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Abatract

The cancepl of maragement contrnl system uml frganiztional leaming has drawn the altenbon of masy parties s they began tn
leam the importance of S 10ols in orgmmistional soslamabaldy. MOS kel p e ansone thal problem & delecied and approgeint:
checisaom are made. Tusalmnesgal chamges resalting rom correcting e problem will promote organistiomal leammy, The aim ol
this meseanch s W examive the mlgioship bemeen e degm and the use ol mamagemenl comtmal systam i develoging
eirganwational laming. More speeifically, the snsly focuses on Poar elemons of orgasizatonol learmmg, mamely kewledze
acouisition, mlormation disoribeton, imfoemation merprelation, and organizgional memory, Two reseamch guestions ame
invesligabed = the shedy: 1. Does B design of MCE bave an angeed an b sleminls of GLT 5. Do the ms of BCS andluence
the elemenss of OLY The resall sezeesss thal shere & 0 peagive influence between the design ond e v of MCS with
Crganizgional Leaming, Use of MOCS has mone indluence oo Orgastzational Leamizg shen comparsd v tbe Design of MOCS,
The & because design will be move menmimglul whea used and spgrlied.

Ko poawiet Coninad Tramcwark, s formalion ink geotce | b eeabedge aoqusiiom, orgoniceboml memeeey | perfoomance $valmiin

L. Main text

Management control s ystems (MOS8 a notuhle function within an organization, The negligenee in managemand
comrel systems will have an impact on the organization thed can lead to finenciol losses and the destruction of
muirket peroeived voloes on the organization [ 1] MOCS is o compulsory function for an organization in omler 0 gain
wseful informstion in applying the management reles, such s decision miking, planring and evalusting perfonmance
[2]. MCE con chamge the individuals' perceptions of existing strofegics and stucnes, Thereby, those individuals, as
the members of the orgamzation, Gan immedialely identify new mesources fo enhance the arganization’s competitive
advantage through organiational leaming (OL) [3, 4]0 OL endbles an organization fo sdapt o the business
emviromment that has been changing to be more dynirmic and competitive by Gcilitating the coeigion and metention of
knowledge {3, 5-T].
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1A Probfem staremert

Bescarch on the relwbonship betwesn MCOS and OL hes been done by several previous stndics wlhich show
algmificant resilts in the effect of MCS on QL. s which MOS plays an important tole in facilitating OL. However,
thi discumsion of MOS i this sty is divided info two aspect, which are the design of MCS and the vse of MOS as
in the research conducted by Wee et al. [3] The prior sidies often expming these two aspecis of MOCS on 0L
separalely and show that these Uvo aspects are prominend o O on ther cwm [B-10], This study, Tollowing Wee el
al. [3], investigates both the design and wse of MOS on OL in the same fnmesork. In Indonesia, the discussion on
MCS is limiled f0 investigating the relationshap between MCS pod firm performiance, nol with orgnistional
learning [ L1, 12]. Therefore, this research will investigate the nelationship between design of MCS and use of MCS
with OL in Indomesia. This soely focuses on gqualitative data. snd s sdditon o the previeus soedy, this sy
examines the effects ol dm-.ign. and wse of MOCS o the [oar elements o CL, which are kmwl.u]ge :Ill:-l.ll.I:i."ii:LiIJrl..
mformstion distnbation, informatien interpretatcn and organiztionz] memory 2= argeed by Kloot [10], Examimng
the design e use of MOS simalarcously enohles the rescarchers s improve insights i the relative cffects of
these twio aspects of MICS oo the elemensts of OL,

The remezinder of this paper is orgomized as follows, A review of the Lierature and the developmen of hypotheses
for this study are presented in the seeond seetion, The thind section frameworks there search methods adopted in the
stuchy . The founh secton presends and discusses the fndings of the sudy. Concloding semarks ane then made in the
fifith section

12, Reseaveh GHesiinm

o Dhoess the design of MCS have an impact on the elements of OLT
i, Do the wse of MOS influence the elements of CLT

I 2, Parpose of the sivdy

The purpoee of this ;:u.[.\:'ri:-i i present the study on relaticnship between the design and the use of management
conrol sys tem and organizational learming especially in Indonesia.

