targets to qualitative results.  

1.5 Structure of the thesis 

The structure of the thesis consists of four parts: introduction, theoretical part, 

empirical part and summary and conclusion. The theoretical part explores strategy, 

strategic control and the most common MCS frameworks as well as the startup 

companies’ success factors and failures. Success factors consist of academic 

researches.  

 

The empirical part of the study manages characteristic, which combine the startup 

companies’ success factors and MCS frameworks. These characteristics are then 

compared to the case company’s current situation, and the estimation of MCS 

elements to focus on in the future. The requirements are based on three interviews. 

The interviews were split in five sections, which are mission/vision, strategy and 

critical success factors, corporate culture, operating environment, management 

control systems, and performance measurement. The structure of the interviews 

follows thesis’ theoretical part. The empirical part ends to the assessment of the MCS 

requirements in the case company.  

 

The summary and conclusion chapter corresponds to the research questions. It also 

identifies MCS development needs in the case company as well as conduct the 

suggestion for the future.   
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2 STRATEGIC MANAGEMENT CONTROL SYSTEMS 

2.1 Strategy and strategic control 

According to Langfield-Smith (1997, 209) strategy in MCS has been researched in 

different ways. Although, the basic concept and frameworks of the strategy literature 

were developed much earlier, it is not widely adopted to MCS yet. According to Porter 

(1991, 95) strategy widely defines if the company will succeed or fail. Porter (2005, 

14) defines that “strategy is what makes you unique, gives you a distinct competitive 

advantage, provides direction, builds brand reputation, sets the right goals, add 

superior performance, defines a market position, and creates a unique value 

proposition”. In the strategy, company must prioritize its activities, for example which 

customers to focus on. Mintzberg (1978, 935) defines strategy as a planned set of 

actions for the future. Johnson et al. (2008, 3) defines strategy as “the direction and 

scope of an organisation over long term, which achieves advantage in a changing 

environment through its configuration of resources and competences with the aim of 

fulfilling stakeholder expectations”. Common strategy is explicit, continuously 

developed, and done based on the best knowledge available (Mintzberg, 1978, 935). 

Thus, Mintzberg (1987, 11) have present five definitions of strategy (5Ps) – plan, ploy, 

pattern, position, and perspective.  

 

Company’s mission is based on creating and implementing the strategy. (Simons, 

2000, 28; Mintzberg, 1987, 16-17) Mission provides the broad target and it 

communicates the core values (see Levers of control belief systems frameworks on 

chapter 2.3.2). A good mission gives inspiration and a sense of future direction. It is 

tailored to the whole organization, thus they are written in abstract and general way. 

The next step is the position of a business – locating an organization. Position means 

locating strategy between organization and environment, and between internal and 

external context. How company differentiate itself on the market, create customer 

value and compete with the others. After defining the mission and strategic position, 

managers will communicate the business strategy to the organization and secure 
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needed resources to ensure possibility to achieve it. Strategy is a plan – meaning 

purposeful set of actions and guidelines. Intended strategy will be communicated and 

resources coordinated with goal setting and plans. The linkage is visualized in Figure 

2. Objectives become real when they are fulfilled with quantitative and temporal 

measures. Without proper performance indicators and schedules, managers are not 

able to follow the progress neither evaluate success. It is also important for effective 

communication and implementation of goals that managers monitor progress toward 

measures and scale (Simons, 2000, 28-33; Mintzberg, 1987, 11-16). 

 

 
Figure 2. Linking strategy with action (Simons, 2000, 32) 

 

According to Mintzberg (1987, 12) as plan, strategy is a ploy. The ploy utilizes the 

company’s competitiveness. The final determination of strategy is pattern – a set of 

actions. The hierarchy of mission à strategy à goals à measures à action (shown 

in Figure 3) illustrates a general process from mission to specific quantitative 

measures of success. Analytical techniques and tools like SWOT for example could 

support in the process. However, also many successful strategies have arisen 
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spontaneously. Patterns may also appear without preconception and strategy may 

change spontaneous by learning, repeating or testing (Simons, 2000, 33; Mintzberg, 

1987, 12-13). 

 

 
Figure 3. Hierarchy of business strategy (Simons, 2000, 18) 

 

Simons’ (2000, 16-18) hierarchy of business strategy model (see Figure 3) rely on 

four (of the five) Ps of strategy, as identified Mintzberg (1987, 11-20). Simons 

describes the hierarchy of strategy and necessary steps to go from mission to 

actions. Business strategy plays a crucial role on effective performance measurement 

and control for two reasons. First, it provides communication and discipline of goals 

through the organization. Second, those are the primary tools to monitor the strategy 

implementation.  
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According to Simons (2000, 17) performance measurement and control techniques 

are important part of the efficient and successful implementation of strategy. Mission 

guides the formation of business strategy. Hence, business strategy defines goals 

and measures and patterns of actions. Before the company starts to develop specific 

business strategies, managers must analyse and understand external and internal 

perspectives. First, they have to analyse and understand the competitive market 

dynamics in their business and second, their own company’s resources and 

capabilities.  Thus, the SWOT analysis provides a comprehensive method to develop 

successful strategies. The company strategy starts from the mission and is influenced 

by the external and internal environment. External analysis consists of analysis of the 

competitive market dynamics. This analysis should identify opportunities and treats 

for the business. The analysis should also identify internal strengths and weaknesses. 

Internal analysis identifies company-specific resources and capabilities. 

2.2 Definition of management control systems 

Definitions of MCS contain overlaps and there are some differences between the 

studies (Malmi & Brown, 2008, 288-289; Chenhall 2003, 129). Robert Anthony has 

introduced earliest literature of MCS in Harvard Business School at 1965 with the title 

of “management planning and control systems”. This framework was divided to 

management control, strategic planning and operational control. Anthony defined 

MCS as “the process by which managers assure that resources are obtained and 

used effectively and efficiently in the accomplishment of the organization’s 

objectives”. This has been criticized in the later researches. Nowadays, it is crucial to 

focus also to the strategy and the operations. Especially due the reason that 

organizations and business processes are continuously changing and one manager 

may be responsible of strategy, management control and operational control all 

together (Ferreira & Otley 2009, 264; Otley 1999, 364-365). 

 

Most common definition of MCS has been defined by Simons (1994, 170): “the 

formal, information-based routines and procedures used by managers to maintain or 
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alter patterns in organizational activities”. In addition, MCS supports in information 

processing and in monitoring (Sandino, 2007, 265-266). According to Malmi and 

Brown (2008, 288-290) management controls include all the tools and methods, 

excluding decision-support systems to keep the organisation on the line with 

company’s strategy. According to Merchant and Van der Stede MCS is for controlling 

of employees’ behaviour. Flamholtz defined MCS more like organisational control 

systems as “techniques and processes to achieve goals which may be designed for 

all levels of behavioural influence: individuals, small groups, formal subunits and the 

organisation as a whole”. According to Otley (1999, 379) term MCS may itself be 

misleading. Management accounting was in earlier articles defined as organizational 

control system, but was later re-defined to organizational control package due the 

reason that word ‘system’ seemed to be too rational. Hence, organizational control 

systems could be considered a group of various control packages.  

 

According to Lee and Cobia (2013, 1-2) MCS consist of wide set of organizational 

controls, including management accounting. MCS consist of four elements: 

- Strategic plans, operating budget, statistical reports, performance appraisals, 

and policies and procedures. 

- Personnel controls that select and recruit employees with similar objectives of 

the organization. 

- Action and behavioural controls that influence employees by prescribing 

actions to be taken. 

- Results or outcome controls that influence employees by measuring the results 

of their actions. 

2.3 Management control systems frameworks 

MCS has no unambiguous definition, so the study deals with five different 

frameworks, which are: 

- Management accounting systems (MAS)  

- Levers of control 
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- Performance management systems 

- MCS as a package 

- Balanced Scorecard 

Frameworks are collected from scientific literature, which are generally known and 

also manage startup companies.  

 

2.3.1 Management accounting systems 

Accounting systems are important part in accounting research, essential on external 

financial reporting and MAS (Davila & Foster, 2005, 1041). According to Chenhall 

(2003, 129) the terms of management accounting (MA), management accounting 

systems (MAS), and management control systems (MCS) are sometimes confusing 

and used interchangeable. MA consist practices like budgeting and product costing. 

MAS means a systematic use of MA to achieve goals. As previously defined, MCS is 

a wide term, which include MAS and also encompasses other controls like personal 

and clan controls.   

 

MAS have two functions; reduce agency costs, and simplify decision-making. 

Effective monitoring is the key to reduce agency costs. In entrepreneurial companies, 

management accounting information is important in performance monitoring. In 

addition, MAS supports decision-making. Managers need this information to follow 

impact of their decisions. Information consists of qualitative, non-financial and 

financial information. For example, Simons (1994, 171) LOC interactive systems 

relies on accounting information (Davila & Foster, 2005, 1043-1044). 

 

Most of the MAS literature focuses on established companies’, which already have 

established accounting practices and systems for development. The literature names 

it MAS “innovations”. These “innovations” have the most attention and consists of 

activity-based costing (ABC), strategic performance measures, and total quality 

management (TQM). The adoption of MAS requires an analysis of company’s costs 

and benefits. For example, companies with complex operations should adapt ABC, 

because of expected cost benefits. For startups cost-benefit analysis is also valid and 
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responds knowledge of MAS to influence systems costs and adoption (Davila & 

Foster, 2005, 1042-1044). 

 

According to Malmi and Brown (2008, 288) and Otley (1999, 381) accounting 

researchers have studied a lot of accounting innovation, such as activity-based 

costing, balanced scorecard, value-based management, rolling forecasting, and 

target costing. However, studying these systems individually may affect to the 

conclusion. Thus, Malmi and Brown suggest combining accounting innovation to a 

broader MCS package. Otley suggest that management accounting and performance 

measurement should not only be analysed from economic perspective, but also from 

social, behavioural and managerial perspective. Management accounting and 

management accounting systems are part of most of the control systems frameworks, 

such as Simons’ lever of control, Kaplan’s and Norton’s balanced scorecard and 

Malmi and Brown’s management control systems package. Next chapter manage 

more specific these frameworks. 

 

2.3.2 Levers of control model 

Levers of control (hereinafter LOC) framework is based on controlling the business 

strategy. It structures tensions between what individuals want to do and what they 

actually will do. These tensions are managed by four levels, which two are defined as 

positive (belief systems and interactive control systems) and two are defined as 

negative (boundary systems and diagnostic control systems). According to Simons 

structure can be controlled in four different dimensions (Simons, 1995, 28).  

 

According to Ferreira and Otley (2009, 265-266) LOC framework provides usefully 

and broad perspective, but same control mechanism may be part of multiple lever of 

controls. The strength of Simons’ LOC framework is the strong strategic focus and its 

influence to the control. It provides a wide perspective of the control systems and 

better understanding of the design of MCS. Framework is well defined in the literature 

in sensible and useful way. The weakness of LOC framework is strong focus to high 

managerial level and incompetency in lower hierarchical levels. It also struggles with 
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high level of information. That is the reason why Simons’ LOC framework unlikely 

explains the operation of the whole control system, particularly when informal controls 

are important. For example when the core values are diverse and leaving much room 

for subjective interpretation. Figure 4 is illustrating Simons’ framework for controlling 

in business strategy. 

 

 
Figure 4. Simons’ framework for controlling business strategy (Simons, 1994, 173) 

 

The first lever is belief systems, which consist of top managers’ formal systems to 

define, communicate, and reinforce the basic values, purpose, and directions for the 

organization. Communication is based on formal documentation. (Simons, 1994, 170) 

This motivates employees to search and build opportunities to implement the mission. 

