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Abstract

Purpose

The purpose of the thesis is to generate an understanding of the management control system
(MCS) used in diversified privately owned companies within the Swedish welfare sector, by
analyzing how MCSs are used to manage diversified businesses.

Theoretical framework

The theoretical framework for the analysis is based on a combination of Performance
Measurement System (PMS) and Management Control as a package. However, Simons
Levers of control are used to categorize the identified management controls.

Methodology

This study was conducted through a single case study with semi-structured interviews. Four
interviews were conducted with one Regional Director and three Unit Managers, and over
three hundred pages of internal documents were reviewed.

Empirical foundation

The empirical foundation used in this thesis was collected from four employees in the
different levels of management in the case company and over three hundred pages of internal
documents were reviewed.

Findings and conclusion

The findings of this thesis suggest that diversified privately owned companies within the
Swedish welfare sector use a combination of different management control systems to
manage their diversified business. However, the emphasis on individual controls varies at
different levels of the organization.

Keywords: Diversification, privatization, the Swedish welfare sector, management control,
management control system, performance measurement system.
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1 Introduction

This chapter starts with a background description of the Swedish welfare sector, the
characteristics that differentiates it from the private sector, firms within this sector and the
problems private companies face as private producers of welfare services. Additionally,
limitations with this study is presented and the chapter ends with the disposition of the

remaining chapters.

1.1 Background

Until the 1990s, county councils and municipalities (Sveriges Kommuner och Landsting, 2009)
in Sweden were primarily responsible for production of welfare services such as healthcare,
schools, children and elderly care, and other associated social works. After several decades with
increased resources, the welfare sector was forced to reduce costs due to an economic recession,
and at the same time deal with expanding demands in many areas. These demands led to radical
reforms to manage limited resources to meet the increased demands (Sveriges Kommuner och
Landsting, 2009). In the last two decades, efforts to increase effectivity and improve service
deliveries have opened doors for more privately-owned companies to enter the welfare sector
and has led to more competition. Consequently, Sweden has moved from a publicly-owned and
managed welfare sector to becoming a leader for market reforms with extensive privatization
(Adenfelt et al. 2015) and adopting the New Public Management (NPM) concept. The NPM
concept can briefly be described as the desire to control public operations using market
principle, e.g. by achieving efficiency through goal management, competition, requirement
precision, tracking and freedom of choice (Almgqvist, 2006), whereby measurable results are
the most interesting measures (Zaremba, 2013). Therefore, it has become common for
municipalities and county councils to contract or buy some of their welfare services from
private companies (Ekonomifakta, 2018). The Swedish welfare sector is the highest employer

of social workers.



Nevertheless, welfare services are funded by the state, and most of the private companies’
revenues and growth depend on public contracts, thus creating dependency position on private
companies competing within the Swedish welfare sector. Despite their dependency on public
contracts for revenues and growth, the welfare sector has witnessed an increased number of
privately owned companies competing in this sector since the free choice reforms (Angelis,
Glenngard & Jordahl, 2016). In 2016, private companies within the welfare sector accounted
for over 25 percent of the total production of Swedish welfare services and their production is

expected to continue to increase (Sveriges Kommuner och Landsting, 2017).

Moreover, most of the large privately-owned companies within the Swedish welfare sector have
been observed to be highly diversified with multiple business units. For example, Alpha Care
has a broad diversified business portfolio with businesses in areas such as healthcare, elderly
care, support and accommodation for unaccompanied children, support and accommodation for
adults, treatment and rehabilitation centers, psychiatry, health centers and hospitals (Alpha
Care, 2018). Attendo’s business areas includes elderly care, treatment and rehabilitation
centers, functional impairment centers for children and adults, support and accommodation for
unaccompanied children and integration (Attendo, 2018), and Capio is in business areas such

as primary care, specialist rehabilitation care, psychiatry and detoxification care (Capio, 2018).

Previous research in the private sector suggests that diversification may be motivated by the
market-power view, the resource-based view or the agency theory view (Montgomery, 1994).
However, diversification is accompanied by coordination and control constrains (Hoskisson &
Johnson, 1992; Hoskisson & Turk, 1990 in Wiersema & Beck, 2017). Therefore, diversified
companies must adopt appropriate and effective administrative systems including management
control systems (Davilla, 2005). Although the design and utilitization of management control
design in the private sector is well known, little is known about the role of management control
in diversified privately owned companies within the Swedish welfare sector. We conducted
searches using keywords like “diversified firm” or “company in Swedish welfare sector”,
“MCS use in the Swedish welfare” and “MCS in Sweden” on search engines such as Google
scholar, LUBsearch, LUP, Essays.Se, MUEP and as well as on the general Google search, but
found no items concerning diversified privately-owned companies within the Swedish welfare

sector.

The Swedish welfare sector has characteristics that differentiate it from the private sector. In

addition to normal trade laws, companies operating within the welfare sector have legal



constrains that are directly linked to them, to control their working processes, conditions to run
such businesses and certification. For example, companies that operate within Swedish welfare
sector in business areas such as support and accommodation for unaccompanied children,
support and accommodation for adults, treatment and rehabilitation centers, are obligated to
follow the Swedish social law (SOL). SOL demands that directors or unit managers must have
formal education in social work, and managers are personally responsible for the operations
within their unit (Inspektionen for vard och omsorg, 2018). Furthermore, each business unit’s
certification approval depends on the unit manager’s formal education, and their personal
records appropriateness regarding things like criminal convictions, drug abuse and
psychological suitability (Inspektionen for vard och omsorg, 2018). Furthermore, through
framework contracts between the state and service providers, prices are regulated, employees
are demanded to have specific education and continuously update their knowledge to

incorporate new methods and new laws concerning their meetings with clients and work.

Additionally, previous research found that social workers within the Swedish welfare sector are
intrinsically motivated through their work involvement with clients; more specifically, the
feeling that they help their clients and the possibility of self-fulfillment through their work were
some of the significant factors for their job satisfaction and well-being (Lovén & Westerlund,
2008; Jonsson & Werner, 2007 and Engstrom & Karlsson, 2016). This, of course, is not a
company’s primary goal as for-profit companies exist to create shareholders’ value. Therefore,
finding a balance between these tensions or a steering mechanism to align these personal goals,
demands in the framework contracts and company’s goals is a challenge for top managers,
especially in the context of diversified or divisionalized companies as proposed by Grant

(Grant, 2011).

1.2 Problematization

As previously mentioned, private companies accounted for over 25 percent of the total welfare
production in Sweden in 2016, and their production is expected to increase (Sveriges
Kommuner och Landsting, 2017). Additionally, the Swedish welfare sector has various
characteristics that differentiates it from other industries. For example, it is highly regulated by
the Swedish social laws (Inspektionen for vard och omsorg, 2018), revenues are based on public

contracts with price regulations and is dominated by highly diversified companies. Moreover,



unit managers turn to have more personal attachments to their units because of the certification
systems that directly link to operational responsibility to unit managers. And this sector
employs mostly social workers who are intrinsically motivated and more concerned with their
interaction with clients as a factor for job satisfaction (Lovén & Westerlund, 2008; Jonsson &
Werner, 2007 and Engstrom & Karlsson, 2016), rather than on value creation for shareholders
which is essential to for-profit organizations. Therefore, finding an appropriate management

control system (MCS) in such a setting is rather complicated.

Grant suggest that finding an optimal balance between business level initiatives and corporate
level guidance and discipline is a difficult task for diversified companies. Never the less,
propose that in diversified companies, headquarters (HQ) can exercise control over individual
businesses through HQ’s micromanaging business units (input control) and must accept the
outcomes or HQ’s imposes demanding targets on the unit managers (output control), and give
unit managers the freedom to make decisions necessary to achieve those targets (Grant, 2011).
However, as Van der Stede points out, because of information asymmetry in most diversified
companies, top managers commonly rely on budgetary controls and financial results (Van der
Stede, 2001). Yet, in an uncertain environment, such as the Swedish welfare sector, where all
revenues depend on the state contracts with uncertainty about how many clients or patients a
company may get under a specific period, result controls will be ineffective as suggested by
Merchant & Van der Stede (Merchant & Van der Stede 2011). Consequently, outcome control
has some shortcomings as a steering mechanism for diversified privately owned companies

within the Swedish welfare sector.

Previous research, comparing private companies and public companies (state-owned),
summarized by Boyne (2002) in a meta-analysis of a large number of individual studies, found
that public companies were more bureaucratic with higher focus on regulation and more risk
averse. Moreover, managers in state-owned companies were intrinsically motivated and
focused more on welfare than on profitability, with lower level of job involvement. Meanwhile
private companies had a greater task and goal clarity, and the managers were more extrinsically

motivated while focusing highly on payment and profitability (Boyne, 2002).

Furthermore, previous research regarding management control in the Swedish primary care is
one of the areas within the Swedish welfare sector that have been studied with has a quantitative
perspective with a broad scope. Yet, the conclusions about differences in performance related

to the ownership in the Swedish primary care are mixed. Some researchers found differences



in performance between private and public providers, and others did not (Glenngéird & Anell,
2012; Anell, Nylinder & Glenngard, 2012; Glenngérd, 2013). However, to our knowledge,
there is a lack of knowledge or limited research about management control in diversified

privately owned companies within the Swedish welfare sector.

Nevertheless, there are numerous studies within the Swedish welfare related to management
controls. Examples of such are: differences between management controls in public and private-
owned primary care (Runfors & Robertsson Lund, 2017), private companies’ difficulties within
children and juvenile care (Sallnds, 2005), theoretical analysis about profit within welfare
services (Morin & Edmark, 2013), and consequences of competition within Swedish welfare
(Hartman, 2011). Yet, none of these studies have research on how management controls are

used in diversified privately owned companies.

As shown above, privately owned companies within the Swedish welfare have been observed
to be highly diversified, and their numbers and production are expected to increase (Sveriges
Kommuner och Landsting, 2017). Studies have been done regarding management controls as
steering mechanisms in both private and public companies within Swedish welfare sector
(Glenngérd & Anell, 2012; Anell, Nylinder & Glenngérd, 2012; Glenngéard, 2013), and about
MCS use in diversified companies (Grant, 2011). Yet, none of the studies have focused on
diversified privately owned companies in the context of the Swedish welfare sector, a sector
that has numerous characteristics that distinguish it from its private counterpart. Therefore,
there is a knowledge gap, and a call for studies to better understand how these companies are

managed and controlled.

1.3 Research Purpose

The purpose of this thesis is to generate an understanding of the management control used in
diversified privately owned companies within Swedish welfare sector.

This lead to the research question:

How is management control used in diversified privately owned companies within the Swedish

welfare sector?



1.4 Research Limitations

As the purpose of this thesis is to generate an understanding of the management control used in
diversified privately owned companies within Swedish welfare sector. Therefore, the focus is
placed on the use of MCS in these companies. However, diversification is included in the
research question to give the researchers a better understanding of the context since most large

companies within Swedish welfare are highly diversified.

1.5 Disposition

The remaining sections of this thesis is presented as followed:

2 Theoretical 3 4 Empirical . ()
1 BaCkground MethOdOIOgy ; AnalySIS

Chapter 2 theoretical review: consists of a theory section that describes the theories which are
chosen as the framework for this thesis. The theory contains information from scientific articles,

relevant literature and ends with presenting our theoretical framework for analysis.

Chapter 3 methodology: describes the research approach and the design used. Moreover, the
chosen method is described and justified. Additionally, limitations are pointed out and the

efforts taken to avoid them.

Chapter 4 Empirical findings: contains the responses and the results from the chosen case
company. Consisting of the primary data (four interviews), and both internal (intranet), and

external documents (annual reports, website and printed documents).

Chapter 5 Analysis and discussion: analyses the collected data in relation to the theoretical

framework for analysis, and thereafter discusses the results.

Chapter 6 Conclusion: consists of the conclusions of the thesis. The purpose is to answer the
research question through presentation of the main findings. Lastly, part of the chapter presents

this thesis’s limitations, and provides suggestions for future research.



2 Theoretical Review

This theoretical chapter contains a description of management control by starting with
presenting a discussion regarding strategy and management control systems. Furthermore, it
describes the concept of performance management systems. Concluding the chapter with our
theoretical framework for analysis containing six components, cultural and administrative

controls, strategy and planning, measurement, target setting, and evaluation.

2.1 Management Control

2.1.1 Strategy and Management Control

Strategy is how organizations or individuals achieve their goals. The critical actions that make
up a strategy include resource allocation, and strategy implies consistency, integration or
cohesiveness of decision and actions (Grant, 2011). Another definition of strategy according to
Neely, Gregory & Platts (1995) is the plan for reaching a company’s goal by satisfying their

customers more efficient and effective than their competitors.

Simons (1994) suggests that managers use various formal control tools to implement strategies
and align individual actions with the overall organizational strategy. However, Bedford, Malmi
& Sandelin (2016) argue that the chosen business strategy and the different strategic contexts
of an organization can affect the effectiveness of any management controls used. Moreover, the
interdependency between management controls and their particular implementation depends on
the strategic context of the company. Therefore, the contextual factors determine the
effectiveness of management controls, and the controls depend on both the company’s strategy

and on the aptness of the controls themselves (Bedford, Malmi & Sandelin, 2016).