2, Conceptual model
el .i-:l'mm,g:'r:lm'm cmhrod svxiear (WX

MCE s 0 process (hat can convince managers thot the resoarces obdoined have been osed effectively and
efficiently inachieving orgunizstiomal goals |13]. MCS can be viewed & confrobling in organizations, since ong of
ils srols is gecounting infommation system (IAS), performeamce mensurement, reward, gnd planning or budgetary
syalems. Instemd of focusing on mensured performance, some management coatmls focns on encouraging, snabling,
aF sometimes forcing employess o act in the organization’s best performance | 14]. Moreover, some mansgement
comdrils sre prosctive, they are desipned o prevent problems before the arganization seffers any adverse effects on
|1} NS, :l]'uut__l.:h the dr.'ﬂilqu [ebures, I.ll.l.i.l.]iﬁl:h | haz -::q'.:rti:.':ll.'i-:lnu] |E=JI'I'IiI'l'5 anel has rrl:ipn.u.'n.l jrq'.ul.'l. e Lhae
implementation of strategy | 15].

MICS ciam b imberpreded s cither stregic contmols or fmancinl commeds | FS]L Sraegic comtrals refer 1o long ennm
ahpeciives which baged on information exchange and proper kneodedge of markets. Inoconirast, the fmancaal
comdral s re focusing on shor-term financind pedformanee, such as retum on investment ), MCS has chomacteristically
been d-n:i:ip_rnlcli a=m Bimals fior i.111|:||cmu11|i:rg tha sirafeny . Coller et al. |]?| argues that, in thal |.-.||.':1|."iL3,r. MCS has
frequently been inspected as “the wse of MOS™ rather than 25 “desige.”™ While, anotler study reveals thal 5105 uscs
should be purtof MOCS designs [18].
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22, Destgn of MCS

The MCS desipn determines the type of infonmation that the system can provide [21 A orginizidion must desizn
am MCS while still working to learn Foster, The ahilidy 1o leam faster From competitors in dhis dyoamic and volatile
mairkel will be an acvontoge becanse who can Jesm faster will goin a competitive cdge [ 19]. This design cen be
conceplualized in the form of information characier.

Wes et al, [3] cite Chemball ond Morms research in 1986, identilying four chosacternstics of informmation thet ae
wselul o boq manigement; they are the s PLI.:I1L1IJ:.I.]iI.'!|'.; EI'ESI'L'ET.IHI:IE:. amid iJ'Hl:gr.:.l'iun. Th senp of zi hroul
mEngremend control sydem is thal provides information about the extemal environment, in additon fo financial,
amd future-triented, Timeliness refers 8o the speed and [eguency of reporting inflormation. Aggregation is a
cobtlection of mfosmaticn between peneds, and between departments. Integration melodes imformation from cedain
=nb-unit decisions that affect the orgamization. Al these characleristics represent the design of § managemen confnal
syslen.

2.3, Use of WCK

Uk of MCS b= an acton or implementation of MOCS from a design that has been preposed . MICS i imple mented
b mamaopers o replace their supervision in performing all conirel functions mging from planning. decision
rnking, mstivating . coordinating, commonicating ohjectives, providing fecdback. ond integrating comples sctivities
110 Compared with the design of MOS., the pse of MOS in previoes studies hud more infloence on organizational
leamimg [ 3], There are six migjor tepes inthe wse of MOCS: irmprosded understanding. Tocus of alenbon, scomekeeping,
improsemend of leaming, performance cvaluation, and resard andd feedback systems (9, 10, 20231,

Improveesl understancing of mformation in MCS will belp management to find weaknesses and depndencies
among business units within the organicstion, evidwate the mopoact of extemal events, and examime aptions. The
indlividual’s ability o owse the informetion availisblde in the MCS Tor decision=making  aclivitics depemds on the
psitions in the orgamizations] kerarchy and connections with other members within the organization [3]. The ase
aof MOS by the top management teim can act a5 a precarsor o orgenizaionsl capabilities leading to o simsegic
chimice. The use of MOS suppuos the hnplcmﬂ'ﬂ;ﬂiqm ol e stralegy ained i:'nplq:mm;ui.-lm of MIS I'JE'\.'iEI:IH actrvely
linked to signals sent acress ihe board w0 focus organiesfional avtendion, stimalve dizlogee and suppart the
cmergence of new stwiegies (%), Concenation Includes leew the crginication highlights the problem wea and
provades a signal of pofendial threals fo the organceation.