Belief systems are used to adjust momentum and create direction to merge intended 

and emergent strategies, and also adjust guidance for individual opportunity-seeking 

behaviours. The belief systems relates to strategy as perspective (see Figure 4). 

(Simons, 2000, 303-304) 
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The second lever is boundary systems, top manager’s formal systems to generate 

clear limits and rules. This is done by codes of business conduct, strategic planning 

systems and operating directives. (Simons, 1994, 170) Boundary systems ensure that 

realized strategies and business activities are appear in the defined market and within 

acceptable risk level. And ensure correct behaviour and optimize the resources of the 

company. The boundary systems relates to the strategy as position (see Figure 4). 

(Simons, 2000, 303-304) 

 

The third lever is diagnostic control systems, formal input system for organization and 

performance monitoring. Diagnostic control systems are visualized by business plans 

and budgets, and analysing critical performance variables. (Simons, 1994, 170-171) 

By diagnostic control systems companies can transform and realize strategies. 

Managers’ focus on targets achieved in the business, and a system allows them to 

measure outcomes and compare these to the targets. Without diagnostic control 

systems, it is difficult to estimate is intended strategies implemented correctly. The 

diagnostic control systems relates to the strategy as a plan (see Figure 4). (Simons, 

2000, 303-304) 

 

The fourth lever is interactive control systems, managers’ formal systems to involve 

decision-making. Interactive control systems need continuous management 

involvement and dialogue with the organization. (Simons, 1994, 171) Interactive 

control systems differ from diagnostic control systems. Interactive control systems 

give managers tools to affect to the experimental opportunity seeking. Interactive 

control systems use able managers to act logically and support creative search 

processes. Daily activities and creative trials can influence to the company’s future 

strategy. Interactive control systems relates to the strategy as patterns of action (see 

Figure 4). (Simons, 2000, 303-304) 

 

Simons’ LOC framework has received a little criticism over the years. However, many 

articles refer to LOC framework, but have minor discourse with it. According to 

Langfield-Smith (1997, 218) many of the LOC framework findings are in a conflict with 
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the other researches, such as highlighting importance on controls (forecasting data, 

tight budget goals and the careful monitoring of outputs), without extensive focus to 

cost control. As Porter (1996, 15) and Miles and Snow et al. (1978) underline tight 

cost controls and focus on cost objectives, are Simons’ LOC findings consistent with 

these researches.  

 

Ability to apply the right control tools and techniques of the LOC demands on the life 

cycle of the business (see Figure 5). Next paragraph focus to the LOC followed by 

company growth. (Simons, 2000, 309) 

 

Figure 5. Introduction of control systems over life cycle of a business (Simons, 2000, 

310) 

 

In small startup and entrepreneurial companies key measures concentrate to growth 

and cash flow, and head count. Threats and opportunities are handled quickly as 

employees share information, ideas and action plans. Early stage startup should 

informally control the 4Ps of strategy. Core values and avoided risks can be handled 

effectively by communicating through day-to-day discussion. Also critical performance 
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variables, both financial and non-financial, can be followed informally, without formal 

reports. Strategic uncertainties can be collected from different sources, such as 

customers, trade shows, suppliers, and competitors. Internal controls could be very 

minimal, even it is still sufficient to fulfil the requirements of auditors and investors. In 

early phase, there is not really a need for formal control systems. When startup 

company grows, it will become too big to manage only informally. Communication 

becomes more difficult between hierarchical levels and the founders are not able to 

participate to all key decision. Company starts to need more formal systems, such as 

effective performance measures and controls. Without these it will become inefficient 

and it may miss market opportunities. To maintain growth, startup company is forced 

to set up effective profit plans to support management decision-making and control. In 

addition, other diagnostic control systems should be connected to critical performance 

measures, and incentives should be compound to the targets. After that managers 

can trust reports and analysis, and compare achievements of key outputs and profit 

plan targets (Simons, 2000, 309-311). 

 

In a growing stage, managers have to create functional work units to reduce 

redundancy and increase efficiency. The functional units are specialized to own 

areas, such as manufacturing, R&D, marketing, and finance. Management defines 

goals, budgets, and incentives for the functional managers and the progress and 

results will be monitored by management. However, even functional form improves 

efficiency; it also begins to stifle the creativity and initiative. Hence, managers must 

improve decision making by decentralized structures. This means that profit center 

managers receive freedom for setting business strategy, staffing, production, and 

marketing and to run their own, giving opportunity to react quickly to the threats and 

opportunities. Independence of profit center managers, create need for formal 

controls. Top management must focus on core values – mission and vision 

statements – by using belief systems. Secondly, strategic boundaries must be 

clarified and communicated. Third, accounting measures have to consist of 

profitability including the assets. These measures should be completed by BSC to 

communicate strategy throughout the business (Simons, 2000, 311-312). 
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In a maturity stage of life cycle, company is large, mature, and complex. It has several 

divisions and multiple products. In the big company, top management must learn how 

to trust on the opportunity-seeking behaviour of subordinates. Hence, managers 

should implement interactive control systems to focus on strategic uncertainties 

(Simons, 2000, 312-313). 

 

2.3.3 Performance management systems 

According to Stringer (2007, 92) implementation of performance management 

practices are important for the companies. Organizations adapt performance 

management practices to manage the changing business environment. According to 

Ferreira and Otley (2009, 263) performance management and MCS are complex and 

intertwined. Because of that researchers have developed performance management 

systems (hereinafter PMS) framework to handle structure and operations in a more 

comprehensive way.  

 

According to Otley (1999, 363-366) a performance management framework analyse 

the operations of MCS. The main focus of the framework is on the management of 

organizational performance. Term performance is not a simple definition and it does 

not identify the target of the performance. Otley defines the performance as 

effectively implemented and appropriate strategy.  Performance management 

framework consists of five questions. The questions remain the same, but 

organizations are forced to develop new answers continually. Due the reason that 

organization environment is changing all the time as well as the strategy. The 

questions manage five key areas, which are key objectives, strategies and plans, 

target setting, rewards systems, and information flows. These questions are closely 

connected with modern management and management accounting practices. The 

first question deals with goals and goal achievement, not only from financial 

perspective. The second question deals with strategy formation and deployment. The 

third question is connected to the specific practices such as benchmarking. The fourth 

question is usually neglected in the performance measurement. However, the inter-

connections should be better considered to avoid short-term financial rewards. The 
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fifth and final question is connected to the organization learning, employee 

empowerment and renewal of the strategy.  

 

According to Silva and Ferreira (2010, 429) Otley’s (1999, 365-366) PMS framework 

is general and helpful to examine the research data and analysis, but limited with 

multible variations through the organization. According to Stringer (2007, 94) the main 

benefit of Otley’s (1999, 365-366) PMS framework is good selection of performance 

management features (e.g. budgeting, transfer pricing, capital expenditure, 

performance evaluation, balanced scorecard, and reward systems). However, Otley’s 

(1999, 365-366) PMS framework has faced some criticism. According to Malmi and 

Granlund (2005, 291) PMS framework provides only a little advice by the 

interconnections between the questions and it is quite rational and prescriptive. 

According to Silva and Ferreira (2010, 429) PMS framework focus on the current 

control mechanisms, but not specifically how to those are used.  

 

According to Otley’s (1999, 367-377) research there is not a single technique, which 

answers to all five questions. Hence, answers to all five questions require attention to 

several techniques, such as budgeting, economic value added and balanced 

scorecard. 

 

Ferreira’s and Otley’s (2009, 263) PMS framework was influenced by the other 

theories as Chenhall (2003), Malmi and Brown, (2008), and Anthony (1965), and also 

researchers observations and experience. The paper elaborates the five questions of 

Otley’s (1999, 365-366) and integrates aspects of Simons’ levers of control 

framework to 12 questions PMSs framework. The questions manage 12 key areas, 

which are mission and vision, key factors, organization structure, strategies and 

plans, performance measures, setting and targets, evaluating performance, rewards, 

information flows, use of control mechanisms, changes in PMSs, strong and coherent 

links between the components of PMS. 
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The first question, vision and mission, organizations express long term direction by 

vision and mission statements (Ferreira & Otley, 2009, 267). Mission defines the 

“overriding purpose of the organization in line with the values or expectations of 

stakeholders” and vision “desired future state: the aspiration of the organisation” 

(Johnson et al., 2008, 9). According to Simons (1995, 29) mission and vision are part 

of LOC belief systems. Mission and vision define and communicate organizational 

values and influence organizational behaviour. The second question, key success 

factors are activities, attributes, competencies, and capabilities, which are needed for 

the success. Key success factors are needed to achieve the benefit out of the vision 

and are essential for the strategic goal identification and monitoring. Key success 

factors focus on the items, which are “truly critical to long term competitive success”. 

(Ferreira & Otley, 2009, 267-269) 

 

The third question, organization structure, means formal specification of individual 

roles, tasks and responsibilities. The organizational structure is one of the control 

elements and it has become a subject to change and transformation. It is also linked 

to the key success factors as well as to the strategic decisions. The fourth question, 

strategies and plan, are important for development of the organization identified by 

the management. According to Johnson et al. (2008, 3) the basic definition of strategy 

is “the long-term direction of an organisation”. Based on the literature, it is needed to 

develop the strengths to meet the key success factors. The key element is to change 

strategic goals into operational goals for alignment (Ferreira & Otley, 2009, 269-270). 

 

The fifth question, key performance measures, can be financial or non-financial to 

evaluate organization success by objectives achieved. The question about key 

performance measures relates to Simons’ (1995, 28) LOC critical performance 

variables, and those measures, which are linked to the success of the company. The 

question also includes Simons’ (1995, 31) interactive use of control systems, which 

managers should focus on. The sixth question, target setting, is a central point in 

performance management. Setting the targets could be as important as the results 
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and level of targets. Good targets could be achieved on 80 to 90 per cent accuracy as 

desirable (Ferreira & Otley, 2009, 271-272). 

 

Seventh question, performance evaluation, represents critical connections in controls. 

Both, formal and informal performance evaluations are important. Performance 

measures can be objective, subjective, or between. The eighth question, reward 

systems, is typical outcome of performance evaluations. Rewards could include 

financial and non-financial elements. The reward system also defines positive (i.e. 

rewarded) and negative (i.e. penalised) activities; compared to the Simons’ (1995, 29-

31) beliefs and boundary systems. Reward systems are used to motivate individuals, 

but the combination of rewards, motivation and performance is complicated. First 

eigth questions consist of PMS definition and desing. The remaining four question 

focus more to PMS operations and cohesion. (Ferreira & Otley, 2009, 267-273). That 

is the reason why first eight questions are managed more specifically. 

 

Other PMS framework questions manage the research evidence, which proposes that 

control information could be more important than MCS itself. Information flows, 

systems and networks, is relevant in any PMS and keeps the whole system together. 

Nowadays, often is discussed of ‘rigid’ and ‘flexible’ use of information, compared to 

Simons’ (1995, 31-32) LOC, and concept of interactive use. PMS change the design 

infrastructure and the way of performance management information is used. Because 

of environmental and organizational changes, consequently PMS need to transform 

to sustain relevant and useful. PMS change is not a process of change, but it directs 

the attention to the consequences. The strength and coherence is crucial to 

understand the links within the PMS. The strength and coherence is fundamental in 

this framework (Ferreira & Otley, 2009, 273-276). 

