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ABSTRACT

(r:\;)l?epe{;t;v; ;omehes In Sri Lanka ha.ve a lqng z.md rich history from British

: In purpose of a cooperative society is to meet the common needs
of t.he-peopl-e In societies around the world. In Northern Province, cooperative
societies failed to record a remarkable performance during the past years.
Therefore, the study attempts to analyze the relationship between the
management controls system and the performance of cooperative societies in
the Northern province of Sri Lanka. For the study purpose, 319 questionnaires
were received and analyzed. The finding of the study revealed that the logistic
regression model was statistically significant. The model explained 31.7.0%
(Nagelkerke R?) of the variance in performance and correctly classified 93.1%
of cases. From the study results, researchers recommend the following: sharing
the vision, mission, and objectives of Cooperatives among their staff will lead
to higher performance of cooperatives. Cooperatives should increase face-to-
face meetings with employees, which will lead to better performance of
cooperatives. Diagnostic control has a negative significant relationship with
performance. It shows that employees do not like to work under the traditional
management control system. Therefore, the valuation standards and incentives
scheme of employees should be modified.

Keywords: management control system, diagnostic control systems, belief
control systems, interactive control system, performance

1. Introduction b o o

Different managers perform different responsibilities in an orgar.n.zz}tlop, anfi therefo‘re,
different kinds of information are needed by them to manage the activities in their respef:tlve
areas. The management control system should be able. to develop, {;ath.er, and comr‘numcate
information to the management at different levels in .the org?mzatlon. ('lon.trolhng as a
function of management is of great value and importance In a business organization to ensure
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that the actual state of affairs of a business is along the lines of what is expected to be. oy

\ - p . . €o
the most obvious benefits of controlling function 18 that it pI'O;’lldeS ac?ura.te. lIlfOI‘maﬁOH 01f
what is wanted for an effective decision-making process as well as maintaining the effectiy,

functioning state of a business. However, in Sti Lanka, we have very limited knowleg 5

regarding their Management Control System (MCS). MCS are important tools SUpportip,

+ e ; . : i anagement c i
organizational learning and innovation, as the premise of manag ontrol s tg ensyr,

the attainment of organizational objectives.

A cooperative society is established for the purpose of fulfilling the common neegg of

the people in the world. A cooperative society is a form of organization where members joi,

together as human beings to satisfy their common economic, soc1al', and. C.u'ltlll‘a1 needs. They
are also expected to supply needed goods on one hand, and credl.t facilities and Marketing
products on the other hand. The emphasis is not on profit-making and the CoOperativeg
should work on a no profit-no loss basis. In Sri Lanka, the Department of Cooperatiye
Development had started on 1st October 1930 under the name of Department of Cooperative,
and later in the year 1945, it changed the name to the Department of Cooperative
Development. Sri Lanka has very limited knowledge regarding manageme.nt control systems,
MCS are important tools supporting organizational learning and innovation, as the premise
of management control is to ensure the attainment of organizational objectives. The combina-
tion of performance-driven behaviour and regular use of management control systems leads
to improved results (Darja & Metka, 2008). This task can be accomplished by using
diagnostic measures as a way to improve operational effectiveness, and the other three types
of control measures as a way to mitigate its negative effects on employee creativity (Kimura &
Mourdoukoutas, 2000). A cooperative society is established for the purpose of fulfilling the
common needs of the people in the world. The business is accepted as distinguished to

achieve sustainable development and at the same time, it strictly adheres to social

responsibility and ethical values. There is a huge investment employed during the last four

years by cooperative societies in the Northern Province. Since the overall performance is not

at the expected level, there is a need to examine them in terms of their financial and

operational performance so as to establish their current status in terms of assets utilization,

the performance of their business activities, and see whether they satisfy the needs of their

stakeholders (Mangaleswaran & Alfred, 2014).

