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ABSTRACT

This work focuses on enriching the already available theory concerning public sector management.
Experiential validation of employing the Balanced Scorecard for the public sector organisations is
examined. An interpretive paradigm in combination with an action research strategy was employed
in carrying out the study. The data were collected using both focus group discussions and personal
interviews. The analysis was through content and interpretation examination. It is assumed that this
study, having focused on one authority whose function is to enhance skills development within the
information and communications technology sector in South Africa. The results in this work indicate
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that public organisations should endeavour to put people they serve (clients) at the forefront of their
strategic plans. This result confirms the results reported by Kaplan and Norton [9]. Still the study
findings indicated that bodies that fund public organisations should as well be taken as
stakeholders in the organisational strategic plan, and require to be satisfied in order to ensure
continuity of funding. Departmental balanced scorecards should be embraced in contrast to an
entire organisational balanced scorecard which seems to be a suggestion from some researchers
and scholars. The core advantage with this is that it enhances corporation as opposed to
individualism and leads to cohesion rather than divisions.

Keywords: Public sector organisations;
experiential validation.

1. INTRODUCTION

The concept of a Balanced Scorecard (BSC) was
developed by [1]. Irregularities embroiled in the
orthodox financial performance measurement
methods led to the evolution of the BSC. It never
took long, after a decade; over 1000
organisations had embraced the implementation
of the BSC [2,3]. Currently many of the public
and private organisations have taken up the
implementation of the BSC [4,5]. The widespread
adoption of the BSC is associated with its
multifaceted technique to performance
measurement [4]. With reference to the
traditional performance measurement methods
whose focus was solely on the financial metrics,
the BSC puts emphasis on three more
performance measures, which are; Internal
process, learning and growth, and customers
(stakeholders) to ensure that there is provision of
a holistic performance measurement viewpoint
[1,6].

Though the Balanced Scorecard has primarily
been in mostly profit focused (private) sectors, it
has a pronounced potential to immensely
enhance the management of public sector
organisations (PSOs). While the financial
perspective delivers a clear long-run objective for
profit seeking organisations; for PSO, it may
serve as a constraint and therefore cannot be
considered as an objective.

In South Africa, the role of the public sector is to
provide a combination of well conceived
solutions mediated by human resources to
enhance service delivery through continuous
innovations, such as technological advancement,
self-service and data analytics tailored for local
government use. One important form of public
service delivered by the local governments is
higher education and skills training that is majorly
provided by public schools and universities. As

balanced scorecard; management control

systems;

public entities these institutions are mandated to
comply with the regulations and needs stipulated
by the government. For these entities to be
supported in their daily activities, they require a
well-grounded enhancement mechanism in the
form of a benchmark to assist them, within the
legal domain to secure funding from both public
and private organisations, to be able to account
for resources from the funders, manage
contracts, procure goods from internal and
external markets. This benchmark enhancement
can be viewed as a tugboat, assisting the public
organisations to manoeuvre in the stagnancy of
mediocrity.

In this work, the experience of using the
Balanced Scorecard as a planning and
performance appraisal tool for helping public
sector organisations is presented. The PSOs are
expected to achieve the following in the event of
having appropriate performance measurement
tools:

» Describe their objectives and targets.

» Describe their performance measures.

» Describe their actions for guaranteeing
performance improvement.

e Guarantee the institutionalization of a
virtuous quality improvement cycle.

Kaplan and Norton [1] as cited by [7] indicated
that the BSC enhances organisations to respond
to questions:

e How do customers see us? (Customer
perspective).

e What must we
perspective).

e« Can we continue to improve and create
value? (Learning and growth perspective).

e How do we view our shareholders?
(Financial perspective).

excel at? (Internal
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As a case study of a public sector organisation,
the Media, Information and Communications
Technology Sector Education and Training
Authority (MICT SETA) was established in terms
of the Skills Development Act of 1998. The MICT
SETA is a public sector organisation with a
principal mandate of enhancing  skills
development for the people of the Republic of
South Africa [8]. It does not aim at gaining profit,
but to manage resources that enhance skills
development for the media, information and
communications technology sector. For this
specific situation, [9] suggested that, “For a non-
profit or government agency, however, the
financial measures are not the relevant indicators
of whether the agency is delivering on its
mission. The agency's mission should be
featured and measured at the highest level of its
scorecard” [7].