Furthermore, management controls are necessary to guard against the possibilities that people
will do something that is undesirable to the company (Malmi & Brown, 2008). Therefore,
management controls include all the devices and systems managers use to ensure that

employees’ decisions and behaviors are consistent with the organization's strategies and



objectives (e.g. formal or informal controls). According to Hopper, Northcott & Scapens
(2007), formal controls includes performance evaluations and budgeting, whereas informal

controls includes shared values, culture, norms, and self-controls.

Moreover, Simons (1994) suggests that top managers use management control systems to
formalize beliefs, define and measure performance, as well as motivate discussion regarding
strategic uncertainties. According to Simons, depending on how management control systems
are designed and used, they can be classified into four categories; beliefs systems, boundary

systems, diagnostic control systems and interactive control systems. (see Figure 1).

Firstly, belief system is a formal system that it is created and communicated (for example, a
mission statement). This system is helpful for management to define and reinforce the values,
purpose as well as direction for the company. From this follows that core value will affect the
belief systems. Secondly, the boundary system is established by the codes of business conduct,
strategic planning as well as operating directions. Top management use this system to explicitly
set up limitations and rules that each employee must respect. The implementation of risk
measurements that employees need to adhere to, can be a part of the design of boundary
systems. Thirdly, the diagnostic control system is a formal feedback system used to monitor
companies’ performance using selected variables and fix deviations. As a result, the means by
which such performance variables are monitored are important for the design of this system.
Fourthly, the interactive control system is focused on strategic uncertainties, and can be
described as the formal information systems used by managers to involve themselves in the

decision activities of employees (Simons, 1994).
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From strategic management perspective, corporate diversification means that companies enter
into a new market or industry that it does not operate at present and produce a new product for
that new market at the same time. For instance, a company can expand into new business
activities through mergers and acquisitions (M&A), internal business development or strategic
partnerships (Nufmann, 2018). Diversification can be divided into the categories of related and
unrelated diversification (Van der Stede, 2001). Related diversification is pursued by
companies to exploit operational interrelationships between business units (i.e. operational
synergies). However, unrelated diversification is based upon financial connections between
business and internalizing capital markets transactions are producing the benefits (Hill &

Hoskisson, 1987).

Previous research suggests that diversification may be motivated by the market-power view
(Montgomery, 1994), i.e. companies diversify to gain advantages of reduced competition.
Moreover, diversification enables a reduction in the uncertainty of future earnings and the
possibility of financial distress (i.e., bankruptcy risk). Additionally, the resource-based view

suggests that the drivers of diversification are excess capacity in resources and capabilities; as



they are transferable across different industries, companies thus attempt to direct this excess
capacity to other sectors, as well as in order to generate company-internal synergies (e.g.,
economies of scope) (Montgomery, 1994). Additionally, the agency theory view argues that
there is an inherent conflict of interest between managers (agents) and company’s shareholders
(principals), and diversification is thus seen as managers’ attempting to enforce their own

personal interests against the company’s shareholders.

According to Van der Stede (2001), corporate diversification and business unit strategy affect
the types of management control and incentive systems. It has shown that the design of
incentive systems seems to vary primarily with the degree of corporate diversification;
although, the design of the budgetary control system seems to be harmonized with business unit
strategy. However, if a business portfolio become more diverse and complex, the costs
associated with the implementation of more internal control and coordination mechanisms

increases (Hoskisson & Johnson, 1992; Hoskisson & Turk, 1990 in Wiersema & Beck, 2017).

2.1.2 Management Control System

Malmi & Brown (2008) suggest that different controls tools are working together as a package
to support each other, and together make up a company’s management control system. The
efficiency of the overarching management control system mainly depends on how well the
individual management controls are able to function as a whole, or stated differently, how well
each individual component is able to support the others. According to Malmi & Brown (2008),
the management control system consists of five types of controls (see Figure 2). The first control
is cultural controls that includes values, beliefs and social norms which influence employees'
behavior. The second control is planning which is an ex ante form of control. This control
contains three sub-steps: 1. to build up the organizational goals to guide employees' effort and
behavior; 2. to achieve the organizational goals by providing standards which are related to the
goals; 3. to aim for congruence in terms of aligning organizational goals with control activities
in the organization. The third control is cybernetic controls, which includes budgets, financial
measures, non-financial measures as well as hybrids that contain both financial and non-
financial measures. Reward and compensation is the fourth control, which purpose is to
motivate and increase the individuals and groups' performances in the organizations. The last

control is administrative controls, that is used to direct employees’ behavior through organizing

10



of individuals and groups; to monitor behavior to make employees accountable to their behavior

(Malmi & Brown, 2008).

Cultural controls

Clans Values Symbols
Planning Cybernetic controls
Reward and
Long Financial Non financial Hybrid compensation
range Action | g,,ggets | Measurement | measurement . measurement
planning : Planning systems systems systems

Administrative controls

Governance structure Organisation structure Policies and procedures

Figure 2. Management control systems package

Source: Malmi & Brown (2008)

2.2  Measuring Performance

2.2.1 Performance Measurement

According to Ferreira & Otley (2009), issues within management control systems and
performance measurement are normally complicated and linked with each other. Performance
management starts with purposes (Ferreira & Otley, 2009) and objectives, and it can be defined
as the process of quantifying the efficiency and effectiveness of action (Neely, Gregory &
Platts, 1995). Performance measurement is crucial for the management of any organization, but
will not have any operational or effeciency impact unless action is taken when there is deviation
from a performance measurement variable (Hopper, Northcott & Scapens, 2007). Performance
measurement is powerful; thus, the optimal measurement should match the business strategy
and be consistent with the organization's culture (Neely, Gregory & Platts, 1995). According to

Stefano & Luca (2010), measuring performances is not only important to achieve successful

11



corporate management procedure, but also is crucial for implementation of managerial practices

and human resource evaluation.

2.2.2  Performance Measurement System

The concept of performance measurement system (PMS) according to Ferrira & Otley (2009),
includes both formal and informal mechanisms, processes and systems utilized by managers to
convey the key objectives and goals of an organization, throughout that organization (see Figure
3). The PMS acts as the link between strategic planning and operational control. According to
Neely, Gregory & Platts (1995), a performance measurement system can be defined as the set
of metrics used to quantify efficiency and effectiveness of actions. According to Hopper,
Northcott & Scapens (2007), from the shareholder’s perspective, performance measurements
should be linked to corporate strategy and include external and internal measures, financial and
non-financial measures. Moreover, from the shareholder’s perspective, performance
measurements represent the measuring and rewarding activities that creates shareholders’
value. Thus, the metrics of performance used to monitor corporate strategy will measure both
financially and non-financially, whereas a single financial dimension of performance will be

used for shareholders’ approach (Hopper, Northcott & Scapens, 2007).
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Source: Ferreira & Otley (2009, p.268)
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2.3 Theoretical Framework for Analysis

The purpose of this thesis is to generate an understanding of the management control used in
diversified privately owned companies within the Swedish welfare sector. However, since the
Swedish welfare sector has characteristics that differentiate it from the private sector and there
is limited research on this topic, there is the need to take a broader or an explorative perspective
to gain a better understanding. Consequently, this thesis considers the contextual factors that
may affect the use of MCS rather than focusing solely on MCS use. Hence, we are of the view
that providing a theoretical framework for analysis comprising both the assessment steps and

the contextual factors, is the most suitable approach.

To investigate the aforementioned enquiry, we selected Performance Measurement Systems by
Ferreira & Otley (2009) and Management Controls Systems by Malmi & Brown (2008), as the
logical starting point to construct our theoretical framework. This is due to that these theoretical
frameworks together cover what we believe to be practically all conceivable aspects of MCS,
and that they have been used extensively in numerous previous studies. Never the less, both of
these frameworks still have some limitations to that make them in their original form somewhat
blunt to use for our specific context, the Swedish private health sector. Therefore, parts were

picked from both frameworks and combined to complement each other for a better fit.

Ferreira & Otley (2009) provides an all-encompassing theoretical framework to analyse the
performance of organization’s management control system. This framework has itself been
developed from other authors and is kind of a meta-theoretical structure. We believe,
however, that Ferreira & Otley’s framework is too broad to be applied to our focused analytic
scope. Therefore, we have selected the four components (1) strategy and plans, (2)
measurements, (3) targets and (4) evaluations, from Ferreira & Oatley (2009) as we believe
that these factors are sufficient to yield conclusions to the particular themes we wish to
investigate. We believe these components from Ferreira & Otley (2009) are particularly apt to
for our framework because we believe the model provides a comprehensive structural basis to
analyse the organization’s management control system. As the model can be applied to both
for-profit and not-for-profit companies, the framework acts as a solid foundation for our

analysis of a diversified privately-owned company in the Swedish welfare sector.
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Malmi & Brown (2008) looks at management control systems from a different angle, one
which is cantered around five groups: planning, cybernetic, reward and compensation,
administrative and cultural controls. Compared to Ferreira & Otley, this typology is in many
ways more abstract as it focuses more on the culture and administrative that managers foment
in order to direct employee behaviour. Malmi & Brown (2008), too, attempts at providing
something of a catch-all theoretical framework drawn together based on several decades of
prior research. Out of these groups, we believe (1) cultural controls and (2) administrative
controls have the most potential significance to our study, as Malmi & Brown (2008) defines
cultural controls as “the values, beliefs and social norms which are established influence
employees behaviour” (Malmi & Brown, 2008: p. 292), and administrative controls as a
three-pronged group, defined as “those that direct employee behaviour through the organizing
of individuals (organisation design and structure), the monitoring of behaviour and who
employees are made accountable to for their behaviour (governance); and through the process
of specifying how tasks or behaviours are to be performed or not performed (policies and

procedures)” (Malmi & Brown, 2008: p. 292).

We select cultural controls and administrative controls as underlying conditions to create our
analytical framework because we believe that these two groups from Malmi & Brown (2008)
complement Ferreira & Otley (2009) will help to generate a good understanding of our
research question. We believe creating our own wide-ranging theoretical framework,
including both concrete oriented controls taken from Ferreira & Otley and more abstract,
culturally oriented controls from Malmi & Brown will help to fulfil the research purpose.
These components from both models, we believe are sufficient to show how diversified
privately-owned companies within the Swedish welfare sector utilize management controls

and to which success, according to managers themselves.

For a graphic depiction of our collected theory, please refer to Figure 4. The two big arrows
surrounding the building blocks of the framework illustrates the continual loop of MCS use,

and the small arrows represents the inter-connection or relatedness of the building blocks.

2.3.1 Cultural Controls

According to Malmi & Brown (2008), organizational culture is the set of values, beliefs and
social norms that is shared by its members and in turn influence their thoughts and actions.

Furthermore, Malmi & Brown (2008), argues that culture may exist as a context for an
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organization and may at times beyond the control of managers, yet culture is considered as a
control when it is used to regulate behavior. Moreover, Malmi & Brown also suggest that
cultural control include three aspects: value-based controls, symbol-based controls, and clan
controls. Values can be a strong tool used by managers through statement of values steer
employee to behave in accordance with the values of the company, deliberately recruit only
individuals that matches certain criteria, or through socialization personal values are changed
to match the company’s values (Malmi & Brown, 2008). O’Reilly’s (2000) argues that a strong
culture is important for employees’ commitment to organizational objectives and success. Once
a strategy is recognized, for instance, cost leadership, product or service differentiation, it
dictates the set of critical objectives that must be accomplished through coordination and
management of people, structure and culture (O’Reilly, 2000). Accordingly, if a company’s
strategy is to compete through product or service differentiation, the management team must
put into place norms and social controls that promote innovation, in order to foment a culture
that reflects high product quality and service. On the other hand, if a company decides to
compete with a low-cost strategy, they will emphasize on strict cost control, a functional

organizational structure and a culture that emphasizes on numbers (O’Reilly, 2000).

2.3.2 Administrative Controls

Administrative controls are made up of organization structure, governance structure, policies
and procedures (Malmi & Brown, 2008). “Administrative control systems direct employee
behavior through the organizing of individuals and groups, the monitoring of behavior and who
you make employees accountable to for their behavior, and the process of specifying how tasks
or behaviors are to be performed or not performed” (Malmi & Brown, 2008, p. 293). According
to Malmi & Brown (2008), organizational structure is considered a form of control that works
through functional specialization because it contributes to control through reduction of
inconsistencies of behaviors and lead to increased predictability. Furthermore, (Malmi &
Brown, 2008) suggests that governance includes the formal line authority and accountability,
as well as all systems that are implemented to make sure that various functions representatives
meet to coordinate their activities. Moreover, (Malmi & Brown, 2008) argues that policies and
procedures is the bureaucratic approach to specify the processes and behavior within a
company, through action controls. For example, behavior constrains, pre-action review and
accountability. According to Grant (2011), creating a capable organizational structure is

important in diversified companies due to the coordination intensity of such companies. Related
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products or services can be grouped together so that it will enable individuals who work on the
same product to work closely (Grant, 2011). Some motivational factors for organizational units
are including to gain economies of scale, resource utilization and possibility for standardized
control systems (Grant, 2011). Both Van der Stede (2001) and Grant (2011) suggest that
because of information asymmetry that exist in most diversified companies, top managers

commonly rely on budgetary controls and financial results.

