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Abstract
The balanced scorecard has been largely used as strategy and performance framework in private
sector organizations throughout the world. A fter the introduction of New Public Management, it
started to be used in public and non-profit organizations in order to facilitate the performance
management process. In spite ofthe increase in the number o f studies about its usefulness and
futility for t he p rivate s ector, there is stilla needt o test the feasibilityo fthe BSCasa
management framework in the government and non-profit domain.

The BSC in public sector is recently criticized concerning lack of cause-and-effect relationships,
lack o fc larity, and failuret o c onsider some t ypes o f stakeholders ( Johanson et a L. 2006 ;
Norreklit 2000, 2003). Other researchers/scholars have also raised questions regarding the BSC’s
effectiveness ( Othman et al. 2006) and t he adequacy o f B SC in varying ¢ ircumstances a nd
differing firm types (Maltz et al. 2003).

As 012010 the balanced scorecard card (BSC) strategy and p erformance framework has be en
implemented in many public sector organizations in Ethiopia. Hence the researcher is motivated
to investigate the practice and challenges o f BSC design and implementation in Ethiopia public
sector in case o f Ethiopian Revenue and Customs Authority as statement of the problem (The
Ministry of Capacity Building report, 2005).

The E thiopian R evenues a nd C ustoms Authority (E RCA) is federal g overnment a gency
established in 2008 w ith pr oclamation N 0. 587/2008 to ad ministrate federal g overnment t ax
jurisdiction and enforce customs laws (proclamation No. 587/2008).

The g eneral o bjective o f't he r esearch ist o a ssess t he p ractice & identify the challenges of
balanced s corecard building & its implementation in E RCA a s change, c ommunication and
strategic management tool. To what extent the strategic p erformance management tools that is
BSC d esigned a nd implemented ap propriately; a nd w hat ar et he strengths, w eaknesses,
challenges, and lessons of the design and implementing BSC project are the research questions to
be examined. Hopefully the result ofthis investigation will contribute to solve problems related
to the design and implementation of the BSC in other public organization. The scope is limited in
the BSC building and its implementation. The main limitation of this study lies in its application
to a very singular type o f organization that operates as a d river to improve the e fficiency and
nimbleness of other public organizations. D ocument review was the primary technique o f data
collection, b esides questionnaire and i nterview w ere also us ed t o ga ther data. O nt he d ata
presentation, t he top management c ommitment, six st eps of building BSC and three steps of
implementing BSC (System roll out) are comprehensively reviewed.

Int he s ummery o f finding t here ar e quite a significant s trength int he t op m anagement
commitment and sizeable weakness and strength throughout the nine steps of BSC building and
its implementation o r s ystemr olls o ut. Int he concluding r emarks basically t here is a quite
considerable pr oblem in t he designand implementationo fB SC in E RCA. Accordingly t he
recommendation is forwarded to tackle problems.

vi



CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

It is well noted t hat the g overnment o f E thiopia has e mbarked on institutional d evelopment
efforts across layers of government; and expanded of the scope of public sector capacity building
initiatives ( PSCAP). T he P SCAP has s ix p riority ar eas—(i) C ivil S ervice; ( ii) D istrict-Level
Decentralization; ( iii) U rban M anagement; ( iv) Tax S ystems Reform; ( v) I nformation a nd
Communications Technology and (vi) Justice Systems Reform. The civil service reform is one of
subprogram o f PSCAP aims to promote the development ofan efficient, e ffective, transparent,
accountable, and ethical civil service (The Ministry of Capacity Building, 2005)

Among t he subprograms activities of't he c ivil service r eform: improving t he g overnance o f
human resource management that is the execution of strategic performance management system
is the thematic area of'this research. Hence as of May 2010 the balanced scorecard card(BSC)
performance management system that is tool for change and strategic management system has
been i mplemented in many public s ector organizations in E thiopia (The M inistry o f Capacity
Building, 2005)

BSC was first introduced by Kaplan and Norton posted in the Harvard Business Review Article
in 1992. At that time, it was new approach to strategic management. Kaplan & Norton recognize
some o f the weakness and ambiguity o f previous p erformance management ap proaches. T hey
have demonstrated that balanced score card enables any organizations to translate their visions
and strategies into comprehensive objectives and substantial set of performance measures. Thus
BSC provides enterprise view o f organization’s overall performance b y i ntegrating f inancial
measures with other key performance indicators around customer perspectives, internal business
processes, and organizational growth, learning, and innovation. (Kaplan and Norton, 1996)

Nowadays, the private and p ublic s ector o rganizations t hroughout the world exercise BSC as
change and strategic management system. I n E thiopia lots of public sector organizations ha ve
implemented BSC. However; the public organizations that employ BSC as change and strategic
management s ystem encountered difficulty withits designand its implementation. T hus t he
researcher is motivated to undertake research on the practice and challenges of BSC design and
implementation; in the case of Ethiopian Revenue and Customs Authority.



