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This study investigated the relationship between power levels of top
management team members, strategic choices, and management control
systems (MCS) in regional public hospitals (RPHs-BLUD) in Indonesia.
With the implementation of New Public Management principles in
public hospitals, effective management control is crucial. RPH-BLUD in
Indonesia faces challenges in designing and implementing ideal MCS,
particularly related to the dominance of medically-oriented managers.
Employing a quantitative approach, data was collected through a
questionnaire survey of top management team members in RPHs-BLUD
in Indonesia. The data were analyzed using Structural Equation
Modeling with the Partial Least Squares (SEM-PLS) technique. Findings
revealed that defender and prospector strategies positively influenced
both bureaucratic and less bureaucratic MCS designs, as well as
diagnostic MCS use. Informal authority moderated the relationship
between prospector strategy and interactive MCS use. However, formal
authority did not moderate the relationship between defender strategy
and more bureaucratic MCS design, while informal authority did not
moderate the relationship between prospector strategy and less
bureaucratic MCS design. Practical implications involved enhancing
understanding of the impact of strategy, authority, and interactions
among management team members on the design and use of MCS in
RPHs-BLUD, with a focus on organizational effectiveness and
flexibility.
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1. INTRODUCTION

Following the adoption of New Public Management (NPM) principles in public hospitals globally (Mei &
Kirkpatrick, 2019; Nyland & Pettersen, 2015), the significance of the management control dimension in
organizational management has become paramount (Jygarden et al., 2020). Contemporary public hospitals
are now expected to achieve accountability, efficiency in resource use, standardized service delivery, cost
containment, performance measurement, and enhanced patient satisfaction (Arman et al., 2014). These
goals rest heavily on the premise that well-designed and effectively implemented management control
systems (MCS) are essential to achieving superior organizational outcomes (Anthony, 1965; Simons,
1995). Empirical studies have shown that MCS can support operational (Nartey et al., 2020), financial
(Hammad et al., 2013), and administrative (Chenhall et al., 2010) performance in healthcare settings.

In Indonesia, NPM reforms were operationalized through the transformation of regional public hospitals
(RPHs) into public service agencies (Badan Layanan Umum Daerah—BLUD) beginning in 2005, aiming
to improve hospital performance by granting greater autonomy, adopting output-based budgeting, and
introducing private-sector control mechanisms (Ministry of Health Regulation No. 63/2016). However, the
practical implementation of these reforms has encountered numerous challenges (Fahlevi et al., 2021;
Prayudi et al., 2024). Hospitals function within dual institutional logics—bureaucratic control inherited
from traditional administration and professional autonomy upheld by medical staff—which often conflict
in day-to-day operations. These tensions hinder effective MCS design, as medical leaders often resist
administrative controls (Belrhiti et al., 2021; Kirkpatrick et al., 2023), resulting in symbolic compliance.
The mix of formal mandates and informal clinical authority further complicates governance, challenging
MCS alignment with NPM goals (Lega et al., 2022; Mériade & Rochette, 2022).

This study explored the interplay between top management team (TMT) power, strategic choices, and
management control systems (MCS) in Indonesian regional public hospitals operating under public service
agency status (RPHs-BLUD). The regulatory shift toward BLUD mandates innovative governance, with
MCS expected to enable autonomous decision-making, financial accountability, and strategic
responsiveness. However, as noted by Nurkholis et al. (2023), the prevalent reliance on cybernetic,
financially driven MCS limits organizational adaptability and hinders innovation, thereby impeding
performance in a dynamic healthcare environment. These challenges are exacerbated by internal power
dynamics, where medically trained managers—particularly doctors—tend to prioritize clinical over
economic logic in shaping MCS design (Fahlevi, 2016). Administrative compliance is often symbolic,
driven by professional egotism that undermines MCS effectiveness (Prayudi & Basuki, 2014). To address
this, Prayudi et al. (2023) and Nurkholis et al. (2024) emphasized the importance of considering TMT
characteristics, arguing that professional diversity and power asymmetries critically influence MCS
implementation in hybrid public healthcare settings.