Control relutes w organizational goals. coordimation., usd clange | 0] Effective control does non only relste 1o
following predetenmins] procedures and ensuring that individuels hove worked productively to achieve the sioded
poals, b effective comtrol also stll provides space for feedom in innovation in achieving zoals (23], Innovation is
important i the coment basiness  envitonment which 35 tightly compsitive pnd full of uncenainty, Some
oFpmivations Toce thot the extemmal envirommend becomes moch more volatile thus bave mose impisd on the
organization’s performance [24]. In committing o basieess  excellence while dealing with the  wneertain
emvirenmenl, an orgamization most acopl the mteractive MOS f0 manaps ifs business progess. The effeclivensss of
the inferactive MOCS can be seen From the results which must be monitored regulardy. Reconbing the resulis of the
comnal includes fracking progress towards the geal, measuring the pchigvement of the determinants of spceess, and
comgaring resulis with expecivions.

Effective MCS con be achoeved by nmproving learmng. Learmang enhancement 15 the ability o adenily the
weaknesses of the srabepics used, fommuolate new strategies, and improve the competifiveness of the products or
snrvices p-rnlll.b::d. MCE con influence the pl:n:uplil:m that the g-:nl:s an precesses Lhat e h-umg TLL Zre ek l-:mE-:r
meeting external clallences. The wse of a broader perspective can provide creative solutions [25]. Information
collected by MCS can be weed 1o st whether corrent strategies and structures are appropoiate for wse i this
dvnamic environmens.




A aumie

Achieving the cnhoneed perfrmance outcomes o the organization s an undeslying objective in some
muanpgement contral reseamch, Managers can chaose fhe wavs they use contral to achizve their goals, Managers can
miake a decizion abowt their vse of conmal besad on expeciations (nghty or wrongly b of bow heir chobees offeer
chaices affect Tuture performance [26]0 In addition fo pedformance evaluntion, MCS can be ochieved by
implementing a rewand system. The rewand system stises sl stremgthens the valves and oomms thid cover the
organizational cultuwre self. The design of the veword system can help decision-makers io modify the crganizational
culivre, The rewird svstem is a poaeciul mechanism that can be wsed by managers fo commaumicile sttitudes and
behaviors desired by members of the organizition. As bme goes on cullure can change through clear communication
ol perfonmance criteria and consistent rewands applicadions [22]

24, Dparizattana! learring (L)

The phemcmenon of cegameabional beasmmyg (OL) mn altractmg the allenfion of researclers conbimues fooncrease,
This hias also bocome & point of contrgversy reganting leaming conducted inoor by the organization [27). There is no
atighe perspective on current learming theery thal s aghd for copiunng viarows relabionslaps and the possihibies that
arise from learning and where it s done [28). Orvgenirational leaming is the resalt of an undersiamifing that orises
freamn the exiemaol epvironment and adapsation of belicfs and behaviors that ans comgpatible with deese changes [29],

Organizational leaming can be soen in the process of Knodedge acquisition, informaton  disiribation,
nfonmation interpretation and orgamizational memory i can influence organizational behaviors [30-32], The
mii fecws of organdzationsl leaming s a condinuoos improvemend [33, 4], Through a global economy  and
dynmmie market conditions, companies bave realized that continuous improvenment in products and processes 8
nesded to create ond metintain competitive advantage [35].

Tex fulfil the information imterpretation process, argamizidions must frst determine the abome of Jearming. In oxder
i determine what leaming behavior s needed o0 develop individeal and orpanizationd] competencies. some
reseinchers argue that behavioral change must be [©llewed by cogmitive change [33, 36], Accorling to Mumay [37],
individual competence = very valuahle but stored in the baman capital of the onganiaton. This compelency can be
ratised ghrosgh several types of lewming svstems and orgimeational leoming readines, Individesd acivities or
activities wre needed before the mplementation of the leammg rowfine. Moy [38] combines  individual
competencies aml organizational competencies o support onganizational learning.

