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Abstract: Organizational change is an inevitable response to dynamic environments, competitive pressures, and technological 

advancement. However, executing strategic change effectively remains a persistent challenge for managers. In this context, 

Management Control Systems (MCS) play a crucial role not merely in monitoring performance, but in guiding and enabling 

organizations through uncertainty and transformation. This paper explores how MCS—particularly when used strategically—

can support organizations in aligning employee behavior, managing risk, and fostering innovation during periods of change. 

Drawing upon contingency theory and Simons’ “levers of control” framework, the study proposes a conceptual model outlining 

the diagnostic and interactive uses of MCS as mechanisms to reinforce strategic focus and adaptive flexibility. The paper 

concludes with managerial implications for designing MCS in turbulent environments and sets the stage for future empirical 

validation. 

Keywords: Strategic Change; Management Control Systems (MCS); Levers of Control; Organizational Adaptability; 

Contingency Theory. 

 

1. Introduction 

In today’s volatile and rapidly evolving business 

environment, organizational change is not an exception but a 

necessity. Companies must continually adapt their strategies, 

structures, and operations to maintain competitiveness in the 

face of digital transformation, globalization, shifting 

consumer expectations, and regulatory complexity. Yet, while 

strategic change is often well-intended at the corporate level, 

it frequently fails during implementation. One key reason is 

the lack of alignment between high-level strategy and day-to-

day organizational behavior. 

Management Control Systems (MCS), traditionally viewed 

as tools for performance measurement and compliance, have 

gained renewed attention as enablers of strategic execution 

and organizational learning. Rather than serving solely as 

control mechanisms to detect variances and enforce discipline, 

modern MCS are increasingly used as dynamic tools to guide 

strategic dialogue, foster accountability, and support 

innovation. 

This paper investigates the strategic use of MCS in 

supporting organizational change. Specifically, it explores 

how diagnostic controls (used to monitor key performance 

indicators) and interactive controls (used to stimulate 

discussion and learning) can be mobilized not only to 

reinforce alignment with new strategic priorities, but also to 

manage the risks and tensions that emerge during 

transformation. 

We draw on two theoretical foundations: Contingency 

Theory, which posits that the effectiveness of control systems 

depends on the external and internal context of the firm; and 

Simons’ (1995) Levers of Control framework, which 

distinguishes four types of control systems—belief systems, 

boundary systems, diagnostic controls, and interactive 

controls—that firms use to balance efficiency and innovation. 

2. Literature Review 

(1) Organizational Change and the Role of Control 

Mechanisms 

Organizational change is widely acknowledged as a 

response to both anticipated and unforeseen challenges, such 

as market competition, regulatory shifts, and technological 

disruption. While change management literature has 

historically emphasized leadership, communication, and 

employee engagement, more recent studies suggest that 

structural enablers—especially formal control mechanisms—

are equally critical. In particular, Management Control 

Systems (MCS) offer a way to institutionalize change by 

embedding it within organizational routines, processes, and 

decision-making frameworks. 

Rather than functioning merely as passive measurement 

tools, MCS serve as dynamic frameworks that can support 

strategic renewal. They create the informational infrastructure 

necessary for evaluating performance, clarifying priorities, 

and adapting to environmental shifts. As change introduces 

uncertainty, MCS can act as stabilizers that provide clarity 

and direction while also accommodating learning and 

feedback loops essential to the success of transformation 

efforts. 

(2) Strategic Use of MCS: Diagnostic and Interactive 

Control 

One of the most significant developments in the study of 

MCS is the recognition of their dual use: diagnostic and 

interactive. Diagnostic control systems are designed to 

monitor outcomes against predetermined targets. These 

systems emphasize efficiency, accountability, and variance 

correction, often enabling top management to maintain 

oversight across large, complex organizations. During 

organizational change, diagnostic systems can serve to 

enforce discipline and ensure alignment with strategic goals. 