2.3.3 Strategy and Plans

To get the benefits of the performance management system in an organization, the PMS requires
to support and align the overall strategy of the organization. Therefore, to understand and
analyze the potential differences in different organizations the researchers need to understand
the organization’s underlying strategy (Franco-Santos, Lucianetti & Bourne, 2012). Malmi &
Brown (2008), suggests that managers use different management control tools to align
employees’ behavior and actions to achieve the intended strategy and plans of the organization.
Through strategy clarification, a company can identify its success factors, and PMS can act as
a strategy communication device (Kraus & Lind, 2010). When organizations get more complex
to manage the more diverse it becomes, and hence requires more internal controls and
coordination mechanisms. (Wiersema and Beck, 2017). One of the most common planning
tools for diversified, divisionalized or multi-unit companies is the budget, which is part of the
cybernetic controls in Malmi & Brown (2018). Planning controls are divided into long-range-
and action planning, and they set out goals as well as directing effort and behavior. The long-
term plans relate to the implementing of strategy and realization of the organizations' vision,
while action plans are short-term and focuses on tactics. Planning in many organizations are
associated with budgeting, which often is the main management control tool for planning. But,
planning can also be done without financials (Malmi & Brown, 2008), and the budgets will help
to put numbers on the strategic and operational planning. Moreover, Grant (2011) suggests that
in large and mature companies, strategic planning process becomes systematized and turn to
follow an annual cycle with both top-down initiatives (indications of performance expectations
and identification of key strategic initiatives) and bottom-up business plans (proposed strategies

and financial forecasts for individual divisions and business unites).

2.3.4 Measurement
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Key performance measurements are used for assessment of an organization’s success in
achieving its objectives, strategies and plans (Ferreira & Otley, 2009), and performance
measures depend on which strategy company choose. Therefore, measures should be directly
linked to the strategy and plans of the organization, included in the strategic implementation
process, and align operations with the organization’s strategy (Ferreira & Otley, 2009). Yet,
many companies fail to identify the correct measures for their strategy and fail to link the
measures to the intended strategy (Ittner & Larcker, 2003). Measures can be either objective or
subjective, or a mix of both. However, subjective measures have received some criticism
because there is too much room for bias. Yet, both objective and subjective measures have
limitations. However, Hopper, Northcott & Scapens (2007) argues that companies that are
measurement managed outperform those companies that are not measurement managed.
Furthermore, Hopper, Northcott & Scapens (2007) suggests that companies should use both
external and internal measures, financial and non-financial measures, and make trade-offs
between various measures clearly visible. Malmi & Brown (2008) in their management control
system as a package divide the measures into financial, non-financial and hybrid measures
under the cybernetic controls. According to Ittner and Larcker (2003), focusing on non-financial
measures can better show the true value of a company. Yet, it’s challenging task to develop
non-financial measures which are aspects that are difficult to measure objectively; e.g. quality,
service, flexibility (Hopper, Northcott & Scapens, 2007). Nevertheless, non-financial measures
are easily manipulated just as financial measures (Ittner & Larcker, 2003). Additionally, Kraus
& Lind (2010) suggests that top managers do not believe that non-financial measures are

trustworthy at a corporate level.

According to (Ferreira & Otley, 2009), what is measured turn to overshadow what is not
measured. Therefore, number of measures are significant factors to consider because increased
number of measures reduce the importance of each measure (Ferreira & Otley, 2009). It is rather
difficult to find appropriate performance indicators in diversified privately owned companies
within the welfare sector because of laws and the high demands from contractors that demand

measures that are more subjectively measured.

2.3.5 Setting Targets

Performance measurement system combines different sets of measures to evaluate how well
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an organization meet its targets (Franco-Santos, Lucianetti & Bourne, 2012). According to
Malmi & Brown (2008), planning controls clarify standards and levels of effort, and cybernetic
controls assist in linking behavior to targets. Additionally, (Hopper, Northcott & Scapens,
2007) suggests that managers’ behavior usually change when performance measurements are
used openly, and targets are linked to rewards. Therefore, target setting is an important aspect
of managing performance (Ferreira & Otley, 2009). Yet, the process of setting targets usually
contains tensions between what is desired and what is achievable (Franco-Santos, Lucianetti &

Bourne, 2012). Therefore, setting appropriate targets is rather difficult.

According to (Ferreira & Otley, 2009), difficult target levels have been proven to have positive
effects on group performance and they are desirable if targets are 80 to 90 percent achievable.
However, extensive difficult targets may be less desirable when cooperation between units are
needed because management may become less willing to compromise (Ferreira & Otley, 2009).
Furthermore, Ittner & Larcker (2003) argue that a common mistake for non-financial measures
is to set inappropriate performance targets, for example setting targets that may yield short-term
financial profits rather than focusing on long-term profits. Moreover, (Ferreira & Otley, 2009)
pointed out that the use of benchmarking, mostly to external parties, have appeared to provide
legitimacy for targets. For example, it has been shown in the health sector where benchmarking

is frequently used (Ferreira & Otley, 2009).

2.3.6 Evaluation

Marginson (2002) suggests that organizations are increasingly dependent on middle-level
managers and subordinate employees to survive and therefore top-level management is seeking
to control this dependency through management control systems. Therefore, the demand for
performance measures is a common aspect of organizational life due to the increased pressure
to deliver value (Welsh & Ordofiez, 2014). According to Northcott & Scapens (2007),
performance measures need to be part of a feedback system to be effective. Consequently,
performance measurement systems are also used to evaluate performance (Franco-Santos,
Lucianetti & Bourne, 2012). Performance assessment is essential to control activities and
routines. The level of trust between the parties involved plays a major role because
subordinates’ perceptions of the situation can be more important than the formal situation

(Ferreira & Otley, 2009). Moreover, the evaluation should not be limited to financial because
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the key benefits lays in understanding the interplay between financial and non-financial

indicators (Hopper, Northcott & Scapens, 2007).

Rewards or penalties are basically the outcomes of performance evaluation. Rewards may be
expressions from senior managers, through promotions or financially. Furthermore, rewards
can be based on individual- or groups performances (Ferreira & Otley, 2009). It is crucial to
carefully choose a reward system that will bring out the desired outcomes. The main questions
to ask is if a reward system is needed, and how do employees in the company motivated (e.g.
intrinsically or extrinsically). According to (Ryan & Deci, 2000), employees that are
intrinsically motivated are more suitably rewarded with non-financial incentives since they see
an inherent value as the task. Contrarywise, employees with extrinsic motivation should have

financial rewards because they have an external drive for performing.

Kerr (1995) identifies one shortcoming that can occur in an organizations’ evaluation systems,
whereby the organization reward for one behavior even though they hope profoundly for
another behavior. Moreover, managers usually use financial measures to base both their
evaluation and rewards (Kraus & Lind, 2010), which of course may motivate employees to do
just what is needed to get the reward and therefore exclude and crowd out activities that not are
rewarding (Kerr, 1995). Furthermore, Ittner and Larcker (2003) suggests that managers instead
of focusing on non-financial measures, selected and manipulated measures that made them look

good and that could affect their bonuses.
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3 Methodology

This chapter presents a detailed description of the research approach, design, data collection
and analysis of the study, the motives and limitations with the method. Moreover, presentation
of the study designed as a single case study, which means that the work based on interviews
and documents from the one chosen company. Finally, the research criteria of the study are

presented.

3.1 Research Approach

The purpose of this thesis is to generate a better understanding of the use of management control
systems in private diversified companies within the Swedish welfare sector. The sector is
characterized by price constrains, knowledge demands and legal constraints that differentiate
this sector from the private sector. Moreover, studies in this area is rather limited. Therefore, to
generate deeper knowledge and better understanding of this sector, a qualitative approach
through a case study research design was chosen since we evaluated this approach to be the
most suitable method to fulfil the purpose of this thesis. According to Bryman & Bell (2015) a
qualitative approach is a more appropriate strategy for generating an in-depth understand of a
situation or to get a deeper insight in a research area. Additionally, due to the textual nature of
the collected data and evaluation, the research design can be classified as a qualitative approach

as suggested by (Bryman & Bell, 2015).

Furthermore, Bryman & Bell (2015), argues that taking an inductive or a deductive approach
are the two main reasoning methods. It is the nature relationship between theory and research,
whether theory guides research (deductive) or whether theory is the result of a research
(inductive). Bryman & Bell (2015) argues that an inductive method is used to make a deeper
analysis of single case studies, by starting in specific observations of reality and moving to
generalizations within a theoretical framework. Moreover, Bryman & Bell (2015) suggests that
an inductive method is often used in combination with a qualitative research strategy although

not in all cases.
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This thesis has followed largely a deductive approach since theories have been used to identify
themes for data collection and analysis. However, empirics drown from the case where collect
through a semi-structured interview to guide and enable explorative flexibility in data
collection. Therefore, this thesis can’t be classified strictly under any of the two approaches

since inductive and deductive approach are two ends of the spectrum.

The question of this thesis is focused on how and why management control systems are used in
diversified privately owned companies within Swedish welfare sector. According to (Yin,
2017), how and why questions are more explanatory of nature and are likely to lead to the use
of case studies as the preferred research method. The reason is because how and why questions
deal with operational links rather than frequencies and incidences. Therefore, a case study was

preferred.

3.2 Research Design

3.2.1 Case Study

A case study was selected as research strategy to be able to understand the actual reality of the
specific case company. According to Bryman & Bell (2015), there are different ways to conduct
qualitative studies, but a case study approach was regarded as the most suitable approach. The
choice of a case study was based on (Yin, 2017)’s suggestion that a case study enables the
researcher in capturing the holistic and meaningful real-life characteristics of organizational
and managerial processes. Which is in line with the aim of this thesis to gain in-dept knowledge
of the use of management control in diversified privately owned companies within the Swedish
welfare sector. Furthermore, Yin (2017) suggests that case study strategy is appropriate when
a descriptive research question is used, and where the case serves as a revelatory purpose” (Yin,
2017). Therefore, the case study method is considered more appropriate in the context of this

thesis to provide rich information and serve a revelatory purpose.

3.2.2 Case Selection

22



A purposive sampling was applied which is a non-probability type of sampling (Bryman &
Bell, 2015). The purposive sampling was chosen because of the nature of the research question

that dictated on the category to be sampled (Bryman & Bell, 2015).

The case company was selected based on its size, its level of diversification and type of
ownership. Although the company has operations and business units all over Sweden, we
choose to focus on units in the southern region due to accessibility to their business locals and
offices. The chosen business units had to be distinct to enable cross comparation of use of
management controls. Although the selection is narrowed down to one case company, we
believe that the case company represent a typical company within this sector and could provide
the needed data to fulfil the purpose of this thesis. However, the narrowed sampling indicates

the need for more extensive studies in the future.

Moreover, when choosing an appropriate diversified privately-owned company within the
Swedish welfare sector, we began by searching on internet about potential companies. When
found, we also check on their scope of diversification to ensure that the company meets our
criteria. Choosing a diversified privately-owned company with many employees per business
area increased the possibility to interview more employees from different levels of the
company. The possibility to interview employees from different levels of the company
increased the possibilities to get broad view of the phenomenon, thereby enabling the analysis
to go deeper into details. Additional criterion was that the chosen case company should be
diversified with at least two or more distinct business areas. Although all stakeholders are

important, we focused on the internal MCS and thus, avoided the external focus.

3.2.3 Company Description

Due to the case company’s policies for non-disclosure to external parties and the request of
some interviewees for anonymity, they were granted anonymity. Therefore, their names are not
mentioned in this thesis. Their names are supplemented with their positions in the company and
prefix A, B and C when dealing with interviewees of the same positions in the organization. As
previously mentioned, the interviews were conducted with one Regional Director and three
Unit Mangers. Henceforth, they are referred to as Regional director, Manager A, Manager B
and Manager C. Furthermore, to maintain the anonymity we granted the interviewees, the

descriptions of the case company will be rather limited, otherwise it will be possible to identify
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the case company thus, enabling the identification of the interviewees. Therefore, the company

will instead be referred to as Alpha Care.

3.3 Data Collection Method

3.3.1 Primary data

To reach reliable conclusions and thereby fulfilling the purpose of this thesis, extensive amount
of primary data was collected through four face-to-face interviews with Regional Director and
three Unit Mangers as recommended by (Bryman & Bell, 2015). The interviews lasted at an
average of 60 minutes each. Furthermore, Bryman & Bell (2015) argues that a face-to-face
interview has higher value than a telephone interview. Their claim is that when conducting a
face-to-face interview, the research can establish a relationship to the respondent that put them
at ease and therefore gaining more insights. Thus, face-to-face interviews where considered
more appropriate to gain more insight and comprehend the context. The collected primary data
led to an increased level of details that enabled us to target information directly to the real-
related research as suggested by (Yin, 2017). Additionally, a semi-structured interview was
used instead of structured interviews. The choice increased the flexibility and freedom when
asking questions to the respondents, therefore helped to gain a deeper understanding of the use
management control within the case company. Semi-structured interviews are commonly used
for qualitative studies, and semi-structured interviews enables the researchers to be flexible and

intelligent in obtaining information (Bryman & Bell, 2015).

