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Abstract

This study assessed the overall implementation and challenges faced while implementing the
balanced scorecard system as a performance measurement, strategic management and
communication system in three selected woredas of Kolfe Keranio Sub- city. The study tried to
assess the challenges faced; the benefits gained and compared the practices of BSC
implementation against the standard literatures of the system. A five-point likert scale
questionnaires and semi-structured interview questions were designed and administered to
240 senior officers and management members of the selected woredas. The total population
size of the study included management members and non-management senior officers of the
stated woredas was 602.The study used purposive sampling technique to select 240
respondents who have the working experience and knowledge of BSC implementation, of
which the responses of 181 respondents were analyzed. Common implementation challenges
such as ineffectiveness and inefficiency of the dedicated process, lack of BSC education and
training, inadequate IT support, limited organizational participation, and inadequate
planning and communication were observed in the selected woredas. The study also showed
implementation of BSC have been used in the selected woredas to address the deficiencies in
traditional management system, to clarify and translates vision and strategy, to communicate
strategy throughout the organization, to perform periodic and systematic strategic reviews, to
serve as a strategic management system, to align departmental and personal goals to the
strategy, to improve the quality of service , to minimize the time taken for delivering service,
to increase effectiveness in meeting customers demand ,and to decrease the level of resource
wastage. BSC implementation practice in the selected woredas varied across the four
perspectives. The practice was good at internal process and customer perspectives, where as
it was not satisfactory in the other two perspectives; finance perspective, and learning and
growth perspective. The study advised the selected woredas to create intensive awareness
creation activities about BSC, ensure organizational level participation, fulfill the necessary
resources, increase the effectiveness and efficiency of the Public service and Human resource
Office in overseeing the BSC implementation and, develop relevant IT system( fully automated)
to effectively take full advantage of the Balanced Scorecard system.

Key words: Balanced Scorecard, Internal process, customer perspective, finance

perspective, learning and growth perspective




CHAPTER ONE
INTRODUCTION

This chapter deals with back ground of the study, problem statement, objectives of the study,
the research questions, significance of the study, scope and limitation of the study.

1.1 Background of the Study

The Balanced Scorecard is a performance measurement and management toot that was
introduced in the early 1990s by Dr. Robert S. and Kaplan of the Harvard Business School.
In addition, Balanced Scorecard here after (BSC) is regarded as a comprehensive PMS that
promotes value creation to the management of an organization (Crabtree and DeBusk,
2008). Moreover Balanced Scorecard is a strategy management system that helps managers
to translate organization strategy into operational objectives and implement it

Since the concept was introduced in the early 1990s by Kaplan and Norton as a
performance measurement system, the BSC has attracted considerable interest among
different organizations, practitioners and researchers. According to Niven (2006), 60% of
the Fortune 1000 companies are either implementing or attempting to implement the BSC.
Further, a study conducted by Bain & Co (2009) states that about 49% of organizations in
North America, 54% in Europe, 52% in Asia, and 56% in Latin America use the BSC. Due
to its wide acceptance and effectiveness, the BSC was proclaimed one of the 75 most
influential ideas of the twentieth century by The Harvard Business Review (Niven
2005&2006).

Kaplan and Norton (1999) advocated the BSC as a management system designed for
organizations to manage their strategy. Specifically, the scorecard was a way to (1) clarify
and translate vision and strategy; (2) communicate and link strategic objectives and
measures; (3) plan, set targets, and align strategic initiatives; and (4) enhance strategic

feedback and learning.

BSC has promised many benefits. According to Lawson, Stratton and Hatch (2008),
operational and strategic benefits are the main benefits expected by every organization from

effective implementation of BSC. Tracking progress towards achieving organizational goals




and measuring performance at different levels from different perspectives are the most
important operational benefits. Whereas, the major strategic benefits include communicating
strategy to every members and stakeholders of the organization, and linking and aligning the
organization around strategy. BSC used as a tool for measuring performance, a strategic

management tool, and tool for communication.

Despite its worldwide popularity, the success of the BSC is quite low. According to
Atkinson (2006), cited by Othman, (2007), it is estimated that 70% of BSC initiatives have
failed. This fact brings to mind the difficulties involved in the implementation process of the
BSC, and the reasons which cause so many BSC initiatives to fail. Osborne and Gaebler
(1992, cited by Poister, 2003) in their book “Reinventing Government” stated: “What gets
measured gets done. If you don’t measure results, you can’t tell success from failure. If you
can’t see success, you can’t reward it. If you can’t reward success, you’re probably

rewarding failure. If you can’t recognize failure, you can’t correct it.

According to Aaltonen and lkavalko (2009, cited in Tsion, 2014), the major challenges in
implementing BSC appear to be more cultural and behavioral in nature, including the impact
of poor communication and diminished feelings of ownership and commitment. In addition
to these, another inhibitor to successful strategy implementation that has received
considerable amount of attention is the impact of an organization’s existing management
controls and particularly its budgeting systems. Budgets are increasingly viewed as being
bureaucratic, protracted, and that they focus on cost minimization rather than value

maximization (Wanjiku, 2009).

Initially BSC’s application was introduced in private sectors, and gradually its applicability
was expanded to public organizations. Now the concept embedded in BSC is increasingly
becoming applicable in both public and private organizations at large. Public
Administrations in many countries underwent reform in the last years of the twentieth
century. It was based on reforms such as a major emphasis on consumer orientation
(Aberbach & Christensen, 2005), privatization, decentralization, strategic planning and
management, outsourcing, new accounting methods, the measurement of results, financial
efficiency, and separation of politics from administrations (Lane, 2000). These reforms were

performed under the paradigm known as New Public Management (NPM) (Hood, 1991).




Although the NPM process has been criticized for not considering the peculiarities of the
public sector (e.g. Brown, et al, 2003), in all cases, the public sector reforms have focused
on increasing efficiency and effectiveness, seeking excellent organization. In this regard,
several public sector authors have suggested the use of business improvement
methodologies and techniques such as the Business Excellence Model (European
Foundation of Quality Management, 1999), and the Balanced Scorecard (Kaplan & Norton,
1992 & 1996) to assist in improving services and making more effective use of resources
(McAdam & Walker, 2003). The BSC approach can be an invaluable tool for governmental
administrators in transforming their organizations and those whose organizations have
implemented BSC have a strong belief that its benefits outweigh the costs (Chan, 2004).
Indeed, there is growing evidence on its suitability for application in the not-for-profit

sector, especially the government sector (Irwin, 2002).

For the public administration the economic and financial outlook is no longer considered to
be the primary aim, rather it is a mean to achieve the customer satisfaction. Due to the
different scopes of a private company and a public administration, the adoption of such a
tool in a public administration requires to amend the original architecture of the BSC. In
fact, many of the problems and difficulties associated with public sector measurement arise
from frameworks imported from the private sectors. Radnor and McGuire (2004) or Moullin
(2004) have confirmed this fact in their study showing that most performance measurement
solutions originate from profit generating commercial organizations, and as such have

limited application to public sector management.

In Ethiopia the public sector has undergone several reform initiatives at both federal and
regional government levels. After Ethiopian Government has launched a massive civil
service reform program throughout the country as of 2002, all public institutions are
compelled to re-engineer responsive, efficient and effective. As a result the BSC
management tool has been introduced over the last seven years. According to (Tsion, 2014)
many public sector offices in Ethiopia have implemented BSC. Based on the documented
information produced by the World Bank issued on 2015, it states that around nearly all of
the regional and federal government offices in Ethiopia have implemented BSC; the

institutions have integrated BSC measures in their strategic plans. But lack of good




governance and the public outcry for efficient and effective public sector service is still
widespread regardless of BSC and other public sector reforms implementation by the
government (Tola and Daniel, 2015).0n the other hand Government of the Country in
general, the City Government of Addis Ababa in particular are saying that BSC and other
public sector reforms are implemented effectively across all public sectors of the country.
These controversies initiated the student researcher to assess the BSC implementation
practice, the challenges faced, and the benefits gained from the implementation in the public

sectors.
1.2. Statement of the Problem.

After advocated to the public sector by Kaplan (2001) BSC has been used by many public
sectors across the world. Rehor and Holatova (2013) suggested that BSC implementation in
public sector is for increasing quality and efficiency of individual public services and
process of strategic management, and raising quality of life of citizens. But according to
Niven (2003) government organizations experience some degree of difficulty applying the
original architecture of the BSC, mainly due to the overriding financial perspective in the
NPM environment. Even if Kaplan(2001),advocated the uses of BSC to the public
organization for bridging the gap between vague mission and strategy; for developing a
process to achieve strategic focus ;for shifting their focus from programs to outcomes ;for
aligning initiatives, departments and individuals to work to achieve dramatic performance
improvements, recent criticisms of the balanced scorecard concerning lack of so called
cause-and-effect relationships, lack of clarity, and failure to consider some types of
stakeholders can tempered the above mention BSC uses (Johansson et al. 2006).In relation
to effective implementation, Niven (2002) suggests that cascading of strategy, linking the
BSC to compensation, and maintaining the BSC through constant review and automated
systems are critical elements. In addition Moullin (2004) has acknowledged that even if the
BSC model has been used in the public sector environments, there are still difficulties
associated in particular with its implementation in this sector. Similarly, Wisniewski and
Olafsson (2004) have highlighted that developing and adopting a BSC across a local

authority comprising a variety of complex services will be much more difficult than in a




private one. Therefore, the original BSC framework has recently been modified to reflect the

objectives of non-profit and government organizations.

While literature offers numerous studies about theory as well as application of BSC in
private organizations, still little attention has been paid to BSC application in the public ones
(Niven, 2011). When we come to studies regarding BSC implementation in Ethiopia public
sectors the problem is complicated. After the BSC management tool has been introduced to
the public sectors both at the federal and regional level over the last seven years, only few
research have been conducted regarding BSC implementation, even most of them were
conducted by student researcher. The study of Tolla and Daniel (2015) found the following
as major challenges of BSC implementation in selected sectors of Oromia Regional
Government: un systematic monitoring and the evaluation approach , top down approach,
the training which did not go deep enough to create a shared understanding and technical
mastery on the use of BSC, frequent turnovers of trained BSC employees and instances of
assigning the wrong person for training , low quality service ,problem with reward system
,problem of designing a performance management system ,erratic political and management
support , realization of intentions has remained more form than substance, limitations in
maintaining the momentum of the reform. In addition according to Yosef (2011) lack of
qualified civil servant, poor communication, lack of resource, limited commitment, limited
awareness about BSC, and slow pace of acceptance towards change were the major
challenges of BSC implementation in Adama City Administration. In addition to the above
challenges the study of Fetiya (2015) found lack of measurement for some objectives, lack
of clarity, overlap of responsibility, mistrust between management and the staff as major
challenges of BSC implementation at Federal Ministry of Health.

All of the above study have been conducted at the federal and (or) regional level. The
student researcher could not find any study conducted at the lower level of public sector
(woreda and sub-city level) which are very near to the public with the needed service. One
of the rationale for undertaking this particular study was the curiosity to check the practices
of the BSC at selected woredas of Kolfe Keranio Sub- City which are low level of
administration (public service organization) but very near to the public with the needed

service in Addis Ababa City Government Administration. Following this suggestion and




owing to the little information available in the literature regarding BSC implementation in
Ethiopia public service sectors especially at the low level government offices this study
aimed to provide additional insights on the implementation of BSC at the low level

administration( woreda and sub-city level )in Addis Ababa City Administration.

Tola and Daniel (2015) argued that, even if Ethiopia has been actively engaged in reforming
its public sector in an attempt to make it more responsive, transparent, flexible, and
compatible with the demand of the public and its constituencies; despite repeated
comprehensive reform programs and the acclaimed success stories by public authorities, the
public outcry for efficient and effective public sector service is still widespread. They added
that, to a certain extent the country is falling behind the standards of some African countries
to measure the effectiveness of the public sector. The country is also deteriorating in terms
of its global competitiveness ranking including institutional quality. On the other hand
Government of the Country in general, the City Government of Addis Ababa in particular
are saying that BSC and other public sector reforms are implemented effectively across all
public sectors of the country.

Thus; having these controversies this study wonders if the aforementioned and other
benefits and promises of BSC are being achieved in the public sectors under the study as it
has been said by the authorities. The study also intended to assess the aforementioned and
other challenges faced by the public sectors and the way they conquered them.

1.3. Research Questions
» What are the practices of BSC implementation in the selected woredas?

« What are the challenges encountered during BSC implementation in the selected
woredas?

* What benefits are gained from BSC implementation in the sectors (woredas) under the
study?

1.4 Objective of the study

1.4.1 General Objective

The general objective of this study was to assess the overall practices, challenges and
Benefits of BSC implementation in the selected woredas of Kolfe Keranio Sub city.




1.4.2 Specific Objectives
More specifically, the study intends to address the following specific objectives:
* To assess the BSC implementation practices in the selected woredas
* To identify the challenges that the organizations face in the implementation of BSC;

* To assess the benefits gained from BSC implementation in the selected woredas;
1.5. Significance of the study

* The study can provide some insight about proper balanced scorecard implementation to
the  management of Public sectors under the study; It can help to share the experience of
kolfe keranio sub city in general and the Selected woredas in particular in BSC

implementation with similar other organization;

* This study can give some insight and documented information for any student researcher
or others (those who wants to conduct further study on the topic) about the challenges,
benefits and practices of BSC implementation in such low level of public sectors ( woredas

and sub-cities) which are very near to the public with the needed service.
1.6. Scope of the study

Among many of government offices (public sectors) which implemented BSC the study was
conducted on 3 selected woredas of Kolfe Keranio Sub-city.Accessebility of information,
proximity, and familiarity of the organization to the researcher were among the criteria in
selection of the organization. This study focused on BSC implementation practices
specifically the BSC implementation practices across the 4 perspectives, the challenges
faced, and the benefits gained during BSC implementation. The study also focused on
Ethiopian government offices (public sectors) specifically 3 selected woredas of kolfe

keranio sub city..
1.7. Limitation of the study

The current study provided a number of useful insights on the benefits, practices and
challenges of BSC implementation in government offices. However, despite the efforts
made by the student researchers to ensure that the study is without flaws, there are several

constraints that need to be highlighted so that they can be addressed in the future. First, the




findings of the study were restricted to a sample size of 240 respondents who were based in
3 woredas under one sub city namely Kolfe Keranio Sub-City. Therefore, caution should be
exercised regarding the direct generalization of the findings to other contexts, sub-cities,
woredas and regions in the country and beyond. Second, lack of cooperation from
respondents in filling the questionnaires limited the outcome of the research. Moreover it
was not possible for the researcher to control how the respondents completed the
questionnaires. Consequently, respondents completed the questionnaires at their own time
and in the absence of the researcher. Greater accuracy could have been achieved if the
questionnaires had been completed in the presence of the researcher and his assistants. This
was not possible because the researcher did not have access to the offices and due to lack of
time. Third, the student researcher acknowledges the study’s reliance on descriptive

statistics as the primary data analysis method.

In order to overcome the limits the student researcher triangulated the data found from

different sources. More over the findings were concluded to only the selected woredas

1.8. Organization of the study

This paper consists of 5 chapters. The first chapter deals with the introduction part. It
consists of back ground of the study, problem statements, and objectives of the study,
significance of the study, Definition of Terms, Organization of the study, scope and
limitation of the study. The second chapter deals with the review literature. The BSC back
ground, frame works, benefits and challenges, the 4 perspectives of BSC are included in this
section. The third chapter deals with the research method and design. The research approach,
research design, the sampling issue, data collection instrument, the sources of data, and the
data analysis method included in this chapter. The fourth chapter deals with results of the
study and the discussion of the result .The collected data which shows the challenges and
benefits of BSC implementation as well as its practices across the 4 perspectives
systematically presented, analyzed and discussed under this chapter. The last chapter
(chapter5) deals with summarizing the major findings, making sound conclusions and

putting some recommendations.




1.9. Definition of Terms

Balanced Scorecard: is a tool that translates an organization’s mission and strategy into a
comprehensive set of performance measures that provides the framework for a strategic
measurement and management system (Norton and Kaplan, 1996).

Balanced Scorecard Perspective: the performance lens through which the organization shall
gauge its performance. Mainly, they are four: Financial, Customer, Internal business process
and Learning and Growth (Niven, 2006).

Cascading: refers to the process of developing Balanced Scorecards at each and every level
of your organization (Niven, 2006).

Lag Measure): are measures focusing on results at the end of a time period. They normally
characterize historical performance and are easy to identify and capture (Niven, 2006).

Lead Measures are measures that drive or lead to the performance of lag measures.
Management Members: refers to chief executives, sector managers, coordinators (team
leaders), in the 3 selected woredas under the study.

10



CHAPTER TWO
LITERATURE REVIEW

Under this chapter the origin, concepts, frame works, benefits, challenges , perspectives of

BSC and the conceptual frame work are presented the details are as follows.
2.1 Origin of Balanced Scorecard

Back in 1990, Nolan Norton Institute, the research arm of KPMG, sponsored a one- year
multi-company study called Measuring Performance in the Organization of the Future. The
study was motivated by a belief that existing performance measurement approaches,
primarily relying on financial accounting measures, were becoming obsolete. The study
participants believed that reliance on summary financial-performance measures were
hindering organizations' abilities to create future economic value (Kaplan and Norton,
1992).

Representatives from a dozen companies: manufacturing and service, heavy industry and
high-tech-met bi-monthly throughout 1990 to develop a new performance-measurement
model. Art Schneider man, the then vice president of quality improvement and productivity
at Analog Devices, came to one meeting to share his company's experiences with the

scorecard.