TMT personal characteristics, influencing organizational performance through social integration and
consensus, alongside considerations of relative power levels, are crucial (Finkelstein et al., 2009). Chenhall
et al. (2010) elaborated on how cultural and economic capital's power and influence shape implemented
MCS designs. Formal MCS links to high economic capital, while informal MCS related to high social
capital. Pitcher and Smith (2001) empirically showed power proxies' role in explaining TMP diversity's
impact on strategic decisions. Research on TMT diversity, organizational strategy, and MCS in public
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hospital yielded varied results (de Harlez & Malaguefio, 2016). Naranjo-Gil and Hartmann (2007) found
medical managers in TMP positively influenced MCS, enhancing inter-divisional communication. Lunches
etal. (2018) reported clinical TMP members showed no preference for cooperative-oriented MCS. Naranjo-
Gil and Hartmann (2006) revealed professional TMT diversity positively affected flexibility but not cost
reduction. TMT power is crucial, as strategic decisions often reflect personal perspectives (Shepherd &
Rudd, 2014).

Despite the adoption of NPM principles and the formal delegation of authority within RPH-BLUDs, prior
literature has yet to fully explore how strategic choices interact with managerial power to shape the design
and use of MCS. Existing studies have largely emphasized technical or structural dimensions of MCS
(Janka, 2021; Yonce & Barnes, 2022), often within private or Western institutional contexts (Bai et al.,
2023). In contrast, little is known about how MCS operate in hybrid professional organizations like
Indonesian public hospitals, where informal authority—particularly among clinicians—plays a critical role
in governance (Handayani et al., 2016; Nugroho et al., 2022). Empirical research in developing countries
remains scarce, and current frameworks often overlook how informal power dynamics intersect with formal
structures to influence control systems (Bedford et al., 2016). This study addressed these gaps by examining
how strategic orientations (defender vs. prospector) and power asymmetries (formal vs. informal authority)
jointly shaped MCS configurations in Indonesian RPHs-BLUDs. In doing so, it extended the contingency-
based MCS theory and contributes a contextually nuanced understanding of control system dynamics in
reformed public sector settings, offering valuable insights for aligning MCS with strategic objectives amid
institutional complexity and professional dominance (Mériade & Rochette, 2022; @Qygarden et al., 2020).

2. LITERATURE REVIEW

2.1 Strategic Choice and Management Control System Design

Differences in strategic choices significantly influence the variation in MCS designs. Chenhall (2003)
argued that the MCS is an organizational design determined by internal factors, including strategic choices.
The relationship between MCS and strategic choices arises logically from the understanding that
organizations operate in different strategic contexts, different strategies require variations in priorities, key
factors, skills, and behaviors, management control influences individual behavior, and control design
should align with organizational strategy (Anthony & Govindarajan, 2007).

MCS is designed in response to strategic choices set by the top management team. Miles and Snow
(1978) categorized strategies into defenders and prospectors. Defender organizations operate in stable,
narrow product markets, emphasizing efficiency over innovation, relying on historical information, and
minimizing the need for extensive external monitoring (Hammad et al., 2010). Prospector organizations
identify and exploit product and market opportunities by monitoring various environmental conditions
(Miles & Snow, 1978). Consequently, external, non-financial, and future-oriented information suits the
needs of managers in these organizations (Hammad et al., 2010).

In this study, MCS design types referred to Auzair and Langfield-Smith's (2005) classification,
distinguishing between 'more bureaucratic' and 'less bureaucratic'’ MCS. A 'more bureaucratic’ MCS
includes action controls, formal controls, tight controls, restricted response, and impersonal emphasis. 'Less
bureaucratic' MCS consists of results controls, informal controls, loose controls, flexible response, and
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interpersonal emphasis. Formal controls encompass rules, standard operating procedures, and budgeting
systems, while informal controls include unwritten policies, norms, and values applied within the
organization (Langfield-Smith, 1997).