Interactive control systems, on the other hand, focus on 

facilitating learning, encouraging dialogue, and stimulating 
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organizational responsiveness. These systems are often 

characterized by frequent face-to-face communication, the 

open exchange of ideas, and a willingness to question 

assumptions. When used interactively, MCS help foster a 

culture of adaptability by allowing organizations to remain 

alert to emerging threats and opportunities. This becomes 

particularly relevant in fast-paced or ambiguous 

environments where rigid adherence to pre-set targets may be 

counterproductive. 

The most effective organizations do not rely exclusively on 

one mode of control. Instead, they leverage both diagnostic 

and interactive systems to create a balance between stability 

and innovation. This balance is essential for enabling both 

exploitation of existing capabilities and exploration of new 

strategic directions. 

(3) Contingency Perspectives and the Alignment of MCS 

with Change Contexts 

From a contingency theory perspective, the effectiveness 

of MCS depends on their alignment with the organization’s 

specific internal and external context. Factors such as 

strategic orientation, organizational structure, technology 

adoption, and environmental turbulence all influence the 

design and use of control systems. For instance, a highly 

decentralized firm operating in a volatile market may require 

more interactive controls to allow flexibility at local levels, 

while a stable, efficiency-driven organization may benefit 

more from tightly managed diagnostic controls. 

Moreover, the interaction between MCS and other 

organizational elements—such as belief systems, boundary-

setting mechanisms, and cultural norms—has become an 

important area of inquiry. Belief systems embedded within 

MCS help communicate core values and strategic vision, 

providing a moral and strategic compass during change. 

Boundary systems, meanwhile, set limits on acceptable 

behavior and guide decision-making by delineating 

permissible actions. When integrated effectively, these levers 

of control not only reinforce accountability but also enable 

innovation within safe, clearly defined parameters. 

Recent discussions have also addressed the role of 

digitalization and data analytics in reshaping how MCS 

function during change. Advanced technologies enhance real-

time performance tracking, predictive decision-making, and 

cross-functional integration, thus expanding the strategic 

capabilities of MCS. However, this digital transformation also 

raises new questions about trust, data governance, and the 

human side of control systems. 

(4) Toward an Integrative Framework 

Although existing literature provides valuable insights into 

the strategic roles of MCS, there is still a lack of integrative 

conceptual models that link control mechanisms explicitly to 

the phases and dimensions of organizational change. Most 

studies address MCS either as operational tools or as elements 

of broader strategy systems, without fully articulating how 

they contribute to change dynamics. In particular, there is 

limited guidance on how managers can actively redesign and 

deploy MCS in a way that supports both strategic focus and 

adaptive flexibility. 

This gap underlines the need for a synthesized framework 

that not only reflects the diagnostic-interactive duality of 

MCS but also incorporates contextual factors and change-

specific demands. Such a model can help bridge theoretical 

insights with practical applications, offering actionable 

guidance for organizations undergoing transformation. 

3. Theoretical Foundations 

To understand how Management Control Systems (MCS) 

can be strategically leveraged to navigate organizational 

change, it is necessary to draw upon theoretical perspectives 

that account for both environmental contingencies and 

internal managerial practices. This paper integrates 

Contingency Theory and Simons’ (1995) Levers of Control 

framework to construct a conceptual foundation for analyzing 

how MCS can function not only as tools of control but also as 

dynamic mechanisms that facilitate strategic renewal and 

organizational adaptability. 

Contingency Theory posits that there is no universally 

optimal way to design organizational systems; instead, 

effectiveness is determined by the degree of fit between 

internal configurations and external contextual variables. 

Applied to the domain of MCS, this perspective suggests that 

the structure and use of control systems must be tailored to 

situational factors such as environmental uncertainty, 

organizational complexity, industry dynamics, and strategic 

priorities. When organizations undergo change—whether 

incremental or transformational—the efficacy of MCS is 

contingent upon their alignment with shifting demands. In 

stable environments, standardized and formal control systems 

may suffice to ensure operational efficiency. However, in 

volatile or rapidly evolving contexts, rigid systems may 

constrain responsiveness and innovation, thereby 

necessitating more flexible, learning-oriented controls that 

allow organizations to sense, interpret, and respond to change 

in real time. 