The subsequent group discussions on this experience of adopting the scorecard model to
measure performance led to an expansion of the scorecard to what is finally labeled a
"Balanced Scorecard,” organized around four distinct perspectives- financial, customer,
internal, and innovation and learning. The name reflected the balance provided between
short and long-term objectives, between financial and non-financial measures, between
lagging and leading indicators, and between external and internal performance perspectives.
Several participants experimented with building prototype Balanced Scorecards at pilot sites
in their companies. They reported back to the study group on the acceptance, the barriers,
and the opportunities of the Balanced Scorecard. The conclusion of the study, in December
1990, documented the feasibility and the benefits from such a balanced measurement system
(Kaplan and Norton, 1992). This finally gives birth to the concept of the Balanced Scorecard

11



which has subsequently been developed to one of the world’s known strategic management,

performance measurement and strategy communication tools.

2.2 Why Balanced Scorecard

If we can’t measure our processes, we can’t manage our processes. If we can’t manage our
processes, we can’t improve our processes. If we can’t improve our processes, we can’t meet
or exceed our customers’ expectations. What gets measured gets done. Measurement is core
of the Balanced Scorecard-BSC (Kaplan and Norton, 1996). In the same way (Stillar leader
ship, 2014) argued that you “can’t manage what you can’t measure.” In response to this the
balanced scorecard includes a series of measures that, when tracked, let managers know how
well the organization is performing. The scorecard helps you to monitor the organization

from four perspectives which are considered critical to any organization’s success.

To ensure their survival and growth in this neck-to-neck racing business environment,
organizations need to measure their performance from time to time and make the necessary
adjustments depending on circumstantial factors. Measuring organizational performance
strongly affects the behavior of people from within and outside of an organization. The
measurement system employed by the organization needs to be holistic one that is derived
from its strategy and capabilities (Kaplan & Norton, 1992).

According to Ruben (1999), one of the defining themes of contemporary organizational
theory is the emphasis of information and measurement for assessing, tracking and
promoting organizational excellence. Almost all company managers have no doughty to
believe in the necessity of measuring organizational performance. The problem, however,
arises when it comes to what should be measured and how it should be measured.
Traditionally, for-profit organizations have measured their performances using a financial
accounting model that emphasizes profitability, return on investment, sales growth, cash
flow or economic value added (Ruben, 1999). However, study after study indicated that
finance-based measures have inherent drawbacks to sufficiently represent the range of
factors associated with organizational excellence in modern times (Kaplan and Norton,
1992, 1996 & 2001; Ruben, 1992). In particular, Kaplan and Norton (1992) pointed out that
accounting-based measures: (1) are too historical; (2) lack predictive power; (3) reward the

wrong behavior; (4) are focused on inputs and not outputs; (5) do not capture key business
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changes until it is too late; (6) reflect functions, not cross-functional processes within a
company; and (7) give inadequate consideration to difficult-to-quantify resources such as
intellectual capital. Ruben (1999) has also suggested that accounting-based measures are
unable to capture key elements of an organization’s mission, customer satisfaction and
loyalty, employee satisfaction and turnover, employee capability, organizational adaptability
or innovation, environmental competitiveness, research and development productivity,

market growth and success, and other important company-specific factors.

Recognizing some of the weaknesses and vagueness of previous management approaches,
Kaplan and Norton have introduced the balanced scorecard approach in 1992. From its
outset, the Kaplan and Norton’s balanced scorecard looks at a company from four

perspectives.

Just as large ships chart their position before commencing a voyage, organizations should
measure their present position before determining their future direction (Nair ,2004). Kaplan
and Norton (1996b) argue that an organization’s measurement system greatly affects the
actions of people inside and outside the organization. They go as far as to say: “If you can’t
measure it, you can’t manage it.” Business performance measurement is a basic management
technique; it would therefore be expected that most organizations would have an established
performance measurement system by now (Neely, 1999:206). However, performance
measurement and management are generally problematic, with 80% of organizations
surveyed reporting that they had made changes to their performance management system

during the past three years, 33% of which were major overhauls (Niven, 2003:38).

2.3 Basic Components and Perspectives of BSC
2.3.1 Basic Components of BSC

According to Kaplan and Norton (1996) there are six basic components of BSC. They are

perspectives, themes, objectives, measures, targets, and initiatives.

Perspectives: There are four standard perspectives as suggested by Kaplan and Norton.
These are financial, customer, internal business process, and learning and growth. However,
organizations can choose any number of perspectives as may suit their need of sufficiently

measuring the present performance and the drivers of future performance. The number
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would depend on how the stakeholders’ expectations are being represented and the manner
in which the organization would decipher their strategy. All relevant factors for strategy
execution are accounted for in these perspectives, thus creating a balance between the short
term and long term objectives as well as linking the desired outcomes and the performance

drivers for those outcomes. Thus, perspectives are the basic architecture of BSC.

Themes: Themes are inherent in the strategy and provide an insight into how an
organization would carry out its mission. There are usually three to four basic themes
consisting of a collection of objectives across perspectives which enable execution of the
theme. Objectives: They highlight critical factors to the success of the organization which
must certainly be achieved.

Measures: What gets measured gets achieved. Measures help organization determine its
success in executing strategy. The two fundamental purposes served by measures are
organizational motivation and objective evaluation of the strategy as well as strategic

learning.

Targets: Targets help define the level of performance or the rate of improvement that is

needed.
Initiatives: These are key action programs that are required to achieve the objectives.

The distinguishing characteristic of BSC which is not found in other management control
systems is the assumption of the cause-and-effect relationships between measures across the
four perspectives. Strategy is understood in terms of a series of linked hypothesis that
describe cause-and-effect relationships. For example, it can be hypothesized that ‘employee

satisfaction’ shall lead to ‘employee retention’ and ‘employee productivity’.

Accordingly, when there is improvement in ‘employee satisfaction’ the other two ‘effect’
parameters shall also show improvements. If they don’t, the hypothesis can be considered
invalid. Thus, measurements in BSC provide an ongoing account of the projected cause and-
effect relationships across perspectives which are essential for making informed decisions.
The causal relationships across four perspectives help predict the financial performance
based on the indication from non-financial measures. BSC constitutes a good balance

between financial and non-financial measures. Objectives across the four perspectives show
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balance between the external measures usually present in the financial and customer
perspectives and the internal measures that are in the other two perspectives of internal
business process and learning and growth. It also indicates a balance between the lag

indicators of past performance and the lead indicators that drive future performance.

Balanced Scorecard Framework®

|

Financial <=
@57 7

<
To succeed &:&
financially, how
should we appear

1o our

shareholde rs?

Customer (Z /s o Internal Business &/
& A4 - é‘ S
To achieve our L FE .f Vision To satisfyour S =
visioxl‘gi how () & and * shnx.;holdns ;::I S &
hou! customers, w)
:o our el - e Strategy bnsinesm’
custome rs? processes must
! we excelat?
Learning &Gr A §, /4
LS, &

To aclieve our ~ < d
vision, how will (Ser S
we sustain our
ability to change
and improve?

Figure 2.1: The Balanced Scorecard Framework
Source: Adapted from Kaplan and Norton (1996a: 76)

2.3.2 Perspectives of Balanced Scorecard

According to many studies, the heart of the balanced scorecard is a framework of four major
categories or perspectives for strategy implementation — financial, customer, internal

business, and innovation and learning:

Kaplan and Norton (1992) divide the BSC into four quadrants of measures: financials,
customer, internal business process and learning and growth. The BSC philosophy assumes
that an organization’s vision and strategy are best achieved when the organization is viewed
from four perspectives (Drury, 2004). On the other hand Kaplan and Norton (1992) argued
that adoption of measures from the four quadrants are not mandatory, rather it is the need to

establish measures that link them to an organization’s strategy that guides the adoption.




According to Kaplan and Norton (2004), the balanced scorecard model is a conceptual
framework for translating an organization’s vision into a set of performance indicators
distributed among four perspectives: Financial, Customer, Internal Business Process, and
Learning and Growth as shown in the figure below. Each perspective is related to the other
three perspectives, meaning that the performance obtained in one perspective may influence
the performance obtained in the remaining. These relationships are schematically
represented in the so called “strategic map”. Moreover, for each one of the four perspectives,
it has to be defined an objective, that is the aim of the perspective measurement, the
measures that refer to this objective, the target values for each measures, that is the value the
organization aims to reach, and finally the initiatives, that is the actions that have to be
implemented in order to reach the above mentioned target values. A schematic
representation of a general model of BSC is depicted in Figure 2.2: The four perspectives of
the BSC model proposed by Kaplan and, Norton (1996 a)
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Figure 2.2: The Four Perspectives of the BSC

Source: Kaplan and Norton (1996a:76).
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A. Financial Perspective

The financial perspective represents the financial results of the strategies from the other
perspectives (Olve et al., 1999), and serves as a focus for the objectives and measures in all
of them (Kaplan and Norton, 1996a). Many aspects are taken into consideration, such as
owner’s expectations of the organization’s growth and financial progresses. What is
considered acceptable for negative financial results and possible financial risks may also be
taken into account. Every measure chosen should together be a part of trying to reach the

organization’s outmost financial improvement.

Kaplan and Norton (1996a) BSC model still use the financial perspective due to its ability to
summarize the readily measurable and important economic consequences of actions already
taken. This indicates whether the organization’s strategy and its implementation are
contributing to the bottom-line improvement (Kaplan and Atkinson, 1998). Measures of
financial goals can range from traditional accounting approaches such as total costs, total
revenue, profit margin, operating income, return on capital, to sophisticated value-added
measures intended to link managerial goals to shareholder interests (McKenzie and Shilling,
1998).

The first perspective is the financial perspective which holds a huge value in the balanced.
According to Lynch (2003), the financial perspective translates the purpose of the
organization into action through clarifying precisely what is needed and gaining
commitment to it. The financial perspective includes measures reflecting financial
performance. It also asks how the organization should appear to shareholders so that the
company can succeed financially. This perspective indicates if the business is improving the
bottom line, measuring items such as profitability and shareholder value. Financial
objectives reflect economic consequences of actions already taken in the other perspectives.

B. Customer Perspective
The customer perspective explains the means to create value for customers and how
customers demand for this value in order to get satisfied and why they are willing to pay for

it (Olve et al., (1999). This perspective serves as a guideline for the internal process and the
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development efforts of the organization. According to Olve et al (1999), one could say that
this part of the process is the heart of the scorecard. If the organization provides product or
services which are not satisfactory, it cannot generate a profit and this will lead to a

termination of business (Olve et al., 1999).

The main factors that should be considered in this perspective are customer loyalty, and how
the organization can build on this. Olve et al (1999), states that to be able to comprehend the
buying process it is important to understand how the product or service offered affects the
customer. It is also important to compare the price with other factors such as quality,
functionality, delivery time, image, and customer relations. However, it is of significant
value for the organization to distinguish customer preferences so it is based on upon
customer value and not the organization’s own interpretation. From the customer perspective
of the BSC, it is very important for managers to identify the customer and market segments
where the organization will compete with its competitors and determine the performance
measures of the organization in these targeted segments (Kaplan and Norton, 1996a).They
added that it enables companies to align their core customer outcome measure that is:
satisfaction, loyalty, retention, acquisition, and profitability to targeted customers and
market segments. It also enables companies to identify and measure explicitly, the value
propositions they will deliver to targeted customers and market segments. The perspectives
help organizations to translate their mission and strategy statements into specific market and
customer based objectives. On the other hand Arveson (1998) argues that poor performance
from this perspective is a leading indicator of future decline, regardless of the current
financial indicator. The customer perspective enables business unit managers to articulate
the customer and market-based strategy that will deliver superior future financial

performance.

The customer perspective asks how an organization should appear to customers to achieve
the organization’s vision. Customer objectives identify customer and market segments
where the business would compete and what performance would be expected for these
targeted segments. The scorecard focuses on customer concerns primarily in four categories:

time, quality, performance and service, and financial returns (Kaplan and Norton 1996a).

C. Internal Business Process Perspective
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To fulfill the shareholders’ expectations and customer needs, the organization must identify
the processes through which the measures to see what generates the right forms of values
(Olve et al, 1999). An organization must often identify totally new processes to meet
financial and customer perspectives (Kaplan, Norton, 1996a). The objectives and measures
in this perspective manage the long wave innovation cycle and the short wave operations
cycle. The long wave innovation cycle is when value is created by constantly developing
products or services to cope with the changes within customer needs. The short wave
operations cycle is when value is created for a product or service through a process from
producing to delivering (Kaplan and Norton, 1996a). From an internal business process
perspective of the BSC, managers identify the critical internal processes at which the
organization must excel. According to Kaplan and Norton (1996a), identifying the critical
internal business processes enables the company to deliver the value propositions that are
crucial to attract and retain customers in targeted market segments; and to satisfy

shareholders expectations for the excellent financial returns.

According to Lynch (2003), the internal prospective concerns internal performance
measures related to productivity, capital investment against cost savings achieved, labor
productivity improvement and other factors that will indicate the way that the organization
was undertaking the strategy inside the company. In this perspective, executives identify the
critical internal processes in which the organization must excel (Kaplan and Norton 1996a).
The internal business perspective asks what business processes the organization should excel
at to satisfy shareholders and customers. This perspective measures the internal business

processes, core competencies, and technologies that would satisfy customer needs.

D. Learning and Growth Perspective

For an organization to survive over a long period of time, the learning and growth
perspective must provide the organization a long run renewal for it to cope with the changes
in the environment (Olve et al, 1999). It is sufficient to maintain and develop the knowledge
of satisfying customer needs and sustain the necessary efficiency and productivity of the
processes which creates value for the customer. The objectives in this perspective supply an

infrastructure to reach the objectives in the other perspectives (Kaplan, Norton, 1996a).
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There are three categories distinguished for the learning and growth perspectives which are:
the competence of the employees, the information system performance, and motivation. The
employees are those who are close to the customers and to the internal processes. The
organization must let the employees be a part of the processes to improve the customer
satisfaction. the innovation and learning perspective asks how the organization would
sustain its ability to change and improve to achieve the organization’s vision. The learning
and growth perspective identifies the organization’s infrastructure needed to support the
other perspectives’ objectives. This perspective measures a company’s ability to innovate,

improve, and learn, such as the ability to launch new products.

The adoption and implementation of balanced approaches to performance management has
been popular for several years, yet empirical evidence from the manufacturing and industrial
sectors appears to far out-weigh that from public service environments (Ittner and Larcker,
1998; Johnsen, 2001; Radnor and Lovell, 2003; Eskilden et al., 2004; Moxham and Boaden,
2005). The BSC, as described above, is generally referred to a private organization that is a
company where the focus is mainly on the financial perspective. When the organization is a
public one, its main focus moves from the purely financial perspective to the mission, as
shown in Figure 2. In the public sector, the measures of a BSC are not simply focused on
costs, but also on efficiency and effectiveness. As proposed by Wisniewski and Olafsson
(2004), there is an implied logical hierarchy in the perspectives that differs between a private
and a public organization: for the former, the ultimate goal is financial, and the learning and
growth perspective helps a company in improving its processes (internal business processes
perspective), that in turn impacts on the “customer perspective” results that, finally, leads to
improved financial performance. As for the public organization, instead, the learning and
growth perspective is equally important with respect to the financial perspective that is seen
as an enabler instead of an objective and the final objective refers to the customers’
perspective. Moreover, while for the private sector the BSC may be seen as a mechanism
allowing the performance management improvement, for the public sector it is also an
external performance reporting. Thus, there appears to be a general consensus among
researchers and practitioners that transposition of private sector performance models do not

readily fit within a public sector, thus requiring some adjustments of this model (Kaplan,
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2001; Radnor and McGuire, 2004; Moullin, 2004; Wisniewski and Stewart, 2004; Adcroft
and Willis, 2005; Pidd, 2005). In particular, Moullin (2004) has acknowledged that even if
the BSC model has been used in the public sector environments, there are still difficulties
associated in particular with its implementation in this sector. Similarly, Wisniewski and
Olafsson (2004) have highlighted that developing and adopting a BSC across a local
authority comprising a variety of complex services will be much more difficult than in a

private one.
2.4. Steps and the Key Success Factors of Balanced Scorecard
Implementation

2.4.1 Steps of Balanced Scorecard Implementation

BSC is rooted in the vision and strategy of the organization. It translates the mission and
strategy into tangible objectives and measures. These measures are the links between the
strategy and the operative actions. Hence, the selection and monitoring of measures and
targets is at the heart of BSC implementation. Kaplan and Norton give a five- step
development processes for BSC. This process is primarily iterative, as each step gets
revisited often. As implementation progresses, issues surface and adjustments are required
for refining the scorecard (Kaplan and Norton 1996b).The stages of implementation as given
by other authors and consultants are along similar lines. But Armstrong and the Balanced

Scorecard Institute give their own steps of BSC implementation..

According to Armstrong (2006), the major steps required to introduce and operate a
balanced scorecard approach are: Define the elements of the scorecard, Identify performance
drivers, Identify performance measures, Communicate, Operationalize, Train and
Monitoring, evaluation and review. On the other hand the Balanced Scorecard Institute
introduced the following 9 steps of BSC application which has been used in Ethiopian public

sectors.
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Nine Steps to Success™
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Figure 2. 3: The nine steps to implement BSC
Source: Adopted from Balanced scorecard Institute (2009:25)

1. Assessment

Does the organization need BSC implementation or not? In order to know that your
organization needs BSC, there are around 20 questions that the company need to answer,
and each question has five choices, and if you score 70-80%; then the organization is
implementing the organization’s strategy properly, however; if your performance is below
70-80% score then you should follow the following nine steps in order to implement your
strategy through BSC (Niven, 2006). In order to implement BSC successfully organizations
should have to undertake SWOT analysis, then identify enablers (opportunities and strength)
and pains (weakness and treats) and also identify target customers and stakeholders this is
done by taking in to account the organization’s mission, vision and core values. This will

help to provide direction to the organization successes.
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2. Strategy

Strategy is a hypothesis or a best way, for the organization to achieve its vision and mission
and satisfy its customers and stakeholders. In this phase the organization identifies the
business strategy taking the mission, the vision and the core values of the organization in to
account. But we have to bear in mind that BSC is not a tool to formulate strategy; it is a tool
to implement and take action on the designed strategy, so in order to be successful in
implementation of the strategy, the formulated strategy should be good. Even though we
know that good strategy alone does not guarantee for proper execution. According to Beer &
Eisenstat (2000) strategy will fail if it has:

[ Top down style,
[1 Unclear and conflicting priorities, and ineffective senior team,

[J Poor vertical communication, and Poor coordination across business units or functions

and
(] Inadequate down the line leadership skills.

