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Abstract

Management control systems (MCSs) have increasingly become important mechanisms
for public sector organizations facing accountability requirements, efficiency pressures, service-
quality demands, environmental uncertainty, digital transformation, and sustainability
challenges. Nevertheless, empirical evidence concerning the relationship between MCSs and
public sector organizational performance remains fragmented because control effectiveness
depends on organizational context, control use, institutional pressures, organizational
capabilities, and environmental conditions. This study aims to synthesize the development of
research on MCSs and public sector organizational performance by integrating Contingency
Theory, Agency Theory, Institutional Theory, Levers of Control, the Resource-Based View, Dynamic
Capabilities Theory, and Public Value Theory. A Systematic Literature Review (SLR) approach was
adopted using the PRISMA 2020 reporting principles, while journal articles were verified through
publisher metadata, DOI records, and academic repositories. Forty core articles were used as the
evidence base, consisting of empirical studies, systematic reviews, and relevant conceptual
studies. The synthesis indicates that MCSs should not be understood as a single control
mechanism but as a control package integrating performance measurement, diagnostic control,
interactive control, boundary systems, belief systems, risk management, information systems, and
organizational learning. Contingency Theory suggests that MCS effectiveness depends on the fit
between control design and organizational context. From the Levers of Control perspective,
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simultaneous diagnostic and interactive uses enable public organizations to maintain control
while supporting learning and adaptation. Institutional Theory explains that some MCS practices
are adopted because of legitimacy pressures, whereas the Resource-Based View and Dynamic
Capabilities Theory explain how MCSs can become mechanisms for developing organizational
capabilities that contribute to performance. The review further identifies research gaps
concerning the integration of MCSs with risk management, digitalization, institutional pressures,
organizational resilience, and public value. Future research should develop multi-theoretical
models and empirically examine the MCS—capability—performance relationship in Indonesian
public sector organizations, particularly local governments.

Keywords: Management Control Systems; Public Sector Performance; Levers of Control;
Contingency Theory; Institutional Theory; Dynamic Capabilities; Public Value.

INTRODUCTION

Public sector organizations face demands to simultaneously improve the efficiency,
effectiveness, accountability, and quality of public services, so that management control no
longer serves only as a compliance check mechanism but also as a mechanism for achieving
organizational goals (Felicio et al., 2021; Hood, 1991). The New Public Management perspective
explains that public sector reform encourages government organizations to adopt management
practices that are more performance-oriented, results measurement, accountability, and the use
of managerial information (Hood, 1991). In this context, MCS becomes relevant because it
provides a mechanism for translating strategic objectives into targets, performance measures,
oversight processes, evaluations, and corrective actions (Chenhall, 2003; Otley, 1980).

(Felicio et al., 2021) show that public sector organizations face a dynamic environment
and budget constraints so that MCS can be used to help achieve organizational goals. The study
found that MCS configuration is related to the achievement of public organizational goals, thus
supporting the view that MCS needs to be understood as a control package, not just a
performance measurement instrument.

In the perspective of Contingency Theory (Otley, 1980) explains that there is no single
control system that is universally the most effective because the effectiveness of the system
depends on the compatibility between the control system and the characteristics of the
organization. (Chenhall, 2003) expands on this argument by showing that the design of the MCS
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is influenced by the environment, technology, structure, strategy, organizational size, and
organizational characteristics. Therefore, the relationship between MCS and the performance of
public sector organizations should not be assumed to be linear because the effectiveness of
control can differ when organizations face environmental uncertainty, complexity of objectives,
or the demands of different stakeholders.

These problems become increasingly complex because public sector performance cannot
always be adequately represented through financial measures. Performance Measurement
Systems (PMS) in the public sector face the problem of ambiguity because public organizations
must measure goals that are multidimensional, often not easily quantified, and involve diverse
stakeholder interests (Oppi et al., 2022). A systematic review (Oppi et al., 2022) showed that of
the 1,278 abstracts that met the initial criteria, 131 articles were read in full and 37 articles were
finally used in their synthesis, suggesting that ambiguity is a fundamental issue in public sector
performance measurement.