All the interviewed Unit Managers and Regional Director had a profound knowledge about the
management controls used in their company. They have been involved in the design process
and continuously work with the MCS, e.g. emphasizing on Alpha Care’s values, assessing and
communication targets with their workgroups through APT (workplace meetings). However,
where needed we explained the idea of management control that was investigated in this thesis
to the respondents to ensure that their understanding of management control was aligned with
our understanding. The respondents from the case company were chosen directly by us since
we found them as suitable participants. The interviews were started with the regional director
to get a broader perspective and to get an overview of the company, their strategy and the use

of management control. Furthermore, similar interviews were conducted with the three unit
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managers at each of the chosen diversified business units to cross-check the collected data and
broaden our perspective.

These interviewees were contacted through telephone contacts as recommended by one of the
interviewed managers in the case organization. This method gave us access to reliable
respondent within the case company. However, there is a possible risk that the manager who
recommended other managers may influence the result of the interviews. Yet, the
recommendations only validated our initial position of selection interviewees from distinct
units. Therefore, all respondents were the most suitable to interview regarding the use of

management control, thus the selection is considered valid.

Regional director Manager A Manager B Manager C
Interview 1 Interview 2 Interview 3 Interview 4

Because the focus on what to study in this thesis was clear from the beginning, an interview
guide derived from the themes to cover was created to support the semi-structured interviews.
The role of theory has helped us in identifying the themes applied in the semi-structured
interview. For example, the themes in the interview guide were partly derived from Ferreira &
Otley's PMS framework and divided into four main areas; strategy and planning, measurement,
targets setting, and evaluation of performance. Additional themes covered were from Malmi &
Brown (2008); cultural and administrative controls. Furthermore, themes regarding
diversification were added to the interview guide to capture the scope and the intention with
their diversification, and whether any synergies are created through diversification. The
interview guide is presented in appendix A.

The respondents received the interview guide in advance, which enabled them to prepare their
answers and to inform them on how the interview will be conducted. This might have increased
the comfortability of the respondents. Furthermore, the interview guide was primarily in
English, but later translated to Swedish since all respondents were native Swedish speakers.
The reason for the translated version was to enable the respondents to feel comfortable and
answer freely to capture all the details. According to Bryman & Bell (2015) some nuances in
answers may be missed out due to poor communication (Bryman & Bell, 2015). Therefore,
translating the interview guide to Swedish and conducting the interviews in Swedish enabled
us to capture all the details. Each interview began with an open question regarding the company,
the interviewee’s background and their current tasks, as suggested by Bryman & Bell (2015).

This method was used to enable the respondent to provide a broad view of the company and
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their role. Followed by asking the remaining questions in the interview guide. Furthermore, all
interviewees permitted us to record, which made it possible to listen through afterwards and
validating the answers. For the purpose of this thesis, both the interview guide and collected

data are presented in English.

3.3.2 Secondary data

According to (Yin, 2017), multiple source of data is recommended. We collected secondary
data to support our primary data. Secondary data is useful and less time consuming compared
to primary data (Bryman & Bell, 2015). Secondary data was collected from the case company’s
website and their intranet, which further deepened our knowledge about the company in general
and the context in which the MCS is used. Additional data was obtained through internal
documents provided by the chosen interviewees in the case company. We obtained access to
Alpha Care’s intranet where they have hundreds of documents for internal guiding and
communication. For example, we reviewed over three hundred pages of documents including
their organizational- and governance structure, their Balance Scorecard system, employment
procedures, policies, and protocols from previous APT (workplace meetings). Moreover, we
reviewed their public documents on their website (e.g. values, revenues, business lines, scope

of diversification).

3.3.3 Literature review

Access to the literature used in this thesis was gained through searches on search engines such
as LUB Search and Google Scholar, as well as through Google general search engine. To limit
the range of captured literature and focus the relevant articles, keywords such as diversification
in public sector, privatization of Swedish welfare sector, management control, management
accounting, performance measurement etcetera was used. Extensive relevant scientific articles
were found through these search engines and additional articles recommendations from our
supervisor were reviewed. The literature used in this thesis has been carefully selected to align
with the purpose and problem of this thesis. We began the literature review by investigating the
theories of management control, and management control systems. It was followed by the
concept of performance management systems, diversification and the role of management
control in diversified firms. The theoretical review is mapping out general theories in

management control, and the role of management control system in different types of
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diversifications. Therefore, appropriate concepts and theories were essential in the selection for
the further development of the study. The selected theories served as the foundation to create a
theoretical framework that could be used for analyzing the empirical material and findings, and
thereby understand the findings from a theoretical point of view. Which in turn helped to fulfil
the purpose of the thesis.

3.4 Data Analysis

To be able to draw any conclusions from this study, the data collected was presented and
analyzed based on the themes in our interview guide. Additionally, the empirical data collected
from the four interviews where summarized in a table according to the chosen themes. The
summary enabled us to have a clear view of how management control is perceived from the
interviewees’ perspective. Moreover, our theoretical framework for analysis was used to relate
the findings to literature. Our framework of analysis presented in the previous chapter, where
the chosen themes were limited to help refine the characteristics found in diversified privately
owned companies within the Swedish welfare sector. Because the interviews were recorded,
and notes were taken, we had the possibility to go back and forth between the interview material
and the result, creating an iterative process in the analysis. The analysis was done by the both

researchers to ensure that we reach a valid conclusion.

3.5 Validity and Reliability

3.5.1 Reliability

According to Bryman & Bell (2015), reliability is fundamentally concerned with issues of
consistency of measures and refers to whether the results from a study will be the same if it is
repeated or it would probably be influenced by temporal factors. Thus, if a study has been
conducted many times with the same results, it would mean that the study has high reliability.
Yin (2009) points out that the concept of reliability aims to minimize the errors and bias
occurring in doing case study. Since this study is based on interviews, it would be hard to ensure
the high reliability since there might be risks that the interviewers and interviewees have their

own interpretations of factors. However, the interviewers explained to the interviewees
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whenever needed. Furthermore, the interviewers carefully collected information and
documented the work in the process of the case study to enable replicability. This has enabled
us to go through the material several times to understand and present a fair view of the collected

information.

3.5.2  Validity

When constructing the interview guide, the interviewers were consequent and careful attention
were paid to maximize the internal validity of the study. Themes used in the interview guide
where derived from both Ferreira & Otley and Malmi & Brown frameworks, therefore
providing a solid foundation to build on. Additionally, because employees in different
hierarchical levels of the case company were interviewed increased the validity of this study.
This approach ensures higher level of congruence between observations and concepts that
reinforces the research in the interviews (Bryman & Bell, 2015). Moreover, the interview
themes were consistent cross interviews with the Regional Director and Unit Managers.
Additionally, data was collected with an emphasis on specific themes regarding the use of
management control in the company with the aim of not directly targeting the respondents

personal position rather the general perceived used.

In addition, internal validity is about whether researchers' observation and the theoretical ideas
they build up in the case study have a good match (Bryman & Bell 2015). On the other hand,
external validity is concerned with the degree of which findings can be generalized across social
settings (Bryman & Bell 2015). Although this thesis is based on multiple data sources, both
interviews and secondary data, it is limited to a single case. Therefore, limiting the
generalizability of the study. However, the study provides a perspective and a better
understanding of how management control is being used in privately-owned diversified
companies within the Swedish welfare sector. This study also lays a foundation for further

studies on this topic.
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4 Empirical Findings

This chapter is presenting the empirical foundation for the case study. In the process of data
collection, the primary was collected through internal documents, intranet, and four interviews
with one regional director and three unit managers. Moreover, secondary data was collected
from the case company’s website. The chapter starts with background description of the
company, followed by the presentation of data from each of the interviews from the Regional

director to the Unit managers, and ends up with a table that summarizes the main findings.

4.1 Background of Alpha Care

According to the Regional director, Alpha Care is a privately-owned company divided into two
main business divisions. Each of the divisions have various business service areas. For example,
general care includes (elderly care, home assistance, home care or accommodation) and
healthcare includes (health centers, hospitals, special surgery center). Alpha Care has over ten
thousand employees, over four hundred operating business units. The company’s revenues for
2014 was over five billion SEK. Alpha Care is a for-profit organization thus, focuses on profit-
making and value creating to its stakeholders. Alpha Care ’s aims to be the best when choosing
healthcare and care service provider. Alpha Care aims to realize its vision though core value
that are centered around key concepts such as professionalism and care (some parts are omitted
due to anonymity issues). Additionally, Alpha Care's ethical guidelines is used to guide each
employees' daily working life. According to the interviewees, Alpha Care's values are
incorporated in their working processes to create a strong organizational culture, and everyone
who works in the company must follow. In the interviewee's point of view, this can almost be
considered as "brain washing" because the culture is really enrooted, and every employee
knows what Alpha Care expect from them. Alpha Care has multiple layers of governing
structure, and the communication within the company includes both up-down and bottom-up
ways directions in the hierarchy. However, according to the Regional Director; the structure is
to facilitate coordination, otherwise the organization is a very flat organization with few middle

managers and a tight leadership.
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4.2 Regional director
The Regional director is responsible for southern Sweden within division A.

4.2.1 Diversification

According to the Regional director, economic growth is one of the motivation for diversification
at Alpha Care. Alpha Care want to be presented in different business areas because being
present in diverse areas will make Alpha Care more visible and therefore generating more
revenues, reducing the cost of marketing and the cost of pursuing new business contracts as
their main customer is the state. According to the Regional director, Alpha Care in the past
reached their growth targets through acquisition but the strategy today is to grow organically
by increasing its output of service deliveries, improve quality of service delivery and enhance

sales internally.

According to the Regional director, diverse business units are managed and control through
local ownership, whereby unit managers are given autonomy to run their operations and they
are supported centrally with support functions such as finance, human resources and legal
function. The Regional director emphasized that the support functions primary role is to serve
local units and not centralized controls. The Regional director further pointed out that Alpha
Care is a flat organization with minimal middle managers, tight leadership and fast decision
path with well-organized support functions. Alpha Care continues to search for innovative ways
to support and simplify local units” working processes. For example, Alpha care is working on
implementing tag systems and mobile application to simplify salary processing activities.
According to the Regional director, the CEO believe that local managers are more informed
about their businesses and their environments than the headquarters, therefore, they should be
granted more autonomy and instead centralize support functions to serve them. According to
the Regional director, there is what is called Alpha Care’s “SUCCESS” which is there to assure

that every employee within the company is aware of the company’s values and vision.

Moreover, the Regional director revealed that Alpha Care has a five-year business plan, to focus
on organic growth rather than acquisition that has been the dominant growth strategy in the
past. Additionally, Alpha Care has annual plans for the short-term targets. Unit goals are

derived from the organization's five-year plan with a annual growth rate at 10 percent. The
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present growth emphasis is to grow organically through development and improvement of
present business units. The Regional director added that it is sometimes beneficial to slowly
grow organically without need for investments, but sometimes it is cheaper to acquire already
up and running businesses which will lead to financial deficit in the beginning. However,
according to the Regional director, one of the reasons they have continual coaching meetings
and education from external consultants is to improve their knowledge and find new ways of

working.

4.2.2 Measurement

According to the Regional director, Alpha Care has many measures but places more focus on
few measures. E.g. financial, quality, environmental, patients and employees' satisfaction and
quality targets. Targets are set centrally by the board of directors. The overall set targets are
then divided and assigned to each business division. Business divisions in turn divide their
targets and assigned to each region, finally each region split its targets and assign to business
units. The targets are revised by unit managers and approved. The approved targets are then
broken down into executable activities and communicated to all employees within the

concerned business units by local unit managers.

4.2.3 Targets

The target settings are initiated by the board of directors who usually come with proposals on
which level of performance they expect, and the goals are revised and shared among the
divisions and units. The set targets are broken down into activities that will lead to achieving
the set targets and communicated to all employees with the business units through weekly APT
(workplace meetings). As the Regional director stated, although all targets are important, the
easiest to measure and most visible are the financial measures. The challenges here are to set

appropriate targets and measure what is important to the company.

According to the Regional director, for example in employees' satisfaction target for instance,
Alpha Care may set a target to achieve 90 percent employee satisfaction, but this can be tricky
because employees may be satisfied by having high salary and doing less work which will not

contribute to the organizational goal. Therefore, this target is revised to instead reflect the level
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of employee engagement through Alpha Care ambassadors and representatives to drive further

the company’s image and engage employees.

Another important target is the financial targets; every unit is expected to achieve its budgeted
financial targets. Although the overall companywide target is to grow annually with 10 percent,
it might be difficult to expect units to increase their revenues with the expected growth rate
when they have limited space to take in more patients. Rather the focus is placed on improving
service quality delivery and therefore, improve revenues by increasing price of service delivery

or deliver new services.