2. OVERVIEW OF MICT SETA

The Media, Information and Communications
Technology Sector Education and Training
Authority (MICT SETA) was established in terms
of the Skills Development Act of 1998. it has the
responsibility for Skills Development over its
entire sector which encompasses 127 large, 256
medium and 2289 small levy-paying firms [8].
MICT-SETA is an authority with 80 employees,
in its leadership organisational structure is:
Chairman of the Board and Chief Executive
Officer these positions are for the top most
leaders in the MICT SETA sector. There are also
eight (8) managers who oversee the daily
running of the organisation which are; Manager
for Quality assurance; Manager for Corporate
Services; Manager for Sector Skills Planning;
Manager for Quality Management Systems and
IT; Manager for Learning Programmes; Manager
for Marketing and Communications; Manager for
Human Resources and Manager for Supply
Chain Management.

2.1 Purpose of the Study

The purpose of the study is to contribute to the
public sector management literature by
presenting both real-world and hypothetical
considerations that will be of use to professional,
technical and other think tank stakeholders to
offer better organisational management skills for
the PSOs.

The study also aims at assessing whether
Kaplan and Norton’s Balanced Scorecard can be

of help to public sector
improving their performances.

organizations by

2.2 Justification of the Study

There is considerable literature to justify that the
BSC has long been documented as a
performance measurement system and a
strategy implementation practice [10] as stated
that over 50% of the Fortune 500 companies are
employing this method as a performance
measurement and strategic management system
[11]. Nevertheless, there is agreement that
application of the BSC principles in the PSOs
has been given little attention and its adoption
therefore is likely to present unique challenges
[12,13,14,15].

The rest of the paper is organised as follows:
The theoretical background of the study is firstly
presented. Secondly, presentation of the
research methodology, pointing out the
philosophical technique on which the study is
grounded in relation to data collection, analysis
and research plan is done. Thirdly, analysis and
study findings are discussed. The theoretical and
empirical contributions of the study are presented
in the concluding remarks.

3. THEORETICAL BACKGROUND

Chang [16] and Afaanz [17], argue that for the
last twenty years or so, a paradigm shift in the
public sector towards more accountability and
the adoption of new public management has
been noticed. This shift has previously been
experienced by private sector management
systems.

As the public sector faces considerable pressure
from both internal and external causes to show
or validate improvements in its performance [18],
numerous local/l municipal governments and
other relevant government departments are
picking up the interest in performance
measurement and dissemination of results for
improving performance and increasing
accountability [19,20].

Kaplan and Norton [21] contend that the BSC
translates mission and strategy of an
organisation to objectives and actions, organized
into four major perspectives which are: Financial,
Customer, Internal process, learning and growth,
Fig. 1.
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Fig. 1. The balanced scorecard (Kaplan & Norton [21  ])

They also stated that, “The four perspectives of
the scorecard permit a balance between short-
and long-term objectives, between outcomes
desired and the performance drivers of those
outcomes, and between hard objective measures
and softer, more subjective measures”. In [21],
the development of strategies is based on cause
and effect method. In this manner, “The
measurement system should make the
relationships (hypotheses) among objectives
(and measures) in the various perspectives
explicit so that they can be managed and
validated” [21] as cited by [7]. For, instance,
investments in learning will eventually lead to a
better internal business process, which, in turn,
has a likelihood of improving a customer’s
satisfaction and loyalty, and ultimately result into
higher returns on investments, which would
satisfy shareholders [9].

Based on the fact that, the BSC has been widely
implemented in a considerable number of for
profit inclined organisations, this study is focused
on its application in the not for profit
organisations or mainly the public sector
organisations. The BSC has been applied in
several countries whose public sector has
undergone reforms; that is, Australia, Britain and

New Zealand since the 1980s and consequently
many organisations are still undergoing the
process of change management [22,23].

In the face of being widespread in developed
countries, there is little empirical evidence
reported in the literature (that has been read) of
the application of the BSC in developing
countries mainly on the African continent, and no
evidence whatsoever for the specific case of
South African public sector organisations.

Lee [24] documents that, derived from strategy;
Stimulates continuous improvement; clearly
defined purpose; Simple to understand and use,
are the characteristics that justify the application
of the BSC as a useful system for improving
performance. In order to fit the modulus operandi
of not for profit organisation, [9], suggested that
the BSC requires some modifications, since the
goals of the PSOs are not mainly finance related.
They proposed relocating the customer to the top
of the strategic map. Though, even such a small
change could be somewhat complicated. In a
non-profit organisation, donors provide the
financial resources — they pay for the service —
while another group, the constituents, receives
the service. Who is the customer — the one
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paying or the one receiving?” [9]. For this
strategic challenge to be addressed, they
proposed that:

Organisations should position the donor and
recipient perspectives in parallel at the top of
the BSC. Objectives for both donor and
recipients, should be developed and then
specify the internal processes that deliver the
desired valued propositions for either groups
of customers [9].

