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The purpose of this study was to elucidate the principles by which
performance management systems, including budgets, function effectively. The results of the
empirical study revealed three points. First, different modes of budgetary control (enabling vs.
coercive) are associated with different organizational outcomes. Second, organizational contexts
such as full-participation and field strength may inhibit the construction of hard controls. Third,
there is a need to recognize multidimensional tensions if control practices are to lead to superior
performance. This study contributes to research in this area by elucidating the mechanisms and
contingencies through which performance management systems affect performance.
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