(Van der Kolk, 2022) also shows that the use and characteristics of performance
measurement systems, such as fairness, subjectivity, and clarity, can affect performance
measurement outcomes in public organizations. Thus, the mere existence of performance
indicators does not guarantee performance improvement because the way they are used and
perceived by organizational members also determines the consequences of control.

The next issue is the relationship between control and organizational adaptation. Control
systems that overemphasize compliance can strengthen discipline but potentially limit learning,
while overly flexible controls can increase adaptation but potentially undermine accountability
(Baird et al., 2023; Simons, 1995). In the context of the public sector, the dilemma becomes even
more important as organizations must maintain compliance with regulations while responding to
changing societal needs.

Research on Levers of Control shows that belief systems, boundary systems, diagnostic
control systems, and interactive control systems can be used simultaneously to create a balance
between constraint and empowerment (Simons, 1995). (Baird et al., 2023), for example, found
that belief systems, interactive control, and diagnostic control are related to organizational
resilience through organizational capability mechanisms.

The risk dimension also expands the issue of public sector MCS. (Bracci et al., 2022)
through a systematic literature review shows that public sector organizations have implemented
risk-based control, but the integration between risk management and management accounting
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control systems is still inadequate. The findings show the need to integrate risk into the MCS
design rather than treating risk management as a separate system. The findings are reinforced
by (Bracci et al., 2024), which shows that the integration of performance management and risk
management in public organizations is still a relatively underempirically researched area. The
study shows the importance of the role of organizational actors in integrating performance
management and risk management practices.

Digital developments have also changed the function of MCS (Elbashir et al., 2022)
showing that business intelligence can be integrated into MCS to improve business process
performance in public sector organizations, based on a survey of 226 respondents representing
160 public organizations in Australia. Thus, the main phenomenon that emerged is that public
sector MCS has shifted from control for compliance to control for performance, learning, risk
management, resilience, and public value. This shift is in accordance with Institutional Theory
because control systems are also influenced by regulative, normative, and mimetic pressures
from the organizational environment (DiMaggio & Powell, 1983; Meyer & Rowan, 1977).

However, existing research is still fragmented. Some studies place MCS as a performance
antecedent, others place performance measurement as the center of analysis, while more recent
research is beginning to link MCS to risk management, digitalization, resilience, sustainability, and
organizational capabilities (Pham & Vu, 2025; Weber et al., 2024; Bracci et al., 2022; Felicio et al.,
2021).

The first research gap lies in theoretical fragmentation because public sector MCS
research has not consistently integrated Contingency Theory, Institutional Theory, Levers of
Control, Resource-Based View, Dynamic Capabilities Theory, and Public Value Theory in a single
synthesis framework (Duchek, 2020; Chenhall, 2003; Simons, 1995; Barney, 1991;).

The second research gap lies in the fragmentation of mechanisms, as the relationship
between MCS and performance is often tested directly, while capabilities such as strategic
flexibility, organizational resilience, employee empowerment, and organizational learning have
the potential to be important mediators (Baird et al., 2023; Phan et al., 2023; Nuhu et al., 2019)

A third research gap relates to the integration of MCS and risk management, as the public
sector literature shows that the two systems often develop in parallel despite conceptually having
a close relationship in decision-making and uncertainty control (Bracci et al., 2024; Bracci et al.,
2022).
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The fourth research gap is related to the Indonesian context, because although research
on government internal control and performance accountability in Indonesia has developed, the
integration between MCS as a management package, institutional pressures, organizational
capabilities, risk governance, and public value is still relatively limited (Rahmasari & Setiawan,
2022; Maharani, 2021; Winarna et al., 2021).

Based on the research gap, this study asks the main question: how does MCS affect the
performance of public sector organizations, through what theoretical mechanisms does this
relationship occur, and what conditions cause MCS to be effective or produce unintended
consequences? This research is to synthesize research evidence on MCS and the performance of
public sector organizations, identify the theories used, map research variables and methods,
identify research gaps, and develop relevant research agendas for Indonesian public sector
organizations.