Bedford et al. (2016) reported that defender-type organizations tended to adopt mechanistic structural
controls, while prospector-type organizations prioritize organic structural controls. According to Simons
(1995), prospector strategies focusing on innovation and growth require more open, flexible, and adaptive
management control systems. In contrast, defender strategies focusing on efficiency and stability
necessitate more formal, structured, and controlled management control systems. Therefore, the first
hypothesis in this study was as follows:

H1: Defender (prospector) strategies positively influence the design of 'more bureaucratic' ('less
bureaucratic') management control systems.

2.2 Strategic Choice and Management Control System Use

The implementation of different sets of strategic priorities in the same type of organization requires
specific types of MCS usage to support their achievement (Anthony & Govindarajan, 2007). Simons (1995)
categorized forms of MCS usage into two categories: diagnostic and interactive. When managers use MCS
diagnostically, routines and procedures based on formal information help reduce deviations from
established performance standards but may hinder the organization's focus on exploring new opportunities
(de Harlez & Malaguefio, 2016). Conversely, when managers use MCS interactively, routines and
procedures based on formal information encourage discussion and communication to promote innovation,
providing higher freedom to act and fostering bottom-up strategy development (Naranjo-Gil & Hartmann,
2007).

In the context of hospitals, the use of MCS and organizational strategy choices was closely
interconnected (Abernethy & Brownell, 1999; Akingbola, 2006; de Harlez & Malaguefio, 2016; Hammad
et al., 2010). Naranjo-Gil & Hartmann (2007) studied public hospitals in Spain, documenting a positive
relationship between extensive (interactive) MCS usage and prospector strategy choices. Hammad et al.
(2010) also stated that hospitals undergoing a strategic shift (from defender to prospector) had used budgets
interactively, focusing on dialog communication and learning. Thus, the second hypothesis in this study
was as follows:

H2: Defender (prospector) strategies positively influence the use of diagnostic (interactive) management
control systems.

2.3 Interaction of Power, Strategic Choice, and Design and Usage of Management Control System

The power, as defined by Hardy (1996), is a force influencing desired outcomes. Power is also
described by Etzioni (1965) as a tool or means used for control purposes. Wax (1971) defined power as the
ability to control vital resources for one's functionality or an organization's survival and influence behavior
through reward and punishment mechanisms. There are two major categories of power: positional/structural
power and personal power (Fousiani, 2022). Positional/structural power includes three sub-categories:
legitimate power, coercive power, and reward power. On the other hand, personal power can be expertise
power and referent power.
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Power is a major source of complexity and turbulence in hospital organizations (Wax, 1971).
Brinkerhoff (2003) revealed that the existence of power plays a crucial role in RS organizational dynamics.
A hospital is an organization with unclear and conflicting goals among stakeholders, ambiguous
information distribution in decision-making, complex functional job divisions, and perceptions of
uncertainty or even misunderstanding about the causal relationships between actions taken and outcomes.
Power is found to dominate the logic of behavior in RS organizational elements (Abernethy & Vagnoni,
2004).

Managerial authority types can reflect power ownership and are closely related to organizational
strategic decisions. Formal authority represents the delegation of decision-making authority to managers,
while informal authority is the ability of individuals or groups to influence organizational decisions and
activities in ways not subject to formal authority system sanctions (Abernethy & Vagnoni, 2004). Formal
authority is identical to structural power ownership, while informal authority is identical to personal power
ownership. The power level of key organizational actors can be depicted from the established design and
usage of management control systems (Markus & Pfeffer, 1983).

de Harlez & Malaguefio (2016) revealed that diagnostic MCS usage correlates with the application of
authorities owned by formal manager positions in the organizational hierarchy. Eldenburg et al. (2017)
argued that organizations focusing on cost and performance control, facilitated by formal and administrative
delegation of authority to managers. Bedford et al. (2016) found that organizations implementing defender
(prospector) strategies emphasized formal (informal) authority paths, focusing on tight (loose) control types
and financial matrices (informal communication and high autonomy). Therefore, the third and fourth
hypotheses in this study were as follows:

H3.: Formal authority strengthens the influence of defender strategy on the design of 'more bureaucratic'
management control systems.