 

2.3.4 MCS as a package 

According to Malmi and Brown (2008, 291) MCS framework focus on discussion and 

examination, not only for the individual problem solving. When considering Malmi’s 

and Brown’s framework have to recognize that it pictures wide model of MCS 
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package and it is influenced by many individual sub-controls. The strength of the 

framework is wide set of the controls in the MCS. According to Bedford et al. (2016, 

12) use of MCS as a package indicates correlation and effectiveness of accounting 

and structural controls and how they fit to the strategic context. The MCS as a 

package framework consists of five types of the controls: planning, cybernetic, reward 

and compensation, administrative and cultural controls. Figure 6 is illustrating Malmi 

and Brown’s framework MCS package. 

 

 
Figure 6. Management control systems package (Malmi & Brown, 2008, 291) 

 

Planning is pre stage of controls. Planning can be divided to a long-term planning and 

an action planning. Long-term planning consists of goals and actions in the medium 

and long term with a strategic focus. Planning system consists of three different tasks. 

First, it defines the effort and behaviour of targets to the organisation. Second, it 

provides the standards to achieve. Third, it focuses on goals in each functional area 

thereby controls the activities of organization (Malmi & Brown, 2008, 291-292). 

According to Lueg and Radlach (2016, 160) control can be improved by involving 

employees in planning. In addition, strategic planning is a needed to be able to 

evaluate performance agains the targets. 

 

According to Lueg and Radlach (2016, 160) cybernetic controls are needed for 

accountability in performance deviations. According to Malmi and Brown (2008, 291-

293) the cybernetic principles have a connection with concept of control. It could be 

an information systems or control systems, depending on use. Cybernetic systems 
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links behaviour to the targets and make information systems to support decision-

making. Cybernetic consists of four characteristics: budget, financial measurement, 

non-financial measurement and hybrid measurement. Budgeting is a core of MCS in 

most of the organisations. This is because budgeting is capable to weave together 

organizational threads into a complete plan. Budgeting serves many different 

purposes, from integration of processes to resource allocation. However, budgeting is 

a control mechanism, which focuses on the planning and evaluation of the plans. 

According to Roth (2008, 12) during the budgeting process objectives are 

communicated to the organization in the economics, environmental, and social area. 

According to Malmi and Brown (2008, 291-293) financial measurement consists of 

more specific measures. Examples of financial measurements are return on 

investment (ROI) and economic value added. Non-financial measuring is becoming 

more important part of MCS and it particularly assist to identify the drivers of 

performance. Hybrid measurement consists of both financial and non-financial 

measures. Nowadays, the Balanced Scorecard (BSC) has become quite dominant 

hybrid measurement system. 

 

Reward and compensation systems aim is to motivate and increase the performance 

of organisation. The basic argument of reward and compensation system is that the 

presence of a system leads to increased efforts. According to Dutta and Lawson 

(2009, 22) companies are focused on systems that align employee performance with 

organizational goals. First is to define a mission, vision, and goals that can be clearly 

communicated to the employees. These should highlight financial, social, and 

environmental perspectives. Then roll these goals through the entire organization, to 

reach proper alignment. According to Malmi and Brown (2008, 293) the task and 

effort linkage influence on performance in three ways: effort direction, effort duration 

and effort intensity. Malmi and Brown separates reward and compensation systems in 

their framework, but those are often linked to the cybernetic controls (Malmi & Brown, 

2008, 293). According to Dutta and Lawson (2009, 23) companies’ should implement 

robust insentives by multidimensional performance measurement systems like 

balanced scorecard. 
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Administrative control systems guide organizations behaviour by organizing 

employees’ and monitoring behaviour and specifying how tasks should be performed. 

The administrative control systems consist of three elements, which are governance 

structure, organisation structure and policies and procedures. The company’s 

governance structure consists of board, management and project teams. It includes 

responsibilities and limitations of authority and accountability; also the systems to 

coordinate and ensure that organisation meet their activities in all dimensions. The 

organisation structure is a major control tool. A particular organisational structure 

reduces variability and increases predictability. Policies and procedures are 

bureaucratic approach to direct organization behaviour by specified processes. 

Policies and procedures consist of; inter alia, standard operating procedures and 

practices, rules and policies and action of controls (Malmi & Brown, 2008, 293-294). 

 

Cultural controls are defined as “the set of values, beliefs and social norms, which 

tend to be shared by its members and, in turn, influence their thoughts and actions”. 

The cultural controls consist of three elements, clans, values and symbols. (Malmi & 

Brown, 2008, 294) According to Lueg and Radlach (2016, 160) these controls are in 

correlation with the other control systems. Linnenluecke and Griffiths (2010, 364) 

highlight factors which may limit sustainable culture transformation. Those are 

organizational rigity and the existence of organizational subcultures. The research 

proposes openness in corporate sustainability reports, correlation in performance 

measures and training to enable change in employees’ values and beliefs. According 

to Malmi and Brown (2008, 294-295) the clans are defined as subcultures or micro-

cultures or individual groups. Idea is that individuals are influenced by socialization 

process, which integrates themselves towards company’s skills and values. The 

concept of value controls developed by Simon’s belief systems are defined as “the 

explicit set of organisational definitions that senior managers communicate formally 

and reinforce systematically to provide basic values, purpose and direction for the 

organisation”. The values on behaviour, works on three levels. In first level 

organisation purposely recruit persons who have particularly the same values within 

the organisation. In second level persons are socialized and they are influenced to 
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meet to the organisation values. Then the employees are behaving according to the 

values; even they do not explicate them personally. Third level symbol controls 

consist of visible expressions, like workplace design and dress codes. 

 

2.3.5 Balanced Scorecard 

Kaplan and Norton (1992, 71) introduced a concept of balanced scorecard 

(hereinafter BSC), which is a combination of measures to provide management a 

quick but good business view. According to Malmi (2001, 207) BSC is one of the 

dominants of performance management frameworks. According to Kaplan and Norton 

(1996a, 85) companies use BSC to “clarify and update strategy, communicate 

strategy throughout the company, align unit and individual goals with the strategy, link 

strategic objectives to long-term targets and annual budgets, identify and align 

strategic initiatives, and conduct periodic performance reviews to learn and improve 

strategy”. BSC consist of four performance areas; financial measures to indicate 

realized actions, operational measures of customer satisfaction, internal processes, 

and organization learning and growth. The operational measures are important for the 

financial performance in the future. BSC permit management to get a business 

overview from four significant perspectives. Hence, to minimize information load by 

limit the amount of the measures. (Kaplan & Norton, 1992, 72) Kaplan and Norton 

(1996b, 68) suggest that each of the four perspectives consists of four to seven 

separate measures, to creating a scorecard. The following paragraph describes in 

more detail the four different perspectives (see Figure 7). 
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Figure 7. Balanced Scorecard – vision and strategy: four perspectives (Kaplan & 

Norton, 1996a, 76) 

 

The customer perspective can be summarized to the question, “how should we 

appear to our customer?” (Kaplan & Norton, 1996a, 76) Customers’ value proposition 

describes the attributes that create loyalty and satisfaction customer base. The value 

proposition is the element to understand satisfaction measurement drivers. (Kaplan & 

Norton, 1996b, 61) Managers need to transform customer service into specific 

measures, which really matter to the customers. Typically, these specific measures 

can be split into four categories: time, quality, performance and service, and cost. 

Companies should set goals and measure in time, quality, and performance and 

service. (Kaplan & Norton, 1992, 73) The customer perspective typically consists of 

several generic measures, which include customer satisfaction, customer retention, 

new customer acquisition, customer profitability, and market and account share in 

targeted segments. (Kaplan & Norton, 1996b, 58) 
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Customer-based measures are important, but it is needed to translate measures to 

the internal targets to meet the customer expectations. Internal measures must be 

linked to the business processes, which have big impact on customer satisfaction like 

quality and productivity. In addition it is important to identify and measure companies’ 

core competencies for the success on markets. (Kaplan & Norton, 1992, 74-75) 

Internal perspective can be summarized to the question, “what business processes 

must we excel at?” (Kaplan & Norton, 1996a, 76). There are difference between 

traditional internal business processes and BSC’s performance measurement. 

Traditional approach observes and improves existing business processes, while the 

BSC identifies totally new processes. (Kaplan & Norton, 1996b, 62-63) 

 

Internal business measures on the BSC identify critical elements for current and 

future success factors (Kaplan & Norton, 1992, 75; Kaplan & Norton, 1996b, 63-64). 

Nowadays, success factors are changing continuously. Companies have to do 

continuous improvements to the products and processes and even launch new 

products to succeed in a global competition.  Company’s ability to innovate, improve, 

and learn is linked to the value position. (Kaplan & Norton, 1992, 75-76) Learning and 

growth perspective can be summarized to the question, “how will we sustain our 

ability to change and improve?” (Kaplan & Norton, 1996a, 76). Learning and growth 

comes from three sources, which are people, systems, and organizational 

procedures. Financial, customer, and internal business process targets in BSC 

usually have big gaps between existing capabilities of people, systems, and 

procedures. To close these gaps, organization should focus on training, technology 

and systems improvements, and optimizing processes. (Kaplan & Norton, 1996b, 63-

64) 

 

The financial perspective can be summarized to the question, “how should we appear 

to our shareholders?” (Kaplan & Norton, 1996a, 76) Financial performance measures 

express how effective strategy implementation and execution are. Typically financial 

goals are evaluated with profitability, growth, and shareholder value. The challenge in 

financial measures is to create a link between operations and finance. The link is 
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easier to create if organization specifies improvements in quality, cycle time, and 

delivery. New product will lead to higher market share, operating margins, or reduce 

to the operating costs. (Kaplan & Norton, 1992, 77-79) Business life cycle is 

influencing to the financial objectives. Kaplan and Norton (1996b, 56-58) identified 

three different stages: rapid growth, sustain and harvest. Rapid growth businesses 

are common with early stage products and companies. Financial objectives 

emphasize sales growth and spend level for product and process development. 

Probably the most of the business units and companies are in the stage of sustain. In 

that case financial objectives should emphasize traditional financial measurements, 

such as return on capital employed, operating income, and gross margin. In the 

harvest stage, companies only maintain existing equipment and capabilities, but not 

build new capabilities. Then in financial objectives emphasize the cash flow – where 

investments must have a short payback time. BSC identifies three financial themes 

for business strategies: revenue growth and mix, cost reduction / productivity 

improvements, asset utilization and investment strategy. All themes can be used with 

all business strategies; growth, sustains, and harvest.  

 

According to Kaplan and Norton (1996a, 75-77) managers cannot trust only the short-

term financial measures in performance. BSC is able to link long-term strategic 

objectives with short-term actions. Strategic management systems consist of four 

processes, which are translation to the vision, communicating and linking, business 

planning and feedback and learning. The first process “translating the vision”, support 

to clarify the vision and align the organization. Vision and strategy must be presented 

by objectives and measures. The second process “communicating and linking” let 

managers to communicate and educate the strategy top down, and set goals to all 

levels. It is also linked to performance measurement rewards. The third process 

“business planning” helps in business planning and financial integration. Business 

planning consists of target setting; align strategic initiatives, resource allocation and 

milestone establishing. The fourth process “feedback and learning” gives opportunity 

to the strategic learning. Feedback and learning consists of articulation of the shared 

vision, supply of strategic feedback, and strategy review and learning. It focuses on 
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how well the company, its departments, or individual employees are reaching the 

financial goals.  