1.1. Problem statement

many organizations, such as the Worlg Bank
facilities were provided by these organizatio
The facilities were given in the form of hujig

performance of cooperativeg is not at the

ave been supported by
g agencies, and NGOs. Many

ns for reestahlicl.s ’ S.

ings, e(;s::;:::::ts hmg. Cooperatives in the North.

€xpected Jeyg], » Vehicles, factories, etc., but the

» Various donop

A Management Contro] §
; i A ste ; ;
them in making decisiong accgrdim Provideg Informatiop to
: "8 10 their plap, and ob.rn anagers in order to assist
Jectives. There al
. are several
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deﬁniﬁlzr;s‘j;glven by previous authors, Such ag Anthony (196
(1994 . 1965); Chenhal (4, .
03); Simong
simon (1994) explains MCS 4 «
rocedures managers use to maj _the formay, informati b
and fshell control is a policy or plc nt(;un or modj Patterng inn' ased day to day activities
anu » COnt ocedure that fa; OTganizational aotivieiao
goal and objectl.ves are met. Further, he introdﬂcegl;tates AN organizatioy ¢, en:,tllmis . I n
controlling business strategy: belief, bouﬂdary i, our ke.,y vari re that its
Flamholtz and Randle (2000), Mcg . > Qlagnostic, apq

' . Was import Interactive, Aceorg;
liberated top managers' attention from processfs thalzt for Organizational growh asln%hto
rovided them with information when  thejp at could be ¢ ey

repetitive tasks. Kober et at., (2007)’s findin

€ recognized i
enhanced performance, there needs to be a i -

Researchers wish to apply the concepts of mana
societies in the Northern province. Before applying this concept there is a need to find the
existing pattern of the management control system and its influence on the performance in
cooperatives. Therefore, the research addresses the research question what is the relationship

between the Management Control System and the performance of cooperative societies in
Northern Province.

gement control systems in cooperative

Cooperative societies in the Northern Province are expected to take part in uplifting
the lives of vulnerable people and displaced communities. During the conflict, they
lostconsiderable assets and most of their administrative records were lost. In the meantime,
during the past three years, they have been supported by many organizations such as
Department of Cooperative Development (DCD) and various donor agencies a}nd_ NGOs.
Many facilities were provided by these organizations for improv.ing, reestabhshn}g.and
establishing the co-operatives in the North. The facilities were given in the form of buildings,

equipments, vehicles, factories etc

2. Literature review g
Asiligwa and Rennox (2017) did a study guided by the agency theory to test e;“’gﬁigy,;}ﬁz
“ffects of internal control on cooperative performance in tertiary mst}l;tutl:(rllihat inade(.luate
Study used a cage study research design. The findings of t.he research : :1w0f e et
%affing of the institution's internal audit affects the internal contr

S0Cletine’
leties’ performance.

control systems in cooperative

: . internal ,
Hayali et al., (2014) studied the importance SLIIEE an internal control system 18

. - f
Seties; evidence from Turkey. In this study, the importance ®
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e analyzed. The reseay, ;

the cooperative systli”; ;;pted to the international}]l :ta(’“'ed fh
acts (:no ihe coopel'“t"fes a in the cooperative syster In a’da'n
the internal control actlvlt]lt‘;‘o | procedures emslﬁt impact on the strong and Stable dd‘ﬁon,

1V (0) "€ . “

Turkey and effective cl mechanisms have agl2016) investigated “the Managenm, %kq
efficient internal contro joties. Antonio € 8+ Sy firms”. The purpose of thig .ty
Turkish cooperative socl all and medium f utilization of the management cz lsg,

in sin ee 0
rformance in smat e degr . I
systems and pe uence impacts th the former and performance. Thig o -ty

‘hether family influence 17 een . _pa s . Study
analyze ‘;\?CCIS ), and the relationship betw both family and non-family busmesse& (]
system (MCS% se fewer management conty