H3p: Informal authority strengthens the influence of prospector strategy on the design of 'less bureaucratic'
management control systems.

H4.: Formal authority strengthens the influence of defender strategy on the usage of diagnostic
management control systems.

H4p: Informal authority strengthens the influence of prospector strategy on the usage of interactive
management control systems.

3. METHODOLOGY

3.1 Data Collection

This study employed a quantitative research approach with data collection conducted through a survey
questionnaire. The research was a cross-sectional field study involving multiple samples during a specific
time period. The population consisted of all Regional Public Hospitals transformed into regional public
service agencies (Badan Layanan Umum Daerah—BLUD) in Indonesia. The sample included RPHs with
BLUD status for a minimum of three years, considering an adequate period for the design and usage of the
management control system in response to the organization's strategic choices. The selected respondents
were members of the top management team (TMT) of the organization, as defined by Presidential
Regulation Number 77 of 2015 regarding Hospital Organization Guidelines. Specifically, the study
included TMT members from both clinical/medical and non-medical backgrounds to explore how clinical
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backgrounds played a key role in shaping the power dynamics (structural versus personal) within the team,
particularly in how formal and informal authority is distributed.

The questionnaire was distributed to 400 members of the TMT across 80 RPH-BLUD in Indonesia.
Out of this total, 250 questionnaires were returned (response rate = 62.5%), and further analysis was
possible with 232 questionnaires (usable response rate = 58%) from 73 organizations. The majority of
respondents were male (58.2%), with an average age of 44.4 years, falling within the age range of 30 to 40
years (70.7%). More than half had an educational background in the health field (52.6%) and had been
serving in TMT positions for an average of 5.6 years. We found no evidence of non-response bias, as no
statistically significant differences were observed in the responses between 30% early and 30% late
respondents (Meterko et al., 2015).

3.2 The Variables
Management Control System Design

This study defined management control system (MCS) design into two main categories: 'more
bureaucratic'—action, formal, tight, restricted, and impersonal controls—and 'less bureaucratic'—results,
informal, loose, flexible, and interpersonal controls—(Auzair & Langfield-Smith, 2005). Respondents were
asked to indicate the extent to which two statements presented in the instrument can best describe the
emphasized type of MCS design in the organization by choosing a number on a 5-point scale (loading factor
> 0.7; AVE = 0.652; Cronbach’s alpha = 0.933). A score of (1) indicated a greater emphasis on 'more
bureaucratic' MCS, and a score of (5) indicated a greater emphasis on 'less bureaucratic' MCS. The 'more
bureaucratic' vs. 'less bureaucratic' classification provided a clear framework for analysing MCS in RPHs-
BLUDs, which were transitioning from rigid public-sector control to more flexible, performance-oriented
systems under NPM reforms (Prayudi et al., 2024). This dichotomy helped identify whether hospitals
prioritized stability and regulation (bureaucratic) or efficiency and autonomy (less bureaucratic), reflecting
the hybrid nature of these organizations (Fahlevi et al., 2021).

Management Control System Use

The use of MCS diagnostically and interactively was measured using a Likert-type instrument from
Abernethy & Brownell (1999). The instrument consisted of 10 items reflecting key features of diagnostic
and interactive MCS usage (loading factor > 0.7; AVE = 0.696; Cronbach’s alpha = 0.891). Respondents
were asked to indicate their agreement with the application of each of the 10 question items ((1) 'strongly
disagree' to (5) 'strongly agree').