Environmental goals: for example, may be set to reduce the general level of emissions in daily
operations. This target may imply that workers use public transports, reduce their level of
driving and procuring environmental friendly cars, implement days of consuming vegetarian
food across units. For this target to be achieved, the company must centrally provide help in
archiving them locally in the business units. For example, budget for new environmental

friendly cars, otherwise it won’t be possible for the local units to leave up to the targets.

4.2.4 Evaluation

According to the Regional director, performance evaluation is a continuous process. All
business plans and targets are registered in a general management control system called
Stratsys. This system enables each user to access their level and area of responsibility. Which
gives both an overview and in-depth level of target fulfilment. The accountability is reminded
by the system on the set dateline for goal fulfillment and closure of activities. Some
performance measures are done monthly while some are quarterly depending on the
importance. For example, financial performances are communicated monthly by matching the
outcomes with the budgeted targets in Stratsys. Deviations are discussed with employees at
different levels of the company and followed up through meetings. Other measures such as
compliance are performed by an external consultant and internal audits. Some measures are
done through benchmarking index (e.g. employee survey, customer satisfaction, etc.) and most
are internally set. According to the Regional director, Alpha Care focuses on both financial and
non-financial measures and has no rewards or bonuses for achieved goals; however, if a
business unit deviates significantly from its targets, an action plan is put in place to help unit

managers in achieving their targets.
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4.3 Manager A

Manager A is responsible for multiple business units within the care division

4.3.1 Diversification

According to Manager A, most new business ideas in Alpha Care are market or customer
driven; therefore, ideas are usually initiated locally when the needs arise. However, those new
ideas must be approved by the higher hierarchy in the company. In certain circumstances, if the
investment exceeds the next manager’s mandated level of investment frame, the idea will be
passed on to the management team. The reason behind the delegation is to analyze the
investment cost, including whether the business idea is feasible, and the service demands are
high enough to generate profit that will contribute to the corporate goals. Furthermore, the unit
manager pointed out that some business ideas that are locally initiated do not have enough
demands, thus are instead transferred to be managed centrally to serve the entire region or

country.

As Manager A disclosed, diversification strategy is motivated by the market demands and the
wish to improve revenues. He pointed out that his business units are business lines with high
external uncertainty with demands for flexibility and resources to be able to reap the benefits
from arising new market demands through utilization of existing resources from related
business lines. However, with much uncertainty, Alpha Care focuses on quality and
differentiated businesses to maintains Alpha Care’s brand and customer loyalty. If Alpha Care
continues to deliver quality service, there will always be more demands. However, one must

think about what the market needs and what can be offered (Manager A).

Alpha Care ’s management control system is built up based upon Swedish laws, regulations
and company’s internal rules. Manager A emphasized that plans and budgets in the company
are determined by the headquarters and followed by each region and unit. However, Alpha Care
has also given more autonomy to local units in their operational decision making. Therefore,
each unit manager has the right to determine how their units should be managed to reach targets.
According to the interviewee, supporting functions in Alpha Care are placed to serve business

managers and not the other way around. Each unit manager has a mandate to purchase or invest
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for a given amount. If the value is higher than his or her mandate amount, the decision must be

taken higher up in the organization's hierarchy.

4.3.2 Measurement

According Manager A, Alpha Care’s strategies and business plans are registered and followed
up in "Stratsys", which is a control system with multiple KPIs. The interviewee described that
plans at the unit level are revised every month at APT meetings with employees. However,
some goals are communicated periodically through " the year wheel", which is made up of key
themes to be followed under the year, the company chooses key themes that are placed
centrally. Each activity can be adjusted locally when needs arises. Based on the information
provided by the unit manager, Alpha Care’s key goals are set centrally and then broken down

into small sub-goals.

According to Manager A, some key performance measurements that are used at Alpha Care are
financial measures, employee satisfaction survey, leadership index, number of sick leaves
categorized by sex and age, patient satisfaction index, change after treatment results etc. These
KPIs are registered in the main control system "Stratsys", which are then communicated and
discussed in the entire organization through meetings. Strategy communication starts from the
Board of Directors and follow by the management team which is made up of two Business area
Managers, three Regional Managers, then to unit Managers. Finally, the strategy
communication is passed to the ordinary employees by each business unit manager. According
to Manager A, Alpha Care hold several meetings per year in each level of company's hierarchy.
In general, Board of directors have meetings every two months (four times per year). Regional
Management team have meetings four times each year. APT (workplace meetings) are once a
month and even weekly when needed. Goals are not changed under the year, rather the ideas
behind the goal measurements is to constantly improve goal achievement by aiming for the

best.

4.3.3 Targets

In Alpha Care, setting up goals within existing business is easier to set numbers, but when it

comes to growing or changing business lines, it becomes difficult because it is driven by market
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and customer needs. Which means that services you can deliver, and development are to some
extent based on the industry. In this case, most measures are more subjective than objective
(Manager A). Some goals are set centrally but budget starts locally at business units and then
adjusted centrally to match the common organizational goals. For example, Alpha Care aims to
grow by 10 percent annually, however, it is still depending on business managers who can make
sure to contribute to their share of growth goals. A business for instance can easily grow by 10
percent through acquisitions, however, it must be approved by the board, which means that
main responsibility for that part must be at the management level to ensure that the goals are
met. “I rather focus on improving service quality and guarantee a better life for my clients than
focusing on cost cutting that will suffer my clients” (Manager A). Moreover, achieved goals are
however not directly visible due to many acquisitions and large investments that are charged to
all earnings, and are calculated differently depending on whether achieved target belongs to

local units or at company level (Manager A).

4.3.4 Evaluation

As Manager A disclosed, some evaluations at Alpha Care are performed by external consultants
or through benchmarking index (employee survey, customer satisfaction, etc.). Additionally,
some evaluations are conducted through internal audits. Alpha Care focus on both financial and
non-financial measurements but has no rewards or bonuses for achieved goals. However, if a
business deviates significantly from meeting its goals, an action plan is drawn up where the unit

manager signs to act or ask for help to achieve the assigned goals.

4.4 Manager B

Manager B is a unit manager responsible for multiple business units within the care division.

4.4.1 Diversification
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According to Manager B, Alpha Care has autonomous local units, where operational decision
making depend on local managers with centralized support functions at the headquarters. Each
business unit manager decides on how their unit should be managed to achieve their set goals.

However, manager’s actions are coordinated through internal rules and mandates.

Additionally, Manager B emphasizes that Alpha Care aims to provide a complete range of
services within the healthcare and care sector, which can be considered as one of the motivation
in having diverse businesses within healthcare and care industry. Moreover, Manager B
highlights that Alpha Care aims to be present in different business areas, and when market
demands arise, Alpha Care starts up new business areas to explore these advantages especially
as they are related to current businesses. Instead of constantly starting new business units to
have a complete range of services in healthcare and care, Alpha Care acquires some strategic
already up and running businesses as well. However, the strategy now is to grow organically

not through acquisitions as it was in the past.

According to Manager B, business units get clear targets from the headquarters and they in turn
break them down into activities that reflect their business unit. Unit managers make sure that
the targets are communicated to employees on how to work and why they should work in a
specific way. The targets are registered in a system Stratsys and every target is followed closely.
If any manager misses to register their level of goal achievements and plans on how to achieve
targets, they are remined through the system and in some cases by the headquarters. The system
is built in a way that each unit is assigned their targets that contributes to the general targets as

set by the board of directors.

4.4.2 Measurement

According to Manager B, some key performance measurements that are used at Alpha Care are
financial, employee satisfaction, environmental and patient’s satisfaction among others.
However, each business chooses every year their focused areas and make plans for following

up. KPIs are registered in the main control system “Stratsys” and communicated with
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employees through APT (workplace meetings). Goals are not changed under the year, rather

performances are constantly improved to achievement goal.

4.4.3 Targets

Most targets are set from the headquarters and are based on the company’s expansion targets.
However, targets are not always met at the unit level, but units continuously work to achieve

set targets.

4.4.4 Evaluation

Performance measures are registered and followed up in Stratsys. Some performances are
followed up monthly, while some are quarterly or even annually. Most targets are set directly
from the headquarters and they reflect the overall organizational targets. At the business unit
level, deviations are handled by making correction plans. However, Alpha Care doesn’t have a

reward system for targets achievement.

4.5 Manager C

Manager C is a unit manager responsible for multiple business units.

4.5.1 Duiversification

According to Manager C, the motivation for high diversification within the company is the aim
to be able to provide a complete service package of services. Furthermore, Manager C
elaborates on the advantages for the customer and opportunities for the company to be able to
provide a complete services package to meet the customer’s total needs. For example, one
advantage for the customer is having one single trusted service provider who deliver quality

and complete service package.

“Whatever their needs may be, they only need to call us, and we find solutions that best suit the

individual patient/client” (Manager C, 2018-05-14).
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Furthermore, Manager C highlights that advantages for Alpha Care providing a full range of
services are for example, sales enhancement, scale economies. Moreover, it improves
communication between units since services must be coordinates through meetings between
unit managers to offer individualized solutions. Additionally, Manager C informed that their
strategies and targets are communicated through various channels. For example, through article
on the company’s intranet, through workshops, APT (workplace meetings) and through internal
documents. Furthermore, all the strategies are broken down and are well documented in each
unit’s year plans to ensure that the strategies and goals are reflected in employee’s daily
activities. However, Manager C emphasized that although managers are given autonomy in
their operations, they have a given boundaries to work within to contribute to the general
organizational goals. “We can’t do whatever we like simply because we have autonomy, we
have limits to act within “(Manager C, 2018-05-14). Furthermore, (Manager C) emphasizes
“all employees are well indoctrinated and should be aware of the values of Alpha Care,
therefore, whenever employees face difficulties in their daily activities, they have the company’s

values that guide them to take decisions that are aligned with the company’s goals” (Manager

O).

4.5.2 Measurement

Although Alpha Care has many measures (Manager C), the main targets are finance,
employees’ satisfaction, customers or patient satisfaction, unplanned patient discharge, and
service quality improvement. However, units can set their own targets, but the targets must be
aligned to the corporate goals (Manager C). Additionally, Manager C make known that targets
are registered in their management control system called “Stratsys” with a time frame. The
employees accountable for achievement of each target are reminded by the system when it’s
due time for the target accomplishment and the target is not signed off in the system. Their
registered targets and activities in Stratsys can be accessed by authorized users upper in the
hierarchy or headquarters. However, Manager C emphasized on the difficulties they face
putting measures on objects that are not quantifiable such as employees’ satisfaction, Patients
psychological wellness etc. Nevertheless, they must include these measures in their KPIs as

they are of importance to their operations and success.

4.5.3 Targets
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According to Manager C, Alpha Care strategies, plans and targets are initiated from the
headquarters and are based on the company’s expansion targets. Targets are broken down
through the formal delegation line, and each unit is assigned its own targets to contribute to the
overall targets. Further down at the unit level, targets are broken down into activities that reflect
the business unit goals. Employees are given the opportunity to suggest about ways to act to
achieve the assigned targets. However, Manager C believes that it will be inappropriate for her
and her units to set unrealistic targets that cannot be met, and at the same time they must set
challenging targets to stimulate employees to work harder. For example, financial targets are
derived from budgets and are based on available resources (number of beds, apartments,
coaches and phycologist) which can be used to achieve targets. Therefore, we cannot set targets
that cannot be achieved with the available resources” (Manager C, 2018-05-14). However,
according to Manager C the vision at Alpha Care is continuous improvement in all they do,
therefore previous achieved targets sets a new basis for future target setting and performance

evaluation.

Nevertheless, Manager C highlighted that it will be absurd for the headquarters to set detailed
goals for her units because the headquarters is less informed about the situations they are facing
daily. Therefore, she thinks that the headquarters’ strategy for only assigning units with general
targets and letting each unit manager to put in place measures to achieve the assigned goals is

the best solution.