While Contingency Theory provides a valuable external 

lens focused on environmental fit, Simons’ Levers of Control 

framework offers a complementary internal perspective on 

how organizations can manage the tensions between control 

and innovation. According to Simons (1995), effective 

strategic control is achieved through a balance of four 

interrelated levers: diagnostic controls, interactive controls, 

belief systems, and boundary systems. Diagnostic control 

systems rely on performance metrics to monitor progress 

toward predefined goals, supporting accountability and 

efficiency. Interactive control systems, by contrast, promote 

ongoing dialogue and strategic engagement, thereby enabling 

learning, opportunity identification, and adaptation in 

uncertain environments. Belief systems communicate core 

values and strategic direction, fostering commitment and 

coherence across organizational levels, while boundary 

systems establish acceptable limits to risk-taking and 

behavior, ensuring strategic discipline. 

Together, these levers form a multifaceted control 

architecture that allows managers to simultaneously enforce 

consistency and stimulate innovation. This balancing act is 

particularly critical during periods of organizational change, 

when the need for agility and experimentation must be 

managed alongside the requirement for coordination and 

performance monitoring. Importantly, the interactive use of 

control systems can transform MCS from passive monitoring 

tools into active instruments of strategy formulation and 

organizational learning. Research has shown that such dual 

usage of control systems contributes to the development of 

dynamic capabilities and enhances organizational resilience 

in the face of uncertainty. 

Building on the integration of these two perspectives, we 

propose a contingency-sensitive conceptual framework in 

which MCS are configured and used according to both the 
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nature of environmental volatility and the organization’s 

strategic intent. Under conditions of low uncertainty and 

incremental change, organizations may emphasize diagnostic 

and boundary controls to reinforce stability, efficiency, and 

goal achievement. Conversely, when operating in high-

uncertainty environments that demand strategic renewal, 

interactive and belief systems become more salient, 

supporting open communication, exploration, and alignment 

with emergent priorities. In this view, MCS evolve from being 

mere repositories of information and accountability to 

becoming enablers of transformation. 

Ultimately, this theoretical integration reframes MCS as 

both structural anchors and learning platforms during 

organizational change. They provide the formal infrastructure 

needed for accountability and control, while also enabling 

real-time adaptation and strategic responsiveness. This dual 

role underscores the importance of designing and deploying 

MCS not as static systems, but as adaptable and contextually 

responsive tools that mediate between strategy, structure, and 

performance. By aligning control system design with 

environmental and strategic contingencies, organizations can 

better navigate the complex and dynamic challenges 

associated with change. 

4. Challenges and Opportunities in the 
Digital Era 

Organizational change introduces ambiguity, disrupts 

routines, and often leads to resistance and coordination 

challenges. In such a context, Management Control Systems 

(MCS) can play a critical role in ensuring that strategic 

intentions are not only communicated but translated into 

coherent, coordinated action. Building on the dual framework 

introduced in the previous section, this part identifies three 

strategic roles that MCS typically assume during 

organizational transformation: guiding execution, enabling 

adaptation, and managing risk. 

Diagnostic control systems help address execution gaps by 

establishing measurable targets, setting clear performance 

indicators, and monitoring progress against strategic 

milestones. They enhance managerial clarity and reinforce 

accountability. Interactive control systems, in contrast, 

facilitate dialogue, promote responsiveness, and enable real-

time strategy adaptation. Together, they provide both 

structure and flexibility. 

Finally, MCS manage uncertainty and mitigate risks by 

providing consistent communication, defining acceptable 

behaviors, and detecting emerging issues through continuous 

feedback. This supports organizational resilience during 

turbulent transitions. 