Then formulating strategic theme; strategic theme is an area in which your organization
must excel in order to achieve your vision. According to the balanced scorecard Institute,
themes are essential strategic elements that form the foundation for a balanced scorecard.
Each theme has a “strategic result” associated with it. Strategic results are measurable and
explicitly defined using outcome language (Rohm, 2008) .Strategic themes help create
organizational alignment by cutting through all the four perspective. The strategic theme
(focus area) of the organization will be emanated through identifying and understanding the
customer and stockholder need and core value and design the expected result from each

theme.
3. Strategic objectives

Objectives refer to the actual results the organization hopes to achieve. A strategic objective
is used to break strategic themes in to more actionable activities that lead to the strategic
results (Rohm, 2008). According to stellar leadership strategic objectives is also used to
translate strategy into measurable and actionable components that can be monitored.
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4. Strategic Mapping

A strategy map links the high level goals of the organization — its mission, values and vision
— with meaningful and actionable steps each employee can take. Strategy maps are built
around the structure of the four perspectives. Linkages between each of the four
[perspectives] represent a critical component of the BSC (Kaplan & Norton, 2001). These
linkages show that each of the four [perspectives] serves to enhance the other [perspectives],
while improving overall organizational performance, in this way, goals and actions of the
organization, departments, and individuals can be combined and coordinated to improve
outcomes .They also ensure that the organization’s objectives in each of these perspectives
are consistent and internally aligned. Isoraite ( 2008 ) Strategy maps clarify all cause-and-
effect relationships so that an effective strategy can be developed and then optimized over
time, so strategic mapping are the interface between strategy and the Balanced Scorecard.
According to the research made by Othoma (2006) the evidence suggest that developing a
causal model of a strategy affects the implementation of the BSC. It shows that those who
did not develop a causal model encountered considerable problem in implementing the BSC.
Among other things, the absence of a causal model created difficulties in developing the
non-financial measures, developing an action plan of the strategy and the process of
cascading the scorecard to lower levels of the organization. The absence of a causal model
of the strategy may lead organizations to develop performance measures that are
unconnected to the strategic issues of the organization. The absence of causal model of the
strategy is akin to a person driving a car in an unfamiliar place without a map. He may be
clear of his final destination but he hasn’t got a clue how to get to the destination (Kaplan
and Norton, 1996b). So the simple act of describing strategy via strategy maps and
scorecards makes a major contribution to the success of the transformation program (Kaplan
and Norton, 1996b; Mackay, 2010)

5. Performance measure

Measures define how the organizational unit measures its performance. These are indicators
to track the performance of the organization by providing essential information needed to

enable control and monitor the organization. Performance measures are linked to objectives
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and allow the organization to measure what matters and track progress toward desired
strategic results. Measures allow the organization to track results against targets and to
celebrate success and identify potential problems early enough to fix them. The concept of
targets is used to identify the actual level of performance the unit hopes to reach. Targets
and thresholds provide the basis for visual interpretation of performance data, to transform
the data into business intelligence. Ketelhohn (1999) found that the identification and
selection of appropriate measures and key performance indictors enhance the
implementation and acceptance of business strategy, at the same time as enhancing
employee understanding of the business. Furthermore, Forza and Salvador’s research (2000,
2001) supports the suggestion that employee communication that focuses on feedback from
measures increases collaboration and facilitates buy-in. But Braam and Nijssen (2004) argue

that performance will be harmed if the measures are seen as an end instead of a means.
6. Initiatives

Initiatives refer to the programs or policies the organizational unit will employ to reach its
objectives and targets; these are projects or actionable projects that help to ensure strategic
successes. Initiatives translate strategy into operational terms, and provide a basis for
prioritizing the budget and identifying the most important projects for the organization to
undertake. According to settler leadership Initiatives and action plans are agreed as a set of
programs and projects that need to be implemented to ensure the success of a strategy. After

this step completed scorecard rollout will be made.

7. Automation: Using software to automate the collection, reporting, and visualization of

performance data.
8. Cascade

Once an organization has developed a BSC the next task is to move the concept down the
organization hierarchy and devise complementary scorecards. Cascading is about creating
alignment around the organization’s shared vision, to make strategy actionable to
departments and down to individuals. Align the organization through strategy, using the
strategy map, performance measures and targets, and initiatives. Scorecards are used to

improve accountability through objective and performance measure ownership. Cascading is
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important to clearly translate the organization mission, vision and strategic objective down
to the organization hierarchy, however; too much drill down will develop a plethora of lag
and lead indicators and the linkages between them and the business vision would be lost
(Shadbolt et al 2003). So this lead the BSC to becoming a measurement process and not a
management process as it is designed to be. However; given the complexity of some of the
[complex Dbusinesses] researched some drilling down is essential if strategy is to be
translated into operational terms. This ensures that the efforts of the organization’s

employees are relevant, understandable, measurable and controllable.
9. Evaluation

The effectiveness of the balanced score card is based on its ability to translate a firm’s
mission and strategy in to a comprehensive set of performance measures (Kaplan et al.,
2001a). Besides in order to succeed, it cannot be viewed as a one-time event. Determining
your objectives in developing the Balanced Scorecard will go a long way in securing the
evolution of the tool in your organization. Niven (2006) stated that specifically, the BSC
framework seeks to identify the critical economic activities of the company that generate
current and future cash flows and to build a causal model of the process by which the
company generates profits by focusing on both financial and non-financial indicators of firm
performance. The results of the organization becoming more strategy-focused are evaluated,

and changes in strategy, measures, and initiatives reflect organization learning.
2.4.2The Key Success Factors of balanced scorecard Implementation

In order to success with an implementation of a BSC, it is of relevance to have a vision and
mission, perspectives, success factors, objectives, measures, strategies and action plans. The
BSC should be shaped for the individual organization with further attention towards its
needs (Ericsson et al, 2002).According to him one of the keystones for conducting a
successful scorecard is to have a good plan and method that can be done through a 7-step
plan as explained below. The vision is usually an expression for the comprehensive
objective for an organization. It shall give a mental picture of the future and a purpose for
the activity it performs. One of the most important things to consider when creating a vision

is simplicity; it is essential that the vision is simple enough to be understood by all

26



personnel. According to Hallgarde et al (1999), a good vision should include information
about who the organization is there for, which area of action it includes and in which
direction the organization develops. Developing overall strategies in order to accomplish the
vision and mission is the next step of the procedure when implementing a BSC (Ericsson et
al, 2002). A strategy explains how to allocate resources to reach the objectives aimed for
(Hallgarde et al, 1999).

When defining critical success factors and perspectives, the question what is important for
us to do in order to succeed as an organization may arise (Hallgarde et al , 1999). When that
question can be answered, the critical success factors should be defined before the definition
of the perspectives can be made. It is of importance to have perspectives that are relevant
and can be balanced. Measures must be created correctly in order to show that a company
work towards the vision and accordingly to its strategies. It is of importance to choose
measures that are of relevance and they must be explained accurate (Hallgarde et al., 1999).
The measures should include a mix of outcome measures and performance drivers and they
to be linked to financial measures. The presented scorecard and the results from its
objectives must be evaluated and it is important that the scorecard describes the
organizations strategy. The evaluation can be done in several ways and according to
Hallgarde et al (1999), a connection analysis is first presented and an evaluation of the
scorecard must be done. It is of importance to make sure that the right measures are
considered. Vision, objectives and strategies must be complied with decisions and actions
(Ericsson et al, 2002). Plans of actions must be developed in order to start with the
improvement work. These plans of actions include proposals and activities that can be used
to improve the results of the objectives (Hallgarde et al., 1999). The final stage of
implementing a scorecard is to create routines for the follow up and operation of
organizations BSC. The BSC must be integrated with the ordinary planning and the follow
up within an organization. Reward systems can be linked to the BSC in order to motivate
people and to keep it as a living document (Hallgarde et al., 1999). The rewards are usually
connected to goal fulfillment but an additional approach is to link the rewards to the

activities within the action plans.
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In their work, Kaplan and Norton (1996b) have highlighted major organizational
ingredients for a highly successful balanced scorecard program. In his 2000 work, Kaplan
defined barriers in the public sector that need to be overcome if stretch performance targets
are to be set and sustained through a balanced scorecard. The organizational ingredients for
success include (1) consensus on strategy and key performance expectations and
requirements, (2) top leadership direction, (3) integrating the plan and related balanced
scorecard into investment decisions, (4) making strategy a component of every day jobs and
operations, and (5) ensuring strategy development and implementation is a continuous

process.

2.5 Benefits, Challenges and Failure of Balanced Scorecard

2.5.1 Uses and effectiveness of balanced scorecard

In their many articles and books, Kaplan and Norton advocated the balanced scorecard as a
management system designed for organizations to manage their strategy. Specifically, the
scorecard pol was a way to (1) clarify and translate vision and strategy; (2) communicate
and link strategic objectives and measures; (3) plan, set targets, and align strategic
initiatives; and (4) enhance strategic feedback and learning. The scorecard was primarily
intended for a “closed system” — a strategic business unit responsible for an entire value
chain in producing and distributing products for defined customers. Departments and
functional units within the strategic business unit would produce their own mission and
strategy to support that of the strategic business unit. However, the scorecard was also useful

for implementing strategy with other organizations.

According to Kaplan and Norton (1992), the major benefits of the balanced scorecard over

the traditional performance management system can be summarized as follows:

* It helps companies to focus on what needs to be done in order to create a “breakthrough

performance”.

* It acts as an integrating device for a variety of often disconnected corporate programs, such

as quality, Reengineering, process redesign and customer service.

« It translates strategy into performance measures and targets.
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* It helps break down corporate-wide measures so that local managers and employees can
see what they need to do to improve organizational effectiveness.

« It provides a comprehensive view that overturns the traditional idea of the organization as a

collection of isolated, independent functions and departments.

* It provides a framework within which performance can be managed at corporate, unit,

team and individual levels.

According to Afande (2015) the benefits from using the BSC in organizations include:
clarify and gain consensus about strategy; communicate strategy throughout the
organization; align departmental and personal goals to the strategy; link strategic objectives
to long-term targets and annual budgets; identify and align strategic initiatives; perform
periodic and systematic strategic reviews; and obtain feedback to learn about and improve
strategy. The balanced scorecard acts like as a new strategic management system. The
system is expected to link an organization’s long-term strategy with its short-term actions.
According to Kaplan and Norton (1996) the scorecard addresses serious deficiencies in
traditional management systems, namely a company’s inability to link long-term strategy
with its short-term actions, and a preoccupation with financial measures. Financial measures
report on historical outcomes but do not communicate the drivers of future performance.
Kaplan and Norton (2001) studied more than 100 organizations, which implemented the
scorecard for the first time, with the intention of developing new strategic management
systems. The senior executives of those organizations discovered that the scorecard supplied
a framework focused on many critical management processes, and that those processes
referred to departmental and individual goals, business planning, strategic initiatives,
feedback and learning. By using the scorecard, it is reported, the senior executives
immediately started processes of change. In 1996 Kaplan and Norton argued that the BSC
acts like as a new strategic management system. The system is expected to link an
organization’s long-term strategy with its short-term actions (Kaplan and Norton 1996a).
Mooraj et al., (1999) agree with Kaplan and Norton that the BSC may serve as a strategic
management system in an organization, and advocate further that the BSC in practice is a

system, which primarily encourages managers at all levels to make strategic decisions based
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on the company’s common strategies. It helps people in the organization understand cause-

and-effect relationships of the things they do (Papalexandris et al., 2004, 2005).

The balanced scorecard holds a major importance in most organizations in both private and
public sectors. According to Ritter (2003), the balanced scorecard helps in promotion of a
systematic development of vision and strategy, and therefore the understanding of how
things are carried out at all management levels. This allows for the creation of the business
model specifying on a small group of measurements which are critical for the performance
of the organization’s and the business’ and making it possible to recognize the essential
adjustment elements of the business and its management through cause-and effect analysis.
As a result, it enables the identification of all activities that act as a trigger to reach
established goals and to which it is therefore convenient to allocate the company’s resources.
The strategic management system forces managers to focus on the important performance
metrics that drive success. The balanced scorecard fills the void that exists in most
management systems: the lack of a systematic process to implement and obtain feedback
about strategy. According to Kaplan and Norton (1996a), management processes built
around the scorecard enable the organization to become aligned and focused on

implementing the long-term strategies.

The balanced scorecard is also used as a communication tool. According to Gordon (2010),
the BSC provides better and more complete management information needed planning. It is
a tool for management and employee motivation. Due to its significance and compliance
ability, it represents a readily available combination for organizations that are willing to
move their organizations in the desired strategic directions. BSC provides substantial
guidance for actions, after formulation of overall organization strategy it must be broken
down to understandable units within each business unit. It is also the duty of the

management to ensure that employees understand the BSC to avoid resistance.

The data reported on the effectiveness of Balanced Scorecard predominantly remains
anecdotal in nature. While many instances are available, linking use of Balanced Scorecard
to increased bottom-line performance, exact results are usually not available owing to
proprietary factors in private sector. Similarly data security needs of public sector

organizations have been cited as one of the reasons of non-reporting of empirical success.
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While analyzing the success, it also needs to be kept in view that most Balanced Scorecard
initiatives do not come alone. They accompany several other performance improvement
initiatives, together attributable to the status quo dissatisfaction and dynamism of top

management. As reported in Rigby (2001), the mean

Satisfaction ratings of Balanced Scorecard as a management tool stands at 3.85 on an
ascending scale of 5, ranked below other tools such as One-to-one marketing (4.09), Cycle
Time Reduction (4.06), Pay-for-Performance (3.97) and Strategic Planning (3.93). Balanced
Scorecard has scored higher than other management tools such as Knowledge Management
(3.02), Core Competencies (3.61), Reengineering (3.66), Supply Chain Integration (3.75),
Outsourcing (3.77) and TQM (3.82); as reported in Rigby (2001). In a more recent study
published on internet by Bain & Company (Rigby 2011), it has been reported that the usage
of Balanced Scorecard by firms has increased from approximately 35% to 53%; from 1996
to 2008. Interestingly, the usage has been reported as approximately 70% in 2006. The same
work reports that the satisfaction level of firms with the results of balanced scorecard has
remained approximately at 3.8 on an ascending scale of 5 from 1996 to 2008, with little
variation. The lowest satisfaction rating coincides with the highest usage year;
approximately 3.5 in 2006. The abovementioned figures, however, should be used with
caution while judging the efficacy of Balanced Scorecard generally and in Public Sector
organizations particularly since the techniques scoring higher in usage and satisfaction
ratings do not generally apply to public sector. In addition, the figures of the earlier study
may have become anachronistic keeping in view the development of Balanced Scorecard
since the study was conducted. In its latest “versions” Balance Scorecard seems to have
encompassed many other management tools in itself, such as Strategic Planning, Knowledge

Management, Customer Satisfaction Measurement, Supply Chain Integration; etc.

According to Homeland security (2016) BSC can clarify independent and interdependent
initiatives, relationships, and linkages. The cause-and-effect relationships make strategy
explicit to an organization’s employees and to other delivery partners and provide a readily-
understood framework for resource allocation and leveraging resources and capabilities.
Lastly, the balanced scorecard makes much more transparent the process of assessing if

there are gaps, duplication, or overlaps in initiatives and capabilities to implement strategy.

31



© oo N o g B~ w DN PE

[ERY
o

2.5.2 Challenges and Failure of Balanced scorecard Implementation

Newin (1994) suggests that one of the main challenges of a balanced scorecard is the
complexity and time involved in the designing an appropriate scorecard for the particular
business or organization in mind and its implementation. The balanced scorecard has been
criticized for failing to include important perspectives like the employee perspective and the
environmental impact perspective (Kiragu, 2005). Kaplan and Norton, (2001), however,
noted that the four perspectives simply provide a framework rather than a constraining
straitjacket. Companies can therefore omit or include additional perspectives to meet their
own requirements but they must however avoid the temptation of creating too many
perspectives and performance measure as this may result in distortion. According to Ahn
(2001), Problems in using the Balanced Scorecard is the requirement of more amount of
management capacity than expected. On the other hand, Brown (2007 cited in Nadem, 2011)
has identified the following top ten problems with most scorecards both in private and public

sector equally.

Most metrics are lagging

Scorecards cannot measure ethics

Alignment of goals, strategies and metrics remains a problem
Most scorecards remain at senior management level

Awards and punishments are not linked to metrics

Most targets are set arbitrarily

Customer satisfaction metrics are rudimentary

Human Resource metrics are least effective

Balanced scorecards reporting still use traditional tools such as power point & spreadsheets

. Scorecards do not use external factors

More over BSC application may face extreme caution at both design and implementation
levels due to the many diverse challenges such as: Compatibility with legacy management
systems in use; the challenge of doing it quickly (in one management change cycle);
organization wide understating of metrics; acceptance of a new performance management

system by employees; ethics in reporting performance; lack of linkage between service
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benefits and performance metrics; the managers’ dilemma; seeking a balance between the

comprehensiveness of balanced Scorecard and time & resource constraints

If a company wants to implement the Balanced Scorecard properly and reap all the benefits,
people should first learn about it. Niven (2006) noted that organizations, after deciding to
implement the Balanced Scorecard, conceive that it can be done without much learning.
According to him, due to its seeming simplicity, people in charge very often conclude that
thorough education and training are not required. Such a conclusion will permanently harm

the BSC initiative and lead to failure.