1.2 The Ethiopian Revenue and Customs Authority

The E thiopian R evenues and C ustoms A uthority (ERCA) is a federal go vernment a gency
established in 2008 with pr oclamation N 0. 587/ 2008 by merging t he former t hree r evenue
collection and a dministration bodies namely t he Ministry o fR evenue (MOR), F ederal I nland
Revenue Authority ( FIRA)a nd E thiopian C ustoms Authority (Councilo fM inster’s
Proclamation No 587/2008)

The Authority has u ndergone massive s tructural a nd o rganizational ¢ hanges a s part of't he
Government of Ethiopia (GOE) public sector capacity building program (PISCAP) .The PSCAP
encapsulates the civil service reform program (CSRP) and the tax and custom reform programs.
Accordingly, E RCA has u sed t he b usiness p rocess r e-engineering and business p rocessr €
engineering ( BPR and B SC) as c hange instruments to overhaul t he o bsolete t ax and cu stom
administration.

The organization is accountable for Prime Minister Office and run by Director General and four
Deputy Director Generals designated to run the day to day activities of the Authority. Underlying
each sector there are 28 managed by designed directors. In addition, the Authority also held 18
affiliated branch tax and custom offices throughout the country including the 14 medium, small
and micro tax o ffices of Addis Ababa city administrations. T he total number o f e mployees is
above 9000 (ERCA Organizational structure, 2013).

1.2.1 Vision and Mission
Vision:

Tobea leading faira nd modernt ax ad ministration in Africa by 2028t hat f inances t he
government expenditure through domestic tax revenue collection.

Mission:

The ERCA shall promote the vo luntary compliance o ftax payers, ensure integrity and develop
the s kills o ft he e mployees, support m odernization, t rade an d investment facilitation a nd
harmonization o f't he taxes a nd cu stoms ad ministration s ystem, co ntribute t o the eco nomic
development and s ocial w elfare t hrough ef fective r evenue co llection(“ZHs® AhCHCL 7 avil1-
07747 PHHIE 1279 fo-m1- 1ThC 6L 2003-2007 3.97)

1.2.2 Objectives of the Authority



According to the proclamation No. 587/2008 which w as e stablished ERCA in 2008 s tated the
objectives o f't he A uthority as follows. T he Authority has o bjectives o f establishing modern
revenue assessment and collection system, and provides customers with equitable, efficient and
quality services; causing taxpayers voluntarily discharge in tax o bligations; enforcing tax and
customs laws by p reventing a nd ¢ ontrolling c ontraband a s w ell ast ax fraud a nd e vasion;
collecting timely and e ffectively tax revenue generated by the e conomy; and finally providing
the n ecessary s upport tor egions w itha viewt o h armonization federal and r egional t ax
administration systems.

1.3 STATEMENT OF THE PROBLEM

Int he2 1% century botht he private an d p ublic 0 wned o rganizations ar e managing t heir
performance. O ver t he p ast an umber of years, s everal t echniques have b een de veloped in
various sectors to as sessa nd manage p erformance. T he w ell ack nowledge p erformance
management t echniques ar e Six S igma, T QM, J IT, B PR, T ime-based co mpetition, Building
customer-focused organizations, A ctivity-based co st management, Employee empowerment etc
(Kaplan and Norton, 1996 & Chenhall, 2005).

In very recent times, the Government of Ethiopia has started introducing new ways of doing business
under t he pr ogram o f C ivil S ervice Re form P rogram, t o e nhance t he institutional cap acity of t he
public organizations. F ollowing this g overnmental initiative, all public organizations have at | east
started to plan for reform and organizational change using BPR &BSC. Whether it is BSC or BPR,
many organizations, however, have already implemented reform program and some of them are
already started to disclose their success story and some of them the drawbacks.