5. Future Outlook and Conclusion 

This study has examined the strategic role of Management 

Control Systems (MCS) in facilitating organizational change, 

drawing on contingency theory and Simons’ Levers of 

Control framework. The conceptual model developed herein 

positions MCS as both guiding mechanisms and adaptive 

levers, enabling organizations to align strategic intent with 

operational execution, foster learning, and mitigate risk—

each of which is critical to effective transformation. 

Practically, the findings underscore that MCS should not be 

perceived as static instruments of oversight, but rather as 

dynamic, context-sensitive systems. Organizations 

undergoing change are advised to integrate both diagnostic 

and interactive control uses, underpinned by clearly 

articulated belief and boundary systems. This balanced 

approach enhances an organization’s ability to simultaneously 

maintain strategic focus and adapt to emergent challenges—

an increasingly vital capability in today’s complex 

environments. 

Several dimensions merit further investigation. First, the 

interaction between MCS and organizational learning 

mechanisms is particularly salient. MCS, especially when 

employed interactively across functions, can act as platforms 

for double-loop learning, shaping shared mental models and 

enhancing real-time responsiveness to environmental signals. 

Similarly, leadership style emerges as a critical moderator of 

MCS effectiveness. Transformational leaders are more likely 

to employ interactive controls to cultivate adaptability, 

whereas transactional leadership may favor diagnostic 

controls, risking rigidity in dynamic contexts. 

The digitalization of enterprise systems presents another 

pivotal area. As firms implement integrated platforms such as 

SAP or Oracle, the logic of control shifts from manual to 

algorithmic, necessitating a redesign of MCS to support real-

time, data-rich decision environments. However, 

technological transformation must be accompanied by 

cultural readiness and employee engagement to ensure 

successful adoption. 

Contextual sensitivity remains essential, especially for 

multinational corporations. Control systems must be adapted 

to diverse institutional and cultural environments to avoid 

unintended consequences. For instance, participatory controls 

may be less effective in high power distance cultures, 

suggesting the need for culturally attuned control designs. 

Theoretical developments in the field are increasingly 

advocating for the integration of behavioral perspectives—

such as sensemaking and organizational identity theory—into 

MCS research. These lenses offer valuable insights into how 

individuals interpret control signals and respond emotionally 

to accountability mechanisms during change. Such micro-

level understandings are vital to improving the design and 

implementation of control systems. 

Moreover, the growing emphasis on environmental 

sustainability is reshaping MCS. Contemporary systems are 

being used to monitor ESG metrics, such as carbon emissions 

and ethical sourcing, thereby transforming control 

frameworks from financial performance tools to vehicles for 

long-term value creation and societal impact. This represents 

a paradigmatic shift in how control is conceptualized and 

operationalized. 

Looking ahead, future research should explore how MCS 

interact with change agents at different organizational levels, 

from top management to frontline employees. It is equally 

important to investigate the unintended consequences of 

control misuse, including innovation suppression or 

bureaucratic inertia. Methodologically, longitudinal case 

studies and cross-industry analyses may yield richer insights 

into the dynamics of control in diverse change contexts. 

Additionally, the integration of MCS with enterprise risk 

management (ERM) systems offers fertile ground for future 

exploration. When effectively aligned, MCS can act as both 

performance drivers and risk mitigators, combining real-time 

monitoring with proactive scenario planning. 

Finally, regulators and standard-setting bodies have a role 

to play in guiding the evolution of MCS frameworks, 

particularly as firms increasingly disclose non-financial 

performance metrics. Promoting innovation in control 
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design—while safeguarding transparency and 

accountability—should be a shared priority. 

In summary, MCS are evolving from passive oversight 

tools into strategic enablers of change. Their importance will 

continue to grow amid heightened uncertainty, technological 

disruption, and stakeholder complexity. By embracing MCS 

as instruments of strategic navigation, organizations can more 

effectively manage transformation and shape resilient, 

forward-looking futures. 
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