In general the common challenges of implementing the balanced scorecard, according to
Pujas (2010), can be summarized as: limited understanding of BSC, lack of executive
sponsorship, lack of BSC education and training, inadequate IT support, inadequate project
team, organizational participation, inadequate key performance indicators (KPIs) and lack of

planning and communication.
2.5.3 Critics on Balanced Scorecard

Despite a lot of appreciations, many, academicians critically analyzed the Balanced
Scorecard and suggested some improvements in Balanced Scorecard. Some of the Critics
which are suggested by Nerreklit (2000) include:

1. Cause and Effect relations are not time wise connected

One of the most important strengths that the Balanced Scorecard is claimed to Nonfinancial
enablers or leading measures that are shown in logical cause-and effect relationship with
financial measures should allow paying attention to future potential of organization.
Strategy map according to method presented by Kaplan and Norton, cause-and-effect
relations are built up in a subjective way that does not necessarily refer to time factor. So,

Nerreklit (2000) criticized that there is no causal relationship but a logical relationship.
2. External environment and several interest groups are out of picture

The Balanced Scorecard does not take into consideration any important interest groups but

shareholders and clients. Also no attention is paid to daily activities of competitors. Neely
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(2002) also argues that the most difficult problem of Balanced Scorecard is that it lacks

several important interest groups in its structure: such as suppliers, cooperation
Partners and close neighbors.
3. Hierarchical top-down set-up creates problems in implementation

Many practical examples have demonstrated that the top-down approach used by Balanced
Scorecard methodology is not ideal for several reasons. Kanji (2002) has noted, that first of
all, it is not advisable to construct the strategic objectives in a hierarchic set-up as the main
accent is thereby concentrated on establishing not based on internal needs of people working
in the organization but rather on building up just a result-driven centralized program, where
employees are more expected to provide just buy-in decision and not as much giving their

own contribution.
4. Unsuitability to unique or unhealthy enterprises

There are some gaps exist in the theory presented in BSC and empirical world Scorecard
because Kaplan and Norton (1996b) kept the foundation of their BSC on case study that is
highly complex so we cannot generalize it on whole business environment. Mooleman
(2007) argued that companies in dynamic surroundings will frequently change their
measures, resulting in a substantial uncertainty margin regarding the usefulness of the
defined indicators. In general, it is difficult for an organization to establish performance
measures for activities with which the organization has very little or no experience.
Moreover, Rompho (2011) state that newly established enterprises weather they are large or
small does not have stable strategy, they need to change it, which leads to frequently
changing the measures in the BSC, so in a critical analysis of the BSC, therefore, the BSC is
not applicable for companies in highly dynamic environments. In addition to that BSC is not
a valid strategic management tool, mainly because it does not ensure any organizational
rooting, but also because it has problems ensuring environmental rooting (Al sawalga, et al,
2011).

5. Costliness of the tool

Neely et al (2004) stated that the measurement is luxury for SMEs; the cost of

implementing and purchasing scorecard system can still is the issue of managers. So, that
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successful implementation is likely to be limited to complex, mature and transparent
agencies, so despite the promise of reform, the BSC is not a panacea.

2.6 Balanced Scorecard for Government (Public) sectors

As earlier mentioned, the BSC was originally created to suit the private sector. The model
advocates for that financial measure it is not enough to evaluate an organization’s
performance, thus it does not show all aspects of an organizations results. It is therefore
more suitable for the public sector where the financial perspective is not the most important
factor (Olve et al, 1999). The financial perspective can play an enabling role, but it will not
be the primary objective. The success of public sector organizations cannot be measured by
how closely they maintain spending to their budgeted amounts or even if they succeed with
balancing their budget.

According to Kaplan and Norton (1996b) tangible objects must be defined for the customers
and the success should be measured by how effectively and efficiently the organizations
meet the needs of their customers. Many public sector organizations encountered difficulties
in developing their initial BSC and in order to succeed with the development of a BSC for a
public sector organization, the thinking within the organization has to shift from thinking of
what is planned to what it intends to accomplish. There has to be a shift from activities to
outcomes (Atkinson et al, 2004). The general model of the BSC is based on four
perspectives that were showed earlier. The model can be modified to fit the organization of
interest. It can differentiate depending on factors based on; the internal relationships within
the organization, size of the organization, competition, business forms, organizational
structure and relationships of importance with the external environment. The primary object
for public sector organizations is not financial success and they can therefore have problems
using the standard architecture of the BSC strategy map where the financial objectives are at
top. The four perspectives which are used in the regular BSC may be changed and other

perspectives may be added (Atkinson et al, 2004)

While initially developed for private sector enterprises, the Balanced Scorecard was soon
extended to nonprofit and public sector enterprises (NPSES). Prior to the development of the

Balanced Scorecard, the performance reports of NPSEs focused only on financial measures,
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such as budgets, funds appropriated, donations, expenditures, and operating expense ratios.
Clearly, however, the performance of NPSEs cannot be measured by financial indicators.

Their success has to be measured by their effectiveness in providing benefits to constituents.

The Balanced Scorecard helps NPSEs select a coherent use of nonfinancial measures to
assess their performance with constituents. Since financial success is not their primary
objective, NPSEs cannot use the standard architecture of the Balanced Scorecard strategy
map where financial objectives are the ultimate, high-level outcomes to be achieved. NPSEs
generally place an objective related to their social impact and mission, such as reducing
poverty, pollution, diseases, or school dropout rates, or improving health, biodiversity,
education, and economic opportunities. A nonprofit or public sector agency’s mission
represents the accountability between it and society, as well as the rationale for its existence
and ongoing support. The measured improvement in an NPSE’s social impact objective may
take years to become noticeable, which is why the measures in the other perspectives
provide the short- to intermediate-term targets and feedback necessary for year-to year
control and accountability (Kaplan & Norton, 2010). It is argued that you “can’t manage
what you can’t measure.” In response to this the balanced scorecard includes a series of
measures that, when tracked, let managers know how well the organization is performing.
The scorecard helps you to monitor the organization from four perspectives which are
considered critical to any organization’s success Nonetheless, as Johnsen (2001) indicated,
BSC can work in public management and its three main managerial plus points for its
application in the public sector: (1) It is a versatile tool for developing, discussing and
selecting the most relevant decision-taking and performance indicators in complex
organizations such as political bodies;(2) BSC provides a practical approach to judge the
basic premise in information economics: the benefit of information should exceed its cost;
(3) It educates busy stakeholders, managers and employees in management control in
complex organizations. In addition Holems,et al(n.d) also state the advantage of BSC in
public organizations as: it has a potential to increase accountability, efficiency, and
transparency and as it has the potential to encourage more long range planning, create more
well-rounded objectives, and provide taxpayers with a clearer vision of where, how and

what their taxes are being spent.
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2.7. Empirical Literature

An organization's measurement system strongly affects the behavior of people both
inside and outside the organization. If companies are to survive and prosper in information
age competition, they must use measurement and management systems derived from their
strategies and capabilities. Unfortunately, according to Kaplan and Norton (1996)
many organizations espouse strategies about customer relationships, core competencies,
and organizational capabilities while motivating and measuring performance only with
financial measures.

Balanced Scorecard is not only an indicator of appraisal system, but also a strategic
management system. The use of the Balanced Scorecard breaks the traditional single-use
financial indicators method which measure performance. It adds the future drivers in the
financial indicators, which is customer factors, internal business processes and employee
learning and growth (Zhang and Li, 2009).

The Balanced Scorecard retains financial measurement as a critical summary of managerial
and business performance, but it highlights a more general and integrated set of
measurements that link current customer, internal process, employee, and
system performance to long-term financial success.

The Balanced Scorecard, as the embodiment of business unit strategy, should be
communicated upward in an organization to corporate headquarters, and the corporate
board of directors. Conventional rhetoric declares that a principal responsibility of the
board is to provide oversight of corporate and business unit strategy. In practice, however,
corporate boards spend more time reviewing and analyzing quarterly financial results than
engaging in detailed strategic reviews and analysis (Kaplan and Norton, 1996).

According to Kaplan and Norton (1999) the BSC project requires an architect (member of
the senior executives) who can frame and facilitate the process, and collect relevant
background information for constructing the scorecard. But the scorecard should
represent the collective wisdom and energies of the senior executive team of the
business unit and it should also get the active sponsorship and participation of the senior

executives

37



CHAPTER 3

RESEARCH DESIGN AND METHODOLOGY

This chapter gives an outline of the research methodology that was used in the
study. Here, the method of the research and the detailed tactics that helped the researcher

to answer the research questions and arrive at conclusions are presented.
3.1. Research Approach

The research Approach chosen for this study is mixed research approach which is
pragmatist in philosophical position. According to Nastasi, Hitchcock, and Brown (2010,
cited in Saunders, Lewis, and Thornhill, 2012), for pragmatists, the nature of the research
question, the research context and likely research consequences are driving forces
determining the most appropriate methodological choice. Both quantitative and
qualitative researches are valued by pragmatists and the exact choice will be contingent
on the particular nature of the research. using more than one data collection technique and
analytical procedure to answer the research question, is increasingly advocated within
business and management research (Bryman , 2006) because it is likely to overcome
weaknesses associated with using only one method as well as providing scope for a richer
approach to data collection, analysis and interpretation. So, mixed research approach was
appropriate for this study since, both quantitative and qualitative data, data collection

technique and analytical procedure were valued for the purpose of triangulation.

3.2. Research Design

The study adopts descriptive research design with a primary purpose of assessing the
practices, and challenges faced by public sectors in implementing the balanced scorecard
as their performance and strategic management system. Determination of the research
design passed through consideration of the nature of the study, the data collection
method, and method of the data analysis. Based on these facts the study adopted
descriptive research design which helped the researcher in meeting the study objectives

and in addressing the research questions by analyzing the immediate situations.
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The overall development and implementation of the balanced scorecard in such public
sectors was evaluated against the standards: theoretically and empirically acknowledged
practices of implementing the balanced scorecard. Thus the study employed both
quantitative and quantitative research method. Primary data was gathered from

managers as well as non-management senior officers of the selected public sectors.
3.3. Source of Data and Data Collection Tools used

The study largely depended on primary data, which could be collected through survey
method by using standard questionnaires which were arranged in standardized 5-point
Likert’s scale, as well as through interviewing experts and middle level managers who
have the relevant exposure in the development and implementation of the balanced
scorecard system in such public sectors. The standard questionnaire targeted the

management and highly professional employees in public sectors.

For primary data collection, the study used structured survey method and collected the
data by designing questionnaire with 5-point liker type closed-ended questions and semi-
structured interview questions. In addition, semi-structured interview questions were
prepared and the responsible managers and top leaders of the selected sectors for
overseeing the implementation of the balanced scorecard were interviewed for the overall

process of the implementation.
3.4. Population and Sampling Technique

The total sum of employees of the 3 selected woredas( including managers and non-
managers) is 602 ( woreda 7= 207, woreda 8=204 and woreda 11= 191).Hence, the target
population for the study included 72 management members which were managers of
each sectors, administrators and deputy administrators of each woreda, team leaders and
coordinators of each sectors in each woredas and 530 non-management members which
includes senior officers in each sectors of each selected woredas.; Thus 72 (24 from each
woreda) management members and 530 non-management senior Officers of the 3
selected woredas of Kolfe Keranio Sub- city were the population of the study. All of them
are working in their respective woredas and sectors. The researcher believed that full
information about the development of the balanced scorecard and the possible challenges
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faced during the process of implementation and the benefits gained could be generated by

targeting the stated portion of employees and the management of the selected woredas.

With regard to sampling technique the study adopts both probability (specifically simple
random sampling and cluster sampling techniques) and non-probability sampling

(specifically purposive sampling) technique.

The researcher used simple random sampling technique to choose the public sectors on
which the study was conducted. From 15 woredas in kolfe keranio sub city 3 woredas
(Woreda 7, woreda 8, and woreda 11) were taken randomly to be used as the organization

of the study.

The total sample size was determined using Yamane Taro (1992) simplified formula as

the following.

n= where n is the sample, N is the population size, and e is the level of

N
1+N(e)2

precision. So

602

= Tre0z0.05yz 240 is the total sample size of the study.

The student researcher took the 3 selected woredas as 3 clusters and determined the
sample size for each clusters (woreda). The sample size of each cluster (woreda) was
determined independently. The sample size of each cluster (woreda) was determined to
be 40% of the population of the corresponding cluster (woreda).So, in the first cluster
(woreda?) the sample size was determined to be 82 which is 40% of the population of the
cluster (207). In the second cluster (woreda 8) the sample size was determined to be 81
which is 40% of the population of the cluster (204). In the third cluster (woreda 11) the
sample size was determined to be 77 which is 40% of the population of the cluster (191).
As a result out of the total population (602 employees and management members) in the
selected woredas a total of 240 employees (27 management members (82 from woreda 7,

81 woreda 8, 77 from woreda 11) was taken as the subject of this study.

The subject of the study was selected using purposive sampling technique. Purposive
sampling method involves purposive or deliberate selection of particular units of the

universe for constituting a sample, which represents the universe According to Maxwell

40



(1999), purposive or judgmental sampling is a non-probability sampling technique that
uses judgment and deliberate effort to pick individuals who meet specific criteria of the
study. This sampling technique is appropriate for at least three situations. It selects cases
that are especially informative for the specific study, and it is also relevant for conducting
case study analysis to find important individuals and/or groups that are important for the
study. Hence, purposive sampling technique was used by the researcher to purposely
selecting individuals who have at least more than 1 year experience and sectors from each
selected woredas which the researcher believes to have better access of information about

the development and implementation of the balanced scorecard system in the sectors.

The composition of the respondents included 27 management members (woreda
administrators and deputy administrators, managers of each office or sectors and Team
Managers/coordinators) and 213 non-management professional level employees (senior

officers).
3.5. Reliability Test

Reliability analysis refers to trustworthiness, consistency and dependability of measuring
instrument to improve the reliability of the data. Mostly Kronbach Alpha is applied to
estimate multiple item scale reliability. As shown below the reliability of the measure was
assessed using test retest method of Kronbach Alpha. As WALLA and Wells described
the values of Kronbach Alpha between 0.08 and 0.95 are considered as good. Moreover
according to Nunnally and Bernstein (1994 cited in Sixholo, 2011), Cronbach’s alpha is
used to test the reliability of the quantitative questionnaire for internal consistence. An
alpha value with a lower limit of 0.7 and upper limit of 0.9 is considered acceptable .As a
result, as it is shown in table 3.1 as per the analysis made with SPASS software the
reliability statistic test for all variables alpha range 0.85 to 0.95. The total Alpha value is

0.9. This shows that the measurement is reliable.
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Table 3.1Reliability test result

Variables Alpha value Decision
BSC implementation practices 0.95 Accept
BSC implementation Challenges 0.9 accept
Benefits from BSC implementation 0.85 accept
Total 0.9 accept

3.6. Method of Data Analysis

After collecting and sorting all relevant primary data using the data collection tools,
quantitative responses were sorted, coded, and computed using Statistical Package for
Social Sciences (SPSS) version 20 which is important statistical analysis tool. Then
appropriate data analysis methods such as frequencies, percentiles and mean scores were

used. The results were presented using tables.

The qualitative data obtained through in-depth interviews were considered as an integral
part of the analysis, conducted in a thematic manner, which allowed for a triangulation of

responses.
3.7. Ethical Considerations

In conducting the study, the student researcher took into account the following ethical

considerations:

Any relevant data for the study was collected by issuing an official letter to the concerned
public Sectors.

Respondents were informed fully about the purpose, methods and intended possible uses
of the research, what their participation in the research entails and what risks, if any,
could be involved.

The confidentiality of information was kept and the anonymity of respondents was

respected.
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CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION

This chapter basically provides the data analysis and discussion part of the study. The data
collected from respondents were systematically presented and detail analysis of the findings
from the questionnaires and interview were presented in order to answer the research
questions and to meet the objectives. Then, findings were discussed based on the previous

literatures and BSC frameworks.

This chapter is organized in to 3 sections. In the first section major findings and discussion
about BSC practices in the selected woredas was presented. Then in the second section
major findings and discussion about challenges of BSC implementation practices in the
selected woredas was presented. In the last section major findings with discussion about the
benefits of BSC implementation in the selected woredas was presented.

The total questionnaire distributed to the 3 selected woredas was 240. 82 of them were
distributed to woreda 7, 81 questionnaires were distributed to woreda 8, and 77 of them
were distributed woreda 11.The total questionnaire filled out and returned back was 181,

which is 75.5% response rate.

Result of respondents profile was not presented here.This was because of the result of
respondents profile could not be related to the issue in focus (BSC implementation). As a
result the student researcher found that, unless the result of respondents profile support the

study in some way; presenting it was irrelevant.

In this study 3 main variables: BSC implementation practice across the 4 perspectives:
customer perspective, finance perspective, Internal process, and Learning & growth
perspective, challenges of BSC implementation, and benefits of BSC implementation were
assessed. The overall BSC implementation practice was assessed with four to eight
questions across each perspective. In order to assess the overall challenges of BSC
implementation 7 sub-variables that refer to the common challenges of balanced scorecard
implementation based on the study of Pujas (2010) which are limited understanding of
BSC, lack of BSC education and training, inadequate IT support, inadequate project team,
organizational participation, inadequate key performance indicators (KPIs) and lack of

planning and communication were taken to design the questionnaire and analyzed the
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response of employees and the management of the 3 selected woredas .These sub -
variables are the major success factors for effective implementation of the balanced
scorecard system. For each sub-variable, the researcher has managed to design two to five
questions to better represent the variable from different directions. The benefits that can
be derived from BSC implementation were assessed by designing and administrating 10
questions (items).

After inserting the raw Liker scale data to SPSS 20, the researcher has analyzed and
summarized the responses by taking the average of the response results obtained under each
variable. Hereunder are the questions under each variable and the analysis of the
summarized responses for the question

In addition to this the interview questions were administered to the senior officers, human
resource unit coordinators, and managers of public service & human resource office in the
selected woredas. The main objective of the interview was to capture information that helps
in answering the research question. To achieve this objective the interview contained a
number of standardized and open ended questions. This indirect but Non-threatening
approach was designed to allow for greater depth of responses and to elicit the real opinions
of the interviewees, who may have otherwise have not been Comfortable in providing
answers concerning some of the more sensitive issues. Consequently the respondents were
guided by but not necessarily limited to the structure of the questions themselves.