4.5.4 Evaluation

Performance measures are registered and followed up in Stratsys. Some performances are
followed up monthly, while some are quarterly or even annually. Most targets are set directly
from the headquarters and they reflect the overall organizational targets. At the business unit
level, deviations are handled by making correction plans. However, Alpha Care does not award
the workers for achieving their targets. Year wheel is a process used under the year to follow
up which thematic targets have been met or missed and put in place action plans to reach the
targets. According to Manager C, continuous evaluations are necessary as it enable managers
to know on time whether their units are performing as anticipated or action plans are needed to

achieve targets by the end of the period.
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4.6 Summary of Empirical Findings

Regional Director Manager A Manager B Manager C
Diversification Motivation for diversification Motivation for diversification Motivation for diversification Motivation for diversification
- Economic growth - Economic growth - Economic growth - Sales enhancement
- Visibility and market position - Customer and market driven - Customer and market driven - Scale economies
- Scale economies - Ideas locally initiated - Aims to deliver full package - Improves communication between
- Ideas centrally initiated - Resources flexibility - Resources flexibility units
- Share resources
Control systems Control systems Control systems Control systems
- Belief system/core values - Beliefs system/values - Beliefs system/values - Beliefs system/values
- Cybernetics (hybrid) - Boundary systems - Boundary systems - Boundary systems
- Long range and action planning - Action planning - Action planning - Action planning
Administrative controls Administrative controls Administrative controls Administrative controls
- Autonomy/ local ownership - Autonomy/ local ownership - Autonomy/ local ownership - Autonomy/ local ownership
- Centralized support functions, Financial, HRM, - Centralized support functions, - Centralized support functions, - Centralized support functions,
Legal Financial, HRM, Legal Financial, HRM, Legal Financial, HRM, Legal
- Internal policies and procedures - Internal policies and procedures - Internal policies and procedures - Internal policies and procedures
Interactive systems Interactive systems Interactive systems Interactive systems
- Work place meetings and bringing up new ideas - Work place meetings and bringing up - Work place meetings and bringing up - Work place meetings and bringing
Hybrid systems new ideas new ideas up new ideas
- Both financial and non-financial Hybrid systems Hybrid systems Hybrid systems
- - Both financial and non-financial - Both financial and non-financial - Both financial and non-financial
Measurement Subjective and objective Subjective and objective Subjective and objective Subjective and objective
- Financial, Quality, Environmental - Financial, Quality, Environmental - Financial, Quality. Environmental - Financial, Quality, Environmental
- Employees and clients Satisfaction - Employees and clients Satisfaction - Employees and clients Satisfaction - Employees and clients Satisfaction
Can set local targets Can set local targets Can set local targets Can set local targets
Targets Targets are set centrally Targets are set both centrally and locally Targets are set both centrally and locally Targets are set both centrally
- revised and shared amongst BU - Targets includes 10 % growth rate - Targets includes 10 % growth rate - Targets includes 10 % growth rate
- targets based of previous results and forecast - Emphasis on quality - Emphasis on quality - Emphasis on financial
- Targets includes 10 % yearly growth rate
- Emphasis on financials
Evaluation - Continual process - Continual process - Continual process - Continual process
- Benchmarking - Benchmarking - Accessed both externally and - Accessed both externally and

- Accessed both externally and internally: Monthly,
quarterly and yearly

- Deviations are discussed, and action plans assigned

- No bonuses

- Accessed both externally and
internally: Monthly, quarterly and
yearly

- Deviations are discussed, and action
plans assigned and No bonuses

internally: Monthly, quarterly and
yearly

- Deviations are discussed, and action
plans assigned

- No bonuses

internally: Monthly, quarterly and
yearly

- Deviations are discussed, and
action plans assigned

- No bonuses
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5 Analysis and Discussion

This chapter presents a general analysis of the empirical findings based on the use of MCS

derived from the empirical data. Furthermore, the findings in relation to theory is presented.

5.1  Analysis of Empirical Results

The purpose of this thesis is to generate an understanding of the management control used in
diversified privately owned companies within the Swedish welfare sector, by analyzing how
they use MCS to steer employees’ behaviors in their diversified businesses. To fulfill the
purpose of the study and answer the problem formulation, four interviews were conducted with
employees at different levels of the Alpha Care. However, to understand how MCS is used in
this sector, the context must be established as MCS design depends on the context in which it

1s used.

The Swedish welfare sector is highly regulated by laws, and through framework contracts
between the state (local councils and municipalities) and service providers, prices are regulated,
employees are demanded to have specific education and must continue to update their
knowledge to incorporate new working methods and new laws concerning their work and
meetings with clients. Furthermore, revenues depend on state contracts which creates a
dependency position for companies within this sector. Therefore, companies within this sector
must fulfill the demands to gain and retain contracts. Moreover, workers within this sector are
dominated by social workers who to a higher degree are altruistically motivated to help clients
rather than focusing on value creation for shareholders. Further, large companies within this
sector have been observed to be highly diversified. However, demands from contractors, price
constrains, legal constrains and tensions between workers motivation and companies’
shareholders value creation are the main factors that demarcate the differences between the
Swedish welfare sector and the private sectors. Moreover, bearing in mind that the design and
utilization of MSC depend on the context in which it is used, the particular Swedish context in

which these companies operate in are characterized by the following settings; diversified
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companies in private sector, undiversified and diversified privately owned companies within

the Swedish welfare sector.

For example, a diversified firm in the private sector with no or few uncertainties, top
management can implement diagnostic control systems to steer actions towards the desired
outcomes. However, output controls are ineffective in uncertainty since desired outcomes are
unpredictable. Therefore, interactive control systems will be more appropriate. On the other
hand, diversified privately owned companies within the Swedish welfare sector have other
constrains in addition to the constrains that are faced by diversified firms in the private sector
(e.g. legal demands that must be respected, personalized client demands, quality is predefined
and the tension between profit maximization and employees’ perception of how their profession
should be, information asymmetry between HQs and business units). Therefore, multiple
controls are required to balance the satisfaction of involved stakeholders. For example, the
controls must enable employees to do what they do the best, but at the same time satisfy both
shareholders and customer demands. For example, legal constrains demand for boundary
control systems (e.g. how should we work, what should we avoid doing), whereas quality and
personalized clients demands lean more towards interactive control system (e.g. how can we
improve our activities to meet new demands, how should we tackle contingencies), and also
tension between employees and Alpha Care call for beliefs- and diagnostics control systems
(e.g. how should we think at Alpha Care, which goals should employees meet?). Conversely,
undiversified companies within the Swedish welfare sector have the same constraints as
diversified companies, but without the diversification constrains. Therefore, they have less
control and coordination costs since they can implement the same strategy and MCS controls
in all business units. Furthermore, they may reap the synergies of related businesses and
economies of scope. However, they don’t benefit from the uncertainty reduction in future
earnings and the uncertainty of financial distress (i.e., bankruptcy risk) if their single business
line deviate from plans. Top management can use the combination as proposed but design the

MCS to reflect whether the strategy aimed at is one of cost leadership or differentiation.

However, as perceived from our case study, a tension may rise from the shareholder value
creation perspective for profit-maximizing, and workers who are more altruistically motivated
in helping their clients. As manager A stated, “/ rather focus on providing clients best service
and a dignified life and go home assured that I did a good job than focusing on cost cutting to

maximize profits”. This may imply that the employees thinking this way may meet the clients’
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needs more that necessary at the cost of shareholders' value creation. Therefore, Alpha Care
needs to have a steering mechanism to balance the conflicting interests. This mechanism should
encompass policies and working processes that are aligned with the company’s goals and values
to efficiently guide employees to meet the customers’ needs as specified in contracts, while at

the same time incorporate organizational targets that are to be achieved.

5.1.1 Cultural Controls

Alpha Care uses multiple tools to control their employees’ behavior and operations. As
maintained by Malmi & Brown, the organizational culture will influence employees’ thoughts
and actions, which means that culture is a control system when it is used to regulate behavior
(Malmi & Brown, 2008). We find this to ring true for Alpha Care, who’s cultural “values or
beliefs system”, as stated by Managers A and C, is highly enrooted in all they do, and every
employee is expected to know these values and work according to them. Due to uncertainties
in their units, rather than focusing explicitly on outcome controls, they focus more on their
values and beliefs to guide them think, act and make decisions that are aligned with the
company’s objectives. This is indeed in line with what Malmi & Brown maintains, i.e. that
values can be a strong tool used by managers through statement of values in order to steer
employees to behave in accordance with the values of the company (Malmi & Brown, 2008).
To quote Manager A: “Our employees are indoctrinated in the Alpha Care’s way. It’s almost
like brainwashing” (Manager A, 2018-05-11). Additionally, Manager C emphasized that “al/
employees are well indoctrinated and should be aware of the values of Alpha Care, therefore,
whenever employees face difficulties in their daily activities, they have the company’s values
that guide them to take decisions that are aligned with the company’s goals” (Manager C, 2018-
05-14). In other words, employees at Alpha Care are socialized to adhere to behaviors aligned

with Alpha Care’s values and objectives.

This can be contrasted with O’Reilly’s (2000) argument that a strong culture is important for
employees’ commitment to organizational objectives and success. It means that once a strategy
is recognized, it dictates the set of critical objectives that must be accomplished through
coordination and management of people, structure and culture (O’Reilly, 2000). However, it
was observed that Alpha Care is using different strategies at different business unit level.
Although Alpha Care has a strong cultural control according to the interviewees, they have

meetings on regular basis such as weekly, monthly, quarterly, semi-annually and annually, for
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briefings and follow-ups. Their regular meetings can be categorized as a form of an interactive
control system (Simons, 1994), where managers are personally involved in daily activities
which is often the case in businesses operating in uncertain environments. However, from
reviewing their meeting protocols, it was noticed that discussions include finding ways to
improve working processes and prognoses on future demands with emphasis on financial
outcomes and future earnings. This is indicating both of a tight cost control and of demands for
service improvements and innovation. In other words, Alpha Care has implemented different

control mechanisms to deal with such demands.

Although all interviewees stated that Alpha Care has culture and values that guide them in
whatever they do, it has been observed that there are conflicts between the combination of
MCSs in use. The beliefs systems are considered the foundation on how they should act and
behave but, when beliefs systems are combined with diagnostics systems, it creates other
dynamics. For example, at the regional level, the Regional Manager focuses on more financial
targets that are visible and assess units easily through financial measures, rather than focusing
on cultural controls that are invisible. As the Regional Manager stated, “financial measures
are more visible and easier to assess”’, which reveals that the higher-levels of Alpha Care, place
more weight on diagnostics control systems than on their belief systems. On the other hand, unit
Manager A stated that he would rather focus on offering his clients a dignified and better life
than on cost reduction to improve profit margins. In other words, the manager emphasized on
the ideals of his profession as a social worker instead of professing his main attention on
financial figures. This gives an indication of a clash of culture between lower managers and the

top management.

5.1.2 Administrative Controls

Administrative controls, as described by Malmi & Brown, encompass from three components;
organizational structure, governance structure, policies and procedures (Malmi & Brown,
2008). Grant argues that in diversified companies, due to the coordination intensity of such
companies, creating a capable organizational structure is important. Therefore, related products
or services can be grouped together thereby enabling individuals who work on the same product
to work closely (Grant 2011). We found this to be the case at Alpha Care where the company
from the corporate level is divided into two main service or product divisions with multiple

business units grouped under each division, and the divisions are further divided regionally.
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According to the Regional managers, related business units share the same results account and
have the possibilities in sharing resources such as workforce, hired consultants and training
programs. This confirms the argument laid forward by Grant (2011), that some motivational
factors for organizational units are to gain economies of scale, resource utilization and
possibility for standardized control systems. Moreover, Alpha Care is a multidivisional
organization which enables decentralized decision making where unit managers are granted
local ownership. This in turn dictates the implementation of specific control mechanisms to
control the autonomy that top management has been granted to the unit managers. It is in our
view not surprising that despite Alpha Care’s strong culture and values as alleged by the
interviewees, they place greater weight on their diagnostic controls than on their beliefs
systems. This may be explained by the information asymmetry that usually exist between the
HQs and local business units. According to Van der Stede (2001) as well as to Grant (2011),
the problem of information asymmetry exists in most diversified companies, top management
commonly rely on budgetary controls and financial results to administer the organization.

Indeed, our findings support the existence of the information asymmetry in Alpha Care.

5.1.3 Strategy and plans

According to the Regional director, some of Alpha Care’s motivation for diversification are
economic growth, resource flexibility, economies of scales, visibility and market position.
Malmi & Brown maintain that managers use different management control tools to align
employees’ behavior and actions to achieve the intended strategy and plans of the company
(Malmi & Brown, 2008). According to the Regional director, diversification ideas are initiated
centrally and are often in the form of a strategic action plan. They are carried out either through
acquisition of an up and running company or through starting a new unit. On the other hand,
although Unit Managers’ perceived motivating factors for diversification are partly consistent
with the Regional director’s diversification factors, they have different perceptions as to on
which level of the hierarchy diversification ideas are initiated. Contrary to the Regional
director’s statement, the managers suggest that most of the diversification ideas are initiated
locally because it is from there that the needs of their local markets are best understood, and the
most significant motivators are, for example, the aim to offer a full range service package, and
to be able to shape those services to meet particular market or customer demands. Manager A
phrases it in the following way: “We have to be flexible with resources and start new service

lines as soon as there are market needs” (Manager A, 2018-05-11), and Manager C says:
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“Whatever their needs may be, they only need to call us, and we find solutions that best suit the
individual patient/client” (Manager C, 2018-05-14). However, both managers affirm that
although their ideas may be vital, they still must be approved higher up in the hierarchy.
However, no matter what Alpha Care's diversification is motivated by (e.g. a resource based,
market power or risk reduction perspective), and whether it is in related or unrelated fields, the
company gets more complex to manage the more diverse it becomes, and hence requires more
internal controls and coordination mechanisms, as Wiersema & Beck points out (Wiersema &
Beck, 2017). Therefore, top management’s approval or disapproval on whether to or not to
diversify can be considered as a boundary control mechanism for to safeguard that they don’t
divert into unwanted areas and coordinate employees to work towards the company’s goal.
Thus, it can be established that diversification at Alpha care is a strategic choice from top

management.