The BSC in public sector is recently criticized concerning cause-and-effect relationships, lack of
clarity, and failure to consider some types of stakeholders (Johanson et al. 2006; Norreklit 2000,
2003). Other researchers/scholars have also raised questions regarding the BSC’s e ffectiveness
(Othman et al. 2006) and the adequacy of BSC in varying circumstances and differing firm types
(Maltz et al. 2003).



Hence; the weight of change in different organizations, BSC, with all its limitations, is perceived
to br ing basic ¢ hanges. Asa result, goalso fB SC are very fundamental s uch as; customer
satisfaction, increase performance and communication, promote strategic leadership. These goals
are very difficult to achieve unless the system is designed and implemented properly. Designing
and Implementing BSC performance and change management system is very essential, but the
end result is the positive impact o fthe program, on the o verall organizational performance and
institutional ¢ apacity bu ilding. The e fforts ex erted t o s ee p roperly designed and implemented
BSC are immense. But no one can give assurance w hether t he e fforts are on the right track,
having the expected results from designing and implementing B SC. Publicly, many institutions
in federal and regional states talk about BSC and announce that they are preparing to implement
the BSC for the last many years. But no one institution has come up with its report that it has
fully deployed the BSC and saw the real change achieved by proper designing and implementing
BSC. Up to now, there is no empirical research done on the study, design and implementation,
outcome and impact of BSC in revenue sector. There are reports that tells Ethiopian Revenue and
Custom Authority is conducting reform aggressively but except for the study documents, some
minor changes and assignment of personnel, especially the administrative staff, still there is no
victory, achieved institutional reform, announcement that after e ffort of many years, near to a
decade.

In ad dition t o this, at t his t ime, s ubstantial a mount o f budget is a llocated for design a nd
implementing B SC, as a means (tool) to attain the organization objectives and mis sion. M any
problems have been discovered during BSC design and implementation as well as on attaining its
desired result. As a result, the Authority’s BSC should be evaluated with A merican B alanced
Score Card Institutes Model of six steps o f building and three steps o f implementation of BSC.
The s ustainability o f't he s ystem should be also assessed. M oreover, the c ommitment o f't he
leadership should be examined.

1.4 RESEARCH QUESTIONS

Assuming that, designing and implementing B SC for the advance on the overall organizational
competence and performance, the research attempts to address critical research questions.

1.4.1 Main research question of the study

Tow hate xtent in the public o rganization ast he cas eo fE RCA strategic p erformance
management t ool thatis BSC designed and i mplemented appropriately ; a nd w hat aret he
strengths, weaknesses, challenges, and lessons of'the design and implementing BSC project?

1.4.2 Specific research questions of the study

Specifically, the following research questions have been developed:
e To what extents were the stages and the steps of BSC design and implementation strictly
followed and deployed?
e What are the strengths, weaknesses, challenges, opportunities, achievements, lessons and
threats of the designed and implemented BPR project in ERCA?



e What are the overall roles and commitment of the senior leadership of ERCA in the design
and implementation of BSC?

e What are the practical challenges of six steps of building and three steps of BSC
implementation in ERCA?

e Does ERCA align employees, information systems, and organizational system that assure
the sustainability of the BSC?

1.5 THE OBJECTIVES OF THE STUDY

1.5.1 General research objective

The g eneral o bjective o f't his r esearch is t o as sess t he p ractice & identify the challenges o f
balanced scorecard building (design) & its implementation in ERCA as change, communication
and strategic management tool.

1.5.2 Specific research objectives

Consistent with the above general research objective, the specific research objectives are set as
follows:
e To examine the overall roles and commitment ofthe senior leadership of ERCA in the
design and implementation of BSC.
e To a ssess p ractical ¢ hallenges o f six s teps o f building a nd t hree stepso f B SC
implementation in ERCA.
e Toid entify factorst hat cau se barrier t o al ign employees, information s ystems, a nd
organizational to maintain the sustainability of BSC.
e To assess the strengths, weaknesses, challenges, opportunities, achievements, lessons and
threats of the designed and implemented

1.6 THE SIGNIFICANCE OF THE STUDY

The BSCi s change,c ommunication ands trategic management package designeda nd
implemented int he e ntire p ublic s ector of't he ¢ ountry. There ar e ¢ hallenges in t he building
(design) and its implementation. Hopefully the result of this investigation will contribute to solve
problems related to the design and implementation o fthe B SC in E thiopia public sector. Y et
another important significance o fthe study is based on the finding t he r esearcher p ut forward
critical recommendation to sustain the system.