Gomes & Liddle [7] documented that, in order to
successfully implement the BSC in Health Care
Organisation in the UK, they also proposed some
key measures:

« Demonstrate the BSC's theoretical and
practical potential to add service value.

e Obtain support to introduce the BSC;

« Do not ignore past experiences.

Chan [25] summed up by stating that, it was of
considerable importance to make the effort to put
the BSC in public organisations using a set of
eight factors:

« Top management commitment and
leadership buy-in;
« Departmental, middle-manager and

employee participation and buy-in;

e Culture of performance excellence;

e Training and education;

« Keeping it relatively simple, easy to use
and understand,;

e Clarity of vision, strategy and outcome;

» Link balanced scorecard to incentive; and

« Resources to implement system.

A procedural performance management method
was suggested by [24] on the basis of the four
dimensions of the BSC in PSOs, orienting the
study focus on a public school. The BSC has
also been used in some voluntary organisations
that are involved in health.

4. METHODS AND MATERIALS

There is not abundant literature on interpretive
studies focused on public sector performance
measurement. In regard to this unavailability of
considerable reference studies, an investigative
research based on the concept of
implementation of the BSC as a plan or strategy
as well as a performance measurement system
was adopted in this study. The focal organisation

was the MICT SETA which is primarily funded by
the government of the Republic of South Africa
through a skills levy to promote the development
of a skilled work force for both private and public
institutions.

In line with the philosophy of interpretivism [26],
data were gathered using an action based
research method, [27]. The participants were
managers, directors and staff of MICT SETA.
Semi-structured interviews, participant
observation and focus groups, were employed in
the process of data collection. The collected,
organised and cleaned data were analysed using
a combination of research assistants and
participants while embracing the content analysis
approach [28]. The study period was from
June to August, 2016. In June there was a
preliminary study and was repeated later in mid-

July when specific objectives, goals and
performance indicators were revised and
streamlined.

5. DISCUSSION OF RESULTS

In this section, the outcomes as they were
gathered from the inductive exploration are
presented. For a simplified exposition a
sequential order of presentation is adopted.

5.1 In the Month of June

The initial meeting was held in June 2016 when
the leadership structure the Chairman, the Chief
Executive Officer and managers came together
to examine the strategic plan for the organisation
and intervention plans for July 2016. For this
study particularly, the organisation wished to
examine the mission, vision, objectives and
actions points to guarantee continuity of MICT
SETA.

The initial BSC plan was structured on the first
day of discussion. It was agreed that the financial
scope should be positioned at the top as
indicated in Table 1. The pertinent challenges
that the South African public sector organisations
face prompted this action.

The sectional managers were tasked to come up
with an objective, a target and a performance
indicator for a respective strategy in the BSC, in
line with their operational domain. However, this
overwhelmed the management system with
performance indicators, but this was necessary
so that each managerial line would mimic a
business unit.
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Table 1. MICT-SETA strategic map for July, 2016: De veloped by author

Scope Approaches

Finance To ensure enough cash flow for supporting the authority’s
operation

Customers To ensure customer satisfaction

Internal process businesses

To modernize the whole information system in order to have

alignment and agility in processes

Learning and growth

To develop a training programme in order to keep employees

and staff motivated and resourceful.

For a long week of discussions, the relevant staff
came back with the objectives, targets,
performance indicators and point actions that can
enhance their attainment. This task yielded more
than 40 objectives that were suggested. There
was no problem with the large number of
objectives at this point as it was the initial step of
participation of the staff in a strategic planning
process and performance measures had been
part of their day to day tasks.

5.2 In the Month of July

In the second week of July, 2016 the team
returned with some amendments, this was in a
different venue all together to commence with the
strategic planning process. This was to take a
relatively longer period, July - September. At this
point each line manager reported his/her results.

After that, the group was called to make an
assessment of the entire process and the
advantage/damage done to the management
development. According to their experience and
discourses, the results were very good. The
departmental managers were certain that the
BSC framework had assisted in focusing on the
objectives, and the performance indicators were
essential instruments for supporting the control of
performance and targets. At the end discussions
were held and it was agreed that the BSC be
maintained as a strategy and performance
measurement system.

At that time, the top management put the
following guidelines to be followed in the course
of managing the authority ahead.

e To ensure that MICT SETA serves as a
reference for managing agreements and
contracts;

* To extend affirmative action towards MICT
SETA recognised as a supporting entity to
the South Africa Public sector in terms of
skills development.