The schedule of interview questions commenced with some background questions
concerning the role and scope of their division or office in the woreda. This was followed
by some questions on how and what types of processes were used by the sectors in putting
the BSC system into place; how, by whom and for whom the performance indicators (PIs)
in the BSC were developed; and how and where the data are collected and outcomes are
communicated. These questions were devised to elicit responses aiming to know how the
BSC system works and who involved in the process. Next, the open ended questions were
asked to determine the major activities carried out in the implementation process. This was
followed by questions on how they built the skills and knowledge of the staff in the
implementation process. Respondents were then asked questions on whether the BSC
system had any problems and the challenges posed in implementing it in terms of planning,

review, motivation, leadership, resources, communication, measurement and data collection
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techniques. This was followed by a question what benefits are gained from BSC
implementation. Finally a series of questions were posed to probe critical issues such as
staff involvement, the importance of performance monitoring, resource allocations, positive
and negative impacts, decision processes, work culture, accountability, transparency,
governance, organizational change, consensus on performance indicators, the relationship
between outputs and outcomes, and changes in organizational behavior. The result is

discussed in line with the result obtained from the questionnaires under each variable.

4.1. BSC implementation practice

By measuring practices of the organizations across four balanced scorecard perspectives, the
BSC complements traditional financial indicators with measures for customers, internal
processes, and innovation and improvement activities, which in turn must all be linked to the
organization’s strategic vision (Kaplan & Norton, 2006). Section C of the questionnaire
included 22 items that were designed to investigate the perceptions of management
members and the staff at the 3 selected woredas with respect to BSC practice of the woredas
under the study. Questions (items) in this section were structured to elicit information based
on four performance indicators of the BSC, namely: Customer satisfaction financial
performance, internal business processes, and learning & growth.

Table4.1: BSC implementation practice (customer perspective)

ICustomer perspective SD DA N A |SA [Total Mean
My office (department) is able to meetfrequency|9 25 P8 [r7 42 [181 [3.65
|customers demand % I5.0 13.8 15.5 42,5 [23.2 (100
My office(department) offers quality frequencyi4 24 B34 B0 [39 [181 [3.70
service % 2.2 |13.3 18.8 144.2 21.5 |100

frequency|7 27 Bl [72 44 (181 [3.66
|[Feedback from customer is taken seriously

% 3.9 149 [17.1 [39.8 24.3 |100

Customers ~ satisfied with time line andfrequencyfs 36 35 |78 |27 [181 |3.48
quality of service % 2.8 [19.9 19.3 143.1 [14.9 |100
Customers satisfied with responsiveness,frequency|é 25 86 81 (33 (181 3.61
cooperation and skills in my department % 3.3 [13.8 [19.9 44.8 |18.2 |100
Source: Customized from data collected, May, 2017 N=181
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1. BSC implementation practice (customer satisfaction)

Findings in table 4.1 above shows BSC implementation practice across customer and
financial perspectives include the following:

Able to meet customers demand in the woreda: With respect to meeting customers
demand ,(23.2%) of the respondents “Strongly Agreed”, (42.5%) of the respondents
“Agreed”, (13.8%) of the respondents “Dis agreed”, (5.0%) of the respondents “Strongly
Disagreed” and (15.5 %) of the respondents “ remain silent”. So, offices (departments) are
able to meet customers demand in the woredas, as indicated by (65.7%), giving a mean score
of 3..

Offer quality service in the woreda: With respect to offering quality service ,(21.5%) of
the respondents “Strongly Agreed”, (44.2%) of the respondents “Agreed”, (13.3%) of the
respondents “Dis agreed”, (2.2%) of the respondents “Strongly Disagreed” and (18.8%) of
the respondents “ remain silent”. So, offices (departments) are able to offer quality service in
the woredas, as indicated by (65.7%), giving a mean score of 3.65.

Customers feedback is taken seriously: With respect to taking customers feedback
,(24.3%) of the respondents “Strongly Agreed”, (39.8%) of the respondents “Agreed”,
(14.9%) of the respondents “Dis agreed”, (3.9%) of the respondents “Strongly Disagreed”
and (17.1 %) of the respondents “ remain silent”. So, Customers feedback is taken seriously
in the woredas, as indicated by (64.1%), giving a mean score of 3.66.

Customers satisfied with responsiveness, cooperation and skills: With respect to
customers satisfaction with responsiveness, cooperation and skills of employees ,(18.2%) of
the respondents “Strongly Agreed”, (44.8%) of the respondents “Agreed”, (13.2%) of the
respondents “Dis agreed”, (3.3%) of the respondents “Strongly Disagreed” and (19.9%) of
the respondents “ remain silent”. So, Customers satisfied with responsiveness, cooperation
and skills of employees, as indicated by (63%), giving a mean score of 3.61.

Customers satisfied with time line and service quality: With respect to customers
satisfaction with time line &service quality,(14.9%) of the respondents “Strongly Agreed”,
(43.1%) of the respondents “Agreed”, (19.9%) of the respondents “Dis agreed”, (2.8%) of
the respondents “Strongly Disagreed” and (19.9%) of the respondents ““ remain silent” which
implies that whether the 36 respondents did not want to express their opinion about this
issue or they are not sure about it. So, Customers satisfied with time line and quality of
service, as indicated by 58% response.
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Table4.2: BSC implementation practice (financial perspectives

Financial perspective(Budget and Resource) SD DA N A SA [Total Mean
Resources are managed efficiently in myfrequency17 142 34 66 22 (181 [3.19
|office % 0.4 23.2 18.8 36.5 [12.2 [100
The budget that is allocated to the officeffrequency]29 64 39 40 9 181 P71
(department) is sufficient % 16.035.4 21.5 2.1 5.0 (100
In my department the necessary resources frequency9 B0 42 33 |7 |18l .44
(employees, money, materials...) are fulfilled (% 27.127.6 23.2 [18.2 (3.9 (100
There is effective financial( budget) controlfrequencyj28 52 36 55 |10 |181 [2.87
|measures % 15.528.7 19.9 30.4 5.5 [100

Source: Customized from data collected, May, 2017
2. BSC implementation practice (financial perspectives)

Findings in table 4.2 above shows BSC implementation practice across customer and
financial perspectives include the following:

Resources are managed efficiently: With respect to managing resources efficiently,
(12.2%) of the respondents “Strongly Agreed”, (36.5%) of the respondents “Agreed”,
(23.2%) of the respondents “Dis agreed”, (9.4%) of the respondents “Strongly Disagreed”
and (18.2%) of the respondents “remain silent”. So, Customer satisfaction with time line and
quality of service is at low level, as indicated by a mean score of 3.18.

The budget is sufficient : With respect to budget sufficiency,(5%) of the respondents
“Strongly Agreed”, (22.1%) of the respondents “Agreed”, (35.4 %) of the respondents “Dis
agreed”, (16%) of the respondents “Strongly Disagreed” and (21.5%) of the respondents
remain silent”. So, the budget which is allocated to different offices (departments) in the
selected woredas is not sufficient, as indicated by (51.4%), giving a mean score of 2.71.
Resources are fulfilled: regarding fulfilling the necessary resources,(3.9%) of the
respondents “Strongly Agreed”, (18.2%) of the respondents “Agreed”, (27.6%) of the
respondents “Dis agreed”, (27.1%) of the respondents “Strongly Disagreed” and (23.2%) of

13

the respondents remain silent”. So, the necessary resources (employees, money,
materials...) are not fulfilled, as indicated by (57.7%), giving a mean score of 2.44.

Effective financial (budget) control measures: With regard to the presence of effective
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financial (budget) control measures, (5.5%) of the respondents “Strongly Agreed”, (30.4%)
of the respondents “Agreed”, (28.7%) of the respondents “Dis agreed”, (15.5%) of the
respondents “Strongly Disagreed” and (19.9%) of the respondents “remain silent”. So, there

is no effective financial (budget) control measures in the selected woredas, as indicated by

(54.2%), giving a mean score of 2.87.

Table4.3: BSC implementation practice (Internal Business Process perspective)

Internal Business Process perspective SD DA [N |JA [SA |[Total Mean
The policies and procedures in my departmentfrequencyjl5 41 45 |60 20 181 [3.16
|(office) are good % 8.3 [22.7 24.9133.1 [11.0 (100
The level of corruption and rent seekingfrequencyjl2 32 32 |65 40 |181 [3.49
activities in my department ( office) are low % I 117.7 17.735.9 2.1 100
The number of staff(employee) leaving thefrequencyll9 46 47 49 20 [181 [3.03
[department is small % 10.5 [25.4 26.027.1 11.0 [100
Communication flows easily throughout theffrequencyl2l 25 23 |73 39 181 1346
department (office) % 11.6 (13.8 [12.740.3 21.5 [100
In my office programs are implemented frequencyjl0 38 25 78 (30 (181 [3.44
speedily 0% 5.5 [21.0 13.843.1 |16.6 (100
_ o frequency|l3 26 35 [74 33 [181 [3.49
The level of wastage in my office is low
% 7.2 (14.4 19.340.9 [18.2 (100
_ o ) frequency|ll 26 27 82 @35 (181 [3.57
The culture in my office is effective
0% 6.1 [14.4 14.945.3 [19.3 (100
o _ o frequencyjl7 48 [30 [71 25 181 R.21
Divisions are not overloaded with activities
0% 9.4 21.0 16.6[39.2 [13.8 (100

Source: Customized from data collected, May, 2017

3. BSC implementation practice (Internal Business Process perspective)

Findings in table 4.3 above shows BSC implementation practice in internal business process
perspectives include the following:

The policies and procedures are good: regarding goodness of policies and
procedures,(11%) of the respondents “Strongly Agreed”, (33.1%) of the respondents
“Agreed”, (22.7%) of the respondents “Dis agreed”, (8.3%) of the respondents “Strongly

Disagreed” and (24.9%) of the respondents “ remain silent”. So, since the mean score is 3.16
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the policies and procedures are not good enough in the selected woredas

The level of corruption and rent seeking activities are low: (22.1%) of the respondents
“Strongly Agreed”, (35.9%) of the respondents “Agreed”, (17.7%) of the respondents “Dis
agreed”, (6.6%) of the respondents “Strongly Disagreed” and (17.7%) of the respondents “
remain silent” with regard to the low level of corruption and rent seeking activities in the
selected woredas. So, the level of corruption and rent seeking activities in the selected
woredas are low, as indicated by (58%), giving a mean score of 3.49.

The number of staff (employee) leaving the department is small: (11%) of the
respondents “Strongly Agreed”, (27.1%) of the respondents “Agreed”, (25.4%) of the
respondents “Dis agreed”, (10.5%) of the respondents “Strongly Disagreed” and (26%) of
the respondents “remain silent” with the statement. So, since the mean score is 3.03 the
figure cannot support the statement. So the number of staff leaving the organization (the
selected woredas) is not small.

Communication flows easily throughout the department (office): (25.1%) of the
respondents “Strongly Agreed”, (40.3%) of the respondents “Agreed”, (13.8%) of the
respondents “Dis agreed”, (11.6%) of the respondents “Strongly Disagreed” and (12.7%) of
the respondents “remain silent” with the statement. So, communication flows easily
throughout the departments (offices) in the selected woredas, as indicated by (61.8%), giving
a mean score of 3.46

Programs are implemented speedily: (16.6%) of the respondents “Strongly Agreed”,
(43.1%) of the respondents “Agreed”, (21%) of the respondents “Dis agreed”, (5.5%) of the
respondents “Strongly Disagreed” and (13.8%) of the respondents “remain silent” with the
statement. So, Programs are implemented speedily as indicated by (59.7%), giving a mean
score of 3.44.

The level of wastage in my office is low: (18.2%) of the respondents “Strongly Agreed”,
(40.9%) of the respondents “Agreed”, (14.4%) of the respondents “Dis agreed”, (7.2%) of
the respondents “Strongly Disagreed” and (19.3%) of the respondents “remain silent” with
the statement. So, the level of wastage in the selected woredas is low, as indicated by
(59.1%), giving a mean score of 3.49.

The culture is effective: regarding the effectiveness of the work culture across the offices
and (or)departments in the selected woredas,(19.3%) of the respondents “Strongly Agreed”,
(45.3%) of the respondents “Agreed”, (14.4%) of the respondents “Dis agreed”, (6.1%) of
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the respondents “Strongly Disagreed” and (14.9%) of the respondents ““ remain silent”. So,
the work culture across in the selected woredas is effective, as indicated by (64.6%), giving
a mean score of 3.57.

Divisions are not overloaded with activities: (13.8%) of the respondents “Strongly
Agreed”, (39.2%) of the respondents “Agreed”, (21%) of the respondents “Dis agreed”,
(9.4%) of the respondents “Strongly Disagreed” and (16.6%) of the respondents “remain
silent”. So, divisions in the selected woredas are not overloaded, as indicated by (53%),
giving a mean score of 3.21.

Table4.4: BSC implementation practice (Learning and Growth Perspective)

Learning and Growth Perspective(Capacity BuildingandfSD DA N |A  [SA [Total |[Mean

|Employees satisfaction)

| have the chance to participate in training  frequency 20 54 142 52 |13 181

and development program % 11.0 29.8 [23.2 [28.7 [7.2 |100 oo

I have ample opportunity to make frequency |20 [76 [38 37 |10 181

|lindependent decisions % 11.0 42.0 [21.0 204 5.5 |100 oo

There is good teamwork in my department  [frequency |8 37 36 66 |34 181

|(office) % 4.4 204 [19.9 365 [18.8 [100 o4
frequency |26 [52 42 41 20 181

| am satisfied with the work environment 2.87
% 14.4 28.7 23.2 22.7 (11.0 [100

| am satisfied with my proffesion the workfrequency 25 143 40 56 [17 181

culture, and value % 138 238 221 09 94 00 [

Source: Customized from data collected, May, 2017

4. BSC implementation practice (Learning and Growth Perspective)

Findings in table 4.4 above shows BSC implementation practice in learning & growth
perspective include the following:

Have a chance to participate in training and development program: with respect to having
a chance to participate in training and development programs ,(7.2%) of the respondents
“Strongly Agreed”, (28.7%) of the respondents “Agreed”, (29.8%) of the respondents “Dis
agreed”, (11%) of the respondents “Strongly Disagreed” and (23.2%) of the respondents “
remain silent”. So, employees have no enough chance in participating in training and

development programs, as indicated by the lowest mean score of 2.91.
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Have ample opportunity to make independent decisions: with respect to having
opportunity to make independent decision,(5.5%) of the respondents “Strongly Agreed”,
(20.4%) of the respondents “Agreed”, (42%) of the respondents “Dis agreed”, (11%) of the

(13

respondents “Strongly Disagreed” and (21%) of the respondents “ remain silent”. So,
employees across the selected woredas have no enough opportunities to make independent
decision, as indicated by (53%), and lowest mean score of 3.57.

There is good teamwork in my department (office): regarding this statement, (18.8%) of
the respondents “Strongly Agreed”, (36.5%) of the respondents “Agreed”, (20.4%) of the
respondents “Dis agreed”, (4.4%) of the respondents “Strongly Disagreed” and (19.9%) of
the respondents “remain silent”. So, there is good team work in the selected woredas, as
indicated by (60.4%), giving a mean score of 3.45.

I am satisfied with the work environment: regarding this statement (11%) of the
respondents “Strongly Agreed”, (22.7%) of the respondents “Agreed”, (28.7%) of the
respondents “Dis agreed”, (14.4 %) of the respondents “Strongly Disagreed” and (23.2%) of
the respondents “remain silent”. So, the employees across the selected woredas are not
satisfied enough with the work environment, as indicated by a lowest mean score of 2.87

I am satisfied with my profession, the work culture, and value: regarding this
statement,(9.4%) of the respondents “Strongly Agreed”, (30.9%) of the respondents
“Agreed”, (23.8%) of the respondents “Dis agreed”, (13.8 %) of the respondents “Strongly
Disagreed” and (22.1%) of the respondents “ remain silent”. So, employees across the
selected woredas are not satisfied enough with their profession, the work culture and the
values, as indicated by a lowest mean score of 2.98.

Table 4.5: Average Mean Score of BSC practice across the 4 perspectives by woreda

Averaae mean score of BSC practice (nerformance)

Customer [Financial |Internal process |Learning and Growth Total average Rank

perspective | perspective [perspective perspective mean score
Worwda?  3.32 268 3.11 2.82 2.98 3
Woreda8 3.88 2.92 3.54 3.18 3.38 1
Woredall  3.65 2.81 3.52 2.93 3.23 2
Total average [3.62 2.80 3.36 2.97 3.2

Rank 1 4 2 3

Source: Customized from data collected, May, 2017




5. Average Mean Score of BSC practice across the 4 perspectives by woreda

On the basis of the mean scores computed for each BSC practice (performance) measure
(Table 4.5), customer satisfaction (x=3.62) was ranked highest, followed by internal
process(x=3.36), learning and growth(x=2.97) with financial perspective trailing (x= 2.80)
the list. The mean scores for the four perspectives indicate an average scoring between
‘disagree’ and ‘agree’ on the Likert scale. These findings demonstrate that among the four
BSC practices measures, performance (practices) with regard to customer satisfaction is the
highest within the selected woredas and lowest in financial perspectives as well as in
learning and growth perspectives. This finding is not confirmed by the study of Mafini and
David (2013) that asserted performance with regard to innovation and learning is the highest
within the department and lowest in internal processes.