LITERATURE REVIEW
Agency Theory

Agency Theory explains the relationship between principals and agents that can cause
information asymmetry and conflicts of interest (Jensen & Meckling, 1976). In the public sector,
the public, legislative, and central government can be positioned as the principal, while
bureaucrats and managers of public organizations play the role of agents in the implementation
of public programs. MCS can reduce agency problems through targeting, monitoring, reporting,
performance measurement, auditing, and internal control (Jensen & Meckling, 1976). However,
target-based control can also cause dysfunctional behavior if indicators are used narrowly as a
pressure tool (Castelo & Gomes, 2024; Van der Kolk, 2022).

Contingency Theory

Contingency Theory explains that the effectiveness of a control system depends on the
suitability between the system and the conditions of the organization and its environment (Otley,
1980). In MCS, the theory means that effective control design in organizations with stable
environments is not necessarily effective in organizations that face high uncertainty (Chenhall,
2003). In public sector organizations, contingency fit becomes important because governments
have different bureaucratic structures, levels of regulation, stakeholder complexity, and objective
characteristics than business organizations (Felicio et al., 2021). Therefore, public sector MCS
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research should not only ask whether MCS improves performance, but also when, under what
conditions, and through what mechanisms MCS improves performance.

Institutional Theory

Institutional Theory explains that organizations not only adapt to increase efficiency, but
also to gain legitimacy from the institutional environment (Meyer & Rowan, 1977). (DiMaggio
and Powell, 1983) explain that organizations can experience coercive, mimetic, and normative
isomorphism. In the public sector, the adoption of performance measurement, internal control,
risk management, and sustainability control can be influenced by regulations, professional
standards, government demands, and other organizational practices (Modell, 2022). Modell
(2022) shows that institutional research on public sector performance measurement needs to
move from simply looking at the influence of institutions on practice to understanding how
performance measurement practices also shape institutions.

Levers of Control

(Simons, 1995) describes the four levers of control, namely belief systems, boundary
systems, diagnostic control systems, and interactive control systems. Belief systems
communicate organizational values and direction, boundary systems limit unwanted behaviors,
diagnostic controls monitor the achievement of targets, while interactive controls encourage
dialogue and strategic learning. Empirical evidence suggests that these four mechanisms should
not be understood as substitute options because the combination of several mechanisms can
create better control effectiveness (Baird et al., 2023; Phan et al., 2023). Therefore, public sector
MCS is more accurately understood as a control package than a single control tool.

Resource-Based View

The Resource-Based View states that organizational excellence can come from valuable,
rare, inimitable, and non-substitutable resources and capabilities (Barney, 1991). In the public
sector, MCS can be seen as an organizational infrastructure that helps organizations develop
decision-making, coordination, learning, and resource allocation capabilities. Thus, MCS not only
functions as a monitoring mechanism, but can also be a resource that supports the development
of organizational capabilities (Phan et al., 2023).
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Dynamic Capabilities Theory

Dynamic Capabilities Theory describes the ability of organizations to sense, seizing, and
transforming in the face of environmental changes (Teece et al., 1997). This perspective is
relevant for the public sector because government organizations must adapt to technological
changes, crises, societal needs, and policy changes. Within this framework, MCS can be a sensing
mechanism through performance information, seizing through decision support, and
transforming through organizational learning and strategic adaptation (Weber et al., 2024; Baird
et al,, 2023).

Public Value Theory

Public Value Theory emphasizes that the success of public organizations is not only
determined by internal efficiency but also by the ability to generate value for society and public
stakeholders (Moore, 1995). Therefore, MCS that is only oriented to costs or administrative
targets does not necessarily reflect the success of public organizations. Public value expands the
definition of performance from financial performance to service quality, citizen outcomes,
accountability, legitimacy, equity, and societal outcomes (Castelo & Gomes, 2024; Moore, 1995).

RESEARCH METHODS
This study uses the Systematic Literature Review (SLR) approach to identify, evaluate, and

synthesize research on MCS and the performance of public sector organizations. The SLR
approach was chosen because research on public sector MCS is developing in various disciplines,
including management accounting, public administration, public management, organizational
theory, and performance management (Van Helden & Reichard, 2016). Review reporting follows
the principles of PRISMA 2020 because the guidelines are designed to increase transparency
regarding the reasons for review, the process of identifying studies, selection, and synthesis of
research results (Page et al., 2021). PRISMA 2020 provides a 27-item checklist and flowchart to
assist in transparent systematic review reporting.
3.1 Review Questions
The review questions are structured as follows:

RQ1: What is the most widely used theory in MCS research and the performance of public

sector organizations?