Management Control System Use

The use of MCS diagnostically and interactively was measured using a Likert-type instrument from
Abernethy & Brownell (1999). The instrument consisted of 10 items reflecting key features of diagnostic
and interactive MCS usage (loading factor > 0.7; AVE = 0.696; Cronbach’s alpha = 0.891). Respondents

were asked to indicate their agreement with the application of each of the 10 question items ((1) 'strongly
disagree' to (5) 'strongly agree').

Strategic Choice

This variable was defined based on Miles and Snow's (1978) strategy typology. Samples were
categorized into different strategy groups using a self-typing method. Respondents were provided with
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descriptions of each strategy type (presented without strategy names) and asked to choose the paragraph
statement that accurately described their organization's profile. The study used an instrument developed by
Shortell and Zajac (1990) applied to the hospital administration context (loading factor > 0.7; AVE = 0.605;
Cronbach’s alpha = 0.674). The result was the classification of samples into two categories: defender and
prospector strategies. The defender vs. prospector typologies distinguished hospitals focused on stability
and efficiency (defender) from those prioritizing innovation and growth (prospector). By applying these
typologies, the study helped identify the extent to which RPHs-BLUDs embraced a more conservative or
innovative approach to management control (Prayudi et al., 2023), illustrating how these hospitals were
adapting to NPM reforms that demanded both financial autonomy and improved service delivery.

Formal Authority

This variable was defined as the degree to which specific decision-making rights are delegated to
managers (Govindarajan, 1988) (loading factor > 0.7, AVE = 0.656; Cronbach’s alpha = 0.742).
Measurement was conducted using an instrument that asked respondents to indicate the degree of authority
delegated to them ((1) 'strongly disagree' to (5) 'strongly agree') for three critical organizational decisions:
(1) operational cost magnitude, (2) process management, and (3) achievement of budget and performance
targets.

Informal Authority

This variable was defined as the level at which managers influence organizational strategic priorities
and decisions related to resource usage, technology investment, clinical privilege determination, and
program allocation (Abernethy & Vagnoni, 2004) (loading factor > 0.7; AVE = 0.612; Cronbach’s alpha =
0.690). Respondents were asked to indicate the degree of authority they had over these strategic decisions
((1) 'not authorized at all' to (5) 'very authorized').

3.3 Data Analysis

This study employed Structural Equation Modeling using the Partial Least Squares (SEM-PLS)
approach to analyze the relationships between top management team power, strategic choice, and
management control systems (MCS). SEM-PLS was appropriate due to its flexibility in handling complex
latent variable models and its suitability for sample sizes typical in organizational research (Hair et al.,
2018). This approach enabled us to simultaneously assess the measurement model and structural paths,
capturing interdependencies among variables.

4. RESULTS AND DISCUSSION

4.1 Results

Descriptive Statistics

Table 1 provides an overview of the descriptive statistics of the research variables. The analysis results
indicated that respondents perceived themselves to have a relatively high level of formal and informal
authority (mean = 4.10 and 4.07, respectively). The management control system (MCS) was perceived to
be more dominantly used interactively (mean = 4.04) and tended to be 'less bureaucratic' (mean = 3.683).
Meanwhile, respondents perceived that the RPHs-BLUD organizations where they work were currently
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transitioning from a defender strategy towards a prospector strategy (mean = 2.76).

Table 1. Descriptive Statistics of Variables

Formal Informal Use Design Strategy
Mean 4.1020 4.0747 4.0455 3.6836 2.7644
Std. Deviation 69951 71079 78907 .81845 .92428
Minimum 2.00 1.67 1.56 2.00 1.00
Maximum 5.00 5.00 5.00 5.00 5.00
N (Valid) 232 232 232 232 232
N (Missing) 0 0 0 0 0

Source: Author processing

Hypothesis Testing

The first hypothesis (H1) predicted a positive influence of defender (prospector) strategy on the design
of management control systems that are either 'more bureaucratic' ('less bureaucratic'). The test results
(Table 2) indicated a significant positive coefficient (§ = 0.411, p-value < 0.01) in the relationship between
organizational strategy and the design of management control systems. Thus, it can be stated that hypothesis
Hi was supported.