25, Hupewhiesis

OL's rode = to suppon sustanahle development and G clossly cogamzabional baks i g specihic ergameabonal
lzarming inechanisim in wikicly monogement views guality progroms s successes [ 39 Inaddition, MOS is defined os
any oogonizational condrol which consists of sccownting information syvatems (including bodget and finencing
systems), performiznce evalustion systems, planning systerms o5 well & rewand syvsiems [ 39).

Therefons, control can be inerpreted as an ongoing process in assessing peformonee and saking affirmmive
action as needed: allowing the organization o preserse o high-guality process im0 addition o control the process
hence the devel opment con be carried oon [20], As noted by Simon [<17], MCS §s very influendinl in coganizationn]
aitivities, Tn other worls, if MOS s designed o reinforce a leaming envimoamment, MOS must be a system that
I|.||1h|:-]rJ.~: d:d.'i:dl:lrl-rruking S TN, umil assisks Lhe progress ol effeciive tnumh'it;.h'lurm1wr. MR allows al.'l._||.:i.~ii|.inn
amct improvcement of information for knowledge eneation,

MCS seatles the argomizalions’ fremeworks o search for information. Accountishility omd sssessments as The
evaluation process are fonmed to cerify that MOCS well-adopted to dynamic business enviconment [ 10, 42] An MOS8
al an orgunizafion is considered capable of supporting OL through design feoateres and inleractively inflluencing
stritegy [ 15].

Biased on these mabters, this sody uses the following hypothesis:

H1: Design of MCS has to influence arg in abons] leamng

HE Useof MOCS has woan influsnee on organizational leaming
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2. Resgarch methodology

The analysis mede] used in this stwly s multiple Tincis anilysis. Figure | shows the model used fo examine the
effect of the relationship between Design of MOS and Ulse of MOS on OL:

— i Infiumnalien
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Fig. 1. Research framework
The statistical eguation shown in Eguation 1
CH. =3 + 0 = DO+ 525 UOM + & (Lh
Where:

Ol = Orpamzabtonal Leamiig
DadM = Designof MCS
Lokl =Ll of MCS
| = cimstant
- 12 = cocfficiens
o = g

This study vsee o Likert scale as the measpremend tools in collecting the datu. The type of datn used is
cpuanditative dala (nemerical dagi which is then analyeed slabistical methods. Scurce of data osed i primary data
collected from respondents. who wre managers. teoteh filling owt guestionnaires . 1n this sdy, guestionnaines ane
used bo collect dsla segardiig the desagn of MCS, wie of BMCS and OL 0 30 companies m Indonesia. Thas
cpuestbonmaine is adogied from previoos research |3,

Dt amabysis techmigques consist of vididity, reliability testing and hypodhesis esting by WarpPLS, The anidvsis
will ke carried out with dwe help of WarpPLS softwase. Pamial Least Scoane (PLS) is par of Strocterd Equation
Modeling (SEM}. The perpese of using WarpPLS is 10 predict the impect of the independent variable (31 on ihe
depemdent variable O sl expliin the I"l.'-|i:||il:ll1-'i|‘I-i||:' btween theswe varishles. This imn]J:.'Lil:.lI sechmnigues is able 1o
provide accurate resolis and can be osed o a smatl sample scale. There ane two models namely the ounser model and
the inner masdel, The outer made] consists of lesting valadity and relability,




4. Findings

Avwoh v name o

Bused on Tubbe | it cen be concluded that coch indicavor that is b o lsent varable bas a difference with
indicators inoodher varinbles indicated by a higher lowding score in its own constniet. Thas, the model bas good
ciscrimamant viadidity, Based on Table 2, comgosite reliability and Cronbach's alphi, Both kosve fulfilled the nile of
thumb. All compasite reliahility volues are above 1.7 and the valog of Cronbach's alpho has beep abowve 006 which
irndicates thit this resewrch mode] has been reliable,

Table 1. The outer mmonicl
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The equations resulted froms the mer model tests us shown in Figuee X

AOQ = (.29 DEFICN 40 585 USE...coovcuiovis s scnms soncsssmricst mmne B 00568 (2}
DUSTRIB =104 5= DESICM +TJ'.5I?=~1..IE..R-I ={on | (3)
INTERP=(.24x DESGIN + (A0 LIBE o) csieaiimnm s smann aas B = 0678 ()
MIEMORY =040 DESICN +0 385 USE e B S 0419 £}