1.7 SCOPE OF THE STUDY

Although the balanced scorecard (BSC) was originally d eveloped for the private sector, it has
also become more w idely used in p ublic s ectors. T he p ublic o rganizations ar e interested in
performance measurement f or i mproving p erformance a nd increasing acco untability ( Barry
2000; Berman and Wang 2000).

This study focuses on financial sector from other public sectors. The revenue sector organization
(ERCA) is chosen because the use of performance measurement systemis vital in terms o ftax
collection and customs ad ministration as compared to other public s ectors. Besides, a r evenue
sector in Ethiopia is growing and plays a dominant role in the Ethiopian economy by generating
tax revenue for the government expenditure assignment.

1.8 LIMITATION OF THE STUDY

The study has got the following limitation:

e The main limitation o ft his s tudy lies in itsa pplicationtoa v erys ingulart ype o f
organization that operates as a driver to improve the efficiency and nimbleness of other
public o rganizations, a Ithough t he methods employed h ere ar e v ery likelyt ob e
applicable to other kinds of organizations without adversely affecting the results.

e Dueto therelative scarcity o f interpretive studies w ithin p ublic s ector m anagement
literature, the researcher carried o ut d escriptive research, focusing on the design a nd
implementation o fthe BSC as a strategy and p erformance management framework in
this type of organization.

1.9 ORGANISATION OF THE PAPER

The t hesis is organized into s ix ¢ hapters. C hapter 1 pr ovides t he o verall view o fthe w hole
research. I t h ighlights t he b ackground, p roblem s tatement, research questions, o bjectives,
significance, scope, | imitation o f't he r esearch. I n Chapter 2, c overs t he methodology of't he
research where it explains how the research is to be carried out in order to obtain data used to test
the r esearch q uestions g enerated from Chapter 1 . T his ¢ hapter e laborates o n the research
perspective, research d esign/methodology, participants, data collection a nd a nalysis, sampling
and s ampling t echniques, methodologicalr igor, and et hical c onsiderations. Chapter 3 co vers
literature i n t he ar eas o fp erformance measurement s ystems, i.e. balanced scorecard. T he
discussion of the literature is rooted in the theory and practice of BSC.

Chapter 4 reports the results obtained from the data analysis techniques used in this study. The
results co ver t he p reliminary a nalyses, document r eview, a nd d escriptive s tatistics. L astly,
Chapter 5 includes a comprehensive discussion ofthe findings and results ofthis study which
can pr ovide additional insights o nt he findings o fp rior r esearch. F inally, it d iscusses the
conclusion and recommendation.



CHAPTER TWO

METHODOLOGY

2.1 Research perspective

This chapter presents an ev aluation o f't he r esearch m ethodology for the study. D escriptive
research d esign is usedt o g atheram oreind epth data for i nvestigating t he p ractice an d
challenges of BSC design and implementation in ERCA.

2.1.1 Research design/methodology

The case s tudy m ethodology w as u tilized t o examinet he balanced s corecard designa nd
implementation in ERCA. Yin (2009) explained that the “case study method allows investigators
to retain the holistic and meaningful characteristics of real-life events such as . . . organizational
and managerial processes” (p. 4). The choice to design a case study was informed by the need to
develop a valid s tudy t o de scribe t he phe nomena w hich is the BSC in E RCA. Stake ( 1995)
explained, “A case study is intended to catch the complexity of a single case” (p. xi).

A case study is used when the researcher want to study t he uni queness and c omplexity o fa
single ca se ino rder to understand a c¢ ase unde rs tudy ind epth. A c ases tudy isa bout
concentrating on one situation; it is not research based upon large samples. T herefore, a case
study is unlikely to provide a strong representation o f o thers, meaning t he r esearcher does not
study cases to understand other cases; but the hope is by understanding one case the researcher
can have a g reater understanding w hen the researcher complete o ther case studies e xploring a
similar phenomena.

This case study is organized with the intention of answering research questions; therefore, it is an
instrumental case study. The case study is instrumental for accomplishing the answer to the four
research questions. An instrumental case study is utilized when the researcher feels they “may
get insight into the question by studying a particular case” ( Stake, 1995, p. 3). The data were
gathered and analyzed utilizing qualitative and quantitative research methods.