Furthermore, Alpha Care has both long-term plans and short-term plans (with perspectives of
five and one year, respectively), according to the interviewees. The long-term plans are carried
out higher up at the corporate level while short-term plans are implemented more at the day to
day, lower business level. Malmi & Brown state that planning controls can be divided into long-
range and action-planning categories, which carry within them individual sets of goals as well
as individual ways of directing effort and behavior. This is typical for a multi-unit companies,
to facilitate communication of strategies that will help to guide their daily operations and
decision-making. Short-term plans become more essential if businesses are in changing or
uncertain environment, in order to facilitate communication or interaction between employees
(Malmi & Brown, 2008). However, all interviewees revealed that Alpha Care’s main long-term
growth plan in the past was focused on acquisition of strategic businesses. Nevertheless, their
present focus is more on organic growth, even if the strategic thinking is done higher up in the
hierarchy, according to the Regional Manager. However, managers stated that they usually have
annual business plan proposals that are handed to the headquarters for review and approval.
This is also in line with Grant (2011), who suggests that in large and mature companies,
strategic planning process becomes systematized and turn to follow an annual cycle with

strategic plans for three to five years with both top-down initiatives or bottom-up business.

5.1.4 Measurement and targets
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According to all the interviewees, Alpha Care utilizes both financial and non-financial measures
and uses both objective and subjective measures. Hopper, Northcott & Scapens (2007) maintain
that companies should use both external and internal measures, financial and non-financial
measures, and make trade-offs between various measures clearly visible. Alpha Care has many
measures at different levels since business units can set up their own local targets. However,
common targets used across units are financial, quality, environmental, customer or client- and
employee satisfaction. Indeed, we find that Alpha Care uses measurements as for assessment
of the company’s success in achieving its objectives, strategies and plans, in a way described

by Ferreira & Otley (Ferreira & Otley, 2009).

Since business units need to follow up their retained framework contracts with conditions for
pricing, revenues and conditions regarding service delivery, they have an annual budget and
plans that help to assess the short-term targets and to align their targets to the corporate targets.
However, there exists some inconsistency between how the process of setting targets is
perceived by on the one hand the Regional director and the two of the managers, and on the
other hand one of the managers. The process according to the Regional director, Managers B
and C, follows a top-down process, whereas Manager A suggests bottom-up process although
he pointed out that their targets are usually stretched. He further emphasized that it is
impractical to set force targets on them when they cannot achieve them; therefore, the success
of achieving targets depends highly on top management; that is, it is of key importance that top
management is able to articulate achievable goals and provide the proper resources needed to
achieve them. We may draw an parallel to what Ferreira & Otley point out, that extensive
difficult targets may be less desirable when cooperation between units are needed because

management may become less willing to compromise (Ferreira & Otley, 2009).

Differences in their budgetary and planning processes depend largely on the uncertainty level
and which business line the unit is focusing on. Which is revealing some environmental and
strategic differences between the local units A and B and C. For example, Unit A is operating
in a highly uncertain environment whereas units B and C are operating in a relatively more
stable environment. Consequently, units B and C can pursue the same strategy, budgetary and
planning process as they are more related, allowing unit A to pursue its own strategy, budgetary
and planning process, that is deemed most suitable for its industry. That Alpha Care
incorporates this strategy can be compared to other diversified companies in the private sector

that usually have a corporate strategy (to decide on what kind of businesses they should be in)
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and unit strategy (of how each unit should aim to compete with other companies, e.g. through
cost leadership or through differentiation) to enable each unit to develop a competitive edge in

their own field.

5.1.5 Evaluation

According to all the interviewees, target evaluation at Alpha Care is a continuous process
although some targets are assessed more frequently than others. For example, financial targets
are evaluated monthly and compared against budgets, whereas targets such as employees’ and
clients’ rate of satisfaction are done semi-annually or annually. The evaluation is carried out
through utilizing benchmarking and internal target by both external and internal auditors. This
is in line with Marginson’s (2002) suggestion, where he points out that the organizations are
increasingly dependent on middle-level managers and subordinate employees to survive
through management control systems. Rewards are basically the outcomes of performance
evaluation (Marginson, 2002). However, according to the interviewees, Alpha Care does not
reward performances; rather, target deviations are discussed, and action plans are worked out
for making improvements. Given the industry in which Alpha Care is operating and the kind of
incentives that motivates social workers, it is not surprising that Alpha Care doesn’t pay for
performance at least at the lower level of the organization, as this level is extensively staffed
by social workers. For management, it is crucial to carefully choose a reward system which will
bring out the desired outcomes, but of even higher importance is whether a reward system is in
fact needed, or if it is unnecessary (Ferreira & Otley, 2009). Introducing extrinsic incentives
for performance in the context of the welfare sector where the employees are dedicated social
workers, may cause a negative effect as there is a risk that the intrinsic motivation may be wiped
out when the extrinsic motivation is no longer effective. Previous research has found that social
workers within the Swedish welfare sector are intrinsically motivated through their work
involvement with clients; indeed, through the feeling that they are able to provide help for their
clients (Lovén & Westerlund, 2008; Jonsson & Werner, 2007 and Engstrom & Karlsson, 2016).

5.2 Findings in relation to theory

According to the Regional director, some of Alpha Care’s motivation for diversification are for

example, economic growth, economies of scale, visibility and market position, and the ideas are
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centrally initiated. Furthermore, he explained that diversification is a strategic move, and they
usually acquire strategic up and running units or the starting of a new unit if needed. However,
managers suggest that their diversification is motivated by market driven and customer
demands. This is consistent with Montgomery’s (1994) suggestion that diversification might
be motivated by the market power, the resource view or the aim to reduce risks and uncertainty.
Moreover, Van der Stede (2001), suggest that companies diversify to reap operational synergies

or benefit from internal financial market transactions.

As Alpha Care diversifies into different business lines, the need to have separate strategies and
planning procedures arises. This was revealed in the different point of views on the matter that
we found amongst the managers, as well as in how they perceived budget planning process. It
is in line with Merchant & Van der Stede (2011) and Grant (2011) who suggest that in
diversified companies, they typically adopt both a corporate strategy (often called
diversification strategy) and a business strategy (often called competitive strategy), which
allows management of each particular unit to select the way they want to compete in their
industry. As Alpha Care is a diversified company, it is not unexpected that we found that
different units employed different strategies and different evaluation processes. It is worth to
note, however, as a company diversifies, the cost of coordination and management controls

increases (Hoskisson & Johnson, 1992; Hoskisson & Turk, 1990 in Wiersema & Beck, 2017).

Alpha Care uses a combination of several management control systems. For example, they use
beliefs system to enforce their values. This is consistent with what Simons argues (1994), that
beliefs systems that are used to guide opportunity seeking behavior and enforce the
organizational core values. Furthermore, we find Alpha Care uses interactive systems (APT-
working meetings, bringing up new ideas, discuss uncertainties) where managers are personally
involved, which also is in line with Simons’ (1994) suggestions. At Alpha Care, they use
budgets, long- and short-term planning at all levels of the company, which are in line with the
diagnostics controls systems or cybernetics as proposed by Malmi & Brown (2008) and Simons
(1994). However, boundaries systems are only at the unit level to limit the employees’ actions,
therefore they can be perceived as a means by which top management aim to control the
autonomy they have granted to the unit managers. According to Simons (1994), the purpose of
such a system is to set the frames or the limits of freedom of creativity within an organization,
and risks can be avoided by applying control tools such as rules, laws and codes of business

conduct.
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Nevertheless, it was easier to classify Alpha Care’s use of MCS under Simons (1994)’s
typologies to demarcate the different use of MCS combinations since Simons’ typologies have
extensive classifications. Yet, Malmi & Brown’s (2008) management control package and
Simon’s levers of controls have similarities; for example, cultural controls and beliefs systems,

cybernetic controls and diagnostics controls etc.
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6  Conclusion, limitation and future studies

This chapter presents the conclusion of the thesis. The chapter begins with presenting the main
findings of the research study, which are derived from the theoretical framework and empirical
material supporting for analysis. Next, the main contributions and limitation of the research

follows. Finally, the chapter ends with suggestions for future studies.

6.1 Findings

The context as previously mention, the scope of this thesis is limited to generating deeper
understand of how MCS is used in diversified privately owned companies within the Swedish

welfare sector.

The main result of this study reveals that Alpha Care’s diversification is motivated by economic
growth, economies of scale, visibility and market position, and market driven as well as
customer demands. Moreover, the diversification ideas are either initiated locally or centrally,
but ideas must be approved by top managers. To manage their diversification strategy, Alpha
Care has both corporate (diversification strategy) and unit strategy (competitive strategy) to
enable business units to compete differently within their related fields. Furthermore, the
management control system used by the managers are affected by the context of the cultural
controls and administrative controls in the analysis framework, rather than being controls
themselves. Cultural controls are consistently used in the organization, in that Alpha Care’s
employees are indoctrinated in the values of the company, to the point that one manager
described it as something close to brainwashing. From the organizational and governance
structure as mentioned in administrative controls, Alpha Care has a flat organization with many
unit managers, few middle managers and tight top management. Unit managers are given local
ownership through autonomy to deal with contingencies in operations, and support functions
are centralized at the headquarters to serve unit managers. However, since company success
depends on how well business units perform, the autonomy granted to local units are controlled

through a combination of several management control systems. For example, at all levels at
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Alpha Care, they use both long-term and short-term plans, and beliefs system to enforce their
values, interactive systems (APT-meetings, bringing up new ideas, discuss uncertainties etc.)
and diagnostics controls systems or cybernetics are used to monitor and evaluate outcomes and
boundaries control systems were perceived to be only present at the unit levels, and are used to
limit employees’ actions to happen within the corporate strategy as they explore the

uncertainties.

In summary, how is the general use of MCS at Alpha Care?

Since Alpha Care has both a corporate strategy and business strategy, it has enabled individual
business units to have their own local strategy to compete within its industry. Therefore,
dictating different control mechanisms to realize these strategies at business unit level.
Consequently, it was observed that Alpha Care uses a combination of several control systems
and their controls have some differences at different levels of the hierarchy. For example, at all
levels at Alpha Care, they use both long-term and short-term plans, beliefs system to enforce
their values, interactive systems through (work place meetings, bringing up new ideas, discuss
uncertainties etc.) and diagnostics control systems or cybernetics control systems to monitor
and evaluate financial and non-financial outcomes and boundaries control systems were
perceived to be only at the unit level to limit employees’ actions to align with the corporate
strategy as they explore uncertainties. This can be perceived as a control mechanism by which
top management aim to control the autonomy they have granted to the local unit. Although all
interviewees suggested that Alpha Care has a strong culture, it was observed that top

management places more weight on budgetary controls than on belief systems.

6.2 Contributions

Practical contribution

The overall practical contribution of this case study is that it contributes to the understanding
of how MCS is used in diversified privately owned companies within the Swedish welfare
sector. Given the constrains arising from this industry, diversification and the contradictory
objectives between employees and employers, this study further contributes by finding which
kind of MCS are combined to manage and balance different demands from stakeholders in this

context. Managers within this industry can gain an understanding for example that relying

52



solely on results or outcome controls may not give the desired behavior since it will create
conflict between employees’ personal objectives or profession and thereby may bring out
undesired outcomes. On the other hand, they will also gain an understanding that they can’t
neither depend solely on their beliefs systems since the employees have autonomy and the
distance between top management and unit managers create information asymmetry that needs

to be managed through budgetary controls, therefore dictating a combination of controls.

Theoretical contribution

In addition to the practical contribution as mentioned above, this study contributes to the theory
by confirming that when a company with multiple units diversified they have both a corporate
strategy (often called diversification strategy) and business strategy (often called competitive
strategy), which allows each unit to choose the way they want to compete in its industry
(Merchant & Van der Stede, 2011). Additionally, this study confirms the suggestion by Malmi

& Brown (2008) that Management control systems can be used as a package.

6.3 Limitations

Although this study supports previous theories on diversified companies having both corporate
and unit strategy (Merchant & Van der Stede, 2011) and MCS combination use as a package
(Malmi & Brown, 2008), using a single case study approach limits the possibility to generalize
this study. Additionally, the small sample size further affects the findings where each
respondent has a high possibility to impact the result of this study.

However, since the purpose of this thesis was to generate a deeper understanding on how MCS
is used in diversified privately own companies within the Swedish welfare sector and because
there are none or limited research on this topic, the research approach was dictated to rather
take an explorative approach to uncover the way MCS is used. Therefore, the findings can
instead inspire future research on management controls in diversified privately owned
companies within the Swedish welfare sector. Additionally, themes used for data collection and
model used for analyzing the empirical data might have some inherent limitations. Therefore,
might have limited view of all the factors regarding management control use in Alpha Care.
However, the combination of previous theory by Ferreira & Otley, and Malmi & Brown helped

to strengthen the relevance and reliability of our model. Yet, there are possibilities for potential
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inherent limitations from previous theories transferred to our model, which therefore would be

reflected in this research.

