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Extended Abstract

Background and Purpuse : The contemporary competitive landscape presents challenges in
attaining strategic objectives. In response, organizations are increasingly focusing on strategic
alignment, management controls, and effective operational systems to mitigate uncertainties
and ensure goal attainment Organizational performance emerges from the interplay of control
mechanisms, strategies, and structural frameworks. The primary objective of any Performance
Measurement System (PMS), as a pivotal control mechanism, is to capture and disseminate
both financial and non-financial data to inform decision-making processes and guide
managerial interventions. The dual diagnostic and interactive functions of PMS, serving as
measurement and feedback systems pivotal in strategizing and implementation, facilitate
managerial coordination of organizational activities. The significance of this study lies in its
meticulous examination of the repercussions stemming from the appropriateness of PMS
design and function type, alongside its effectiveness vis-a-vis other contingent variables. The
imperative nature of this inquiry is underscored by the pivotal role of PMS in management
accounting, compounded by the limitations of conventional models like the Balanced
Scorecard (BSC) within Iranian organizational contexts. Thus, this research endeavors to
explore the impact of the interactive function of PMS and its complexity levels on
organizational outcomes, as well as the moderating influence of environmental uncertainty on
complexity levels and subsequent organizational performance. To accomplish these
objectives, the present study adopts the framework of Control Levers (LOC) to delineate the
design and interactive function of PMS. Employing contingency theory in conjunction with a
compatibility-mediator approach, a tailored methodology is devised to elucidate the
discernible disparities in path coefficients among variables within structural models. This
entails testing hypotheses formulated across various departments within operational entities
under the aegis of the Persian Gulf Holding group.
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Methodology : Initially, the evaluation of the information-gathering tool and conceptual
model estimation was conducted, followed by quantitative validation encompassing the
interactive function of PMS, PMS benefits, and perceived environmental uncertainty (PEU).
Employing a factorial approach, the interactive function of PMS was conceptualized as a
latent factor, while questionnaire items served as observable variables. The validation process
commenced with exploratory factor analysis using SPSS 26 software, followed by
confirmatory factor analysis utilizing SmartPLS software to corroborate the findings.
Subsequently, the associated structural model was validated. The conceptual model of the
research was then estimated as follows:

Benefit = f, + f3, diagnostic use + 3, interactive use + §;PMS sophistication level +
B.PEU + Y controls + ¢
1)

Benefit denotes the benefit of the PMS, diagnestic use represents the diagnostic use of the
PMS, PMS sophistication level iS the PMS sophistication level and PEU is the perceived
environmental certainty.

Subsequently, the hypotheses were evaluated and either rejected or confirmed using the
structural equation method (SEM). The estimation coefficients of the research conceptual
model were analyzed for significance. Various indices, including Cronbach's alpha, composite
reliability, extracted mean-variance index, Fornell-Larker index, goodness-of-fit (GOF), and
standardized root mean square residual (SRMR), were employed to assess the reliability and
validity of the model.

Findings : The results of the conceptual model estimation reveal that the path coefficients
between the diagnostic and interactive functions of PMS and its benefits are 0.029 and 0.271,
respectively, with corresponding t-statistics of 0.482 and 5.05. Thus, there is no significant
relationship between the Diagnostic (Interactive) use of PMS and its benefits. Similarly, the
path coefficient between the complexity level of PMS design and its benefits is 0.435, with a
t-statistic of 7038. Consequently, the first and second hypotheses concerning the interactive
function and the type of PMS design are not rejected at a 1% significance level. Furthermore,
the benefits of PMS exhibit a positive effect on organizational performance, with a coefficient
of 0.205 and a t-statistic of 3.34. Additionally, the path coefficients between the diagnostic
function (interactive) and complexity are 0.232 (0.466) with t-statistics of 4.287 (9.107),
suggesting that the third and fourth hypotheses are not rejected at a 1% significance level.
Moreover, the contingent variable of environmental uncertainty and all variables of
complexity level, PMS benefits, diagnostic, and interactive functions demonstrate positive
and significant relationships with path coefficients of 0.27, 0.19, 0.15, and 0.33, respectively,
and corresponding t-statistics of 6.2, 4.1, 2.3, and 8.0. Thus, the fifth to seventh hypotheses
are not rejected. Additionally, statistics pertaining to the model estimation, including a
goodness-of-fit (GOF) of 0.44, a standardized root mean square residual (SRMR) of 0.072,
and a chi-square value of 3380 indicate an appropriate fit of the model.

Discussion: A positive and significant relationship exists between the interactive (and
diagnostic) function and PMS complexity levels. Complexity encompasses the technical
features that managers choose during PMS implementation, while PMS functionality is tied to
the control style associated with the information provided. Thus, any alterations in design
features (complexity levels) or functionality must be harmonized. The findings from the
studied sample reveal a significant and positive correlation between the interactive function
(interpersonal interaction) and the benefits of PMS. Consequently, as managerial controls shift
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towards social controls and prioritize dialogue, creativity, and innovative strategies, the
benefits of PMS improve. Given the significant correlation between environmental
uncertainty and the nature of work, alongside the observed relationship between work types
and complexity levels, the selection of either complex or simple work types is contingent
upon the severity of environmental uncertainty. As organizational performance benefits from
aligning with the environment, strategy, structures, and internal systems in the examined
sample, increasing environmental uncertainty prompts the adoption of complex PMS. This
approach enables organizations to adapt and capitalize on strategic opportunities through
interactive management control systems. To effectively leverage these systems, the sustained
involvement of organization members, particularly managers, is imperative. Managers, guided
by strategic insights, must determine which organizational processes should be formalized for
interactive implementation. Notably, in the studied example, emphasizing the interactive
function yields greater benefits, as it aligns with the focus on strategic uncertainty, fosters the
emergence of novel strategies, and capitalizes on opportunities. Searching for behavior among
people and activities can positively influence creativity. Therefore, it is recommended that
managers, while maintaining alignment with organizational controls, pragmatically utilize
both diagnostic and interactive functions. By heeding these findings, particularly the emphasis
on interactive function, managers can enhance benefits and bolster organizational
performance. These suggestions align with the nature of activities in the mentioned
companies, where success and competitive advantage hinge on defining new competitive
strategies and fostering employee creativity.

Keywords: Performance Measurement System (PMS), Interactive Use, Diagnostic Use, PMS
Outcome, Operational Performance, Environmental Uncertainty
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