: i le o
carried out using a samp mily ce on busines. )
findings of the study show that fa fluen perfonnance’

of MCS
family firms, and the use
than non-family ] analysis o0 “the effects of management

expressed, also its imp

g efiects of m; Conty
a;le an englz:fnminorit}"owned businesses”. This study aqq ]
ormanc

anagement control systems, business Strategy, -
ty-owned manufacturing businesses, Dyt a

icipants selected from a population of 268
collected from a randofr;c ;arlilllgebzii;’:szgsp ?nrtlhg United States. The result of thjg Stﬁdg
manfg'°ﬂv::f dﬁl:::scl:lial and non-financial-based management f:on'frol Systems gpq
S?Ffzieitiation strategies were significantly positively relat(i:d tf) organizational performan,
Low-cost leadership strategy was positively related to organizational performance but wag ot

statistically significant.

Raymond, (2016) m

tegy on per
systems and stra . ]
the perceived relationships f:lmong minori
organizational performance 1n U.S. m

Anthony and Govindarajan (2001) explained framework, on the other hand, showeq
the interrelationship between the management control system, firm structure, firm culture,
and human resource management in order to get the management control system to work

.

mployees in order to develop skill and

Si Im's strate ,

b:l?eofn:y(lg%) bffamework Proposed fouy lev?;sorfd °! 1o implement the intended strateg
. 0 :

implementatiy, undary di control that were inter-related; namelh

; » Qlagnogtic g )
echanjsm ystems, anq Interactive control systems. The

1n §im ony ap : :
15 (1995) fouy leverg OfcomelGowndaraJan (2001) framework could b

Methods of interviews ‘fnd

0 inc T Organjyqq: S0me questions reg
of t ude ¢ Zatiop . aire 0
etieg he Stug n parcheedSepara ¢ pa ril] StFUCture. The questhﬂnalr

» Ue
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e &
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d C, are MCS-related i
parts B and C, ' variables anq
and dependent variables of this research. Her D ormance Variables,

; such ag i
total population of the study are as follows, ndependent

S have been used. The

Table 1: Population

“District Population
ot Pro —
—fa T Posed Sample (50%)
Mullaithevu 220 607 N
Manner 193 191;’
X;lv;rggl?chi - 115
193 97
1026

Source: Department of Cooperative Development (2012)

Table 1 shows that around 2050 cooperatives are registered in the Cooperatives
Department, but the nature of the business, amount of capital invested, and the number of
employees working is different. Further, some of them are branches of a cooperative society.
Therefore, researchers decided to select 50% of cooperatives in each district.

The researchers issued 1026 structured questionnaires among cooperative societies
using the stratified random sampling method, but only 319 completed questionnaires were

received.
Table 2: Operationalization of Variables
Concepts Variable Indicator Measurement
Demographics Gender Questions Part A
variables Age (a—j)
Educational level ‘
Employment Working Years
Belief control Mission and vision Part B
system statements (6,7,8,9,10)
Core values
Diagnostic control Budgetary Part B
performance (19,20,21,22,23)
Variance analysis
Costing Part B
i ustomer a
Interactive control gatisfaction (1.12,1314,15)
Meeting
Participating in the
decision-making
process G
Financial SR }n ROIket f1?2,3,4,5,6:7:8)
performance Changes in mar
share
Changes NP

byresearchers e
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n of the study

3.2. Conceptualizatio
Belief control system
Perform
Diagnostic control ! ance

[nteractive control I
Figure 1:

zation

Conceptuali

speciﬁcation

development & model
re developed based on Jamil and Rapiah

h model and hypotheses 2
008) studies’ findings.