Varintions in the ACC variable (Eguation 21 can be exploined by the design vanable of MOCS and the nae of MOS
by 568 W Vanaicns in DISTRIB varables (Equition 30 can be explained by the design variohles of MOCS and D
afl MCS |1:|.' Gi.1 . Vanabions m the INTERP virables I_Equuli.-::m &) can ke cxplui.n.-'_uj h:l" the |:||.'r;:i|:|_r| wvaribles of
MCS and the wee of MCS by 678 % Vamations in MEMORY varables (Egquation 55 com be explained by the design
variazble of ¥ICS and the weez of MOCS by 41 .5 %

Onverall it con be see thad de dosion varighles of MCS and the use of MCS are positively assocists! with 0L
The use of MCS and the |b5-.|__|.;n ol MCS si:lnu'll.:]rmnm.]:,' o ei hirl;_mg,]'!.- muence i.l'lll.'l'l’.l'ﬂl.:]rjl.'ll.'l. a]l]mu:gh p;uiiu]l:.' Ltz
design signihicance of MOS 15 weaker than the use of M5 The desien of MOCS mast stmongly alfects distribwbon.
This can be seen from the ooefficient (043 ) which is the lergess umong the other coefficients wnd also supporisd by
the Peovaloe of les than G01, While the use of MOCS most srongly isfluences imberpretistion {coefhcient = 0.0) and
i5 also supporied by & P-value of less than 0000, The P-value limdc inothis sody is 3 %, These criteria ore met by all
relationships tested except the relsionship of the design of MOCS o imerpretation

In this study., OL is specifically examined according o s componeids, which are information acquisition .
information disribotion, interpretation, and memory, The components of knowledge aoquisition ane proven o be
influenced by the design of MCS by 20 % and the vse of MCS by 58 % This resull shows thad the use of MCS
influeees the argomizetion mone in gaining new knowledge about the company, both knowledge ibout conpetisores'
strdegies, consemers. and dicussing other company is=spes progctively. Use of MOS fucilitates employess in
highlighting problem areas, exploring options and evaluating company performance compared [ expectations in
arcler b wlwoys acguire new knowledge, therefare, the Use of MOCS has more influence on information acguisibon
fhimn the: design of MOCS.

The ainformation distrivution component = proven o be indluenced by the designoof MCS by 45 % and the use of
MOCS by 51 %, These results incicate thid the Use of MOCS has o itk more ieloence on information distribution
wilhin Lhe comgany, Bt af the same tme, 1 nesks o be seen thal the rj:mgn i MCS has the greaibest i Tsiemee on
the information distribution component compared o oher componends ik 0L, Design of MCS talks ahout
miJ'.ﬂ'riIJ"lJ-' angd weoess o informution for companies. While the information distrbution speaks of the orgenizatica’s
ahiliny 10 leam droesh emplovecs who can use the informaibon available in the company o sappert work, the
inbegratien of ntermation in various aneos of de company . employees shore information such as ideas mnd plans and
L".|'!1|1|.l::-‘_l|"EEh katc wiu has Uhe piformation needed. Therelore, the Jﬂigrl of MCH has the areilesl comelatican with
infonmation distribution, but for organizational leaming 5 ned enough only suppodted by the availability of
infonmation (De=ign of MOCS) bat how information s mansged for decision meking (Use of MCE), a0 thed the Ll
of MO8 haes w lidtle moge influence on indommstion distribation component m CL.,

The comgponent of information interpretation is proven o be infloenced by the desiagn of MCS by 24 4 and the
use of MOS by 700 % These resulls imdicate that the ose of MOS has more infleence on information interprettion
Infermation ierpretation speaks nbow the organization's readiness 1o deal with changes oround it =uch as chonges
in technodogy, how emplovess sie encowsrngsd o commamiciste infonmation clearly amf make decisions using
misidels or rameworks. Use of MOCS facilitaes I, L-.q'u:'n.-i.a.'ll}' Eha jnlerpn:!u.li.-:m ol infonmeiion I1:|.' Lmmegan
emploovecs o identify weaknesies and podential problems of the company in onder o formulate mew sraterics that
are always elevient i change,