 

A strategy is a group of cause and effect hypotheses. Relation between cause and 

effect can be expressed with series of if-then statements. Constructed BSC should 

tell the story of the strategy. The measurement system creates a relationship between 

(hypotheses) and objectives (measures) to be managed and validated. (Kaplan & 

Norton, 1996b, 65) According to Malmi (2001, 210-211) BSC is used in two different 

ways. First, BSC is for target setting. Second, BSC is as an information system. In 

most of the companies the link between strategy and measures is weak. Hence, it 

can be stated that cause-and-effect relationships was not highly understood in early 

adopters of BSC’s.  

 

 
Figure 8. BSC cause and effect relationship (Kaplan & Norton, 1996b, 66) 

 

Chain of cause and effect should consist of all four perspectives of a BSC (see Figure 

8). Return on capital employed (ROCE) may be measurement of outcome from 

financial perspective, but other perspectives are influencing to the values. For 

example customer loyalty has a strong positive influence to ROCE financial measure. 

After that, company should analyse customer preferences and find out which are the 
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reasons for customer loyalty. For example, improved on time delivery have positive 

influence to the customer satisfaction. Company should focus on what internal 

processes must be reached for better quality and on time performance. To reach the 

target, company need to have high level of internal processes. And how organizations 

improve the quality and improve on time performance? For example by learning and 

training the employees – that is part of the learning and growth perspective. (Kaplan 

& Norton, 1996b, 65) Strategy mapping describes link between objectives, measures, 

and initiatives towards four perspectives. Each objective and measure is supported by 

strategic initiatives and consist a cause-and effect relationship chain. The strategic 

initiatives define the needed resources and actions for the strategy implementation. 

(Kaplan & Norton, 2006, 104-105) 

 

According to Otley (1999, 374-377) BSC framework have a close connection between 

the business unit strategy and performance measures. BSC is a heart of control 

mechanisms, but it seems that organization can unlikely operate without any 

traditional control systems, as budgetary. A main advantage of the BSC is the link of 

performance measures to the business strategy. This seems to be a weak link in 

many companies. As Malmi (2001, 213) observed, if organization has problems in the 

strategy work, BSC could to be a solution to translate strategy into actions in better 

way. According to Otley (1999, 374-376) BSC have a limited link to the stakeholders, 

such as suppliers, governments, local communities and environment. Also BSC 

framework gives limited information on how to set the performance targets and how to 

select specific performance measures. These measures should be linked analytically 

and BSC should have a linear approach. Reward structures also get too little 

attention, although it has the potential to destroy well-designed scorecard. The 

easiest example of this is implemented scorecard without any rewarding on it to 

achieve the targets. Also the role of feedback of achieving key strategic goals has 

had too little attention in BSC. According to Norreklit et al. (2008, 66) BSC’s 

weaknesses are oversimplification and misleading cause-and-effect correlation. 

Organizations are complex and BSC is a simply model, which not fit to all business 
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cases. The BSC can mislead management; if cause-and-effect relationship is 

unsuitable and then system is basically damaged.  

2.4 Startup success factors and failures 

This chapter covers of articles to create a definition of startup companies’ success 

factors and failure. Definition of company success must begin with a clear 

understanding of what success means. According to Porter (1991, 96) success could 

be defined by competitive position(s) that lead to great and continuous financial 

performance. Presently, the business world is facing structural changes where the 

startup companies are challenging the large established ones. New startup 

companies can operate quicker and more innovative way and are able to create 

better products for the customers. (Geibel & Manickam 2015, 64) Startups are full of 

promises and excitement, but also full of risk and uncertainty. It is hard to point one 

reason why one startup would succeed over the others. (Entrepreneur, 2015)  

 

“Critical success factors define key areas of performance that are essential for the 

organization to accomplish its mission.” Management should focus on these areas in 

operations and in goal setting. Failure may jeopardize the mission. (Caralli, 2004, 2) It 

is important to understand the reasons of failure and success also for stability and 

health of the economy. (Lussier, 1996, 79-80) Nonetheless, startups are a power of 

economic renewal. Successful startups are rare, and according to Harvard Business 

School study only 25% of startups will survive. And only 5% of startups will succeed 

and only 1% goes public. So it is important that entrepreneurs and investors are able 

to evaluate startups systematic way. (Cusumano, 2013, 26) Startup success factors 

have been researched limitedly. The research is focused to the growth of the 

companies, both to evaluate performance and economic growth (Czarnitzki & 

Delanote, 2012).  

 

 

 



42 
 

Startup success factors 

According to Cusumano (2013, 26-29) a short eight-point checklist will help more 

systematically way to evaluate startups. The first key element is a strong 

management team. It means that people are always primary for success and ideas 

are secondary. Cusumano justify that without good execution great ideas are worth of 

nothing. The second key element is a right market. Successful startups usually target 

on large, fast growing and profitable markets. Markets should have high entry level to 

keep out the other newcomers away once they have entered to it. The third key 

element is an irresistible new product or service. Sometimes entrepreneurs are very 

familiar with the market and are able to successfully fulfil the customer needs. The 

fourth key element is a strong evidence of customer interest. It is important that 

startups can convince investors’ need for the new product or service. The fifth key 

element is overcoming the “credibility gap”. To get the first customer or partnership is 

the most challenging issue for the startup companies. They have to convince others 

of the goodness of their product or service. The credibility gap could be the end of 

many startups. The sixth key element is to demonstrate growth and profit potential. 

Investors are keen to understand how startup will grow and generate cash to long-

term profitability. The seventh key element is flexibility in strategy and technology. 

Startup has to be flexible in strategy, business models, and technology. The last key 

element is potential for an exit. Startup should offer good prospects to professional 

investors.  

 

Study of Geibel and Manickam (2015, 64-70) focus on understanding the startups 

critical success factors in the U.S. and Germany. Researchers developed a 

framework, which consists of 25 factors, which have a significant influence to the 

success. These 25 factors were divided in three categories as “Internal factors’, 

External factors’ and Support from incubator/accelerator”, (see Table 1). Internal 

factors consists items, which can be controlled by the founder.  External factors 

consists the external forces, which modify the environment and the founder have 

limited control. The last one consists of acceleration factors where startup is 

associated.  
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Table 1. Categorization of the success factors (Geibel & Manickam 2015, 65) 

Internal factors External factors Support from 
Incubator/Accelerator 

1. Employees/Team 
2. Work culture 
3. Co-Founders 
4. Organization 

Structure 
5. Exit Strategy 
6. Marketing Strategy 
7. Customer Network 
8. Product 
9. Ability to Scale 
10. Company Pitch 
11. Balancing work and 

Family life 

1. Government 
Policies 

2. Political Stability 
3. Location 
4. Access to Talent 
5. New Market 

Access 
6. Access to existing 

Market 
7. Competitors 
8. Prior Experience 

1. Mentorship 
2. Expanding Network 

Connections 
3. Financial Funding 
4. Tax. Legal, Business 

etc. support 
5. Infrastructure 
6. Workshops/Events 

 

 

After Geibel and Manickam (2015, 65-70) developed startup success factor 

framework, they developed scoring mechanism to compare the factors. From the data 

can be seen that both U.S. and Germans are focusing the most on internal factors 

and less externals. From the internal factors U.S. startups mostly appreciate 

founders, work culture and employees, while the German startups mostly appreciate 

product, marketing strategy and ability to scale. From the external factors, both U.S 

and German startups mostly appreciate market and talent access. From the support 

from incubator/accelerator, both U.S. and German startups mostly appreciate 

expanding network connections, financial support and mentorship. 

 

According to Groenewegen and de Langen (2012, 155-171) study examines most 

critical success factors of a startup with a radical innovation. Critical success factors 

are categorized in three main topics, which are innovation, organization and 

entrepreneur. In the innovation category critical success factor is a unique advantage. 

The organization critical success factors are “thoroughness of the business plan, 

membership of one or more formal networks, usage of external advice and 

knowledge, proactive customer approach, structure of the radical innovation process, 
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expertise, seed capital, usage of investors capital, and multiple owners”. The last one, 

entrepreneur critical success factors are “willingness to take risks, years of industry 

experience, years of management experience, relevant social network, higher 

education, number of previous jobs, years of working experience, and years of 

previous entrepreneur experience”. The research model defines three relevant factors 

for startups: first, founder must have entrepreneur mind-set with strong personal 

human capabilities. Second, the company must have a certain elements, like a 

business plan and seed capital. And third, the product must have good value for the 

customer.  

 

According to Jester (2004, 127-129) to manage biotech startup accounting and 

financial functions is to optimize balance between resources and needs. Biotech 

startups are facing the same issues as hi-tech companies: “to realize their vision and 

commercialize their technology”. However, a biotech companies usually have the 

unique challenges with regulatory and technology. Following list consists of five 

accounting and financial tips to help biotech startups to follow the right way. First, get 

well organized from the beginning. Startup company should focus on current 

accounting practices and standardized processes. The basic processes and systems 

of financial reporting should be on time. Second, establish reliable internal controls. 

Internal controls are more than getting the numbers right. Rights processes and 

systems secure that transactions are properly authorized. Internal control systems 

help to manage complex environment in a company. Third, prepare reachable 

budgets and forecasts. Biotech R&D is expensive and companies need a lot of 

money before their work will pay off. Realistic budgets and forecasts are crucial to 

understand the amount of needed capital to realize the vision. For example, “how fast 

the company grow?” “What are the expected cash flow and expenses?” “What about 

large capital expenditures, such as product manufacturing?” “What story I told 

potential investors with respect to the company’s projected financial performance?” 

“Do I understand the appropriate revenue recognition model for the business?” 

Fourth, issue equity instruments responsibly. The problems may occur when 

company makes oral and informal promises or commitments with founders, key 
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employees and strategic partners, without clear agreements. Possible problems and 

claims might be costly and hart to solve. The company can avoid these problems and 

claims if equity records are up to date and company policy is in use. And last tip; be 

aware of revenue recognition issues. Revenue recognition in accounting is 

complicated and risky. Long-term revenue recognition arrangement is a detailed 

exercise. Company should set an internal revenue recognition policy and secure that 

people understand the rules. In addition, internal control systems are necessary to 

evaluate and measure company’s progress. Below, table 2 are summarized startup 

companies success factors. 