RQ2: How does MCS affect the performance of public sector organizations?
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RQ3: What variables play a role as mediators, moderators, or mechanisms in the
relationship between MCS and performance?
RQ4: How is MCS used to deal with risk, uncertainty, digitalization, and organizational
resilience needs?
RQ5: What research gaps can be on the next research agenda, especially in the Indonesian
context?
3.2 Search Strategy
The main keywords used in literature searches are combinations:
1. Management control system, public sector and performance
2. Management control system, public organization and performance
3. Management control, government and performance
4. Management control system, public sector and risk
5. Management control system, public sector and resilience performance
The literature is prioritized in peer-reviewed journal articles, systematic review articles, and
conceptual articles that have verifiable DOls.
3.3 Inclusion Criteria
Articles are included when they meet the following criteria:
e Discuss MCS, management control, performance measurement, management
accounting control, or control package;
e Have a substantive relationship with a public sector organization or provide relevant
theories to explain the public sector MCS;
e Discuss organizational performance, public performance, accountability, resilience, risk
governance, organizational capability, or relevant outcomes;
e Published in academic journals;
e Have verifiable publisher DOIs or metadata;
e Prioritized in the 2021-2025 article for the latest evidence, with fundamental theory
articles still used as theoretical foundations.
3.4 Exclusion Criteria
An article is issued if it only discusses financial accounting without a relationship with
management control, only discusses the private sector with no theoretical contribution to MCS,
is an editorial with no conceptual contribution, or metadata and DOIs cannot be verified.
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RESULTS OF SYSTEMATIC LITERATURE REVIEW
4.1 Evidence Base

Based on the literature search and verification carried out for the preparation of this
manuscript, the core 40 articles are used as an evidence base. The number 40 is the number of
studies used in the synthesis of the manuscript, not the claim of the total number of articles found
on Scopus or the Web of Science. This distinction is methodologically important. PRISMA requires
that the number of records identified, screened, assessed for eligibility, and included in the
review be reported transparently (Page et al., 2021). Therefore, the PRISMA identification
number must be filled in from the results of the Scopus/WoS/ScienceDirect database export that
the researcher actually uses, and should not be made based on search engine estimates.
4.2 Synthesis of Findings

Table 1. Distribution of Theory

Ke
i v . Number of Articles Percentage
Perspectives/Theories
Contingency Theory 4 10.0%
Institutional Theory 6 15.0%
Levers of Control 7 17.5%
Agency Theory 2 5.0%
Resource-Based View /
) . 2 5.0%
Dynamic Capabilities
Performance
Management / 3 7.5%
Measurement
Risk Governance / Risk
3 7.5%
Management
Internal Control 3 7.5%
Management Control 6 15.0%
Information Systems 1 2.5%
Performance Auditing 1 2.5%
Methodological /
. . 1 2.5%
Evidence Synthesis
Theory Development 1 2.5%
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Main Perspective/Theory Distribution Table (processed from 40 studies in the MCS Literature

Review Matrix).
Table 2. Distribution of Method

Method Number of Articles Percentage
Quantitative 9 22.5%
SLR 8 20.0%
Survey 6 15.0%
Case study 4 10.0%
fsQCA 1 2.5%
Empirical study 1 2.5%
Reflective review 1 2.5%
Conceptual review 1 2.5%
Review 1 2.5%
Literature review 1 2.5%
Exploratory study 1 2.5%
Mixed/empirical 1 2.5%
Multiple case study 1 2.5%
Quantitative/Conceptual 1 2.5%
Empirical 1 2.5%
Methodological review 1 2.5%
Methodological framework 1 2.5%

Research Method Distribution Table (based on the input in the MCS Literature Review Matrix).

