levers of control how managers use
innovative control systems to drive
strategic renewal

Levers of control are essential mechanisms that managers utilize to guide
organizations through periods of change and strategic renewal. In an
increasingly complex business environment, where market dynamics shift
rapidly and customer preferences evolve, the traditional control systems may
no longer suffice. Managers must adopt innovative control systems that not
only monitor performance but also foster adaptability, creativity, and
strategic alignment across their organizations. This article delves into the
various dimensions of levers of control and how they drive strategic renewal,
focusing on the framework developed by Robert Simons, which includes four key
levers: belief systems, boundary systems, diagnostic control systems, and
interactive control systems.

Understanding the Concept of Levers of Control

Levers of control refer to the different mechanisms that organizations deploy
to ensure that their strategies are effectively executed and that they adapt
to changing circumstances. Managers need to balance control and autonomy to
create an environment where innovation can thrive while still meeting
strategic objectives. The framework of levers of control offers a structured
approach to achieve this balance.

The Four Levers of Control

Robert Simons identifies four levers of control that managers can utilize to
drive strategic renewal:

1. Belief Systems

- Definition: Belief systems articulate the organization’s core values and
mission. They serve to inspire and motivate employees, providing a sense of
purpose.

- Role in Strategic Renewal: They create an environment where employees feel
empowered to innovate and align their personal goals with the organization’s
mission.

- Examples of Belief Systems:

Vision and mission statements

Core values and ethical guidelines

Leadership communication that emphasizes innovation

N

. Boundary Systems



- Definition: Boundary systems set the limits within which employees can
operate. They define acceptable behaviors and ensure compliance with
organizational policies and regulations.

- Role in Strategic Renewal: While these systems impose constraints, they
also encourage creativity by providing a framework within which employees can
explore new ideas without risking the organization’s integrity.

- Examples of Boundary Systems:

Codes of conduct

Risk management policies

Regulatory compliance frameworks

3. Diagnostic Control Systems

- Definition: Diagnostic control systems involve traditional performance
measurement tools that track and evaluate organizational performance against
predetermined goals.

- Role in Strategic Renewal: These systems help identify areas of
underperformance and facilitate corrective actions. However, they must evolve
to include metrics that reflect innovation and adaptability.

- Examples of Diagnostic Control Systems:

- Key performance indicators (KPIs)

- Balanced scorecards

- Financial performance metrics

4. Interactive Control Systems

- Definition: Interactive control systems are dynamic tools that facilitate
ongoing dialogue about strategy and performance between managers and
employees.

- Role in Strategic Renewal: These systems promote learning and adaptation by
encouraging feedback and discussions around strategic initiatives, allowing
organizations to pivot as needed.

- Examples of Interactive Control Systems:

- Regular strategy meetings

- Innovation workshops

- Cross-functional team collaborations

The Importance of Balancing the Levers of
Control

For managers, effectively balancing these four levers of control is crucial
to fostering an environment conducive to strategic renewal. A misalignment
can lead to a stifling of innovation or chaos in operations.

Strategies for Balancing the Levers

1. Align Control Systems with Organizational Goals
- Ensure that all control systems are aligned with the overarching strategic



objectives of the organization.
- Regularly review and adjust control mechanisms based on the changing
external and internal environments.

2. Promote Open Communication

- Foster a culture of transparency where employees feel comfortable sharing
their ideas and feedback.

- Create forums for discussing performance and strategy that engage employees
at all levels.

3. Encourage Experimentation

- Allow teams to experiment with new ideas and initiatives without the fear
of failure.

- Establish a process for evaluating and scaling successful experiments.

4. Integrate Learning and Development

- Invest in training programs that enhance employees' skills in areas such as
problem-solving, creativity, and strategic thinking.

- Encourage continuous learning to adapt to new market trends and
technological advancements.

Case Studies of Successful Implementation

Examining organizations that have effectively utilized levers of control can
provide valuable insights into best practices for strategic renewal.

Case Study 1: Google

Google is renowned for its innovative culture, which is supported by its
belief systems. The company promotes a mission-driven environment where
employees are encouraged to pursue their passions.

- Belief System: Google's mission to "organize the world’s information and
make it universally accessible and useful" inspires employees to innovate.

- Boundary System: The company establishes clear guidelines around ethical
behavior and data privacy, ensuring compliance while allowing creative
freedom.