On the basis of the total average mean scores computed for the BSC implementation
practice across the 4 perspectives in each woreda (Table 4.5),woreda 8 scores highest (3.38)
and ranked first followed by woreda 11which scores (3.23) and ranked second ,and woreda 7

scores the lowest total average mean score of 2.98 and ranked last.
In addition to these as the result of the interview shows in response to the major activities

that have been done to build the BSC skills and knowledge of the staff and management
members most of the management members stated that continuous training and capacity
building programs have been organized at the woreda and sub-city level. On the other hand
most of the senior officers stated that training is given but mostly the training is not capable
enough in equipping the staffs with important BSC skills and knowledge. They added that
most of the trainings are near to political issue rather than BSC skills and knowledge.one
senior officers stated that most of employees participate in training not for aiming to gain

skills and knowledge rather to get the allowance

4.2. Challenges of BSC Implementation

1. BSC concept and knowledge

According to Kaplan and Norton (1992), one of the crucial factors for the successful
implementation of the balanced scorecard is to create clarity of the concept and
knowledge of the balanced scorecard system weight before starting implementation of the
system. To check whether the BSC concept and knowledge is immersed in such selected

woredas, the respondents were asked to express their level of agreement with some basic
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questions about the concept and knowledge of the balanced scorecard.

Table 4.6: Balanced Scorecard concept and knowledge

Items

SD DA |N A SA [Total |Mean
frequencyjl2 35 31 @85 |18 [181
I know about BSC well 3.34
% 6.6 [19.3 [17.1 47.0 9.9 |100
I know the organizations vision, missionfrequencyIS 26 26 90 34 |181 ;67
and strategic objectives % 2.8 144 (144 149.7 [18.8 [100 '
BSC links  short-term operationalffrequency]l0 (18 38 88 27 |181
performance with long term strategic 3.57
o % 5.5 9.9 [21.0 486 [14.9 (100
objectives
Balanced Scorecard is used to set, track andfrequencyjll |10 31 86 43 (181
achieve key strategies and objectives in the 3.77
\woreda % [6.1 b5 [17.1 475 23.8 (100
I understand the benefits of 'mplementmgfrequency 10 W1 Bo 84 16 lhs1
the balanced scorecard as a performance 2 30
measurement, strategic management and '
g g % |55 2.7 [166 464 [88 [100
communication system in the woreda
Source: Customized from data collected, 2017 N=181

Accordingly the finding in the above table (table4.6) shows balanced scorecard concept and
knowledge includes the following. With respect to knowing about BSC; 9.9% of the
respondents strongly agreed, 47% of the respondents agreed, 19.3% of the respondents
disagreed, 6.6% of the respondents strongly dis agreed, and 17.1% of the respondents
remains neutral. This implies that even if 56 .9% Of the respondents know about BSC with a
mean score of 3.34 the basic concepts and knowledge about BSC has not been created as
expected. With regard to knowing the organizations vision, mission and strategic
objectives18.8% of the respondents strongly agreed, 49.7% of the respondents agreed, and
14.4% of the respondents disagreed, 2.8% of the respondents strongly dis agreed, and
14.4% of the respondents remains neutral. Most of the respondents know about their
organizations vision, mission and the strategic objectives, as indicated by 68.5% and a
mean score of 3.6740. Most of the respondents know that BSC links short-term operational

performance with long term strategic objectives as indicated by 63.5%, giving a mean score
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of 3.5746.Most respondents understand that BSC can be used to set, track and achieve key

strategies and objectives in the woreda, as indicated by71.3%,, and a mean score of 3.7735.

With regard to the understanding of the benefits of implementing the balanced scorecard as

a performance measurement, strategic management and communication system, only 55.2%

of the respondents understand the benefits of implementing the balanced scorecard as a

performance measurement, strategic management and communication tool. This implies the

presence of some gaps in understanding the uses of implementing BSC with in the sectors

under the study.

Table 4.7: Organizational level participation

Items SO DA IN A SA [Total Mean
L frequency 22 B0 61 41 |7 (181
The top management took the Initiative to ) 79
implement the balanced scorecard % 9.4 27.6 (33.7 22.7 [3.9 |100 '
There is  full support from the topfrequency |17 54 44 61 5 181
Management in BSC implementation in the 2.90
% 9.4 29.8 [24.3 33.7 2.8 |100
woreda
Balanced scorecard of the woreda has been(frequency |13 49 45 62 12 [181
implemented by participating all concerned 3.06
. % 7.2 27.1 249 34.3 6.6 |100
[parties
The top management periodically monitorsfrequency 24 558 41 53 |5 181
[the progress of the balanced scorecard 2.76
: : % 13.3 32.0 [22.7 29.3 2.8 |100
implementation
All employees in the woreda have beenfrequency 18 po P p8 f8 pel 306
involved in the implementation of BSC % 09 254 227 32.0 9.9 [100 '
Source: Customized from data collected, 2017 N=181

2. Lack of Organizational level Participation
According to (Kermally, 1997), organizations who have successfully implemented the

balanced scorecard system, as their performance measurement and strategic management

system have often reported that involving all employees and the management at all levels

in the development and implementation of the BSC helps a lot to build a shared interest,

and increases each individual’s motivation to see the system succeed.
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So to measure the level of organizational participation in the 3 selected woredas, 5
questions were raised to the respondents, and according to the findings shown in the above
table (table4.7), they significantly disagreed to the idea that the top management took the
initiative to implement BSC, the presence of full support from the top management, and top
management monitoring BSC implementation progress with mean score of 2.78, 2.90 and
2.76 respectively. With regard to participating the concerned parties and participating all
employees in BSC implementation process in the selected woredas only 40.3% and 41.9%
of the respondents respectively agreed with mean score of 3.06 for both items. This finding

show that there is inadequate effort that in the woredas on these issues.

Table 4.8: Balanced scorecard education and training

Items to measure BSC education and training SD DA N |A SA ([Total |Mean
I got a training that equipped me with afrequencyzz 53 B4 53 119 |81
sufficient knowledge about the concept and 2.96
Imeaning of the balanced scorecard % 12.2 29.3 118.8 29.3 [10.5 (100
| have understood the alignment of my workifrequencyfl7 [39 [33 [75 [17 [181
unit’s objectives with the corporate level 3.19
. - % [9.4 215 [18.2 41.4 P.4 |100
objectives and the vision
| was properly guided by my immediatefrequencyl29 61 (37 43 [11 [181
supervisor while | was designing my 2.70
individual/work unit’s scorecard % 16 33.7 1204 23.8 6.1 1100
I got a training to design my own personalfrequencyl27 [59 (35 148 [12 [181
scorecard in alignment to the process/team/ 2.77
% 149 32.6 [19.3 26.5 6.6 |100
scorecard
Source: Customized from data collected May, 2017
N=181

3: Lack of BSC Education and Training

Organizations conduct awareness sessions during the time the Scorecard is trumpeted as a

measurement system featuring financial and nonfinancial measures, but little information

is offered about the many subtleties and complexities of the model. Often the deceptive

simplicity of the Scorecard makes people susceptible to the false notion that in- depth

training is not required(Niven, 2007).Organizations, therefore, should develop a
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comprehensive Scorecard curriculum and organize education and training programs that
focuses on the background, concept, objectives in implementing the BSC, typical
problems, success stories, and practical implementation details. To measure the level of
engagement of the selected woredas in education and training, four items were designed
in the questionnaire and distributed.

Accordingly the finding in the above table (table4.8) shows the level of education and
training with regard to BSC is insignificant, with a minimum mean score of 2.81 for a
question presented to respondents if their organization has provided them training that
equipped them sufficient knowledge about the meaning of BSC. On the other hand, the
maximum mean score of 3.19 is recorded for the question presented to the respondents if
they have understood the alignment of their work unit’s objectives with the corporate
level objectives and the vision. On the other hand employees were not guided properly in
preparing their own personal scorecard as indicated by (49.7%) of the respondents with a
.More over employees did not get training to design their own personal scorecard in
alignment of the team scorecard, as indicated by47.5% of respondents with a mean score
of 2.77. This indicates that, the level of training and education conducted by the selected
woredas is not to the level that can create sufficient knowledge about the balanced
scorecard and did not guide them to design their own scorecard.

4. Inadequate IT Support

According to (Niven, 2006), automating the Balanced Scorecard provides a humber of
benefits and maximizes its use as a performance measurement system, strategic
management system, and communication tool. The advanced analytics and decision
support provided by even the simplest scorecard software allow organizations to perform
intricate evaluations of performance and critically examine the relationships among their
performance measures.

In order to assess the level of BSC automation of the respondents were asked two
questions. As it is depicted from the table below( table4.9),6.1% of the respondents
strongly agreed,29.3% of the respondents agreed,28.2% of the respondents
disagreed,19.3% of the respondents strongly agreed ,and17.1% of the respondents are
remain silent with regard to whether the balanced scorecard system in the woredas is fully
automated. Thus, the balanced scorecard system in the selected woredas is not fully

automated as indicated by 47.5% of respondent with a mean score of 2.74.More over 5%
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of respondents strongly agreed,33.1% of respondents agreed,32% of respondents

disagreed,13.8% of respondents strongly disagreed, and 16% of respondents remain

neutral. This implies that the BSC implementation in the selected woredas is not

supported by IT in collecting, analyzing, reporting and distributing relevant data, as

indicated by45.8% of the respondents with a mean score of 2.83.

Table 4.9: IT support & Competent Project team/Dedicated Process

Items to measure IT support SD DA N A SA [Total Mean
The balanced scorecard system in thefrequencyl35 51 (31 53 |11 [181 -
woreda is fully automated % 193 282 [17.1 P93 6.1 [100 |
The balanced scorecard is supported by IT|frequencyf25 58 29 60 (9 |[181
in collecting, analyzing, reporting and 100 [2-84
[distributing relevant data % 138 1320 116.0 33.1 5.0

Items to measure Competent Project team/Dedicated Process
In this woreda there is a specificfrequencyl2l 140 B9 |57 [24 [181
|[department who is responsible to follow 3.12

: . % 11.6 2.1 215 {315 [13.3 |100
BSC implementation
The department that is responsible tofrequencyl25 45 |48 48 [15 [181
loversee BSC Implementation is handling 2.90
. : : % 13.8 4.9 26,5 26,5 8.3 [100
its duties effectively

Source: Customized from data collected, May, 2017 N=181

5. Inadequate Competent Project team/ Dedicated Process
According to Kaplan and Norton (2005), the creation of a central office or process for

strategy execution may appear to risk reinforcing top-down decision making and
inhibiting local initiative, but it does just the opposite. A unit/team with responsibility for
the implementation of new systems such as the balanced scorecard becomes a convenient
focal point for ideas that percolate up through the organization. Executing strategy and
implementing a new system usually involves making changes that only a CEO can
empower, and the office which is responsible for the implementation of BSC will be
most effective when it has direct access to the CEO.

To assess the presence of dedicated process and its effectiveness in overlooking BSC

implementation in the selected woredas, two items were designed and administered to the
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respondents. As the findings shown in the above table (table4.9), 13.3% of respondents
strongly agree, 31.5% of respondents agreed, 22.1% of the respondents disagreed, 11.6%
of the respondents strongly disagreed, and 21.5% of the respondents remain silent with
respect to the presence of a specific department (sector) which is responsible to follow
BSC implementation. On the other hand8.5% of respondents strongly agreed, 26.5%
agreed, 24.9% disagreed, 13.8% strongly disagreed, and 26.5% remain neutral With regard
to the effectiveness of the department in overseeing BSC Implementation and in handling
its duties effectively.in this case the department/the sector which was given the
responsibility in overseeing the BSC implementation is not effective in handling its duties,
as indicated by38.7% of the respondents with a mean score of 2.83.

Table 4.10: Key Performance Indicators& Planning and Communication

Items to measure Key Performance Indicators SD DA N A SA [Total |Mean
Key measures in the BSC are designed based onf n |15 38 /51 (62 (15 |181 513
[the mission and vision of the woreda (sub city). | o 8.3 [21.0 28.2 [34.3 8.3 [100 '

o n |17 41 43 1 (19 [181
Balanced Scorecard at all levels have sufficient 513

indi faoti 100 '
|[key performance indicators to measure objectlves% 94 27 b38 1337 1105
While designing the key performance indicators n |18 42 2 7 [12 [181
at all levels, the data collection method and its 3.01
% 9.9 23.2 28.7 315 6.6 [100
frequency were also set
Items to measure Planning and Communication

Information  about balanced scorecard n |19 54 B3 46 9 181 -
implementation status is being provided timely | o, [10.529.8 29.3 25.4 5.0 [100 '
The goals ,objectives and activities included inf N J14 48 40 |55 R4  [181 515
|the plan at all level are achievable % 7.7 12655 22.1 30.4 113.3 00 '

Source: Customized from data collected, May, 2017 N=181

6. Inadequate Key Performance Indicators
As the result is shown in the above table (table 4.10), With regard to the alignment of

KPIs with the mission and vision of the woreda, whether the BSC at all levels have

sufficient key performance indicators to measure objectives, and whether the data
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collection method was set when designing KPIs; the respondents have a neutral

agreement with mean score of 3.13, 3.13, and 3.02 respectively. This implies that

designing of KPIs is not based on the mission and vision, and there are inadequate

(insufficient) key performance indicators on the respective scorecards.

7. Planning and Communication

As the finding is shown in the above table (table4.10), 5% of respondents strongly agreed,
25.4% of respondents agreed, 29.8% of the respondents disagreed, 10.5% of the
respondents strongly disagreed, and 29.3% of the respondents remain silent with respect to
whether Information about BSC implementation status is being provided timely. So,
information about BSC implementation status has not been provided timely, as indicated
by 40.3% of respondents, giving a mean score of 2.84.0n the other hand 13.3% of
respondents strongly agreed, 30.4% of respondents agreed, 26.5% of the respondents
disagreed, 7.7% of the respondents strongly disagreed, and 22.1% of the respondents
remain silent with respect to whether goals, objectives and activities included in the plan at
all level are achievable.

Average Mean Score for Challenges of BSC implementation practice

Table 4.11: Average Mean Score for Challenges of BSC implementation practice across

the selected woredas.

Challenges of BSC implementation Average mean Score by woreda [Total average  |Rank
practice (key success factor)

Wored7 Woreda8 Woredall [Méan score
BSC concept and knowledge 3.31 3.66 3.61 3.53 1
Organizational level participation 2.8 2.58 2.96 2.91 5
BSC education and training 2.72 2.99 2.98 2.9 6
IT Support 2.61 2.91 2.86 2.79 7
Dedicated process 2.82 3.05 3.19 3.01 3
Key performance indicators 2.86 3.12 3.23 3.09 2
Planning and communication 2.88 3.10 3.05 2.99 4
Total average mean score of the woreda  [2.86 3.06 3.13 3.02
Rank 3 2 1

Source: Customized from data collected, May, 2017
On the basis of the mean scores computed for each BSC implementation challenges (key

success factors) (Table 4.11), BSC concept and knowledge (x=3.53) was ranked highest,




followed by key performance indicators(x=3.09), Dedicated process (x=3.01), planning
and communication (x= 2.99) Organizational level participation (x=2.91), BSC education
and training (x=2.90), with IT Support trailing (x=2.79) the list. The mean scores for the
7 key success factors indicate an average scoring between ‘disagree’ and ‘agree’ on the
Likert Scale. These findings demonstrate that among the 7 challenges of BSC
implementation practice (key success factors) BSC concept and knowledge is the highest
and It support is the lowest within the selected woredas. The average mean score for
planning and communication, organizational level participation, BSC education and
training, and IT support is below an average mean score (3). This shows that the key
success factors were not well addressed in the BSC implementation process with in the
selected woredas especially issues related to IT support, organizational level
participation, BSC education and training and panning & communication.

On the basis of the total average mean scores computed for the BSC implementation
challenges (key success factors) across each woreda (Table 4.11), woreda 11 score
highest (3.13) followed by woreda 8 which score an average (3.06), and woreda 7 score
the lowest total average mean score of 2.86.

As the interview result shows, in relation to perceived challenges in the implementation of
the BSC the following responses were prominent:

-“Developing KPTI’s is not an easy job .some of KPI is not achievable in our condition”
-“There is a problem of relationship between output measures and outcome measures, and
a great deal of difficulty in measuring this”

-“Lack of enough resources especially the budget”

-“Some of the strategic objectives are hanged at the city level but the service and the
people who need the service are here’’.

Thus, the main problems and challenges identified by the interviewees include links
between measures, the difficulty of measuring Outcomes, lack of clarity, lack of resource,
time consumed, and lack of effectiveness and efficiency. They added that there is no
choice as the BSC is the required system, but better outcomes are achieved through
spending enough time in specific program. Relies on manual collection of data,
confidentiality measurement, and data collection is the biggest challenge, Validity issues —

susceptibility to manipulation issues, accuracy issues Program has some freedom for data
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collection. The main limitations are skills and resources, Data collection should be fully
automated.

In addition, the interview result concerning the involvement of the staffs and other stake
holders in the BSC implementation process show that, employees and management
members involved in the process but not satisfactory as per the plan. The interviewees
added that goals and objectives are drill down from the strategic level to each individual
unit through cascading. Moreover participation of the external stake holders in the
implementation process is limited. On the other hand most of the senior officers argued
that even if the implementation process is somewhat participatory, it lacks coordination,
skills and knowledge. In fact the managers emphasis on positive outcomes and its goal of
satisfying communities’ external stakeholders was not involved in implementation of the
BSC.

4.3 The benefits derived from adoption of the balanced scorecard
practices in the selected woredas

Respondents were asked to indicate the extent to which they agreed/disagreed that their
organization has realized each of the listed benefits derived from adoption of the balanced
scorecard practices, responses are summarized and presented in table 4.12. Findings in the
next table (table 4.12) shows that the benefits derived from adoption of the balanced
scorecard include the following:

BSC addresses serious deficiencies in traditional management systems: With respect to
addressing serious deficiencies in traditional management systems,(11%) of the
respondents “Strongly Agreed”, (42%) of the respondents “Agreed”, (14.9%) of the
respondents “disagreed”, (5%) of the respondents “Disagreed” and (27.1%) of the
respondents “remain silent”. So, the balance scorecard addresses serious deficiencies in
traditional management systems, as indicated by (53%), giving a mean score of 3.39. This
finding is in line with the findings of Kaplan and Norton (1996), who asserted that the
scorecard addresses serious deficiencies in traditional management systems, namely a
company’s inability to link long-term strategy with its short-term actions, and a pre-
occupation with financial measures.