 

Table 2. Summary of the startup success factors 

The Source Startup Success Factors 
Scientific articles 

Cusumano, M. 2013 
 

1. Strong Management team 
2. Attractive Market 
3. Compelling New Product or Service 
4. Strong Evidence of Customer Interest 
5. Overcoming the “Credibility Gap” 
6. Demonstrating Early Growth and Profit Potential 
7. Flexibility in Strategy and Technology 
8. Potential for a Large Investor Payoff 

Geibel, R. and 
Manickam, M. 2015 

1. Internal factors (co-founders, work culture, 
employees, product, marketing, strategy and scale) 

2. External factors (new and existing markets and 
access to talent) 

3. Support from incubator/accelerator (network 
connections, financial funding and mentorship) 

Groenewegen, G. and 
de Langen, F. 2012 

1. Entrepreneur (with specific personal traits and 
human capital) 

2. Organization has to have certain characteristics 
(business plan, seed capital, etc.) 

3. Innovation has to have some unique advantages for 
the potential customers 

Jester, C. 2004 

1. Focus on current accounting practices and 
standardized processes  

2. Establish reliable internal controls 
3. Prepare reachable budgets and forecasts 
4. Issue equity instruments responsibly 
5. Be aware of revenue recognition issues 
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Startup failures 

According to Hall (2001) “the most succesfull entrepreneurs are the ones that pick 

themselves up after a failure and get right back in the game”. Many entrepreneurs are 

unsuccessful even several times before the success. (Hall, 2001) Most of the 

literature focus on entrepreurs failure rather than startup companies failure e.g. Hall 

(2001); Lussier (1995); Kuntze and Matulich (2016). Failure has been defined in 

several different ways in the literature. According to Zacharakis et al. (1999, 5) failure 

is defined as bankruptcy. According to McGrath (1999, 14) failure is defined “a 

termination of an initiative that has fallen short of its goals”. Most of the startup 

success literature focuses on factors of entrepreneurial success rather than nominate 

entrepreneurial profiles of the failure (e.g., Chaterjee & Das, 2015; Brush, 2008) 

(Kuntze & Matulich, 2016, 55).  According to Lussier (1995, 10) it is critical to better 

understand the dynamics of new business and the factors of success and failure. The 

research investigates factors that believed to affect business success or failure. The 

factors construct 15 reasons for success or failure. The factors are capital, record 

keeping and financial control, industry experience, management experience, 

planning, professional education, staffing, product/service timing, economic timing, 

age, partners, minority, and marketing. The factors that believed to influence business 

success and failure is listed in a table 3. 
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Table 3. Factors that believed to affect business success or failure (Lussier 1995, 10) 

Factors How factors influenced to success and failure 

Capital 
“businesses that start undercapitalized have a greater chance of 
failure than those with adequate capital” 

Record keeping 
and financial 
control 

“firms that do not keep updated accurate records and lack 
adequate financial controls have a greater chance of failure than 
those that do” 

Industry 
experience 

“startups managed by people without prior industry experience 
have a greater chance of failure than those managed by people 
with such experience” 

Management 
experience 

“startups managed by people without prior management 
experience have a greater chance of failure than those with 
experienced management” 

Planning 
“startups that do not develop specific business plans have a 
greater chance of failure than those that use them” 

Professinal 
advisors 

“startups that do not use professional advisors have a greater 
chance of failure than those that use them” 

Education 
“people without ane college education who start a business have 
a greater chance of failing than people with one or more years of 
college education” 

Staffing 
“organizations that cannot attract and retain quality employees 
have a greater chance of failure than those that are more 
successful and retain quality in this regard” 

Product / service 
timing 

“firms that select products or services that are too new or too old 
have a greater chance of failure than firms that select products or 
service that are in the growth stage” 

Economic timing 
“firms that start up during a recession are more apt to fail than 
those launched during expansion period” 

Age “younger entrepreneurs are more likely to fail than older ones” 

Partners 
“a business started by one person has a greater chance of failure 
than a business started by more than one person” 

Minority “minorities have a greater chance of failure than non-minorities” 

Marketing 
“startup owners without marketing skills have a greater chance of 
failure than those with marketing skills” 
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Lussier’s (1995, 10) factors that believed to affect business success or failure have 

the similarity with literature of startup success factors. Cusumano (2013) manages 

startup success factors management experience, planning, staffing, product / service 

timing, economic timing and marketing, which are part of the Lussier’s failure factors. 

Geibel and Manickam (2015) manages startup success factors capital, record 

keeping and financial control, professional advisor, product / service timing, partners, 

and marketing. Groenewegen and de Langen (2012) manages startup success 

factors management experience, education, staffing, product / service timing, age, 

and marketing. Jester (2014) manages startup success factors capital, record 

keeping and financial control, planning, and economic timing.  

 

According to Kuntze and Matulich (2016, 55) nowadays researches have started to 

focus on cognitive factors. For example, Von and Bressler (2011) notice that 

entrepreneurial optimism is an important factor of success, but too excessive 

optimism can lead to failure. Kuntze and Matulich (2016, 64) study what makes 

entrepreneurial failure probable. They represent an important role of cognitive biases. 

The cognitive biases can be defined as; minimizing the perceived risk of 

entrepreneurial endeavors. Sometimes labeled cognitive heuristics reduce rational 

assessment in decision-making. Thus, cognitive biases are critical in entrepreneur 

process.  
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3 MANAGEMENT CONTROL SYSTEMS IN STARTUP COMPANY 

3.1 Research methodology 

In the thesis applies qualitative research method. The qualitative research is 

characterized by information collection of actual situation by bringing up subject 

perspective. The purpose of the qualitative research is a comprehensive and detailed 

examination of a subject, rather than being tested to study the realization of theories 

and hypotheses. The case study is characterized by a diverse supply of information 

and the target group selection appropriately. (Hirsjärvi et al. 2009, 134-135, 160)  

 

The research strategy can be divided into three categories: 1) experimental research, 

2) survey-research, and 3) case-study. In this thesis, the research strategy is a case 

study. Typically, a case study will investigate, in addition to a single case, the contact 

with the environment. (Hirsjärvi et al. 2009, 122-123) In the empirical part of the thesis 

manages characteristics of MCS in startup companies and case company interviews 

and finally requirements of MCS. The characteristics of MCS in startup companies 

assort startup companies’ success factors by themes and present comparison 

between MCS’s and success factors.  According to Hirsjärvi et al. (2009, 200-204) the 

data collection in a qualitative survey is often carried out by interviews. Interviews can 

be categorized according to how the strucuted interview is. Interview types are 

structured interviews, theme interviews (no specific questions are available), and 

open interviews.  

 

The thesis interviews focus on to the management control systems requirements in 

startup case company. Interviews were conduct in an open and unstructured way. 

Information of the interviewees is listed in a table 4 below and the frame of the 

interviews is shown in appendix 3. Two of the interviews were carried out by face-to-

face meeting and one by online. The interviews were carrying out in Finnish and were 

written up.  
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The interviews consist of five different themes and each theme focus on current and 

future perspectives. First theme is the company mission/vision, strategy and critical 

success factors. Second theme is corporate culture. Third theme is operating 

environment. Fourth theme is management control systems and last one is 

performance measurement.  The interviews themes follow approximately theoretical 

frameworks and it targets to qualitative results. 

3.2 Characteristics of MCS in startup companies 

The characteristics of MCS in startup companies assort startup companies’ success 

factors by themes and present comparison between MCS’s and success factors.  

First part was to gather different success factors from startups (see Appendix 1). In 

the research materials: leadership, product, market and operational elements were 

strongly highlighted as key factors.  

 

Then success factors were comparison to different management control system 

elements (see Appendix 2). In the frameworks operations were strongly with main 

focus on the internal processes and process development. However, many of the 

MCS frameworks also support leadership and employee management and provide 

useful methods. Most suitable frameworks for identified success factors are 

management accounting, performance measurement, balance scorecard, Simons’ 

LOC systems, or combination of these. 

 



51 
 

 
Figure 9. Characteristics of MCS in startups 

 

Characteristics highlighted that operational focus is needed, but real winners are 

those startup companies, which are able to combine good operations with a great 

leadership and motivated employees and keep things transparent. Startup 

companies’ MCS focus should be in internal operations – performance measurement 

– strategy implementation – standardization (see Figure 9). Identified by correlation 

and based on the main function of the most suitable frameworks.  
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3.3 Case Company 

Chronic diseases are the world’s biggest health problem and a global economic 

burden. For example, an estimated 17.7 million people died from cardiovascular 

diseases in 2015 while the costs of diabetes contributed to 0,6% of the world’s GPD 

during the same year. The demand for better healthcare with lower costs is massive 

in the health market but there are only a few distinguished technologies, 

which can enable personalized and predictive medicine. The case company’s aim is 

to change the prevention of chronic diseases such as cardiovascular disease and 

diabetes by bringing broad biological data to routine blood testing. The 

company has developed a blood testing platform that compared to routine cholesterol 

tests, obtains more detailed information from a blood sample with low cost, high 

scalability and speed. 

 

The company was founded in 2014. During the first years of operation, they have 

focused on R&D and commercialization. The company’s blood testing platform is 

scrutinized by science: There are more than 100 scientific biomedical publications 

utilizing the method. The case company is defined as startup company, because it is 

seeking rapid growth in commercialization. In addition to their own investments, the 

company has received external funding to support R&D and internationalization. 

  

In 2017, the company was chosen as one of the official MIT Solvers in an event held 

at the United Nations HQ in New York. They presented their blood testing solution 

and were chosen as one of the winners amongst 15 finalists. Solve is an initiative of 

the Massachusetts Institute of Technology (MIT) that identifies and supports lasting 

solutions to the world's most pressing challenges. Official Solvers continue to work 

with the global Solve community to implement their solutions. The company is a 

member of the global StartUp Health community. 
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Table 4. Interviews 

Interviewee Interview type, date and duration 

Chief Executive Officer (CEO) F2F interview, 29.11.2016, 1 h 30 min 

Chief Technology Officer and Co-founder 

(CTO) 
F2F interview, 29.11.2016, 1 h 15 min 

Chief Operating Officer (COO) Online interview, 13.12.2016, 1 h 00 min 

 

The details of interviews are shown above on the table 4. The frame of the interviews 

is shown in appendix 3. Interviews were conduct in an open and unstructured way, 

and consist of five different themes and each of them focuses on current and future 

perspectives. 

3.4 Management control systems requirements in case company 

Mission, vision and strategy 

This chapter manages case-company’s MCS requirements based on the interviews. 

The case-company’s mission and vision is to prevent diabetes and cardio-vascular 

diseases.  

 

“To change the healthcare paradigm from sick care to healthcare” 

 (CEO, CTO, COO) 

 

The company did not have formal mission and vision statements at the time of the 

interviews, but managers believe that employees understand company’s vision and 

mission quite well. This is because vision and ways to achieve it have been discussed 

a lot and employees understand company’s direction and key initiatives.  

 

“The company has now become sufficiently ‘smart’ and we now know where we are 

going (to enter the clinical market and thus realize company’s vision)” (CEO) 
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The situation of start up company changes rapidly all the time and it is crucial to adapt 

to the change. The company, benchmark the market and underlines ‘fail-fast’-method 

in its operation. Currently, the company’s core business is to serve the academic 

research market.  

“Certified Quality Management Systems is pre-requisite to clinical market access” 

(CTO) 

  

“Target of the strategy work is to find out where company should focus first, after 

QMS certification is obtained to enter the clinical market in 2017” (COO) 

 

The company did not have a defined strategy, and commercial business operations 

had been mostly in CEO’s hands. However, as the company seeks to enter clinical 

market, the next step is to define a clear market entry strategy to both convince 

investors and to steer operations. The aim is to enter clinical markets still during 

2017.  

 

Corporate culture 

The corporate culture highlights innovativeness, proper combination of flexibility and 

control, as well as individualism and collectivism. The company wants to underline 

common strategic objectives, nonetheless managers want to give room for individuals 

and provide the opportunity for individuals to be ‘a star’ in daily work. Culture 

highlights professionalism and everyone is rewarded for merits. The company has 

grown quickly from few to 20 employees. The managers have now realized that more 

formal control systems are required to handle the growth of the company operations.  

 

“Open and flexible corporate culture and appropriate control systems do not conflict 

with each other” (CTO) 

 

The control systems are believed to have a positive impact to the corporate culture, 

because the objectives become more clear and visible, but it is important that control 

does not compromise creativity and innovation. The controls will clarify the operations 
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and also provide the necessary obligations and rights for the employees to perform 

efficiently and effectively.  

 

Operating environment 

The company operates in academic research market and in the future in the multi-

billion dollar (clinical) IVD market. The market is very conservative, highly regulated 

and fragmented. As the healthcare costs are growing burden in virtually every 

country, there is a need to change the way healthcare operates and to think in new 

ways, e.g. preventative medicine. 