Hypothesis H, predicted a positive influence of defender (prospector) strategy on the diagnostic
(interactive) use of management control systems. The test results (Table 2) indicated a significant positive
coefficient (B = 0.313, p-value < 0.01) in the relationship between organizational strategy and the design of
management control systems. Therefore, it can be stated that hypothesis H, was supported.

Hypothesis Hs, predicted a moderating role of formal authority in the influence of defender strategy on
the design of 'more bureaucratic' management control systems. The test results (Table 2) indicated a positive
coefficient (B = 0.022) but insignificant (p-value > 0.05) interaction between formal authority and
organizational strategy in the design of management control systems. Thus, it can be stated that hypothesis
H3s, was not supported.

Hypothesis Hsp, predicted a moderating role of informal authority in the influence of prospector strategy
on the design of 'less bureaucratic' management control systems. The test results (Table 2) indicated a
negative coefficient (B =-0.031) and insignificant (p-value > 0.05) interaction between informal authority
and organizational strategy in the design of management control systems. Therefore, it can be stated that
hypothesis Hs, was not supported.

Hypothesis Hs, predicted a moderating role of formal authority in the influence of defender strategy on
the diagnostic use of management control systems. The test results (Table 2) indicated a positive coefficient
(B = 0.067) but insignificant (p-value > 0.05) interaction between formal authority and organizational
strategy in the diagnostic use of management control systems. Thus, it can be stated that hypothesis Hsa
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was not supported.

Hypothesis Hay predicted a moderating role of informal authority in the influence of prospector strategy
on the interactive use of management control systems. The test results (Table 2) indicated a significant
positive coefficient (B = 0.185, p-value < 0.05) in the interaction between informal authority and
organizational strategy in the interactive use of management control systems. Therefore, it can be stated
that hypothesis H4y, was supported.

Table 2. Summary of Hypothesis Testing Results

Standard

Original Sampl S le M . Original S 1
Hypotheses g RN o 8
Formal*Strategy = Use 0.067 0.065 0.098 0.690 0.491
Informal*Strategy > Use 0.185 0.185 0.092 2.012 0.045*
Formal - Use 0.213 0.223 0.077 2.770 0.006
Formal - Design -0.108 -0.107 0.065 1.652 0.099
Informal > Use 0.229 0.229 0.070 3.288 0.001
Informal - Design 0.314 0.313 0.072 4332 0.000
Formal*Strategy = Design 0.022 0.026 0.064 0.348 0.728
Informal*Strategy = Design -0.031 -0.040 0.065 0.483 0.629
Strategy > Use 0.313 0.306 0.059 5.315 0.000%*
Strategy - Design 0.411 0.412 0.061 6.702 0.000%*

Source: Author processing

4.2 Discussion

The significant positive coefficient in the relationship between strategic choice and the design of
management control systems provided insights into the impact of the defender (prospector) strategy on
organizational control. Aligned with the New Public Management (NPM) agenda's emphasis on enhanced
authority and independent control, this influence suggested that organizations, whether pursuing stability
and efficiency (defender) or innovation and growth (prospector), significantly shaped their MCS (Prayudi
etal., 2024). The 'more bureaucratic' or 'less bureaucratic' design reflected control mechanisms' adaptability
based on strategic orientation, crucial in healthcare and other sectors to align structures with objectives.
Defenders prioritized stability, efficiency, and centralized decision-making, resulting in 'more bureaucratic'
systems (Rusch et al., 2019), while prospectors favoured innovation, flexibility, and decentralized decision-
making, leading to 'less bureaucratic' systems (Yuan et al., 2023). This strategic coherence ensured
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organizations tailored control frameworks to achieve goals effectively, showcasing the strategic alignment's
positive impact.

