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In the globalization of the world economy, international competition requires multinational companies
to expand abroad in order to exploit management resources and gain new markets. In this international
context, one of the most challenging issues facing those companies is how to manage overseas
operations geographically distant from the home county. In this context, the question of whether and
how management control systems (MCS) should be transferred has come to be significantly raised.
The effectiveness of MCS might be challenged by employees who possess different cultural values.
This belief has produced the large body of research on cross-cultural MCS. The preponderance of
cross-cultural MCS has taken the implementer’s point of view in analyzing MCS implementation.
Thus the lack of a multifaceted view limits the usefulness of extant research results.

This study focused on interactions between MCS and employees to clarify factors affecting MCS
implementation. Based on research findings, author developed a framework to focus on the balance of
the influences of both MCS elements and employee perception for successful MCS implementation.
Participant observation provided the opportunity to consider the intrinsic nature of MCS, and to
explore behavioral aspects of employees.



Six-stage IT implementation model was used as a basis for the separation of MCS implementation in
this study, defining particular stages where employee-behavioral factors become influential. In
developing an understanding of employee behavior toward MCS, this study found that the perception
process theory offers the most relevant data analysis framework. Based on the employee behavior, the
analysis findings indicated that MCS have two distinctive aspects: the legislated and contextual
elements. The relationship between the two elements was analyzed and defined as mutually
complementing and reinforcing one. Additionally, the influence of employee perception on MCS was
applied to understand the interactions between MCS and employees. Finally, the results suggest that
MCS should be implemented by means of a framework for analysis that balances the two elements of
MCS under the influence of the perception process.

In the introduction section, it provides research background and purpose. Additionally, issues and
research perspective are introduced.

In the literature review section, a brief review of prior studies related to this study is provided to
identify data source and research direction. First, IT system implementation model and its application
in the management accounting field are introduced. Furthermore, the relevant stages, acceptance and
routinization stages, are determined for further analysis of employee behavior. Next, differences in
perception process between East Asians and Westerners are reviewed to further understand employee
behavior during MCS implementation. Lastly, the definitions of MCS in prior studies are discussed to
clarify the scope and direction of the present study.

In the research design section, it explains research setting and company background to facilitate the
understanding of the entire situations. A Japanese organization experienced two types of MCS
implementation through changes in equity ownership, generating conflicting outcomes. First, a
European company established a joint venture with the Japanese company. Five year after the joint
venture establishment, it was acquired by an American company. Situations in cases require the
analysis of employee behavior throughout the course of the MCS implementation.

In the research method section, it clarifies why participant-observation is an appropriate research
method in this study with its possibilities in the management accounting field as well as with its
fundamental weaknesses.

In the MCS implementation in EJV section, the cases relating to MCS implementation in the
Europe-Japan joint venture are introduced. Transfer of personnel, MCS implementation by controller,
MCS implementation as a routine activity, and controllership in MCS implementation are described.

In the MCS implementation in AC section, the cases respecting MCS implementation in the American
company are demonstrated. Transfer of method, information management for MCS implementation,
MCS implementation by functional leaders, and MCS implementation across borders are introduced.



In the discussion section, observed facts with interpretations are summarized and analyzed. First, MCS
implementation process is segmented through a structural approach. Acceptance and
routinization stages wherein employee behavior and thought change were identified.
Also, observation suggests that the Japanese employees have a relatively strong
inclination toward the goals of MCS implementation, with little resistance to assigned
tasks. Moreover, the Japanese employees, unless the goals are clarified, tended to create
emergent goals in the given situations. According to these findings, the two distinctive
aspects of MCS were detected and named, in this study, as the legislated and contextual
elements. The legislated element indicates the required practices and assigned tasks for
employees to follow under MCS. On the other hand, the contextual element represents
organizational goals that managers intend to achieve through MCS implementation.
Therefore, different approaches are needed to each element of MCS, respectively, in
dealing with employees during MCS implementation. The other research findings proved
that the two elements assist in implementing MCS by complementing each other.
Additionally, further analyses found that the legislated and contextual elements were
gradually routinized and changed into behavioral patterns and shared values,
respectively, by balancing and reiterating the two elements. Due to the inclination of
Japanese employee, it was found that their perception process, with a holistic view, is
associated with MCS implementation. Finally, management control environment was
defined by the observations of the conflicts between expatriate European managers and
Japanese employees.

In the implications of employee perception and MCS elements for positioning of
acceptance stage section, the two aspects of MCS as well as different patterns of
perception between East and West are combined in order to successfully implement MCS.
Under these circumstances, the possible combinations of these two variables propose a
framework, clarifying their dynamic relationship. Framework identifies the positioning
of acceptance stage of MCS implementation. Then characteristics of each quadrant are
explained. Each quadrant on the matrix has its strong and weak points in MCS
implementation. Successful MCS implementation, however, can be attained with the
balanced two elements of MCS under the influence of the perception process. For
example, the contextual element of MCS should be more clarified for Westerners. By
contrast, East Asians need stronger weight of the legislated element during MCS
implementation. Enhancing the balance between the two elements of MCS assures the

achievement of an organization’s objectives—successful implementation.

In the conclusion section, research results are summarized with limitations and direction

of future research.
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