» To propose alternative sources of funding
due to the constrained government budget.

e To reduce the legal and procedural
vulnerabilities;
e To fit MICT SETA’'s action within a

sustainable framework;
e To improve the human
development processes.

resource

A week later there was reconvention so as to
present the objectives, targets and probable
actions. On the overall the outcomes were much
better this time round, it is assumed that
participants had learned from their previous
errors. Section managers had suggested more
than one objective for each of the mentions,
Table 2, for the BSC.

The other participants were in full support of the
objectives that had been set before, and their
main intention was to define more appropriate
targets and unbiased performance indicators that
were in line with the guidelines suggested.

Finally, the number of previously proposed
objectives substantially decreased and the
degree of integration among the different
objectives was increased. Table 1 presents the
final list. From the outcomes, section managers
did not want to see their respective performance
levels decrease, as they assumed that the
performance indicator framework would be
applied for remuneration related policies in
future.

As opposed to competition that would have
emanated from the organisation’s divisions, the
management team met in order to give direction
on the common objectives that could easily be
achieved with less effort. As a consequence of
the action taken by the different section
managers, ideas were discussed to enhance the
quality of the services offered and to scrutinise
the process that was employed. The merit for this
process is evident from Table 2.
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Table 2. MICT SETA's main objectives a head of time

Section/Department Dimension Objective
Finance To improve income from the importation
process
Supply chain management Customer To improve customer satisfaction

internal process

Learning & growth

To improve the efficiency of the purchasing
system
To train employees in hegotiation processes

Marketing and
communication

Finance
Customer

internal process
Learning & growth

To reduce costs

To improve customer satisfaction

To implement the inventory control system
To improve scope of services

Corporate services

Finance
Customer

internal process
Learning & growth

To reduce operational costs

To improve customer satisfaction
To improve the information system
To improve image of the authority

Quality assurance

Finance
Customer

internal process
Learning & growth

To reduce operational costs

To ensure critical skills training

To ensure staff development

To train employees on service delivery
approaches

Learning programmes

Finance
Customer

internal process
Learning & growth

Ensure sustainability

Ensure client satisfaction

Improve information systems

Train employees on specific agreement
legislation

Sector skill planning

Finance
Customer

internal process
Learning & growth

Reduce operational cost

Increase customer satisfaction

To improve employees skilfulness

Update employees’ knowledge of legislation
and formal procedures

Human resources

Finance
Customer
internal Process

Learning & growth

To reduce costs

To customer satisfaction

To improve the internal communication
system

To train employees to act as developing
human resources rather than controlling
mechanisms

Quality management
systems and IT

Finance
Customer

internal process
Learning & growth

To reduce costs

To improve on customer satisfaction

To maximize computer systems resources
To improve on employees skills

The collaboration which was a consequence of
configuring the mission, objectives and action
points, that are taken as a result of using the
BSC, assisted the authority to improve its
performance, developing a better image among

all stakeholders.

Other managerial results of the BSC scheme are:

e The level of staff motivation is higher than
ever as measured by turnover numbers;

The quality of services provided is good,
according to a survey carried out among
service users and

The number of services rejected dropped
to almost zero, according to each
section/department’s internal report.

6. CONCLUSIONS

The BSC has been widely used as a
strategy and performance measurement
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tool in private sector organisations
globally. However with the introduction of
new public management systems, it is
being used for the same purpose in public
and non-profit organisations.

This work is a ground breaking action
research aimed at assisting the South
African public organisations to take
advantage of the BSC as a management
framework. The major goal of this study
was to corroborate the appropriateness of
the BSC as a strategy and performance
framework for the public sector
organisations.

The findings established that there are
some MICT SETA divisions with
operations that allowed managers to
develop a better understanding of the
BSC. Others did not have the same facility
for doing so; lack of facilities for other
divisions led to the proposing of hard to
achieve objectives in the required time
frame which was indeed very limited,
inappropriate targets and almost
unmeasurable performance indicators.
This could have resulted from inexperience
from the division managers and other
unforeseen circumstances, like some had
not taken part in the planning strategy prior
to the study.

It was observed that a poor understanding
of the BSC framework on the side of the
managers who are implementing the tool
can severely affect its positive impact on
the organisation.

Division managers acknowledged that the
BSC had assisted them to advance
realistic plans and to oversee their
jurisdictions better than before.

There was a consensus across the
management team and an acceptance that
the results from the BSC performance
indicators could be used as a basis for
launching a ‘performance remuneration
regime’, to be introduced in the future.

The outcomes of the study are in
agreement with the assumption that a
particular organisation should come up
with varying BSCs for each business unit
within the organisation as opposed to an
overall BSC system for the entire authority.
The study revealed that varying the BSC
implementations in the individual divisions
enhanced collaboration rather than
competition among the employees of the
organisation.
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