3.3. Hypotheses
The following researc
(2013); Darja and Metka (2

nificant relationship between the management control system and

Ho: There is no sig

the performance ‘
Hi: There is a significant relationship between the management ¢
the performance

ontrol system and

4. Data analysis
Data Analysis is the process of systematically applying statistical and/or logical techniques to
and evaluate data. For this study, researchers

describe and illustrate, condense and recap,
used the following statistical tools and methods have been utilized to analyze the data.

e Descriptive statistics
o Inference statistics

A binomial logisti : .
one of two categocl)'ig(::nf)fref rfIS'SIl;m predicts the probability that an observation falls int®
independont varisbles. that canlcb:tzfg;)us dependent variable based on one or Mo
researcher has three inde either continuous or categori is study, the
N pendent variables that are ¢ ) gorical. In this & 4
egorical. ategorical and a dependent variable at

P=pX +p4,X, +B,.X, +&

Where

P is Performance

X i:sBelief Contro]

Xz is In'teradive control
X3 is Diagnostic contro]

4’1! Demo
Braphj ,
Generally, indjyigy, : Presentation of eppp)
{ yees




and presents information with regards to the demographic profile of th
e

summarizes
respondents.
Table 3: Frequency Analysis
— Frequency Percent Valid Cumulative
Percent Percent
~Gender Male 266 83.4 83.4
Female 53 16.6 166
Total 319 100.0 100.0
Age 20-30 81 25.4 25.4
31-40 224 70.2 70.2
Over 41 14 4.4 4.4
Total 319 100.0 100.0
Education School Level 207 64.9 64.9
Level University 112 35.1 35.1
level
Total 319 100.0 100.0
Working =~ 05 127 39.8 39.8
Years 6-10 96 30.1 30.1
11-15 75 23.5 23.5
More than 16 21 6.6 6.6
Total 319 100.0 100.0
“Source: SPSS output
Frequency
g More than 15
E 11to 15
¥ 06to 10
go 0to5
c
L
“
§ § University level
P School Level
v Over 40
< 30-40
20-30
:
£ Female
1]
Male
50 100 150 200 250

Figure 2: Frequency Distribution
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Table 4: Case Processing Summary

N Percent 1
Unweighted Cases" ; ) 319 100.9
Selected Cases Included in Analysis o o
‘ota
0 .0
Unselected Cases 319 100.0
Total

. mber of cases,
a. If weight is in effect, see the classification table for the total nu s~
Source: SPSS output

The case processing summary shows that 319 respondents have participateq the
study and there is no missing information.

Table 5: Block o Classification Table

Observed Predicted Performance Percentage
Correct
Lower High
performance Performance
Stepo Performance Lower 0 26 .0
performance
High 0 203 100.0
Performance
Overall Percentage 01.8
a. Constant is included in the model].

b. The cut value is .500
Source: SPSS output

Above Table 5 shows the Block 0

. output which is for 5 model that includes only the
constant. A higher leve] of performance jg

indicated by (293/319 ) the 91.8% in the model.

Table 6: Omnilyg Tests of Mode] Coefficients
-Step 1 St Chi-square df s
Blzlc)k 46.922 5 o0~
— Mode] i : 'OOO
T 46.920 .
ce; SPSS outpyt : — 1
The overy)) mode] jg stahstxcally signj
Nagelkerke R
Square
cay =2 N
se Parameteay estimateg changed by
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This Table contains t!\e Cox & Snell R Square and Nagelkerke R Square values, which
th methods of calculating the explained variation. The management control syst;m v:ill
rance ranges from 13.7% to 31.7% depending on the reference of Cox & Snell

Reor Nagelkerke R2 methods, respectively.

are b0
nfluence perforn

Table 8: Hosmer and Lemeshow Test

—Step Chi-square Sig.
- 1 3.613 .606

~Source: SPSS output

Above table Homers and Lemeshow test results revealed that there is no statistical
significance because p>0.05. A non-significant chi-square indicates that the data fit the

model WeH.