BSC clarifies and translates vision and strategy: With respect to clarifying and translating

vision and strategy,(13.3%) of the respondents “Strongly Agreed”, (44.2%) of the
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respondents“Agreed”, (13.8%) of the respondents “dis agreed”, (3.3%) of the respondents
“strongly Disagreed” and (25.4%) of the respondents “remain silent”. So, the balance
scored card clarifies and translates vision and strategy, as indicated by (57.5%), giving a
mean score of 3.50. This finding confirms the study of Afande (2015) that asserted scored
card clarifies and translates Vision and strategy.

BSC Used to communicate strategy throughout the organization: With respect to
communicating strategy throughout the organization,(14.9%) of the respondents
“Strongly Agreed”, (48.2%) of the respondents “Agreed”, (12.7%) of the respondents
“dis agreed”, (5.5%) of the respondents “strongly Disagreed” and (18.2%) of the
respondents “neutrally agreed”. So, the balanced scorecard is used to communicate strategy
throughout the organization, as indicated by (63.1%), giving a mean score of 3.55.

Used to perform periodic and systematic strategic reviews: With respect to performing
periodic and systematic strategic reviews, (11.6%) of the respondents “Strongly Agreed”,
(49.2%) of the respondents “Agreed”, (12.7%) of the respondents “Dis agreed” and (4.4%)
of the respondents “strongly Disagreed”,(22.1%) of the respondents remain silent. So, the
balanced scorecard is used to perform periodic and systematic strategic reviews, as
indicated by (60.8%), giving a mean score of 3.51.The study of Afande (2015) suggested
that the balanced scorecard is used to perform periodic and systematic strategic review
Serves as a strategic management system in an organization: With respect to
serving as a strategic management system in an organization,(11%) of the respondents
“Strongly Agreed”, (49.2%) of the respondents “Agreed”, (12.2%) of the respondents “Dis
agreed”, (2.8%) of the respondents “Strongly Disagreed” and (24.9%) of the respondents
“remain silent”. So, the balanced score card serves as a strategic management system in the
selected woredas, as indicated by (60.4%), giving a mean score of 3.54.This finding is
related with Mooraj et al. (1999) who noted that the balanced scorecard may serve as a
strategic management system in an organization.

Used to align department and personal goals to the strategy: With respect to aligning
department and personal goals to the strategy, (10.5%) of the respondents ‘“Strongly
Agreed”, (54.7%) of the respondents “Agreed”, (9.9%) of the respondents “Dis agreed”
and (3.9%) of the respondents “Strongly Disagreed” ,and (17.7%) of the respondents*
remain silent”. So, the balanced scorecard is used to align departmental and personal goals

to the strategy, as indicated by (65.2%), giving a mean score of 3.65.
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Used to improve the quality of service in the woreda: With respect to improving quality
of service in the woreda, (9.4%) of the respondents “Strongly Agreed”, (45.3%) of the
respondents “Agreed”, (16%) of the respondents “Dis agreed”, (6.6%) of the respondents
“Strongly Disagreed” and (22.6%) of the respondents “remain silent”. So, the balance

scorecard is used to, improve the quality of service in the woreda as indicated by (54.7%),

giving a mean score of 3.34

Table 4.12: Benefits derived from adoption of the balanced scorecard practice

Benefits derived from adoption of the balancedISD DA N |A SA ([Total Mean

scorecard implementation practices

BSC has addressed serious deficiencies inffrequency|9 27 49 26 |20 181

[traditional management systems % I5 14,9 27.1 42 11 100 599

The balance scored card clarifies andfrequency|6 25 46 @80 24 181 -

[translates vision and strategy % 33 [13.8 25.4 44.2 13.3 [100

BSC has been used to communicate strategyffrequencyjl0 23 33 88 27 181 -

[throughout the organization % Is5 1271821482 1149 100

BSC has been used to perform periodic andjfrequency}8 23 40 B9 21 181 251

systematic strategic reviews % 4.4 (12,7 22.1 49.2 11.6 [100

BSC serves as a strategic management systemifrequency|s 22 45 89 20 181 ™

in the woreda 0% 2.8 [12.2 249 49.2 [11 100

BSC has been used to align departmental andfrequency}7 18 32 P99 25 181 65

[personal goals to the strategy % 3.9 9.9 [17.7 54.7 10.5 (100

The balanced scorecard has improved thefrequencyjl2 29 41 82 (17 181 ;24

|quality of service in the woreda % le.6 [16.0 22.6 45.3 9.4 [100

BSC has minimized the time taken forffrequencyjl0 40 [37 69 [25 181 5 20

[delivering service % .5 [22.1 20.4 38.1 [13.8 |100

BSC has increased effectiveness in meetingfrequencyIS 32 B0 [712 22 181 41

Jcustomers demand % 2.8 [17.7 27.6 39.8 (12.2 |100
frequencyjl0 27 41 69 (34 181

BSC has lowered the level of wastage 3.49
% 5.5 [14.9 2.7 38.1 [18.8 |100

Source: Customized from data collected, 2017 N=181

Used to minimize the time taken for delivering service in the woreda: With respect to
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minimizing the time taken for delivering service in the woreda, (13.3%) of the
respondents “Strongly Agreed”, (38.1%) of the respondents “Agreed”, (22.1%) of the
respondents “ Dis agreed”, (5.5%) of the respondents “Strongly Disagreed” and
(20.4%) of the respondents “remain silent”. So, the balance scorecard minimize the time

taken for delivering service, as indicated by (51.9%), giving a mean score of 3.33.

Used to in increase effectiveness in meeting customers demand in the woreda: With
respect to increasing effectiveness in meeting customers demand ,(12.2%) of the
respondents “Strongly Agreed”, (39.8%) of the respondents “Agreed”, (17.7%) of the
respondents “Dis agreed”, (2.8%) of the respondents “Strongly Disagreed” and (27.6 %)

(13

of the respondents “ remain silent”. So, the balance scorecard is used to increase
effectiveness in meeting customers demand in the woreda, as indicated by (52%), giving
a mean score of 3.41.

Used to lower the level of wastage in the woreda: With respect to lowering the level of
wastage in the woreda ,(18.8%) of the respondents “Strongly Agreed”, (38.1%) of the
respondents “Agreed”, (14.9%) of the respondents “Dis agreed”, (5.5%) of the
respondents “Strongly Disagreed” and (22.7%) of the respondents “remain silent”. So, the

balance scorecard is used to lower the level of wastage in the woreda, as indicated by

(56.9%), giving a mean score of 3.50
As the interview result shows, in relation to the benefits achieved from BSC

implementation; the interviewees stated the following.
BSC helps to saves time , decrease wastage, clear the objectives and goal, satisfy

customers
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

This chapter contains three parts: summary of major findings, conclusion and recommendation.
In the first part findings of the study are systematically summarized. In the second part
relevant conclusions are drawn from the findings .Finally the study forward relevant
recommendations.
5.1 Summary of Major Findings

The main purpose of this study was to assess the overall BSC implementation practice, the
benefits derived from the implementation, and the challenges faced while implementing it as a
performance measurement, strategic management and communication system in 3 selected
woredas of Kolfe Keranio sub-city: woreda 7, woreda 8, and woreda 11.Standardized
questionnaire with 55 items organized under 3 main variables in 12 themes in five-point
liker scale were prepared and distributed to 240 respondents selected from the 3 woredas
under the study. While taking sample, non-probability purposive sampling has been adopted
to purposively select respondents who are middle level managers and senior officers who have
the working knowledge of the balanced scorecard system. Out of the total questionnaire, it

was managed to collect 181 of them, i.e. 75.5 % response rate.

Accordingly, the analysis was conducted by taking each theme which are supposedly be a
common challenge for BSC implementation, benefits derived from BSC implementation, and
BSC implementation practice across the 4 perspectives. Each theme has two to ten items that
are suitably designed to measure the status of each woreda with respect to the specific
challenges, benefits of BSC, practices of BSC implementation, and subsequent relevant

analysis was made.

In addition to this, the heads and coordinators of the public service & human resource office
which is a dedicated and responsible sector to monitor and oversee the implementation of
BSC were interviewed by designing semi structured interview questions. Based on the
interview, the current status, the main challenges, the benefits gained, the level of
organizational participation, the activities that have been done in building employees skill and
knowledge, and how the system was being implemented, has been gathered and analyze. The
major findings of the study results from the collected data analysis are summarized as
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follows:
»From the interview conducted to the respective sector heads, supervisors, and coordinators

in each woreda it has been managed to analyze that the way the selected woredas implement
the system is the same. The difficulty of measuring Outcomes, lack of clarity, lack of
resource, time consumed, and lack of effectiveness and efficiency, relies on manual collection
of data, system limitations, susceptibility to manipulation issues, accuracy issues, skills and
resources limitations are found to be the major challenges.

From the questionnaire distributed, it has been managed to summarize the following:

The findings on the challenges of BSC implementation show that limited organizational level
participation, limited BSC education and training, in effective planning and communication
and in adequate IT support were found to be the major challenges of BSC implementation in
the selected woredas. On the other hand, the study has shown that BSC concept and
knowledge, and the key performance indicators are not challenging factors in the
implementation process as it majority of the respondents positively agreed with this issue.
Findings of the study with regard to benefits of BSC implementation show that the balanced
scorecard addresses serious deficiencies in traditional management systems. The findings also
indicate that the balanced scorecard provides a framework to look at the strategy used for
value creation from four different perspectives and also supplies a framework on many critical
management processes.

The findings also indicate that the balanced scorecard not only clarifies and translates vision
and strategy; serves as a strategic management system in the selected woredas; is used to align
departmental and personal goals to the strategy; is used to link strategic objectives to long-
term targets and annual budgets; is used to perform periodic and systematic strategic reviews;
is used to obtain feedback to learn about and improve strategy creates accountability for the
goals and objectives in the organization; connects strategy to performance; helps
everyone understand the mission, vision and strategy of the organization; but also clarifies
objectives.

More over the findings show that BSC has been used in improving the quality of service , in
minimizing the time taken for delivering service, in increasing effectiveness to meet
customers demand ,and in decreasing the level of wastage with in the selected woredas.

The findings also show the BSC practice across the 4 perspectives (performance measures of
the BSC), namely customer satisfaction, financial performance, internal business processes

and learning &growth in the selected woredas. Using the approach, it was possible to
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determine the BSC practice in the selected woredas, which proved to be satisfactory in 2
perspectives namely internal process and customer satisfaction, based on the fact that an
average mean score for these perspectives were found between 3.3 and 3.7. In the internal
process perspective the level of wastage is found to be low , divisions are not overloaded, the
work culture is found to be effective, programs are implemented speedily , level of
corruption and rent seeking activities are found to be lo, and communication are flew easily
throughout the departments (offices). More over under the customer satisfaction perspective
the organization under the study able to offer quality service ; meet customers demand ; take
Customers feedback seriously ; satisfy Customers with responsiveness, cooperation and skills

of employees and satisfy customers satisfied with time line and quality of service

Among the four BSC practice measures used in the study, the mean score was lowest (below
the average) in learning and growth as well as in financial perspective. In this regard
employees have no enough opportunities to make independent decision; employees are not
satisfied enough with the work environment, with their profession, and the work culture .More
over the budget is found to be insufficient, resource management is found to be inefficient,
resources are not fulfilled, and the financial (budget) control measures found to be ineffective
based on the responses of the respondents.

5.2. Conclusions

While conducting the study, a literature review of the BSC, its concepts and main
characteristics was conceptualized. Previous studies were also used to identify the BSC
practices across the 4 perspectives, the most challenges of BSC implementation and the
benefits of BSC implementation. Then a survey was conducted on the three selected woredas
of Kolfe Keranio Sub- city. Based on the major findings the following conclusions have been
made.

BSC practice in the selected woredas, which proved to be satisfactory in 2 perspectives
namely internal process and customer satisfaction, based on the fact that an average mean
score for these perspectives were found between 3.3 and 3.7 which indicates the BSC practice
in such perspectives is satisfactory. Acc.to Olve (1999) the customer perspective explains the
means to create value for customers and how customers demand for this value in order to get
satisfied. According to Kaplan and Norton (1996a), identifying the critical internal business
processes enables the company to deliver the value propositions that are crucial to attract and

retain customers.
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v On the other hand BSC practice in 2 perspectives namely: learning and growth, and finance

perspective is proved to be unsatisfactory, based on the fact that averages mean score for these
perspectives were found below 3 which implies that the BSC practice in such perspectives is
unsatisfactory. Even if Olve (1999) asserted that for an organization to survive over a long
period of time, the learning and growth perspective must provide the organization a long run
renewal for it to cope with the changes in the environment, the learning and growth

perspectives in the selected woredas under this study found to be unsatisfactory.

All the common challenges of BSC implementation except the key performance indicators
and BSC concept and knowledge have been observed in those selected woredas though at
different level. However, with regard to BSC concept and knowledge and KPIs to measure
performance good effort has been made in the selected woredas. Limited organizational level
participation, limited BSC education and training, in effective planning and communication
and in adequate IT support were found to be the major challenges of BSC implementation in
the selected woredas. The finding of this study regarding to challenges of BSC
implementation is related with the study of Pujas (2010) which identified limited
understanding of BSC, lack of BSC education and training, inadequate IT support, inadequate
project team, organizational participation, inadequate key performance indicators (KPIs) and
lack of planning and communication as the main challenges of BSC.

Even if they are within the above challenges the selected woredas have achieved the benefits
of BSC implementation included in the questionnaire in some ways regardless of the stated
challenges. But it is difficult to conclude that they got the full benefits of BSC
implementation, since the mean score registered for all items regarding the benefits of BSC is
between3.3 and3.7 which indicate low level of agreement among the respondents with the
stated benefits of BSC implementation in the selected woredas. This seems due to the critical
success factors (challenges) that are not addressed well in the selected woredas.

BSC implementation in the selected woredas shows addresses serious deficiencies in the
traditional management systems. This finding is in line with the findings of Kaplan and
Norton (1996), who asserted that the scorecard addresses serious deficiencies in traditional
management systems.

BSC implementation in the selected woredas provides a framework to look at the strategy

used for value creation from four different perspectives and also supplies a framework on
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many critical management processes which is confirmed by Kaplan and Norton (2001) noted
that the scorecard supplied a framework focused on many critical management processes, and
that those processes referred to departmental and individual goals, business planning, strategic
initiatives, feedback and learning.
BSC in the selected woreda serves as a strategic management system ; used to align
departmental and personal goals to the strategy; used to link strategic objectives to long-term
targets and annual budgets; used to perform periodic and systematic strategic reviews; used to
obtain feedback to learn about and improve strategy creates accountability for the goals
and objectives in the organization; connects strategy to performance; helps everyone
understand the mission, vision and strategy of the organization; but also clarifies objectives.
This finding is related with Mooraj (1999) noted that the balanced scorecard may serve as a
strategic management system in an organization, and advocate further that the balanced
scorecard in practice is a system, which primarily encourages managers at all levels to make
strategic decisions based on the company’s common strategies. Moreover BSC has been used
in improving the quality of service , in minimizing the time taken for delivering service, in
increasing effectiveness to meet customers demand ,and in decreasing the level of wastage
with in the selected woredas.
Generally it is possible to conclude that though the selected woredas have been implementing
the balanced scorecard system in a way that the literature advises, the stated challenges
identified in the study have made them not to grasp the full benefit of balanced scorecard
implementation.

5.3. Recommendation
To exploit the benefits of implementing the balanced scorecard as a performance
management, strategic management and communication tool, the study proposes the following
suggestions for the government offices.
Intensive awareness creation activities should be conducted to the employees about the
meaning, benefit and the techniques of the balanced scorecard implementation to boost the
skills and knowledge of the staff than ever. This can be done through organizing intensive
short term training which focus mainly BSC.
All of the staffs and key internal and external stake holders should be involved in the BSC
implementation process. This can be done by inviting external stakeholders and the staffs to
participate in any planning, reporting and decision making process regarding BSC

implementation.
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Effective implementation plan and monitoring mechanism should be set and its progress
should be attentively followed up by the public service and human resource office. To do this
the capacity and capability of Public service and Human resource Office should be built
enough through fulfilling the required resources (budget, material, skills, knowledge and
technology).

Relevant IT-systems, and BSC-software, should be implemented to facilitate and exploit the
full benefits of the BSC implementation. This can be done by, identifying the appropriate IT
system for the selected woredas BSC system, preparing a budget and plan and implement it.
The sector (office) which is responsible to oversee the overall implementation of the balanced
scorecard system should enhance its follow up systems than ever by periodically monitoring
implementation gaps and subsequently fill them by organizing awareness creation activities,
and formal trainings. This can be done by fulfilling the required resources, skills and
knowledge both in qualities and quantities in the sector.

The necessary resources should be fulfilled; effective policies and procedures should be set;
and effective budget control mechanism should be set to implement the system successfully.

In relation to challenges in BSC implementation there appears to be a need for clearer
planning guidelines, more frequent assessment and review, more resources, more consistency
and accuracy in measurement and data collection techniques, more manageable levels of
metrics.

Finally, as a student researcher | would like to appreciate anyone who wants to conduct future
study on this and related topics in the public sectors since they are untouched area in our

context.
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APPENDIX I
St. Mary’s University

School of Graduate Studies
Department of management
MBA Program

Survey for Employees and the Management of woreda7. woreda 8. and
Woreda 11 in kolfe keranio sub-city

Dear Respondent:
This questionnaire is designed to conduct a research on the topic of practices and
Challenges of Balanced Scorecard Implementation in Government offices: the
case of Kolfe Keranio sub - city. The purpose of the study is for the partial
fulfillment of the requirement of the Degree of Masters of Business
Administration. The survey is intended to evaluate the overall implementation
practice of the balanced scorecard (BSC) in the selected woredas. The study also
assesses the challenges faced and the opportunities gained by these woredas in
implementing the balanced scorecard as their performance measurement, strategic
management and communication tool. For the successful accomplishment of the
study, the response of employees in the selected woredas will have pivotal role by
being used as valuable input for the study. So, you are kindly requested to genuinely
fill the questionnaire.
Thank you in advance for your cooperation!
Instructions:

e  Writing your name is un necessary.

e  Circle or put mark as per the questions required in the box or answer in the

space Provided.