The findings also supported hypothesis on a positive influence of the defender (prospector) strategy on
the diagnostic (interactive) use of MCS. It underscored the substantial impact of organizational strategy on
shaping the nature of control system utilization. This suggested that organizations adopting either the
defender or prospector strategy significantly influenced the way they employed their MCS (Felicio et al.,
2021). Specifically, the defender strategy, focusing on stability and efficiency, oriented organizations
toward a more diagnostic use of control systems, emphasizing routine and formalized procedures to monitor
and maintain performance standards (Lachmann et al., 2013). On the other hand, the prospector strategy,
emphasizing innovation and growth, aligned with an interactive use of control systems, fostering open
communication and adaptability (Alnoor et al., 2022). This nuanced relationship between organizational
strategy and control system use highlighted the strategic coherence between a chosen strategy and the
organization's approach to utilizing management controls.

Our findings indicated that formal authority did not significantly moderate the relationship between
defender strategy and the design of more bureaucratic management control systems (MCS). Also, it was
found that informal authority did not significantly moderate the relationship between prospector strategy
and the design of less bureaucratic MCS. This suggested that the influence of strategic choice on MCS
design may be largely direct and less contingent upon the levels of formal or informal authority than initially
hypothesized.

A plausible explanation for these non-significant results lies in the intrinsic characteristics of the
defender and prospector strategies themselves. The defender strategy inherently emphasized stability (Miles
& Snow, 1978), efficiency (Morais & Graga, 2013), standardized procedures (Andrews et al., 2009), and
predictability (Das & Canel, 2023), which naturally leads to the adoption of more bureaucratic control
mechanisms. These control designs were deeply embedded in the strategic logic of defenders and may
operate relatively independently from variations in formal authority delegation within the organizational
hierarchy. In contrast, the prospector strategy prioritized innovation (Prayudi et al., 2024), flexibility
(Naranjo-Gil, 2009), and decentralization (Scalera & Talpova, 2013), aligning organically with less
bureaucratic, more flexible control system designs. Hence, informal authority, while important for
influencing organizational decisions, may not significantly enhance or alter the strategic impetus toward
such control system configurations.

Furthermore, contextual factors unique to Indonesian regional public hospitals (RPHs-BLUD)
provided additional insight into these findings. These organizations operated within a hybrid institutional
environment where formal bureaucratic mandates coexisted with strong professional clinical norms and
informal power structures (Fahlevi et al., 2021; Handayani et al., 2019; Nugroho et al., 2022). In such
settings, the complex interplay between bureaucratic control and professional autonomy can attenuate the
moderating role of both formal and informal authority on control system design. For example, medical
professionals’ clinical authority, embedded in informal power (Abernethy & Vagnoni, 2004; Belrhiti et al.,
2021), may have limited interaction with formal hierarchical authority in shaping bureaucratic control
systems, thus diluting the expected moderating effects. Similarly, formal authority structures may be
insufficiently flexible or empowered to significantly influence the inherently stable, control-focused
orientation of defender strategies (Ramli & Iskandar, 2014) in these hospitals.
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Another result indicating a positive coefficient but an insignificant interaction between formal authority
and defender strategy concerning the diagnostic use of management control systems suggested that formal
authority did not significantly strengthen the impact of the defender strategy on shaping a diagnostic use of
control systems. A plausible interpretation is that the defender strategy, which emphasized stability,
efficiency, and reliance on established procedures, may inherently drive the use of management control
systems in a diagnostic manner. The lack of statistical significance implied that formal authority may not
play a substantive moderating role in this relationship. Organizations adopting a defender strategy might
naturally prioritize diagnostic control mechanisms, irrespective of the level of formal authority, as these
mechanisms align with the strategy's intrinsic need for stability and predictability. Therefore, the findings
suggested that the diagnostic use of management control systems associated with a defender strategy may
be more inherent to the strategy's characteristics than contingent upon the level of formal authority within
the organization.