Table 3. Distribution of Country

Country/Context Number of Articles Percentage
Indonesia 11 27.5%
Public sector 7 17.5%
International 6 15.0%
Australia 4 10.0%
Portugal/public organizations 1 2.5%
Local public sector 1 2.5%
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Country/Context Number of Articles Percentage
Government, health,

. 1 2.5%
education
Global/public administration 1 2.5%
Brazil/Portugal 1 2.5%
Italy/public government 1 2.5%
Vietnam/public sector 1 2.5%
Sweden/public employment 1 2.5%
Netherlands 1 2.5%
Malaysia 1 2.5%
Portugal 1 2.5%
Brazil/organizations 1 2.5%

Country/Context Distribution Table (based on the fields in the MCS Literature Review Matrix).

SYNTHESIS OF FINDINGS
5.1 MCS and Performance: Non-Linear Relationships

The synthesis shows that the relationship between MCS and public sector performance
cannot be reduced to a direct relationship "the stronger the control, the higher the performance".
Contingency Theory explains that the effectiveness of MCS depends on the fit between control
design and organizational conditions (Chenhall, 2003; Otley, 1980). Important evidence is that
MCS configuration can be associated with the achievement of public organizational goals, but the
findings also point to the importance of understanding MCS as a package (Felicio et al., 2021).
These findings mean that the existence of individual budget control, performance indicators,
internal control, or reporting systems does not necessarily result in performance if they are not
integrated with decision-making strategies and processes (Chenhall, 2003; Simons, 1995).
5.2 Performance Measurement Is Not the Same as Performance Improvement

Performance measurement is one of the elements of MCS, but performance
measurement is not synonymous with performance improvement (Van der Kolk, 2022).
Measurement only produces information, while performance improvement requires the use of
information for decision making, learning, resource allocation, and corrective action.
Performance measurement in the public sector faces ambiguity because public goals have many
dimensions and often contradict each other (Oppi et al., 2022).
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Fairness, subjectivity, and clarity affect performance measurement outcomes. Implicitly,
MCS research should not only use performance measurement as an independent variable, but
also assess how performance information is used (Van der Kolk, 2022).

5.3 Diagnostic Control and Interactive Control

Diagnostic control as a monitoring mechanism for the achievement of targets with
interactive control as a mechanism for strategic dialogue and organizational learning (Simons,
1995). In the public sector, diagnostic control is needed because the government must be
accountable for the achievement of targets, budgets, and regulations, while interactive control is
needed because organizations must respond to uncertainty, community needs, and
environmental changes (Felicio et al., 2021; Simons, 1995;).

Belief systems, interactive controls, and diagnostic controls can support organizational
resilience (Baird et al., 2023). Positive control systems can be related to organizational resilience
and workplace flexibility, which in turn contribute to organizational performance (Phan et al.,
2023).

The findings provide support for the MCS model - organizational capabilities -
performance, not just the MCS model - performance.

5.4 MCS as an Organizational Capability Builder

The Resource-Based View explains that organizational resources can produce excellence
if the organization is able to develop capabilities that are difficult to replicate (Barney, 1991). In
the context of MCS, a control system can be an infrastructure that helps organizations develop
coordination skills, information processing, learning, and adaptation. Organizational resilience
and workplace flexibility act as mechanisms that connect positive control systems with
organizational performance (Phan et al., 2023).

These findings indicate that MCS can be positioned as a capability-enabling mechanism.
Thus, MCS's contribution to performance does not always occur directly.

5.5 MCS and Organizational Resilience

Resilience becomes increasingly relevant after public organizations face health crises,
economic disruptions, technological changes, and policy uncertainty. Systematic review shows
that MCS can be designed into a resilience-oriented management control system (Weber et al.,
2024).

Specifically, it shows the relationship between management accounting control systems,
risk governance, and organizational resilience in public sector organizations. The study places
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continuous planning, internal control, performance measurement, and risk management as
interrelated elements in increasing resilience (Pham and Vu, 2025).

The findings expand the function of MCS from performance control to resilience
infrastructure.
5.6 Risk Management and MCS Integration

The integration of risk management and management accounting control systems in
public sector organizations is still not optimal (Bracci et al., 2022). Furthermore, it shows that
performance management and risk management need to be understood as practices that can
support each other when organizational actors are able to integrate them (Bracci et al., 2024).