The study starts with assessing the steps of BSC design and implementation, e valuating the role
oft op management in t he successful strategy implementation in E RCA. T he r esearcher t hen
compares t hese t heoretically ag ainst then ines tepsch eck listo fB SCb uildinga nd
implementation. The ¢ hecklist is used as anaid to structure t he q uestionnaires and lead t he
conversation in the course of interview to assure coverage from all respondents on a number of
identified issues.

2.1.2 Participants
The e mployees a nd management bo dies o fE RCA ¢ omprised employees and | ower, m iddle

management o f head quarter, A ddis Ababa E astern Branch Office, Y eka Sub City S mall and
Micro Branch Office and Addis Ababa Air port Customs Branch Offices which represent tax and

7



customs functions. The participants were identified via purposive sampling; this method is used
when the researcher intends to capture a full range of participants by allowing the researcher to
select people who represent defined conditions (Weiss, 1998).

270 employees and management bodies of ERCA were invited to complete a questionnaire, and
10 participants were interviewed. The participants were strategically identified in order to obtain
a co mplete picture o f't he organization and how the B SC is designed and implemented. T hey
were s trategically identified w ith t he a ssistance of H R D irectorate. I n ¢ onsultation with HR
Directorate, the e mphasis, w hen identifying t he participants, w as p laced o n t heir educational
background and position in the ERCA. The rationale for identifying two different levels (officer
and manager) in the organization was individuals at different levels may have different reactions
to the balanced scorecard in terms of how it is designed and implemented.

Also of interest were the responses of individuals who had been in the organization for differing
service years, as they may have different responses based on the service years they have spent in
the o rganization and the frequency o ftime using the BSC as p erformance measurement. The
identified participants were given an opportunity to participate in the study. The intention ofthe
study was described to them in order to assist them with making their decision.

This case study may have interrupted staff routines and interfere in the work domain of staff. The
researcher was aware of this and was respectful of it. The special attention was paid in order to
impress the confidentially of the conversations and information shared (Weiss, 1998).

2.1.3 Data Collection and Analysis

A descriptive case study approach was used for this study. The qualitative and quantitative data
collection m ethods i ncluded the questionnaire, i nterviews, are e mployed while surveys w ere
used t o c ollect q vantitative d ata. I n ad dition t o co llecting d ata for t he s tudy, t he r esearcher
reviewed the ERCA’s BSC document of 2003-2007.

Data collection began w ith semi-structured interview with change m anagement advisers o f
Director G eneral & Deputy G eneral D irectors, h uman r esources, informationt echnology,
planning d irectorate ¢ oncerned o fficers a nd o thers. (See the e ighth q uestion u nder annexed
interview questions.)

All interviews lasted between 15 a nd 30 minutes and followed a structured format, with the
possibility for the researcher to follow up on their answers as needed. The interview questions
focused on BSC design and implementation, top leadership commitment and sustaining BSC.

The interviewees were given an opportunity to review their answers prior to them being “final”
and included in the results.

However; t he s urvey w as intendedt o obtain ac ontextual u nderstanding o ft he balanced
scorecard and t he familiarity t he e mployees in ERCA had w ith it. T he s urvey q uestions are
divided in to three parts with five scale questions (Likert scales that are strongly agree, agree,
undecided, disagree, Strongly Disagree). The first part related to top leadership commitment in



terms o fe ngagement, co nceptual c larity, co mmunication and serving as ch ange a gent. The
second p art r elated w ith six steps o B SC d esignt hat ar e The organizational a ssessment,
developing strategic plan, identifying high-level objectives for each BSC perspective, reviewing
strategy m ap, identifying measures t hat w ill d rive improved p erformance o n eac h o bjective,
strategic initiatives. T he t hird and final step are automating t he w ork p rocess, cascading t he
organization BSC to different work unit, and evaluation