 

“The company has been focusing in academic research market, so the clinical market 

is relatively poorly known” (CEO) 

 

As the focus of the company has been in academic research market, the clinical 

market is relatively poorly known for the company. Now, that the company has 

decided to enter the clinical market, the forthcoming market entry strategy project 

focuses heavily to understand the market dynamics and regional differences in 

necessary detail to enable successful market entry. 

 

Management control systems 

The case company’s management style is a combination of different perspectives as 

top-down, bottom-up, informal, visibility of details, and delegation of responsibilities to 

different organizational levels. There are only few formal control systems in place.  

 

“Employees are given a lot of responsibility for their work” (CEO, COO) 

 

Because situations change rapidly and organization is learning and developing all the 

time, managers do not always have exact answers how and what to do next. This is 

why employees are given a lot of responsibility for their work. The company 

understands that this kind of way of working does not fit for all, and successful 

recruitments are critical.  
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“Step by step the principles of delegation, is slowly beginning to grow.” (CTO) 

 

Company’s leadership highlights low organizational structure and team leaders are 

part of the executive team. Organizational hierarchy is not present in daily work, 

which supports selected organizational structure. The company has grown rapidly 

and managers and the founders recognize the need for appropriate control systems 

to help delegation of authority and keeping operations in control without excess 

bureaucracy. 

 

At the moment, there are no standardized formal reporting practices. Weekly 

management meetings share information of strategic projects and current situation. 

Interviewees see that company’s board members should have a good understanding 

of operative practices and standardized reporting to support development.  

 

“Next management control target is to set budgets for teams and employees” (CEO, 

CTO, COO) 

 

Company’s next control target is to build budgets for teams and employees. Aim of 

the budgets is to improve delegation of decision-making. As part of the quality 

management systems, the company is defining and implementing formal processes 

both to satisfy regulatory requirements and to ensure operations are efficient and high 

quality. 

 

Performance measurement 

Currently, case company has no standardized practices of performance 

measurement in addition to normal financial accounting procedures (i.e. financial 

perspective in BSC). In the future, additional measures could be sales in different 

segments, marketing and brand awareness (e.g. scientific articles in international 

publications). Other BSC perspective measures are not yet systematically 

implemented. If company would have more performance measures, it would 

potentially be easier to share the responsibilities and manage operations. 
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Quality management system implementation is now in progress and it will require and 

define more accurate and standardized information of operative practices. Currently, 

company is defining the measures for each team separately. For example, what 

access to clinical markets requires? What is expected from the teams? Through these 

measures, targets can be defined.  

 

“Internal communication and performance measurement is preferred to remain as 

informal as possible” (CEO, CTO) 

 

In the future, as operations grow, it will be important to get up to date information of 

the operations across different dimensions of BSC. Performance measurement is 

seen to help management, but managers do not want it to be too formal. The informal 

character of the measurements is considered extremely important. Performance 

measurement should be simple and serve the purpose of efficient operations 

management.   

 

Key success factors 

Key success factors are linked to the growth and the life cycle of the company. 

Currently, case company’s most important internal key success factor is the 

acquisition and retention of good employees. In a small company everyone’s role and 

contribution is critical. As company has deep roots in science and technology, the 

recruitment focus in the future will highlight commercialization skills. 

 

“Key success factor at the moment are talented employees and successful 

recruitments are critical” (CEO, CTO, COO) 

 

The owners are currently involved in all decision-making in the company. However, 

the company has recognized that as company grows, it will become a potential 

bottleneck, because all things cannot get around in the future via management or 

owners.  
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“In the future, access to the big (clinical) markets is one of the most important factors, 

and it requires both strategy and funding” (CTO, COO) 

 

In the future, access to the clinical market is one of the most important success 

factors. Access to clinical markets requires good strategy as well as necessary 

funding. The strategy has not yet been determined and recorded, but the strategy 

work is currently being initiated.  

3.5 The main results and discussion 

Mission and strategy 

The company’s is guiding organization in decision-making, although it does not 

happen at the moment systematically through the strategy.  They have several 

strategic scenarios, because realized strategy depends on how on-going projects are 

proceeding. Among the other things, the implementation will support company to take 

the next steps. Clear (market entry) strategy will create a more solid foundation for 

the company’s global expansion in the clinical market. As Porter (2005, 14) defined; 

“strategy is what makes you unique, gives you a distinct competitive advantage, 

provides direction, builds brand reputation, sets the right goals, add superior 

performance, defines a market position, and creates a unique value proposition”. In 

the strategy, have to make selection of what to do and not to do, which customers to 

focus on, and what is the cost structure. The company and the organization have 

developed favourably in short period of time and have learned a lot. Now, the 

company has to make strategic decisions for which markets company will focus first 

and how to optimize limited resources. Hence, a more detailed plan and strategy for 

expanding operations to clinical market is certainly necessary.  

 

According to Simons (1990, 128-129) MCSs are important for strategy creation as 

well as for strategy adoption. A company’s strategic position refers to how it competes 

in the markets and gain competitive advantage. Hence, using the strategy and MCS 

the company defines methods how to achieve the targets. Simons (1994, 169-179) 
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and Chenhall (2003, 129) also highlight that MCS main function is to support 

managers to implement strategy, communicate goals, and align the operations within 

the organization. Thus, the company’s strategy should be followed by implementation 

and objectives.  

 

The relationship between the strategy (although it has not been precisely defined), 

and the actions mainly follows the Simons’ (2000, 32) picture of linking strategy with 

actions and Simons’ (2000, 18) hierarchy of business strategy. The Simons’ definition 

to link strategy with actions runs the mission to the intended strategy or business 

strategy, to goals and plans, to performance measurement and finally to the actions. 

The company has started to build teams whose targets and plans are connected to 

strategic choices. The strategic choices, for example, how QMS certification process 

will affect to the teams and what kind of targets and plans are required, from the 

strategic decisions through the targets and measures.  

 

The company has defined the targets, which should be achieved within three years. 

These targets are challenging and require financing and partners to be realized. The 

strategy has the potential to direct these objectives, as well as to define practices to 

achieve the targets.  

 

Corporate culture 

Case company’s corporate culture is not applied to any existing model. It can be seen 

that the corporate culture is built on several factors, such as innovativeness, flexibility 

and control, and individualism and collectivism. Like Malmi and Brown (2008, 294-

295) define, that cultural controls are as “the set of values, beliefs and social norms, 

which tend to be shared by its members and, in turn, influence their thoughts and 

actions”. The company have its values and social norms to govern the activities. In 

addition, the company desires to change the diagnostics of chronic diseases to more 

preventive direction, which motivates the personnel. The company’s mission is clear 

and it guides the management and employees work. As Simons (2000, 303-304) 
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defines, the mission or other statements motivate employees to search and create 

opportunities to implement the mission of the company.  

 

Also startup success factors bring up the work culture. Geibel and Manickam (2015, 

65) categorize startup success factors in three different category; internal, external 

and support from incubator. Work culture is one of the internal factors, and especially 

in the U.S. startup companies highly appreciate work culture as one of the startup 

success factor. Geibel and Manickam also highly appreciate employees as one of the 

factors. Case company interviews also points out that employees are one critical 

success factor in successful commercialization.  

 

Operating environment 

Based on the interviews the company do not know its operating environment (clinical 

market) well enough. In the company’s early stage, this was not even necessary, 

because the demand for the analysis of blood samples were covered by research 

institutes. Knowledge of the operating environment in the future will, however, 

become critical when the company seeks to the clinical market. In addition, the 

determination of the strategy point of view, knowledge of the operating environment is 

also important.  As Simons’ (2000, 18) hierarchy of business strategy illustrates, 

SWOT analysis determinates the competitive market dynamics and company specific 

resources and capabilities. SWOT analysis can be used, inter alia, in the 

determination of business strategy.  

 

The company’s technological potential is also reflecting to the knowledge of operating 

environment which has not been previously that necessary. However, the healthcare 

sector is very conservative, so even though the technology would be considered great 

it does not necessarily get change to succeed. Market domination is easier if the 

company is familiar with their operating environment. In addition, the conquest of the 

market needs the ability to take boundary conditions set by the environment to the 

strategy and objectives. 
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Management control systems 

Based on the interviews, the company emphasize employees’ own freedom and 

responsibility for the work. Due the reason that the company is still quite young, and 

in past months the number of employees has grown from several to 20 people, there 

are only few formal plans and management practices. Therefore, a lot of 

responsibilities are given to the employees. According to Davila (2005, 224-226) 

growing companies are facing challenges with informal management processes and 

how to successfully manage the transition into formal control systems. Case company 

has now faced these challenges.  

 

In addition, Davila (2005, 224-226) argue that when the company grows, its focus 

shifts towards more formal systems. Case company has started to build and define 

the formal ways of working, because the growth requires it. All formal systems are 

made as and when those are needed. Thus, during the implementation hardly any 

problems have been detected.   

 

The company follow the accounting rules of authorities, but they do not currently have 

systematic management accounting practices in use. Consequently, experience from 

the company’s internal management accounting practices, utilization of decision-

making and monitoring the achievement of the objectives does not exist. Sandino 

(2007, 265-289) recommends where young companies should first invest in MCS. 

The first category is Basic MCS”, which consist of collecting information for planning, 

setting standards and establishing the basic operation of the company. In basic MCS 

individual control systems can be for example budgeting and pricing system. The 

interviews indicated that the company is considering building the budgets for the 

teams.  

 

In addition, Sandino defines three other categories; “cost MCS”, “revenue MCS”, and 

“risk MCS”. Among the other things, company is currently building their own ERP 

system, which provides the information of the effectiveness of production and 

supports in cost management. Based on the interviews the company has started to 
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make cash flow calculation, which is directly related to the MCS’s third category, 

“MCS revenue”. Quality system requires a certain standard in operations and proper 

risk management – however, more from the company’s internal point of view. QMS 

certification contributes to the minimization of the risks. Also, external risks exist and 

these should be identified by analysis of operating environment. Company’s current 

actions are following well Sandino’s observations of which control systems young 

companies should first focus on.  

 

According to Simons (1995, 28) LOC framework is based on controlling the business 

strategy. And according to Ferreira and Otley (2009, 265-266) LOC framework’s 

strength is the strong strategic focus and its influence to the control. It also offers a 

broad perspective of the control systems and better understanding of the design of 

the MCS. Thus, Simons’ LOC framework is best suited to understand the needs of 

MCS. LOC framework’s perspectives; core values, risk to be avoided, critical 

performance variables, and strategic uncertainties can be used to evaluate different 

perspectives of the MCS. The company’s life cycle affects to the needs of control 

systems. Everything is not worth to build in the beginning, because particularly the 

young and growing companies are changing so quickly, that heavy control systems 

only stiffen the organization.  As Simons’ (2000, 310) present control systems over 

the life cycle of a business shows, both small and startup companies should start to 

define internal controls. The company has started to build their internal control 

systems to meet the challenge of growth and the quality and validation requirements. 

Case company is next preparing the strategy and a business plan, cash flow 

calculations and budgets, which are the things that Simons’ control systems over life 

cycle of a business defines as a profit plan and diagnostic control systems. 