In the memory component of the orramzabian. it 15 proven ks be mfluenced by the desgn of MCS by 400 % and
the gz of MCS by 38 % These rceults indicate ot e Design of MCS has  litle more influence on edganizationol
memory than the s of MOS, Onnnizational memery talks about kow companies collect, monoge and stone
mformsation for work guidelines, This component s more nssociated with the design of MCS because both talk
ahoat the availability, oecess, and sposage of Information while assocised with the Use of MCS throwgh the

munigement ol informsdim for decisksn m:l&inj_{. The reswalis of thas .*-.lud::r are simular ky the mesulis of Fre'-i-:mx
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studies by Wee, Foog and Tse. [3] which stutes the bodh design ad use of MOCS ure both positvely associnted
with L (kmow ledme poquisition . informution distribution, interpretation of information and organizational memory |
in organizadions. However, when compaged, the Use of MCS has nwore influence on QL (knowledge woguisitic,
informaticn diswributioe, Pformation interpremation ) than the Design of MC% on OL {organizstinnal memeryh. A
_!umd IJEHi.tﬂ'l of BICS i needed | bot it is nost EIIIH.I-'5|1 15} juxl: L the rjc:q.ign af MCE o OL can oovor. The use of MOCS
{Usz of MOS) by menhe rs of the organization both Grmally and infoeemally can produce o sigrificant Tmpact on 0L
activities wiilin the wp.n.in‘-lliun. Senior LHIHET R SIS b able o bialmoe the meed o malmige informmition {lows
aml the nead fo Fcilitss OL 10 determine the level of MOS wsape by subordinates, Loveer level mamagers mus
recopnize the Tact that not all relevam informptivn for decision moking can be made availoble theough MICS o thaa
the search For information from various sources s still nesded

£, Managerial implication and conclusion

Management Control System (MOS] 15 an corgoung system moevaluating perfformance and conducling camection
though neaded; allowing saganizations o provide amd conrol excellent sy stems so that afvancement can be camied
wud. An MOS s able o suppor argameational leamimg as o resald of elfective design features. The well design
Featurss may also interactvely influemnce the organizations” strategy . The design and applicetion of MOS ane very
influential in organizationnl activities, In other words, if MCS §5 designed and wsed fo suppom Organizationa]
Leaming (0L, then MOCS must be able o beoomie a sysicm that siengthen decision-making processes, Tacilitates
the effeciunl leaming along with allevines dhe acguisifion of information in order to erganize organizations’
knowledgs

There is a positive nfluence betwezn the Design of MCS end Crganizationsl Leaming. A pood MOS design can
improve O s nbility to oftain information on argenizational memany, Thes the first hvpathesis s sccepted . There is
a positive influence between the Use of MCS and Organizational Leaming. The use of geod MCS can improwe OL's
ability o knowladge acquisidion, indormation distribution, and infonmaton  indergpretabon. Thas the secomsd
hvpothesis is accepied. Use of MOS has mome influence on Organizational Lesming when compared to the Design
of MCS_ This is because design will be more meaningful when wseed and applied. Stmilardy, the MOS design will be
more infloential when wsed and applicd apprgrately,

Besides the Use of MOCS, the Dhexign of MOS must also be considensd, Good design will also produce good e
ton. Por this reason, organizetivns nead o be aware of the imporance of designing MCS appropriately o sappon
the use of MOS o suppon 0L, The scope of acopss o infrmalion acyuisition must be expanded so thal each
member of the erganization can obtain relevant informarion easily. Comgplese and transparest infonmation held by
members of the organization can suppo the smooth memeing of OL becawse oll the informetion needed is available
amid knevwn. The ci'nn'qi.rlg frimes encouTige |:-rg:||'|i:.-'.:|li-:mx Liv comimae o ke ch.u'lgﬁ L4 :HJjue-:l b these :lun.g'ex.
Owgnnientions mus be pore focusad on OL und not conservative through the design and use of MCS . Comtrol and
learming sy stems nsing advimesd techoolegy ore also recommended so ot infermation con be obtained and
managed accurately ond craxdinly .
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