- Diagnostic Control System: Google uses OKRs (Objectives and Key Results) to
track performance, focusing on both individual and team contributions to
innovation.

- Interactive Control System: Regular "TGIF" meetings allow employees to
engage directly with leadership, discussing ideas and strategic directions.

Case Study 2: IBM



IBM has undergone significant strategic renewal through its innovative
control systems that integrate technology and talent management.

- Belief System: IBM’s emphasis on "innovation that matters" aligns employee
efforts with societal impact.

- Boundary System: The company maintains a robust compliance framework that
guides employee actions while encouraging ethical innovation.

- Diagnostic Control System: IBM tracks progress through various metrics,
including market share in new technology segments.

- Interactive Control System: The company employs design thinking workshops
to foster collaboration and iterative learning across teams.

Challenges in Implementing Innovative Control
Systems

While the benefits of employing innovative control systems are clear,
managers may face challenges in implementation:

1. Resistance to Change: Employees may be hesitant to adopt new systems,
fearing the unknown.

2. Inadequate Training: Lack of proper training can hinder the effective use
of new control mechanisms.

3. Misalignment of Goals: If control systems are not aligned with strategic
objectives, they may create confusion and inefficiencies.

4. Overemphasis on Control: An excessive focus on control can stifle
creativity and innovation.

Overcoming Implementation Challenges

To effectively implement innovative control systems, managers should:

- Foster a culture of change acceptance through ongoing communication and
involvement in the process.

- Provide comprehensive training sessions to ensure all employees understand
and can utilize the new systems.

- Regularly assess and refine control mechanisms to ensure alignment with
strategic objectives.

- Balance the need for control with the necessity for creativity, encouraging
a mindset that values both structure and innovation.

Conclusion

In conclusion, levers of control play a pivotal role in how managers drive
strategic renewal within their organizations. By understanding and



effectively balancing belief systems, boundary systems, diagnostic control
systems, and interactive control systems, organizations can create an
environment that fosters innovation while ensuring alignment with strategic
objectives. As the business landscape continues to evolve, the ability to
adapt control mechanisms will be crucial for organizations aiming to thrive
in the face of change. Embracing a dynamic approach to control not only
enhances organizational performance but also cultivates a culture of
continuous learning and improvement, ultimately leading to sustainable
success.

Frequently Asked Questions

What are the primary levers of control in
management?

The primary levers of control include belief systems, boundary systems,
diagnostic control systems, and interactive control systems. Each lever
serves a different purpose in guiding and aligning organizational behavior.

How do managers use belief systems to drive
innovation?

Managers use belief systems to foster a culture of innovation by
communicating the organization's core values and mission, inspiring employees
to align their innovative efforts with the overall strategic goals.

What role do boundary systems play in strategic
renewal?

Boundary systems define the limits within which employees can operate,
ensuring that innovative initiatives align with organizational values and
risk tolerance, thus facilitating strategic renewal while mitigating
potential risks.

Can you explain the difference between diagnostic
and interactive control systems?

Diagnostic control systems focus on measuring performance against
predetermined goals, while interactive control systems encourage ongoing
dialogue and adaptation among managers and employees to foster innovation and
respond to changing environments.

How can interactive control systems enhance



strategic renewal?

Interactive control systems enhance strategic renewal by promoting continuous
communication and feedback, allowing managers to adapt strategies in real-
time based on insights gained from employee contributions and market changes.

What challenges do managers face when implementing
innovative control systems?

Challenges include resistance to change from employees, aligning control
systems with existing organizational culture, ensuring adequate training and
understanding of the systems, and balancing control with autonomy.

How do innovative control systems impact employee
motivation?

Innovative control systems can enhance employee motivation by providing clear
goals, recognizing contributions to innovation, and creating an environment
where employees feel empowered to take risks and contribute ideas.

What is the significance of aligning control systems
with strategic objectives?

Aligning control systems with strategic objectives ensures that innovation
efforts are focused on areas that drive organizational growth, thereby
maximizing resource utilization and enhancing overall performance.

How can organizations measure the effectiveness of
their control systems?

Organizations can measure the effectiveness of their control systems through
performance metrics linked to strategic goals, employee feedback, innovation
outcomes, and the ability to adapt to market changes.

What future trends are influencing the development
of control systems in management?

Future trends include the integration of data analytics for real-time
decision-making, the adoption of agile methodologies, a greater emphasis on
employee well-being, and the use of technology to enhance collaboration and
communication.
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