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Impact of Misfit between Management-Control-System and Business-Strategy on 
Performance 

ABSTRACT 

In Sri Lanka the telecommunication industry is a fast growing sector and at the moment 

there are seven telecommunication companies operating on the island. 	Their 

performance styles are not same, and it is believed that the Management Control 

Systems (MCSs) and Business Strategies (BSs) adopted by them mainly affect their 

performance as companies. In this context, the purpose of this study is to identify how 

compatibility between MCS and BS affects company performances in the 

telecommunication industry in Sri Lanka. In order to collect data for this study, sixty-

two middle-level managers in the telecommunication industry were interviewed. 

Further, this study draws on Miles and Snow's strategy typology and five MCS 

variables (performance evaluation, communication, product and market policy, 

commitment and compensation) and investigates how a misfit of those two independent 

variables impact on financial performance. Under a multi-item scale approach several 

ordinary-least-square regressions were done to classify the firms as defender, 

prospector, analyser and reactor. A system approach was adopted to measure the misfit 

using weighted Euclidian distance from the ideal configurations along the five MCS 

variables. It is statistically proven that the misfit between MCS variables and BSs has a 

significant negative implication about a company's performance. Moreover, it is 

discovered that the correlation between misfit and financial performance for critical 

control variables is significantly more negative than the correlation between misfit and 

financial performance for the non-critical variables for all types of strategies. Further, it 

is found that some companies have to rethink about their MCSs in order to perform well 

in Sri Lanka. 
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