Table 9: Classification Table

Observed

Predicted Performance

performance

Percent
Correct

Performance

“Step  Performance Lower
performance

High
Performance
Overall Percentage

1

a. The cut value is .500
Source: SPSS output

Table 9 shows a high level of performance through the percentage of correctly
predicted cases with the observed characteristic compared to the total number of cases
predicted as having the characteristic. Here (287/(16+287)*100 = 94.71%, all cases predicted

as having a higher performance level 94.71% is correctly predicted.

The lower level of performance is (10/(10+6)*100= 62.5%. That is, of all cases
predicted are not in a higher level of performance, 74.3% were correctly predicted. The

overall percentage is 93.1%.

Table 10: Variables in the Equation

Sig.

. B
Step  BC
¥ Belief Control(1) -.436
Belief Control (2) 4.377
Interactive Control (1) 2.850
D%agnostic Control
Dfagnostic Control(1) -1.683
i Diagnostic Control(2) -2,002
~____ Constant 1.903

Lo R R S T N

.000
.609
.001
.000

077
053
025

074

Ce: : PSS output

a - =
arlable(s) entered on step 1: Belief Control, Integrative Control IA1, Diagnostic Control.
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.. orative control (1) had a statigt
d integrative C 4 ) Ca]]y 5
ol (2) an ve societies, but diagnostic contro] (2 OSitiy,

f Cooper ati . q
1'4(3)1'1ti0nship with the performance of cooperative SOCietjog i

In Table 9 belief contr
influence on the performance
negative statistical significance

Researcgl lrIEOdel ir?ce 1.903+4 377beliefcontrol+2.85oInteactivecontrol-2,002
erformance=1. '

Dignosticcontrol

e . ion

. Discussions and conclusion i
gelzrall » males are working in cooperative societies. The analyzczld results indicateq that
; % z, ondents are male and the remaining 16.6% of respon ents are female. Schy
83.4% of resp ysed data revealed that logistic regression mode] wag

leavers are joining this field. Anal iCye |
siz\t’istically sJigniﬁcant, x2(5) = 46.922, at 0.05 significant level (p< .05). The model explaineg

31.7.0% (Nagelkerke R2) of the variance in perform:imce.: and correctly classified 93,10/? of
cases. The belief control system is related to the organizational culture of the ﬁrm. where it is
surrounded by the shared vision and mission. This study was found not to be significantly
related and contribute to the level of cooperatives performance. In Northern cooperatives
societies, there is a moderate level of belief control which has a positive relationship with
performance. The relationship is statistically significant at 0.05 levels. Hunt and Auster
(1990) suggest that firms should integrate belief control systems in performance
management system design to increase people’s willingness to share knowledge to create
values and change their beliefs in measuring performance. This result is in line with Hunt and
Auster (1990) findings. The study suggested to cooperative societies sharing the vision,
mission, and objectives of cooperatives among their staff will lead to higher performance of
cooperatives. In some cooperatives, employees are not aware of their objectives. Therefore,

information about who they are, what are they doing, and how are they doing it should be
communicated to their staff,

records for their

‘ n

Suring thejy Perform resouree for this task too. Therefore,
ance accurately, Further, most of the

Not have the

Maintain; Proper facilities to ru?
Mance "INg a branch, Therefore they faced

accurate)

= accg:,n?-s Schaltegger et al., (2003)
to Stakeho]lng Information system, 15
ow t K

s kn i °rs. Therefore, by actively
Management monitors their
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erformance frequently with appropriate tools which is the proper desi

management system. Diagnostic control has a negative signiﬁcanfnr(g i:‘perfo.rmar?ce
performance. It shows that employees do not like to work under a traditiorlaz;lll(mshlp with
control system. Therefore, valuation standards and incentives schemes of em ]management
be modified. Cooperative societies make up a large part of Sri Lanka's economp (g,ees Sho.md
are an essential source of employment opportunities and are estimated to cgr'ltrib?czragves
35% of employment. Therefore, researchers believe that awareness of management C(?n'?rl;;
systems is essential to corporative societies’ staff in the Northern Province of Sri Lanka.
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