Thus, an important research agenda is to develop a risk-oriented MCS, namely an MCS
that incorporates risk information into planning, budgeting, performance measurement, strategic
review, and decision making.
5.7 Digitalization as a New Condition of MCS

Digitalization changes the way information is collected, processed, and used in control.
Business intelligence can support the integration of MCS and business process performance in
public organizations (Elbashir et al., 2022). From the perspective of Contingency Theory,
digitalization changes the information-processing capacity of organizations so that MCS design
needs to adapt to technological capabilities and information uncertainty levels (Chenhall, 2003).

Thus, digital transformation is not just a technological variable, but can be a contingency
factor that changes the relationship between MCS and performance.

THEORY INTEGRATION
Theory Integration
The results of the review show that there is no single theory that adequately explains the

overall relationship between MCS and public sector performance.

- Contingency Theory explains when MCS is effective.

- Agency Theory explains why organizations need monitoring and accountability.

- Institutional Theory explains why organizations adopt certain control practices.

- Levers of Control explains how controls are used.

- Resource-Based View explains how MCS becomes an organizational resource.

- Dynamic Capabilities Theory explains how MCS helps organizations adapt.
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- Public Value Theory explains for whom and for what purposes public sector performance
should be produced.
The synthesis results in a conceptual framework:
Institutional pressures + environmental uncertainty + digitalization
N
MCS package
N2
Diagnostic control + interactive control + belief systems + boundary systems + performance
measurement + risk control
N2
Organizational capabilities
(learning, flexibility, resilience, coordination, decision quality)
N2
Organizational performance

N2

Public value

The framework combines contingency, institutional, control package, capability-based,
and public value approaches simultaneously.

RESEARCH PROPOSITIONS

Based on the results of the synthesis, this study develops the following proposition.

e P1

The higher the conformity between the MCS design and the characteristics of the public
organizational environment, the higher the effectiveness of MCS in improving organizational
performance. This proposition is based on Contingency Theory which places organizational fit as
the main condition of control effectiveness (Chenhall, 2003; Otley, 1980).

e P2

The simultaneous use of diagnostic and interactive MCS has a stronger effect on organizational
performance than the dominant use of diagnostics.
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This proposition is based on the Levers of Control because diagnostic control maintains the
achievement of targets while interactive control encourages learning and adaptation (Baird et al.,
2023; Simons, 1995).
e P3
Organizational capabilities mediate the relationship between MCS and organizational
performance.
This proposition is based on the Resource-Based View and Dynamic Capabilities Theory because
MCS can provide the infrastructure to build resilience, flexibility, and organizational learning
(Phan et al., 2023; Barney, 1991).
o P4
Institutional pressures moderate the relationship between MCS and organizational performance.
This proposition is based on Institutional Theory because the adoption and use of MCS can be
influenced by coercive, normative, and mimetic pressures (Modell, 2022; DiMaggio & Powell,
1983;).
e P5
The integration of risk management into MCS reinforces the influence of MCS on organizational
resilience. This proposition is based on the findings of Bracci et al. (2022), Bracci et al. (2024),
Weber et al. (2024), and Pham and Vu (2025).
e P6
Digital capability strengthens the relationship between MCS and organizational performance.
This proposition is based on evidence that business intelligence can strengthen integrated
management control and business process performance in public organizations (Elbashir et al.,
2022).
e P7
Public value orientation extends the MCS—performance relationship from administrative
performance to societal and citizen outcomes. This proposition is based on Public Value Theory
which places public value as the primary goal of public organizations (Moore, 1995).

The results of the review show that there is no single theory that adequately explains the
overall relationship between MCS and public sector performance.
Contingency Theory explains when MCS is effective.
e Agency Theory explains why organizations need monitoring and accountability. Institutional

Theory explains why organizations adopt certain control practices.