 

Malmi’s and Brown’s (2008, 291) MCS framework present a wide scope of the 

different controls and it consists of five types of the controls: planning, cybernetic, 

reward and compensation, administrative and cultural controls. The planning can be 

divided into short- and long-term. Case company’s situations are changing rapidly at 

the moment, so the short-term planning and response speed is important. As Malmi 
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and Brown points out, the long-term planning is more strategy-oriented. Case-

company strategy work provides a framework for a long-term planning, however, not 

forgetting the speed of response in a changing situations. Cybernetic controls consist 

of budget, financial measurement, non-financial measurement, and hybrid 

measurement. Company’s next step is set the budgets and clear goals for the teams 

with possible follow-up elements.  Setting goals includes both economic and non-

economic indicators. Malmi’s and Brown’s framework perspectives can be utilized in 

determining the objectives and follow-up for the organizations. The company 

interviews do not actually cover rewarding and incentives. However, the interviewees 

emphasized the freedom and responsibility of the individuals as well as opportunity to 

be a “star” – with rewarding. When the needed operations are established in the 

company and practices for goals and follow-up are done, and then clear rewarding 

system should be considered, whether it will be financial or non-financial. 

Administrative control systems guide organizations behaviour by organizing of 

individuals and groups. The company has started to build teams and to establish 

formal methods to better respond to the growing business needs. As noted earlier, 

cultural factors will guide the company’s operations. Cultural controls are values, 

beliefs and social norms, which tend to be shared by its members.  

 

Performance measurement 

Otley’s (1999, 363-364) framework of analysing the operation of MCS main focus is 

on the management of organizational performance. Framework consists of five 

questions, which are closely connected with modern management and management 

accounting practices. Thus, Otley’s framework is linked to management accounting, 

as well as with assessing the company’s performance measurement needs.  

 

Ferreira and Otley (2009, 263) have developed PMS framework to handle structure 

and operations in a more comprehensive way. Interviews (see appendix 3) of 

performance measurement handle first three questions and case company have 

partly planned these things. Ferreira’s and Otley’s twelve questions help 

organizations to develop their PMS.  
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According to Malmi (2001, 207) BSC is one of the dominants of performance 

management frameworks. According to Kaplan and Norton (1996a, 85) companies 

are using BSC to “clarify and update strategy, communicate strategy throughout the 

company, align unit and individual goals with the strategy, link strategic objectives to 

long-term targets and annual budgets, identify and align strategic initiatives, and 

conduct periodic performance reviews to learn and improve strategy”. BSC four 

perspectives; learning and growth perspective, internal perspective, customer 

perspective, and financial perspective, construct a wide view of company’s vision and 

strategy.  

 

The company follows up a few key financial indicators and development projects and 

is currently determining internal controls and mechanisms of expanding operations. 

There are no follow-up indications in learning and growth perspectives, but the fast 

growth and continuous changes will teach the organization all the time. The customer 

perspective was not particularly emphasized in the interviews and the company has 

been so far driven mainly by the technology. This point of view is also supported by 

the fact that the operating environment is not known yet; because of the early phase 

customers have been research communities. Validation of the customer viewpoint, as 

well as knowledge of the operating environment will become significantly important, 

and this will certainly be focused in the future strategy work. The company’s goals 

can often compartmentalize to the BSC’s four perspectives, so it is important that 

these objectives and monitoring constitute a cause-and-effect relationship between 

each other. In this case, it is important that all the objectives and monitoring 

measures are aligned as well as connection to the strategy.  

 

Key success factors 

The company’s success factors are emphasized in technology and human resources 

specifically for technology commercialization point of view. Excellent technology 

rarely sells itself, so the employees are in the center. The company shall appoint the 

most important objectives for the market access, which is enabled when the validation 

is completed. Summary of the startup success factors (see Table 2) highlighted 
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leadership, product, market, and operations. The leadership highlighted strong 

management team, entrepreneurship, transparency, and self-organization and 

freedom. These are also the things that are identified by the interviews.  

 

Company’s support functions should be towards a common goal. The challenge for 

the MCS and a formalized operations is how to retain the employee’s freedom to do 

the work as they see, but according to common rules. Company’s product relies 

largely in special technology and it brings unique advantage for the customers. After 

validation, commercialization highlights the market, which the company will first to 

strive. Understanding the operating environment is important, as earlier stated. Both 

from the internal and external point of view and these factors also the company is 

focusing at the moment.  

 

Characteristics of MCS in startup companies 

Characteristics of MCS in startup companies highlighted operations, performance 

measurement, strategy implementation, and standardization. In addition 

characteristics emphasizes the effectiveness of the internal operations and 

leadership. How does the company implement the strategy into practice? The picture 

of the characteristics of startup companies MCS is very similar compared to large 

established companies. Success factors highlighted leadership, and successful new 

businesses emphasized open and employee central leadership culture. On the basis 

of the MCS theory, analysis of success factors and characteristics can make the 

conclusion that implementation and supporting methods of the strategy will lead 

companies to take the advantage from those who do not succeed. 

3.6 Recommendations and suggestions for the company 

The company sees that it is important to give their employees a freedom to work 

without strict limitations neither tight control. However, company is currently facing 

challenges with informal management processes and how it successfully manages 

the transition into more formal control systems. Hence, clear milestones and action 
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plans are needed to achieve the objectives – what should be done, how to do it, what 

resources are needed, and which milestones to be focused on. However, action plan 

does not mean to ignore the other opportunities, but limited resources have to be 

optimized. Goal setting requires a long-term strategy determination. After the strategy 

has been determinate company should resolve how it will be implemented and 

communicate the objectives. Several studies argue on behalf of the MCS in strategy 

implementation, such as Chenhall, 2003; Davila & Foster, 2005; Langfield-Smith, 

1997; Lee & Cobia, 2013; Sandino, 2007; Simons, 1994. MCS framework covers 

quite well those things which case company has planned to do next, so MCS 

framework could be utilized in the implementation and adoption of the strategy.  

 

Culture is built on the set of values, beliefs and social norms. Corporate culture is 

certainly not necessary to deliberate in a certain way. Mission and strategy as well as 

any control systems are for guiding and shaping the corporate culture. Already these 

choices contribute to what kind of corporate culture in the company will be born.  

 

The company’s operating environment should be well known when company strives 

to the clinical market after QMS certification. As a part of the strategy work, company 

should identify and define the operating and the competitive environment as well as to 

define company’s own resources and capabilities. In the strategic work and 

determination of the operating environment can be utilize well-established strategy 

tools. For example, the SWOT analysis can be used. Well known operating 

environment will contribute to the commercialization and market access.  

 

The challenge is now how the strategy, business plans, budgets and teams are 

managed and how the objectives will be implemented in practice and communicated 

to the employees. Methods for strategy implementation, communication, goals setting 

and measuring are numerous. There is no single correct way. The theoretical part of 

the frameworks provides a tool set to move forward with the organization. Alone a 

framework or a single method does not work; it requires in addition the other methods 

and leadership. However, frameworks can be used to assess the company’s strategic 
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choices, ways to communicate and setting follow-up targets. The frameworks consist 

of a number of elements that company management must resolve on the way or 

another. All the elements do not require any specific follow-up measures etc., but very 

few of them can be completely bypassed. 
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4 SUMMARY AND CONCLUSIONS 

Currently, management accounting researches have been interested of to the 

correlation between management control systems and a company strategy. Several 

researches recommend MCS to support the business strategy to lead and take 

advantage with improved performance. MCSs main function is to support managers 

to implement strategy, communicate goals, and align the operations within the 

organization. Specifically, startup companies are facing internal transformation and 

challenges with informal management processes, such as the case study showed. 

 

MCS researches typically have been focused on medium and large companies, but 

recently there has been a growing interest to the small and growing companies. 

Previous studies of the startup companies MCS are well on the line with the results of 

the case company. As Davila (2005, 224-226) describes, control and coordination are 

usually frequent and informal in the early stage but when the company grows, its 

focus shifts to develop more formal systems. Based on the case company interviews 

can be drawn a conclusions that more formal methods are needed when the business 

grows and number of employees’ increases.  

 

Sandino (2007, 265-289) observed four MCS categories where young and startup 

companies should invest. The categories are “Basic MCS”, “Cost MCS”, “Revenue 

MCS”, and “Risk MCS”. In these categories, there are already some elements, which 

case company has already started to build, such as budgeting and internal quality 

control. But still can be seen the fact that these could not be one to one linked to each 

other due the reason that the case company has not yet defined the strategy and 

build their own MCS. The challenge ahead is how the strategy will be implemented 

and communicated to the organization and what kind of MCS is utilized for control 

and monitoring.  
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The results of Davila and Foster (2005, 1039-1066) study are also partly on the line 

with the findings of the case company. Case company has started to implement some 

financial planning components (operating budget and cash budget) before the 

financial monitoring components (variance analysis, operating expense approval 

policies, capital expenditure approval policies, product profitability, customer 

profitability and customer acquisition costs). It is still too early to see the positive 

association between adoption of financial planning components and growth of the 

business. 

 

Granlund and Taipaleenmäki (2005, 21-57) observed that the corporate life cycle 

plays an important role in MAS evolution. They also indicated that NEFs usually 

allocate very limited resources to financial activities, and more often invest in R&D. As 

regards the results of the case company can be made a similar conclusion. The 

company has emerged around the technology, so, of course, R&D is more focused 

than the other activities. Also, the sales and marketing functions are invested more 

than economic functions. The economy functions focus more on short-term 

operations and venture capitalists requirements.  

 

Theory of MCS frameworks and strategy consist similar elements as the results of the 

case study. Case company has started to utilize some of these MCS methods, which 

previous studies have shown that small and growing companies first should 

implement. The utilization of these methods (like creating a budget and creating 

internal controls) is emphasized in current needs of the company. The difference can 

be seen in fact that the theory is more emphasized to formality. In part, this difference 

is certainly due to the reason that the frameworks are emphasizing more established 

large companies, even though they take into account the different stages of the life 

cycle of the companies. Case company does not want to create too formal and 

inflexible organization. Hence, all the structures must be informal and flexible. 

However, this does not mean that the company could not utilize formal methods too, 

as long as they do not rigid the organization.  
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The first research question is “How the different goal setting and success factors in a 

startup company influence to the MCS?” Targets and goals do not significantly make 

difference between a large established company and a startup company. Even the 

studies of MCS have mainly focused on large established companies. However, 

recent studies have also demonstrated empirical evidence of MCS needs in early-

stage startup companies. Company’s stage of the life cycle, will affect which 

challenges they are facing. Similarly, if the company’s internal operations are not 

established, this creates different needs for monitoring of activities and operations. In 

all early stage, small and growing companies MCS frameworks highlighted first the 

company’s internal control. As Simons (2000, 310) in figure 5 shows the small start-

up and growing companies MCS concentrate mainly to the internal controls, profit 

plans and diagnostic control systems. Other frameworks also support this conclusion. 

Mature companies do not pass by these internal controls and profit plans, but rather 

they are often expanded MCS to belief systems, strategic boundaries and interactive 

control systems.  

 

Startup companies’ success factors highlighted leadership, product, market and 

operations. Leadership success factors consist of inter alia work culture, employees, 

no bureaucracy, self-organization and freedom. Product success factors consist of 

compelling new product or service, user experience, speed, and long lasting product. 

Market success factors consist of attractive market, compelling new product or 

service, user experience, marketing, and speed. Operations’ success factors consist 

of internal and external factors, speed, accept failures, and self-organization and 

freedom. Startup companies’ success factors emphasize the internal features, and 

this view is also supported by the MCS early stage controls. Based on the interviews, 

the company wants to maintain its agility and low level of bureaucracy, but has 

identified the need for formal operations when the business and operations grows. 