Part I: Respondent’s Profile

Please indicate your appropriate choice among the options provided by circling the

alphabet
That best represents you.

Sex: 1. Male 2. Female

Woreda: 1. Woreda? 2. Woreda8 3. Woredall
Education: 1.below diploma 2. Diploma 3. Degree
and above

Position you hold:

4. Master

1. Management (team leader, coordinator, office manager, chief Executive officer

2. Non-management (employee)
Work experience-------------=-===-m-momomomouuv
Part I1: BSC related Questions

Please indicate how much you agree or disagree with each of the following

statements by circling the number that best represents your opinion.
“No.1”indicates“StronglyDisagree”, “No.2”
indicates“Disagree”,“No.3”indicates“Neutral”,“No.4” indicates “Agree” ,and
“No.5” indicates “Strongly Agree”.
No. shA A N D [p
Question (5) 4 13 (@ (1)
A. CHALLENGES OF BALANCED SCORECARD IMPLIMENTATION
1 |Balanced Scorecard concept and knowledge
1.1 |l know BSC well 5 4 3 2 1
1.2 (I know the organizations vision, mission and strategic objectives 5 4 3 2 1
1.3 |BSC links short-term operational performance with 5 4 3 2 1
Long-term strategic objectives.
1.4 |Balanced Scorecard is used to set, track and achieve key strategies and
objectives in the woreda 5 4 3 2 1




1.5

I understand the benefits of implementing the balanced scorecard as a

performance measurement, strategic management and communication

Okgahizétional level participation

. [The top management took the Initiative to implement the balanced

scorecard.

2.2.

There is full support from the top Management in BSC implementation

in the woreda.

2.3

Balanced scorecards of the woreda has been implemented by

participating all concerned parties

2.4

The top management periodically monitors the progress of the balanced

scorecard implementation.

2.5

All employees in the woreda have been involved

in the implementation of BSC

Balanced scorecard education and training

. |l got a training that equipped me with a sufficient knowledge about the

concept and meaning of the balanced scorecard.

3.2

I have understood the alignment of my work unit’s objectives with the

corporate level objectives and the vision

3.3

| was properly guided by my immediate supervisor while | was

designing my individual/work unit’s scorecard.

3.4

| got a training to design my own personal scorecard in alignment to the

process /team/ scorecard.

o1

IT support

4.1.

The balanced scorecard system in the woreda is fully automated.

4.2.

The balanced scorecard is supported by IT in collecting, analyzing,

reporting and distributing relevant data.

o1

Competent Project team/Dedicated Process

. |In this woreda there is a specific department who is responsible to

follow BSC implementation.




5.2. [The department that is responsible to oversee BSC Implementationis 5 4 3 2 1
handling its duties effectively.
6 |Key Performance Indicators
6.1 |Key measures in the BSC are designed based on the mission and vision 5 @4 3 2 1
of the woreda (sub city).
6.2 Balanced Scorecards at all levels have sufficient key performance
indicators to measure objectives.
5 4 3 2 1
6.3 While designing the key performance indicators at all levels, thedata 5 4 3 2 1
collection method and its frequency were also set
7/ PPlanning and Communication
7.1 |Information about balanced scorecard implementation status is being |5 4 3 2 1
provided timely
7.2 [The goals ,objectives and activities included in the plan at all level are
achievable 5 4 3 2 1
B. BENEFITS DERIVED FROM ADOPTION OF THE BALANCED SCORECARD
1 [The balance scorecard addresses serious 5 4 3 2 1
deficiencies in traditional management systems in the woreda
2  [The balance scored card clarifies and translates 5 4 3 2 1
vision and strategy
3 [The balanced scorecard has improved the quality of service in the 5 4 3 2 1
4 [The blalanced scorecard has been used to communicate 5 4 3 2 1
strategy throughout the organization
5 [The balanced scorecard hasbeen used to perform periodicand 5 |4 3 2 1
systematic strategic reviews
6 [The balanced scorecard has minimized the time taken for delivering 5 4 3 2 1
service
7 [The balanced score card serves as a strategic 5 W4 3 2 1
management system in the woreda (sub city)




8 [The balanced scorecard hasbeen used to align departmental 5 |4 3 2 1
and personal goals to the strategy

9  [The balanced scorecard has increased our effectiveness in meeting 5 4 3 2 1
customers demand

10 [The balanced scorecard has lowered the level of wastage 5 4 3 2 1

C. BSC IMPLEMENTATION PRACTICE ACROSS THE 4 PERSPECTIVES

1 |Customer perspective( customers satisfaction and effective service)

1.1 My office (department) is able to meet customers demand 5 W 3 2 1

1.2 My office (department) offers quality service 5 4 3 2 1

1.3 [Feedback from customer is taken seriously 5 4 3 2 1

1.4 |Customers satisfied with time line and quality of service 5 4 3 2 1

1.5 |Customers satisfied with responsiveness, cooperation and skillsinmy 5 4 3 2 1
office ( department)

2 |[Financial perspective(Budget and Resource)

2.1 |Resources are managed efficiently in my office 5 4 3 2 1

2.2 [The budget that is allocated to the office(department)is sufficient 5 4 3 2 1

2.3 |In my department the necessary resources(employees, money, 5 4 3 2 1
materials...) are fulfilled

2.4 [There is effective financial( budget) control measures 5 4 3 2 1

3 |Internal Business Process

3.1 [The policies and procedures in my department (office) are good 5 4 3 2 1

3.2 [The level of corruption and rent seeking activities in my department( 5 4 3 2 1
office) are low

3.3 [The number of staff (employee) leaving the department is small 5 W4 3 2 1

3.4 |Communication flows easily throughout the department (office) 5 W4 3 2 1

3.5 [In my office programs are implemented speedily 5 4 3 2 1

3.6 [The level of wastage in my office is low 5 4 3 2 1




3.7

The culture in my office is effective

4

3.8 |Divisions are not overloaded with activities 4

4 ILearning and Growth Perspective(Capacity Building and Employees satisfaction)
4.1 |l have the chance to participate in training and development program 5 4 3 2

4.2 |l have ample opportunity to make independent decisions 5 4 3 2

4.3 [There is good teamwork in my department ( office) 5 W 3 2

4.4 || am satisfied with the work environment 5 4 3 2

4.5 || am satisfied with my proffesion,culture,value and empowerment 5 4 3 2




APPENDIX II
NP LN+ ML RINCA L

EUYL-9° P mTT FIRUCT Nt
MBA Program

Nhdds NP NEA N+ A 28 7iMZ8 8 § ™28 11 N&+8F AT AMRLLCF
P+HIE AOMLP

M. PHU MGTF +AFLPF:

2Y ®MLP P+HIEM NARYINT MNP NFTF LAY PARHTR ANC
NCE(BSC) A+INNCIPIMA™FY +8C%F AT PHIFTT dPANG® AJMAPF
(PPIRTF) ATREAN 1R:LU DTF NAHIN AR INTEAT PAIAHE &4 AT T+
NI P7% PIATAA:LY APMESP NNAL P18 NEA NI AHU DTF N+aLm- 3
MLE8PTF PAMY AMPAL PBSC A+HINNCINFINSM @PF P+7F+F  dpAhge
AIMTPT(DEIRF) AT PIMA™TTY +978C+F £8NAA=AHU M5F aRAnt PTy+
PGh +AFLPTF LUYT APMEP NFNNA NARAAT PIRFLLHF ANTPL PIA M.
NAHU RUTT @®med NThhAT NFMAtY Naea™At AGRFLCHF AN+PP
N& L P NME U AAAITAL::

DHFOF: + NHU OLPT AL NI° AO9& R P ATTTP:

. NHU NZFF PhLMHHT mPEDT LBAT (€M47) NTNNN YANDT
£oAG:

HEAl:- PP5E +0F74PF aLE

$PAM. AP 5 AMLST NPLMAFM AT9LeBF NN ACNPT PTY7A6PT+T
AT Ge0e L2AT NMANN RARAf::

P 1. @I 2. AY MZE:1.M487 2.0445 8 3.04511



YALTFH: 1. AL (&7 dB4F AR+NNEE POULT Nt YALT N& ANLBM...)
2.NAd>- P

PN ATPE o e

PFIRUCT £28: 1L.NETAM NFT 2. &TAD 3. &9 4,990 +C
h&A I1: h MHSTP® AhchC e IC e+ 2P0 B PRDT

ANAPTT NATMLT AAD PATT .57CTF NTAINN ARATRIYT AATRATRIRTPY
¢HCET NMANN PLNPT  YAN L9A8::  “@mC1”  PIR7ABM  “NMIP
AAPATARFY’E  “emC 27 PARIARM.  “AACPNTRTITY”,  “em(3”
P IAOM“IAATEIF T “@M(C4” PARIABM.  “APAMIRTY AT “hm(5”
PM740Mm. Lo9P “NMJP ARAARAR LY M.

t+.¢ MmMmedP

U.no.m* +hC 9°HS (BSC) *9IN4 0P T P IMa™ +18+F(challenges of BSC implementation)

1 [PO.mF +hC 9°HT (BSC) &M UNNS Addt

1.1 hA @mt +hC 9°HT (BSC) NN AD.PAU-: 5 |4 3 2 |1

12 pmZ8smy LO0LI+AON AT NFAEEN o INF hOLPAL 5 4 13 P2 1

1.3 |mmt +hC oHT( BSC) PhesC T hERATRT NZETR 11 NH4t8p® B |4 3 2 |1
INT IC PA+ANGA:

PO.M* +NC 9°HT (BSC) Nht POZEMY NHeEEPR INTS 0ATPTF
L4 IAma/RiAmANTS ATIANF MEPA:: 5 |4 B R |1

POLMF +NC 9oHG (BSC) FoINd N@LEM. PALRRT® ARAN, I

L5 lopt b Bh a9 Byt 2§ P17 TIF ARALP NADLY ATAIAA(EMPTA)

2 | UAThAPE +ATFE (Organizational level participation)

2.1. PNAL ATRGCF PRM T +NC FPHT( BSC) F9N&T NNALYF AT
NACLTT OC+HPA > |4 B g A1




2.2.

Nm/8M. P Mt +hC 9°HT( BSC) T9INs- & T hNAL ATRLCF
208 L2874

2.3

PD/AM, POM T +NC TPHT( BSC) F9IN¢- UrAT9® PaqapAn+Fm.y
ANAT PAHL 1Mt

2.4

PmZEM. PNAL AORLCF Mt +NC 9PHT (BSC) TN AQum-7
NPLHM. ENtAN =

2.5

PO/EM MMF +NC TOHT ( BSC) TN ATIR POLEM T At BT
PATL 1@,

NA BSC17HT &IN-YAN N ARPF PABNMT NAMT +ADF5 A=

3.2

P1 PN LeF aINTF hdZB8 M PT INF JIC PAFMLY FANC a°28F FPAU:

3.3

PAIAT NANC NCE AHIE NPCN AAPP N &I& +LCIATA

3.4

PAAT ANC NCE AT8HIE NAMT +ADFEA

PRIECTAYT BhPAE £I9& (IT support)

4.1

PMZBM MHTP ANC NCE F9INE AP LT 7 CF a- i NOD A
NAMFTAY AP+NZ 10 (it is fully automated)

4.2

P8 M BSC F9N¢ A28 AANANIAM+T+FIAT ATIALhT
NMLNTFA AICCTAT thP s (IT) P+L14, 10

Competent Project team/Dedicated Process

N8, f BSC N4 NNALTF P nF+A(PFR.APE) PN LeF AN

P BSCTaNs@. 7 NNAL YT P nF+AM. PN 10+ YALTHT NN

APt+mM TMm.::

®A& PhL 909 AAPANTTF ( Key Performance Indicators)

6.1

PM/EM. ®AG PALIOI® MRANLPOF PMISMY L0L5 +AOh ARALT

NaQ e/ e+HI8, T m.:




6.2 Pm/8M. THTP NNC NCE(BSC) NPHEFMIR BB INFT ATPANG 4
Pam PATA RAG PALIBT® TOAN LT AA: > 3 P
6.3 [2A& PhL 909> dPANPOF (L\HIE. PARLE AP PH HEMI™ (the data
collection method) ANC +$+IMm 4 N
7 APLS e+annt LY+ (Planning and Communication)
7.1 nmZ8@.  BSC FIN<- PANTT 245 PT9746 @&+T PMNP a°LE 5 14 | 3|2
2+AAGA
7.2 |NPFEFMI 48 NMZ8M. AL MAM P+t INTIAATMPT A 5 |4 3|2
+aNst AN PR T A (achievable) §F M.

A. hBSC #9N4 P7 7% p$92+ (Benefits derived from adoption of the balanced

scorecard implementation )

1  PmZ8m BSC +9N4 NCLM. PNE AdR4C N0 (traditional management| 5 | 4 | 3 | 2
system) @AM PINEGFT FEATT ANDL A

2 BSCPmZAMTY 40L:NtetE AT IINT 9146 AL ZAA 514312
3  BSC @ZBM PTYAMMY ATA% T Mot ATLSARA ZEhA 514132
4 IBSC PZ8MT NFH-tE NOZBM. MAD ATINZE ATATAA:: 514 |3 |2
5 Pm/8M BSC NAFP (systematic) AT +Nhz 2 (periodic) PAP L AT 514132

NS PP 9190799 ATR L /9 AATAA

6 [BSC A74%AF ACPAMT M MNLMT 1H PIAFARANCFA) S | 4|32

7 |BSC Pm/8Mm. Nt-tE PP PANTREC NCYT ( strategic management 514132
system) NPT APLTATA 10

8  Pm/8m. BSC PAT PM-E1( PN YLRF)INFY Nkt Ba 34 NmpeeH | 5 | 4 | 3 | 2
(NTA+ANC) APTATA 10

9 BSC P+7470F &A1F AT99 AT a9 PATA NPTt ATLPLY ANTFATA| 5 | 4 | 3 | 2




10 |BSC e7NZ@m. PYNF(PITHNE PhAPLN IPAM Y24A) NNTF 21N FA S| 4] 3|2

h.P@Z8M BSC +NE N4k AL FPTF PAM. h{ 969 ( BSC implementation

practice across the 4 perspectives)

1
P+7492 mEI® LI°NG 0L F (Customer perspective )

L1 A1 P9PNLNT PG 18F (NLE) PHIAITTT &ATT PTRAQ S| 4132

1.2 a3 P9RNGNT PNG 42T (ML) ATTIAIPT et PAM. ATAIT 2AMA | S | 4 | 3 | 2

1.3 |h+76 2P F AN+.PPF PLIP 711 P4/ (Feedback) /193711 LD/144 :: 514132

1.4 +7420F NAQ P1A9ITF mETT NATASIAT PAM AAT ZNTPA 514 1] 3|2

1.5 +74,90F N3 PN& L8F (NC) N NAD M7 FPARIFNNC AT Fe| 5 | 4 | 3 | 2

ANt PA::

2 P4.257N 0.2 J (Financial perspective (Budget and Resource))

2.1 N PNe 487 (NE)YRAMD PAFT UNTT (resources) Ney 7N @yf+8eC | S | 4 | 3 | 2

2.2 ANG 12+ (ANCE) PHNE+D NEF N 10 51432

2.3 Nt PNZ- 18T (N.C) MAD 7IHNIRARATIPAM Y24 AT PARAAAT 514132
ANEAT UNTF( resources) P+aah §FM,

2.4 PNEFT 4570 EMMLP NAT THCIHA S| 4|32

3 P ANéC 6.2 F (Internal Business Process perspective)

3.1 Nt Ph& 18T (NC) mhm PAT 7AADT AT PALC 18T Ma 5 4] 3] 2
TFO(PHTHE A2 RAT)

3.2 Nt PNg- 18T (NC) MAM PAM. PA™AG AF PN L ANANTT AdPARRY | 5 |4 3 | 2
AT +INC HP+E 10,

3.3 Ph¢- N&AT (NCMT) AP@m, PTOM-(NE PTRAR) Ae-+F *PCHP+E | 5 |4 3 | 2

10,




3.4

Nt PN LT(NC) PAM PACYt -+o1NNT (communication) &AT PAAT
PtPAML, 100

3.5

N1 PR LFH(N.C) AT TCALPF NEM T L+INeA

3.6

N PNe- L2+ (N.C) A PAM. PYNF(resource ) NTT HP+E 1M,

3.7

Nt PN LeTH(NE) N PAM PN&T P1TF1F NUA dumy F0( effective

)1,

3.8

PN N&AT N+ALR +oINL+L(activities ) PHenTIR AL LATD

4.1

NNAMSS PAM. YNt ATF TCVLIPF AL PARA+& AZA BAMTA

4.2

AT TP PFAPE MAsDFT PAPDAT AL AAT

4.3

N1 PN LLHF(NLL) mAM Mé PUY PM-E Nen(team work) AA

4.4

NA@. N4 ANNN.( work environment) AZAFAU

4.5

na-pe( proffesion )iAHU NAM. PN4- NUA AT At ATEU9P

empowerment ChFAU




APPENDIX III

St. Mary’s University
School of Graduate Studies
MBA Program

Interview Questions for the managers of Public service & Human resource sectors

(office), and coordinators and senior officers in each woredas under the study

1. When did the woreda (sub city) start implementing the balanced scorecard?

2. Can you elaborate the major activities to accomplish properly and to put in to
practice the Balanced scorecard?

3. What benefits the Woreda gained from BSC implementation?

4. What are the main challenges that you face while implementing the balanced

scorecard?









