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Summary (week 1): 

1. Control vs. Control system

Control: it can be exercised through many mediums, such as job descriptions, rules 

and standard operating procedures, budgets, performance appraisal system, and 

incentive compensation plans. 

Control system: it is a process and techniques that designed to increase the 

probability that people will behave in ways that led to the attainment of organizational 

objectives. 

2. Four functions of control

- Goals emphasis

Motivate decisions and actions consistent with organisational objectives  

Without control system, people take actions or make decisions designed to 

fulfil their own needs rather than the organization’s goals. Ideally, the control 

system will cause people to focus on achieving the goals of the organization –

goal congruence.  

E.g. the organization may be concerned with cost control while an individual

is tempted to travel first-class. 
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- Organizational integration

Integrate the efforts of several different parts of the organisation  

Even when people are trying to act in the organization’s best interests, they 

may find themselves working at cross-purposes –lack of coordination. Hence, 

in some situations (small org.), the control process may consist merely a series 

of meetings and periodic opportunity to assess progress against goals by oral 

or written reports. 

E.g. a sales unit may want to offer a customer expedited delivery to make a

sale, while from manufacturing’s perspective, this may mean a ‘rush order’ 

which disrupts carefully designed production schedules and causes 

inefficiency.  

- Autonomy with control

- Implementation of strategic planning

Facilitate the implementation of strategic plans and the planning process 

Planning is the end of the beginning, it is a component of a control process, 

and not a stand-alone system, per se. 

3. The framework of an organizational control system

1) Purpose: to describe an organizations’ control system as well as to evaluate its

functioning and effectiveness.

2) The framework consists of 3 parts (together, macro-control system)

- A core control system: cybernetic structure consisting of 4 subsystems

which are linked by feedback and feed-forward loops.

Provide information about the results of operations and people’s 

performance  

One function for control systems is to permit the decentralization of day-to-

day operations while simultaneously assuring that organizational objectives 

are achieved. 

Strategy (optimize control): permit managers to run their day-to-day operation 

as they wished, while evaluating the results of their decisions and actions in 

terms of the criterion of rate of return on investment.  

This permitted managers a great deal of autonomy, while still allowing top 

management to control the goals of the operating executives. It thus 

optimized, rather than maximized or minimized the degree of control.  
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- Organizational structure: set of rules their interrelationships

- Organizational culture: value system, beliefs, assumptions, patterned

ways of thinking which are characteristic of the entity.

Note: above 3 elements are bounded by the organization’s environment. 

4. The core control system

- What is this?

Focuses on any aspect of human behaviour (e.g. acquisition, allocation, 

utilization, development, conservation, or disruption of organizational 

resources) which has to do with attainment organizational objectives.  

for the revenue: last month’s sales figure plus 5%. 

2) Operations

- Def: on-going system for performing the functions required for day-to-

day organizational activities. (e.g. individuals, teams, departments,

divisions etc.)

3) Measurement

- Def: the process of assigning numbers to represent aspects of

organizational behaviour and performance.  It includes accounting

system, non-financial measurement (production indices, e.g. scrap

- Ex ante control is motivation of performance before operational system is

executed.

- Ex post control is the use of goals in evaluating actual performance and serving as

a basis for rewards, which, in return, reinforce or modify future performance.

- 4 organizational processes (subsystems):

1) Planning

- Def: the process of deciding about the objectives and goals of an

organization (and/or its members) as well as the means to attain those

objectives’ goals.

- The ultimate objectives of an org from and org control system’s

perspective: help direct human effort.

- Goals may be used to establish desired performance levels, to motivate

performance, and to serve as a benchmark against which actual

performance can be assessed.

Note: (objectives: things an org wishes to achieve in a given

performance area: markets, products, personnel, financial results;

Goals: quantitative level of aspiration. E.g. ROI)

e.g. objective of a sales person: generate revenue for the firm. Goals
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rates, capacity utilization & product quality –rejection rates), and 

social accountability measurements.  

4) Feedback

- Consists of information about operations and their results

- 2 types of feedback:

 Corrective: information abt the performance of the

operational system which is designed to  help adjust

operations in order to improve performance.

 Evaluative: information abt how well the operational

system is doing.

5) Evaluation-reward

- Function:

 Output function: Use the number generated to monitor the

extent to which goals and standards have been achieved, so

that organizational members may be provided with

corrective and/or evaluative feedback.

 Process function: measure the phenomena caused by the act

or process of measurement per se.

- Effective control system: all major goals should be measured, hence

acc./budgeting ≠ control system. Because unmeasured goals tend to

receive less attention, if they are not totally ignored. E.g. sales vol. as a

performance measurement, then tendency to neglect unmeasured

functions e.g. arranging merchandise for displays and stock work.

- Def: the mechanisms for performance assessment and the

administration of rewards.

- Evaluation: assessing the performance of individuals or groups in

meeting organizational goals.  Typically use accounting measures e.g.

budgets & standard costs.

- Rewards: outcomes of behaviour that are desirable.

 Intrinsic: perform tasks because they are interesting,

rewards are intrinsic.

 Extrinsic: perform tasks because of the rewards they

expected to receive.

 Purpose of rewards: motivate people to behave in ways

which will help attain organizational goals, to reinforce

positive performance, and to modify negative performance.

- Effective motivation:

1) Rewards must be perceived as linked to org

goals & to behaviour which produces results that
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lead to goal attainment for the org and in turn for 

individuals.  

Notes: rewards such as recognition, praise, 

money, promotions, performance evaluations  

2) The folly of rewarding A, while hoping for B.

e.g. compensate staff based on sales revenue, not

profit. 

3) Time of receipt: immediately rather than delayed

(not feasible)

4) The effect of small, infrequent payoffs may

more sustained

6. Organizational culture as a component of control

The core control system as a whole: 

The operational system for a given activity is the focus of the control system and 

includes planning, measurements, feedback and evaluation/reward. Initially, there’s a 

process of goal and objective setting (ex ante and ex post control). Ex ante functions, 

they serve as inputs to motivate behaviour in the operational system. In ex post 

function, they are inputs to the evaluation/reward system. Measurement directs 

attention toward measured dimensions of goals. It also provides corrective and 

evaluative feedback. 

5. Organisational structure as a component of control

- Structure functions as a control mechanism by

1) Specifying the behaviours expected from people in the performance of

their roles

2) Specifying the authority and reporting relationship of the entire set of

roles which comprise the organization structure, per se.

- It also functions as a control mechanism through:

- Degree of centralization/decentralization

- Functional specialization

- Degree of vertical/horizontal integration

- The span of control (no. of reports)

- Relatively static, it represents a strategic response to the requirements of markets,

technology, and the environment.