 

The second research question is “What kind of MCS supports startup company and 

what are the needs for the MCS? There is no single definition of what kind of MCS 

best supports the startup companies. Researches have proven that when the 
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company grows, its focus shifts to develop more formal systems. However, it is 

challenging to transfer from an informal management to the developed MCS, but it is 

needed for the future success. Startup companies first implement “Basic MCS”, which 

consist of information collection for planning, standard setting and establishing the 

basic operation of the company. In addition, to focus on improving operations 

efficiency and minimizing costs by cost control and quality control. The startup 

companies are preferred to implement the MAS components of financial planning 

such as operating budget and cash flow before the financial monitoring. Different 

MCS frameworks consist of a number of different perspectives; others are clearly 

focused on performance measurement, while others deal with MCS widely for 

administrative controls. However, all the frameworks highlight the importance of the 

strategy implementation and communication of objectives. MCS is strongly linked to 

the strategy, so startup companies should initially focus on those areas, which are 

critical to the operations and for the success. As in the latest researches and based 

on the interviews, MCS is worth to build when company’s operations require more 

formal approach. The MCS emphasis initially company’s internal controls, such as 

budgeting and quality controls.  

 

MCS needs consist of various strategic elements. Previous researches and studies 

showed that MCS are important for strategy creation as well as for the adoption. 

According to Simons (1994, 169-179) and Chenhall (2003, 129) MCS main function is 

to support managers to implement strategy, communicate goals, and align the 

operations within the organization. According to Lee and Cobia (2013, 1) adaptation 

of MCS and management accounting supports entrepreneurial business to the 

greater success. In general can be concluded that the need for MCS often emerge at 

the stage when the company is growing and a frequent and informal activities are no 

longer sufficient in a daily operations. The need arises usually in problem situations 

and is intended to apply a systematic solution. However, previous researches and 

literature strongly emphasize strategy and MCS connection. It is important to 

understand the company’s strategic goals, and link MCS elements to support 

implementation and communication of the strategy. Separately developed MCS does 
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not support the company’s operations, neither strategy, as it is measuring and 

monitoring irrelevant issues. 

 

The case company has observed the need for formal operations during the 

company’s growth. It is necessary to establish the formal methods when the number 

of employees increases – all the things cannot pass through the management, 

because it will create a bottleneck. Currently case company have started to develop 

more formal practices and the implementation has had no problems so far and those 

have been well accepted by the employees. At the moment, cannot be said if the 

company would systematically start to use MCS, but small parts of it will be built 

based on the needs. When implementing and communicating the strategy, MCS can 

be utilized. MCS needs must be linked to the company’s strategy. 

 

The main research question is “What kind of information startup company managers 

require to support decision-making in the changing and growing environment?” The 

theory and previous researches highlights information needs for a startup companies 

based on internal controls, plans and strategy. The challenges of new, small and 

growing companies are often related to the challenges of the growth, and changes in 

the operation requirements of more formal management. However, this change is 

seen critical for the success of the company. Startup companies’ managers need 

information of the company’s internal functions, such as budgeting, operative 

efficiency, cost-effectiveness and quality control to support decision-making. On the 

other hand, researches also emphasized investing in R&D, and sales and marketing 

prior to the company’s internal analyses, such as strategic planning and performance 

measurement. 

 

In this study, was built characteristics between the startup companies’ success 

factors and MCSs frameworks. Based on the characteristics were identified startup 

companies success factors. MCS is constructed around the operations, performance 

measurement, strategy implementation and standardization. Startup companies’ 

success factors focused on leadership, product, market and operations. Leadership 
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success factors consist of inter alia work culture, employees, no bureaucracy, self-

organization and freedom. Management and leadership attention to these aspects 

requires clear communication of objectives, meaning that everyone is aware of the 

company's targets and direction - this requires monitoring and measurement, in order 

to know what is going on. Product success factors consist of compelling new product 

or service, user experience, speed, and long lasting product. Product highlighted 

ability to identify customer needs and how it influences the company's activities. In 

addition, product highlighted the ability to react quickly to changing situation, and it 

requires up to date information on the current situation and an assessment of the 

impact of a change. Market success factors consist of attractive market, compelling 

new product or service, user experience, marketing, and speed. Market highlighted 

ability to identify market and customer needs as well as identifying operating 

environment and how these influence to the company's activities. Operations success 

factors consist of internal and external factors, speed, accept failures, and self-

organization and freedom. Operations highlighted the ability to react quickly to 

changing situation, and it requires up to date information on the current situation and 

an assessment of the impact of a change. In addition, operations highlighted 

understanding the impact of external and internal factors to company's operations and 

management. Table 5 and 6 summaries startup company information requirements 

based on the success factors.  
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Table 5. Startup company information requirements based on the success factors: 

leadership and product 

Startup success factors Required information 
Leadership 
Strong Management team 
Flexibility in Strategy and Technology 
Internal factors 
Entrepreneur 
Staff at the centre 
Professional sports team model 
Accept failures 
No bureaucracy 
Transparency 
Self-organization and freedom 
Transparency 
Management role 

Management role important: work 
culture, employees, self-organization and 
freedom -> requires clear communication 
of objectives, so that everyone is aware 
of the company's targets and direction - 
this in turn requires monitoring and 
measurement, in order to know what's 
going on. 

Product 
Compelling New Product or Service 
Overcoming the “Credibility Gap” 
Flexibility in Strategy and Technology 
Internal factors 
Innovation has to have some unique 
advantages for the potential customers 
User experience 
Customer service 
Speed 
Accept failures 
Long lasting products 

Identifying customer needs and how it 
influences the company's activities 
 
The ability to react quickly to changing 
situation - requires up to date information 
on the current situation and an 
assessment of the impact of change 
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Table 6. Startup company information requirements based on the success factors: 

leadership and product 

Startup success factors Required information 
Market 
Attractive Market 
Compelling New Product or Service 
Strong Evidence of Customer Interest 
Overcoming the “Credibility Gap” 
Internal factors 
External factors 
Innovation has to have some unique 
advantages for the potential customers 
User experience 
Customer service 
Speed 
Long lasting products 

Identifying market and customer needs 
and how it influence the company's 
activities 
 
Identifying operating environment special 
features and how it influence the 
company's activities 
 

Operations 
Internal factors 
External factors 
Support from incubator/accelerator 
Organization has to have certain 
characteristics 
Speed 
Professional sports team model 
Accept failures 
Self-organization and freedom 
Management role 

The ability to react quickly to changing 
situation - requires up to date information 
on the current situation and an 
assessment of the impact of change 
 
To understand the impact of external and 
internal factors to company's operations 
and management 

 

Based on the case company’s interviews cannot be directly made a conclusion of 

what kind of information managers need to support their decision-making. At present, 

the case company’s organization learns all the time, and long-term plans cannot be 

made, inter alia, that the validation process of their product affects to the next steps. 

Previous researches and literature highlighted the importance of the strategy; so the 

decision-making requires a clear plan and a direction, in order to understand where 

company is at present and how it reacts to the changing environment. Based on the 

frameworks, startup companies success factors, characteristics of MCS instartup 

companies and interviews can be draw a conclusions that MCS is built on an 

understanding of the operating environment (market and customer needs) and 

leadership (management role, employees, no bureaucracy, self-organization and 
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freedom). This will require monitoring of internal factors. And in order to understand 

which internal factors will be monitored, company needs a clear strategy, plans and 

targets. The realization of the objectives can be monitored, inter alia, with BSC, PMS, 

MAS and utilizing Simons’ LOC framework.   

 

The result of the thesis can be generalized to other startup companies as well. 

However, the best kind of MCS can vary case by case. Hence, the company’s internal 

operations and strategy implementation support the best company to success and 

MCS can help and support with a good leadership. In addition, specific features of the 

industry, and the culture and the maturity stage of the company should be taken into 

account. Further research could be done on the implementation of MCS in startup 

companies. This single case study provides a perspective of MCS needs for 

implementation.  Consequently, could be research widely with various startup 

companies’ transformation from an informal management to the developed MCS.   
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APPENDICES  
Appendix 1. Gather of different success factors from startups 

 

 

  



 
 

Appendix 2. MCSs and success factors comparison 

 

 

 

  



 
 

Appendix 3. Interview questions 

 

Mission/vision, strategy and critical success factors 
1. What is the vision and mission of the company? 

1.1. How this is communicated to the organization?  

1.2. What mechanisms, processes, and tools are used to convey the purpose 

and objectives to the organization? 

1.3. Is there something what could be needed for the future? 

 

2. What is company’s strategy and plans? 

2.1. Which processes and activities ensure company’s success?  

2.2. How company’s strategies and plans are adapted, generated and 

communicated to the organization? 

2.3. Is there something what could be needed for the future? 

 

3. What are the key factors to the company’s future success (e.g. leadership, 

employees, transparency, product, market, operations, stakeholders, other)? 

3.1. How these are communicated to the organization? 

3.2. Do you expect that key success factors would change in future? If yes, how? 

 

4. Where do you see the company after three years? 

4.1. What it has achieved? 

4.2. What is needed for that? 

 

Corporate culture 
5. Describe your corporate culture (e.g. which elements are dominant: 

innovativeness and flexibility versus control, individualism versus collectivism, 

etc.). 

5.1. How your employees see and understand the “big picture” of the company? 

5.2. Which things would help employees to understand the “big picture” of the 

company better? 



 
 

5.3. How would you describe the relationship between corporate culture and 

control systems (especially internal perspective)? 

5.4. How control systems would influence to company’s corporate culture? 

 

Operating environment 
6. Describe the current operating environment of your company (market size is 

growing or in saturation, market competition, technological development, level of 

standardization, etc.) 

6.1. Describe the relationship between management control systems and 

operating environment? 

6.2. How management control systems would influence to company’s operating 

environment? 

7. How significant role networks (Finpro, Tekes, startup community and expansion 

abroad/cooperation) have in operating environment? 

7.1.  How network activities are controlled (e.g. information)? 

 
Management control systems 
8. Describe the management style in your company, for example: top-down versus 

bottom-up, informal versus visibility of details, delegation of responsibilities to 

different organizational levels, goals, forms, real-time/future data perspective, and 

levers of control, etc. 

 

9. How would you characterize your business strategies (cost 

leadership/differentiation/focus, emerging, expansion, etc.? 

 

10. Describe your current reporting practices (e.g. content, to whom, reporting 

periods/intervals, and accounting techniques/systems/processes) 

 

  



 
 

11. When, why and how finance/control/accounting participates to the functional 

supporting, e.g. R&D, product management, marketing, and sales? 

11.1. Currently participating? 

11.2. In future participating? 

 

12. Describe the role of management accountants in decision-making, planning and 

control of your company (e.g. historian, “watchdog”, advisor, trainer, member of 

management team, change agent) 

12.1. Current role? 

12.2. Future role? 

 

13. Describe the current IT infrastructure, information and communications systems 

and tools. 

13.1. Current IT infrastructure? 

13.2. Future IT infrastructure? 

 
Performance measurement 
14. What is or would be the organization’s key performance measurement perspective 

deriving from its objectives, key success factors, and strategies and plans (for 

example based on balanced scorecard perspectives; learning and growth, 

internal, customer or financial)?  

14.1. What is or would be the key performance measures in these perspectives? 

- Learning and growth perspective 

- Internal perspective 

- Customer perspective 

- Financial perspective 

14.2. How these are or would be specified and communicated and what role do 

they play in performance evaluation? 

14.3. Are there significant omissions? 

 



 
 

15. Are performance evaluations primarily objective, subjective or mixed and how 

important are formal and informal information and controls in these processes? 

15.1. Current situation? 

15.2. Future situation? 

 

16. Describe any other relevant factors/perspectives relating to management control 

systems and performance measurement. 

 

 
 
 
 