6.4 Future research

Since the findings of this thesis cannot be generalized, we believe that the results can be used
as an indication on how management control is used in privately owned companies within the
Swedish welfare sector and thus serve as an inspiration for future extensive studies. For
example, by increasing the number of cases or including employees from the lower level.
Moreover, the method used in this thesis can serve as a basis for hypotheses whose general
validity can be tested to either falsify or strengthen akin research questions when applied to
many cases with a quantitative method. Furthermore, another approach can for example be to
have a more longitudinal case study based on observations of the operations rather than

interviews.

54



References

Adenfelt, M., Bergstrom, A., Krohwinkel, A. & Winberg, H. (2015). Uppdrag vélfard:
Vilfarden dr vérd en béttre debatt - Sex ofrdnkomliga dilemman som maste balanseras.

Orebro: Entreprendrskapsforum, Fores & Stiftelsen Leading Health Care

Almgqvist, R. (2006) New Public Management — om konkurrenssittning, kontrakt och kontroll.
Stockholm: Liber.

Angelis, J., Glenngard, A. & Jordahl, H. (2016). Att styra och leda en vardcentral: Hur gar det
till och vad kan forbéttras? Stockholm: SNS Forlag

Anthony, R. N. (1985). Planning and Control Systems: A Framework for Analysis. Division of

Research, Harvard Business School, Boston, MA.

Attendo (2018): Om Attendo. Available online: https://www.attendo.se/om-attendo [Accessed
23 May 2018]

Bedford, D.S., Malmi, T. & Sandelin, M. (2016). Management control effectiveness and
strategy, Accounting, Organizations and Society, Vol. 51, pp. 12-28

Beroendecentrum (2017) Drogproblem bland ensamkommande unga. Available online:
http://beroendecentrum.se/aktuellt/drogproblem-bland-ensamkommande-unga/ [ Accessed 23

May 2018]

Boyne, G. (2002). Public and private management: What's the difference?, Journal of
Management Studies, Vol. 39, No. 1

Brijesh, M; Jyrki, L; Semida, S. & Jari, K. (2018). Evaluating Synergies and Trade-Offs among
Sustainable Development Goals (SDGs): Explorative Analyses of Development Paths in South
Asia and Sub-Saharan Africa, Sustainability 2018,10,815; doi:10.3390/sul0030815

Capio (2018): Detta dr Capio. Available online: https://capio.se/Om-Capio/ [Accessed 23 May
2018]

55



Chang, Y. M. (1990). Synergy, relatedness, and organization form in the strategic management
of diversification. Unpublished doctoral dissertation, University of Illinois at Urbana-

Champaign.

Chen, X., Zou, H., & Wang, D. T. (2009). How do new ventures grow? Company capabilities,
growth strategies and performance. International Journal of Research in Marketing, 26(4),

294-303.

Engstrom, L., & Karlsson, C. (2016). “Jag har aldrig &ngrat mitt yrkesval!”: —En kvalitativ

studie om erfarna socialarbetares drivkrafter.
Ekonomifakta (2018). Foretag inom valfardssektorn:

https://www.ekonomifakta.se/Fakta/Valfarden-i-privat-regi/ [Accessed 23 May 2018]

ETC (11 September 2017) Tre bolag styr hilften av den privata sjukvirden. Available online:

https://www.etc.se/ekonomi/tre-bolag-styr-halften-av-den-privata-sjukvarden [Accessed 08

May 2018]

ETC (20 December 2017) Psykisk ohélsa vanlig bland ensamkommande. Available online:
https://www.etc.se/inrikes/psykisk-ohalsa-vanlig-bland-ensamkommande [ Accessed 23 May
2018]

Ferreira, A. & Otley, D. (2009). The design and use of performance management systems: An
extended framework for analysis, Management Accounting Research, Vol. 20, pp. 263- 282

Franco-Santos, M., Lucianetti, B. & Bourne, M. (2012). Contemporary performance
measurement systems: A review of their consequences and a framework for research,

Management Accounting Journal, Vol. 23, pp.79-119

Grant, RM. (2011). Contemporary strategy analysis. (Contemporary strategy analysis.)
Chichester: Wiley.

Hill, C. and Hoskisson, R. (1987), “Strategy and structure in the multi-product company”,
Academy of Management Review, Vol. 12 No. 2, pp. 331-41.

Hojer, S., & Forkby, T. (2010). Care for sale: The influence of new public management in child
protection in Sweden. British Journal of Social Work, 41(1), 93-110.

56



Hopper, T., Northcott, D., & Scapens, R. (2007). Issues in management accounting. Harlow:

Prentice Hall, Financial Times
Inspektionen for vard och omsorg (2016) A. Available online:

https://www.1ivo.se/tillstand-och-register/socialtjansttillstand/ [Accessed 23 May 2018]

Inspektionen for vard och omsorg (2016) B. Available online:

https://www.1ivo.se/tillstand-och-register/sol-tillstand/hem-for-vard-eller-boende-hvb/

[Accessed 23 May 2018]

Inspektionen for vard och omsorg (2018a) Sa bedémer vi forestaindare HVB. Available online:
https://www.etc.se/inrikes/psykisk-ohalsa-vanlig-bland-ensamkommande [Accessed 16 May
2018]

Inspektionen for vard och omsorg (2018b) S& beddmer vi forestdndare Stodboende. Available
online:
https://www.ivo.se/tillstand-och-register/sol-tillstand/stodboende/sa-bedomer-vi-forestandare-

stodboende/ [Accessed 23 May 2018]

Jara-Bertin, M., Lopez-Iturriaga, F. J., & Espinosa, C. (2015). Diversification and control in
emerging markets: the case of Chilean firms. BRQ Business Research Quarterly, 18(4), 259-
274.

Jonsson, H., & Werner, A. (2007). Sin egen lyckas smed.... en kvalitativ studie om

socialarbetares drivkraft for att stanna kvar 1 yrket.

Kraus, K. & Lind, J. (2010). The impact of corporate balanced score cards on corporate
control - A research note, Management Accounting Research, Vol. 21, pp.265-277

Kunskapsguiden.se (2017) Psykisk ohélsa. Available online:

http://www .kunskapsguiden.se/barn-och-unga/Teman/ensamkommande-barn-och-

unga/Sidor/Psykisk-ohalsa.aspx [Accessed 23 May 2018]

Lovén, M., & Westerlund, J. (2008). Socionomens psykosociala arbetsmiljo-En kvalitativ

studie av fyra socionomers upplevelse av sin psykosociala arbetsmiljo.

57



Lu, J. W., & Beamish, P. W. (2006). Partnering strategies and performance of SMEs'

international joint ventures. Journal of Business Venturing, 21(4), pp. 461-486.

Malmi, T. & Brown, D.A. (2008). Management control systems as package — Opportunities,
challenges and research directions, Management Accounting Research, Vol. 19, pp. 287-300

Merchant K A, Van der Stede W A. (2011) Management control systems. Performance
measurement, evaluation and incentives. Third edition. Prentice Hall. “The effects of
environmental uncertainty, organizational strategy, and multinationality on management

control systems”

Migrations info (2017) Psykisk ohélsa bland flyktingar. Available online:

http://www.migrationsinfo.se/psykisk-ohalsa/ [Accessed 23 May 2018]

Migrationsinfo (2018) Ensamkommande barn. Available online:

http://www.migrationsinfo.se/migration/sverige/asylsokande-i-sverige/ensamkommande-barn/

[Accessed 23 May 2018]

Montgomery, C. A. 1994. Corporate Diversification. Journal of Economic Perspectives 8 (3):
pp. 163—-178.

Morin, H. & Edmark, K. (2013). Vinster i vélfiarden: En teoretisk analys av hur vinstintresset

paverkar vilfardstjdnsterna.

Neely, A., Gregory, M. & Platts, K. (1995). Performance measurement system design: A
literature review and research agenda, International Journal of Operations & Production

Management, Vol. 15, No. 4, pp. 80-11

Nilsson, L. (2016). Vilfardspolitik och véilfardsopinion valaret 2014-Sverige och

Viérmland. Virmldndska utmaningar, p. 61.

NuBmann, D. (2018). The Coinsurance Effect of Corporate Diversification: An Empirical

Analysis of the Accounting and Economic Implications. Springer eBooks, p. 27

O’Reilly, C. (2000). Corporations culture and commitment: motivation and social control in

organizations. California Management Review, 31(4).

58



Runfors, A., & Robertsson Lund, F. (2017). Performance measurement for better or for worse?

A study in Swedish primary care.

Sallnds, M. (2005). Virdmarknad med svarigheter—om privata aktorer inom institutionsvarden

for barn och ungdomar. Socialvetenskaplig tidskrift, 12 (pp. 2-3).

Simons, R. (1994). How new top managers use control systems as levers of strategic renewal,

Strategic management journal, Vol. 15, No. 3, pp. 169-189

Simons, R. (1995). Levers of control: How managers use innovative control systems to drive

strategic renewal. Harvard Business Press

Sveriges Kommuner och Landsting (2017) Utvecklingen i svensk hélso- och sjukvérd - struktur
och arbetssatt for bittre resultat. Available online

https://webbutik.skl.se/sv/artiklar/utvecklingen-i-svensk-halso-och-sjukvard-struktur-och-

arbetssatt-for-battre-resultat.html [Accessed 23 May 2018]

Stefano, T. & Luca, Q. (2010). Performance Measurement: Linking Balanced Scorecard to

Business Intelligence

Svenska Dagbladet (10 March 2011) Blir rika pé skattepengar utan att skatta. Available online:
https://www.svd.se/blir-rika-pa-skattepengar-utan-att-skatta [ Accessed 23 May 2018]

Sveriges riksdag (15 June 2016) Ersittning for placering av ensamkommande (svar av
arbetsmarknads- och etableringsminister Ylva Johansson pd skriftlig fraga). Available

online:https://www.riksdagen.se/sv/dokument-lagar/dokument/svar-pa-skriftlig-

fraga/ersattning-for-placering-av-ensamkommande-barn_H3121328 [Accessed 23 May 2018]

Sveriges Radio (9 February 2017) Drogmissbruk 6kar markant hos ensamkommande barn.
Available online: https://sverigesradio.se/sida/artikel.aspx?programid=105&artikel=6622087
[Accessed 23 May 2018]

SVT (27 September 2017) Psykisk ohélsa stor bland ensamkommande. Available online:

https://www.svt.se/nyheter/lokalt/uppsala/stor-psykisk-ohalsa-bland-ensamkommande
[Accessed 23 May 2018]

59



Van der Stede, W. A. (2001). The effect of corporate diversification and business unit strategy
on the presence of slack in business unit budgets. Accounting, Auditing & Accountability

Journal, 14(1), pp. 30-52.

Welsh, D. T., & Ordoénez, L. D. (2014). The dark side of consecutive high-performance goals:
Linking goal setting, depletion, and unethical behavior. Organizational Behavior and Human
Decision Processes, 123(2), 79-89.

Wiersema, M., & Beck, J. (29 March 2017). Corporate or Product Diversification. Oxford
Research Encyclopedia of Business and Management. Available online:
http://business.oxfordre.com/view/10.1093/acrefore/9780190224851.001.0001/acrefore-
9780190224851-e-14 [Accessed 25 April 2018]

Wim A. Van der Stede, (2001) "The effect of corporate diversification and business unit
strategy on the presence of slack in business unit budgets", Accounting, Auditing &

Accountability Journal,Vol. 14 Issue: 1, pp. 30-52

Yin, R. K. (2017). Case study research and applications: Design and methods. Sage

publications.

Zaremba, M. (2013). Forlat dem, ty de visste inte vad de gjorde, Dagens Nyheter. Available
online: http://www.dn.se/kultur-noje/kulturdebatt/forlat-dem-ty-de-visste-inte-vad-de- gjorde

[Accessed 23 May 2018]

60



Appendix A

Interview guide

Derived from Otley and Malmi & Brown.

1. How is the culture at Alpha Care?

o What is Alpha Care’ vision and mission?

o What is the organizational and governance structure of Alpha Care?
2. Diversification
As we have noticed, Alpha Care has different business/service lines. Why so many
different business/service lines. How do you control and manage them? What are the
challenges.

o How are strategies and plans communicated to unit managers and employees?
o How do you work to make sure that they are followed?
o Do different business/service lines improve performances? If yes, how?
3. Measurement
How do Alpha Care design performance measurements and how are they
implemented?
o From business plans, what do Alpha Care measure?
o How are the measures communicated throughout the company?
o What is measured that is not useful and what is not measured that should be
measured?
o What level of performance do the company need to achieve for each of the
measures?
4. Targets
How do Alpha Care set appropriate performance targets for the measures?
o How challenging are those performance targets?
o Do Alpha Care reach their targets every year?

5. Evaluation
How do Alpha Care evaluate financial and non-financial performances?
o What are the procedures for performance evaluation and follow-up at Alpha
Care?
o What role do previous measures and targets play in the evaluation stage, and
for future business planning?
Are performance evaluations at Alpha Care objective or subjective?
What rewards or penalties do managers or employees get for failing or
achieving performance targets?
General
Is there anything that we have missed that you will like to enlighten us about?
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