1948
IJEVSS, Volume 05 Issue 04, 2026

Copyright at authors some right reserved this work is licensed under a Creative
Commons Attribution-ShareAlike 4.0 International License



http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/

International Journal ol Educaiion, Vocalional and Social Science

htips:/ /e-journal.citakensulfindo.or.1d /index.php /1JEVSS -E-V S ‘
E-ISSN : 2963 4954 ” >

e Levers of Control explains how control is used. Resource-Based View describes how MCS
becomes an organization's resource. Dynamic Capabilities Theory explains how MCS helps
organizations adapt. Public Value Theory explains for whom and for what purposes public
sector performance should be generated.

The synthesis results in a conceptual framework:

Institutional pressures + environmental uncertainty + digitalization
N2
MCS package
N
Diagnostic control + interactive control + belief systems + boundary systems + performance
measurement + risk control
N2
Organizational capabilities
(learning, flexibility, resilience, coordination, decision quality)
N2
Organizational performance
N2
Public value
The framework combines contingency, institutional, control package, capability-based, and
public value approaches simultaneously.

Based on the results of the synthesis, this study develops the following proposition.

e P1

The higher the compatibility between the MCS design and the characteristics of the public
organizational environment, the higher the effectiveness of the MCS in improving organizational
performance.

This proposition is based on Contingency Theory which places organizational fit as the main
condition of control effectiveness (Chenhall, 2003; Otley, 1980).

o P2

The simultaneous use of diagnostic and interactive MCS has a stronger effect on organizational
performance than the dominant use of diagnostics.
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This proposition is based on the Levers of Control because diagnostic control maintains the
achievement of targets while interactive control encourages learning and adaptation (Baird et al.,
2023; Simons, 1995).

e P3

Organizational capabilities mediate the relationship between MCS and organizational
performance.

This proposition is based on the Resource-Based View and Dynamic Capabilities Theory because
MCS can provide the infrastructure to build resilience, flexibility, and organizational learning
(Barney, 1991; Phan et al., 2023).

o P4

Institutional pressures moderate the relationship between MCS and organizational performance.
This proposition is based on Institutional Theory because the adoption and use of MCS can be
influenced by coercive, normative, and mimetic pressures (Modell, 2022, DiMaggio & Powell,
1983).

e P5

The integration of risk management into MCS reinforces MCS's influence on organizational
resilience. This proposition is based on findings (Pham and Vu, 2025), (Bracci et al., 2024), (Weber
et al., 2024), (Bracci et al., 2022).

e P6

Digital capabilities strengthen the relationship between MCS and organizational performance.
This proposition is based on evidence that business intelligence can strengthen integrated
management control and business process performance in public organizations (Elbashir et al.,
2022).

e P7

Public value orientation extends the MCS—performance relationship from administrative
performance to societal and citizen outcomes. This proposition is based on Public Value Theory
which places public value as the primary goal of public organizations (Moore, 1995).

RESEARCH GAP AND RESEARCH AGENDA

Indonesia's research gap is very important because local research has shown that
government internal control is related to performance and accountability, but most studies still
separate internal control, accountability, information technology, and organizational
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commitment as separate variables (Safkaur et al.,

et al., 2021;).

[ LAAN

2024; Rahmasari & Setiawan, 2022; Winarna

Thus, the contribution of future research is no longer just to test whether internal control

has an effect on performance, but to test how the entire MCS package works through

organizational capabilities to generate public value.

Table 2. Research Gap and Research Agenda

Research gap

Limitations of the literature

Research agenda

Fragmentation of

The research uses the theory

Multi-theoretical MCS

internal control

theory separately model
) ) Many studies test MCS - Mediation through
Direct-effect bias o
performance capability
Risk-control Risk management and MCS are | Integrated risk-oriented
separation often separate MCS
L Technology is often treated as a | Digital capability as a
Digitalization
tool moderator
Institutional MCS adoption has not always Coercive, normative,
pressure been institutionally explained mimetic pressures
. Public sector evidence is still MCS - resilience >
Resilience o
limited performance
) Performance is often measured | Citizen outcomes/public
Public value o )
administratively value
) Evidence is still dominant in
Indonesia Integrated MCS package

Level of analysis

Lots of
individual/organizational
studies

Multilevel MCS research

Longitudinal
evidence

Numerous cross-sectional
studies

Longitudinal/quasi-
experimental design
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THEORETICAL IMPLICATIONS