The result, indicating a significant positive coefficient in the interaction between informal authority
and prospector strategy concerning the interactive use of management control systems, supported
Hypothesis Hsp. This implied that informal authority played a notable moderating role in strengthening the
impact of the prospector strategy on shaping an interactive use of control systems. A plausible explanation
is that the prospector strategy, emphasizing innovation, growth, and adaptability, inherently encourages an
interactive use of control systems. The decentralized decision-making, flexibility, and openness to change
associated with a prospector strategy might be amplified by the influence of informal authority, rendering
the impact of informal authority significant in promoting interactive control mechanisms. These findings
suggested that organizations pursuing a prospector strategy, with a culture valuing creativity and
adaptability, may benefit from leveraging informal authority to enhance the interactive use of management
control systems, aligning with the strategy's orientation towards innovation and dynamic responsiveness.

4. CONCLUSION

In summary, the study provided comprehensive insights into the dynamics between organizational strategy,
authority structures, and the design and use of management control systems (MCS) in Regional Public
Hospital-Business Entity Public Service Agency (RPH-BLUD) organizations. Descriptive statistics
revealed that respondents perceived a high level of formal and informal authority, and the MCS tends to be
used interactively, with a preference for a 'less bureaucratic' design. The transition from defender to
prospector strategy was noted. This research contributes to understanding the interplay between
organizational strategy, authority structures, and MCS in the context of RPH-BLUD organizations. The
nuanced relationships uncovered shed light on the intricate factors influencing control system dynamics,
providing valuable implications for organizational design and strategy implementation in the healthcare
sector and beyond.

Hypothesis testing results confirmed the positive influence of defender and prospector strategies on the
design and diagnostic use of MCS. The NPM agenda emphasising on enhanced authority aligns with these
findings, indicating a strategic coherence between chosen strategies and control frameworks. However,
hypotheses involving formal and informal authority as moderating factors in the influence of defender and
prospector strategies on control systems design and use yielded mixed results.
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Formal authority did not significantly strengthen the impact of the defender strategy on a 'more bureaucratic'
control system, suggesting the intrinsic nature of the defender strategy drives this design. Similarly,
informal authority's lack of significant influence on 'less bureaucratic' systems under a prospector strategy
implies the inherent impact of the strategy on fostering flexibility. Moreover, the diagnostic use of control
systems associated with a defender strategy seemed inherently driven by the strategy itself, unaffected by
formal authority levels. However, informal authority significantly enhanced the interactive use of control
systems under a prospector strategy, emphasizing the importance of leveraging informal authority for
dynamic responsiveness.

This study had several limitations that should be acknowledged. First, its generalizability is constrained by
the specific context of regional public hospitals with public service agency status (RPHs-BLUD) in
Indonesia. Second, the reliance on self-reported data from top management may have introduced bias and
limited the comprehensiveness of organizational insights by excluding perspectives from other
organizational levels. Third, the cross-sectional research design restricted the ability to draw causal
inferences and prevents the examination of the dynamic evolution and reciprocal relationships between
strategic choices, authority, and management control system (MCS) design and use over time. To address
these limitations, future research should consider longitudinal or panel data approaches that can better
capture temporal changes and causal pathways in MCS development within public hospital settings.

Practically, the findings can guide RPH-BLUD organizations in aligning strategies with effective control
systems. Academically, the study contributes to literature, offering insights for scholars to explore similar
dynamics in different sectors. Policymakers can draw on the research for policy development, especially in
healthcare. Identified limitations suggest future research directions, including longitudinal studies, multi-
level perspectives, and diverse organizational contexts to enhance the field's applicability and robustness.
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