Theoretically, this study shows that public sector MCS is more precisely explained through
a combination of theories rather than a single-theory approach.
Contingency Theory explains environmental fit, Institutional Theory explains adoption and
legitimacy, Levers of Control explains control use, Resource-Based View explains capability
development, Dynamic Capabilities Theory explains adaptation, and Public Value Theory explains
the final goal of public organizational performance.
Thus, the main conceptual contribution of this study is to shift the simple model:
MCS - Performance
become:
Institutional/Environmental Context - MCS Package -> Organizational Capabilities -
Performance - Public Value.
The model provides a more complete explanation of the mechanism for creating public sector
performance.

PRACTICAL IMPLICATIONS

Managers of public organizations should not only increase the number of performance
indicators because increasing the number of indicators does not automatically increase
performance (Oppi et al., 2022; van der Kolk, 2022). Public organizations need to integrate
performance measurement with strategic planning, budgeting, risk management, internal
control, and decision making because a fragmented system can reduce the effectiveness of
control (Bracci et al., 2022; Bracci et al., 2024).

Local governments also need to develop the use of interactive controls so that
performance information is not only used for past evaluation but also for learning and adaptation
to environmental changes (Baird et al., 2023; Simons, 1995).

Digital capabilities also need to be strengthened because the integration of business
intelligence can improve the ability of organizations to use information for control and business
process performance (Elbashir et al., 2022).
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RESEARCH LIMITATIONS

The main limitation of this study is that the evidence base comes from verifiable literature
through publisher sources, DOIs, and academic repositories, so this study cannot claim to be a
census of all articles available on Scopus and the Web of Science. In addition, the 40 core articles
include direct public sector research as well as general MCS research that has a theoretical
contribution to explaining the public sector. This separation is necessary because direct evidence
on public sector MCS is still relatively limited compared to the overall MCS literature (Felicio et
al., 2021).

The next limitation is the heterogeneity of research methods because the evidence base
includes surveys, case studies, fsQCA, systematic review, and conceptual research. This
heterogeneity makes quantitative meta-analysis inappropriate without harmonization of effect
measures.

CONCLUSION

This Systematic Literature Review shows that MCS has an important role in improving the
performance of public sector organizations, but the relationship is neither automatic nor linear.
Contingency Theory shows that the effectiveness of MCS depends on the suitability of the system
to the organizational context, while Agency Theory explains the need for monitoring and
accountability (Chenhall, 2003; Otley, 1980; Jensen & Meckling, 1976). Levers of Control shows
that effective MCS requires a balance between diagnostic control and interactive control so that
organizations are able to maintain accountability while developing learning and adaptation (Baird
et al., 2023; Simons, 1995).

Institutional Theory shows that some MCS practices can be adopted due to regulative,
normative, and mimetic pressures, so the existence of a control system does not necessarily
mean that the system is used substantively to improve performance (Modell, 2022; DiMaggio &
Powell, 1983; Meyer & Rowan, 1977). The Resource-Based View and Dynamic Capabilities Theory
further show that MCS can serve as an infrastructure to build organizational capabilities such as
flexibility, learning, resilience, and decision quality (Weber et al., 2024; Barney, 1991; Phan et al.,
2023). Recent evidence also suggests that the integration of MCS with risk management is
increasingly important as public sector organizations face uncertainties and crises that cannot be
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addressed with traditional performance measurement alone (Pham & Vu, 2025; Bracci et al.,
2024; Bracci et al., 2022)

Thus, the main contribution of this research is to develop the understanding that public
sector MCS should be positioned as an integrated management infrastructure that connects
strategy, performance measurement, risk management, organizational capabilities, and public
value. Future research especially needs to test the MCS model - organizational capabilities -
organizational performance - public value with institutional pressures, environmental
uncertainty, digital capability, and risk governance as contextual variables.

In the Indonesian context, the next empirical research can test the model in local
governments using a combination of Contingency Theory, Institutional Theory, Levers of Control,
Dynamic Capabilities Theory, and Public Value Theory so that MCS research does not stop at
testing the relationship between internal control and performance directly.
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