The a nalysis o f't he d ata was employed in percentage to seet he variability t o its e ffect. In
addition, t he r esearcher was e mploying ERCA’s B SC do cuments o £2003 -2007 to assess the
practical challenge and practice. The analysis has been handled in a way that each elements issue
included in the study is addressed. T he statistical description o f the response was presented in
relation to the question raised. B oth qualitative and quantitative d escriptions w ere ap plied. T o
this end SPSS w as the basic tool used to obtain, tables, charts and percentages. The statistical
package for social s cience ( SPSS) makes t he d ata more r eliable and acceptable r esearch. I n
addition, t he accuracy o ft he d ata an alysis must b e ¢ larified by o rganizing t he r espondents’
percentages inr eturning t he que stionnaire a bove 60 p ercent of't he t otal s ample co nsidered
(Kothari, 2004)

2.1.4 Sampling and Sampling Techniques

A small sample of ten people with in depth knowledge of BSC for interview and 270 officers and
managers for questioners will be used, so that leadership commitment, six steps of building and
three s teps of implementation are examined in d epth. The r esearcher has c hosen t o use non-
probability or purposive sampling which is predominantly used in qualitative research

The researcher has selected purposive sample technique due to the fact that accessing a targeted
sample quickly and sampling for proportionality is not the primary concern of the research. On
the t op o f't hat s electing pur posive sampling technique t o c ollect d ata int his r esearch has
involved the sample o fe mployees/managers w ith having a dequate e xposure in area of B SC
building a nd implementation. Hence; for t he r esearch the c haracteristics t hat p articipants ar e
selected with criteria such as: employee/manages with a mild, moderate or in depth knowledge
of BS C, employee/manages attendingt raining in B SC. Thee xclusion cr iteria include:
employee/manages with less than two year work experience in ERCA.

Thus to elicit the views of employee/manages who have specific expertise; the target population
of'the study are officers (junior, Intermediary, senior with first & second degree holders), lower,
middle management of ERCA. Hence the study target population includes employee and lower,
middle management of head quarter, Addis Ababa Eastern Branch Office, Yeka Sub City Small
and Micro Branch Office and Addis Ababa Air port Customs Branch Offices which represent tax
and customs functions.



Since purposive data collection methods had employed 210 questionnaires were prepared. Fifty
questionnaires w ere a llotted equally for each branch o ffices with the d istribution quota o 10
questioners for 5 w ork processes. Similarly sixty questionnaires were allotted for head quarter
directorates with the distribution quota of 2 questionnaires for 28 directorates.

Besides; Semi-structured interview was conducted with change management advisers of Director
General & Deputy G eneral D irectors, h uman r esources, i nformation t echnology, pl anning
directorate concerned officers and others.

2.1.5 Methodological Rigor

Findings o ft he study must b e a n a uthentic a nd t rustworthy r eflection o ft he practice a nd
challenges of B SC building and i mplementation. R igor acco rding to Gerrish & Lacey (2010)
refers to how strong a body ofresearch is in terms of confirming that all procedures have been
followed judiciously, t hat a 1l pot ential ¢ onfounding factors h ave been removed a nd t hat t he
reader judges conclusions to be dependable or trustworthy.

For the study the researcher use a framework developed by Lincoln and Guba (1985) that seeks
to e stablish me thodological rigor inq ualitativer esearch. T hese include cr edibility,
transferability, de pendability, c onformability and au thenticity. T hus t he r esearcher t ried t o
comply w ith methodological r igor suchas credibility, t ransferability, d ependability,
conformability and authenticity.

2.1.6 Ethical Considerations

The principle o frespect for p ersons states that p articipants’ t houghts a nd d ecisions must be
honored. All participants provided their consent via the informed c onsent process. In order to
ensure the application of this principle, a form was provided to the participants who outlined, for
the participants’ clarification, the study’s purpose, potential risks and benefits of participating in
the study, as well as statements about confidentiality.

Participants w ho i ntended t o p articipate w ere as ked t o r ead the formand weretoldthatby
participating t hey w ere p roviding informed consent. T he s tudy w as d esigned t 0 m inimize a ll
potential r isks t o the pa rticipants. T he information pr ovided by t he p articipants r emained
anonymous. A Il collected d ata w ere ab sent o fi dentifiable markers a nd w ere s tored on the
researcher’s personal computer. The researcher was the only person with access to the data. The
computer files were password protected.
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CHAPTER THREE

LITERATURE REVIEW

Int he2 1% century botht he private an d p ublic 0 wned o rganizations ar ¢ managing t heir
performance. Over the past number of years, several techniques have been developed in various
sectors to as sess and manage p erformance. T he w ell acknowledge p erformance management
techniques are Six Sigma, TQM, JIT, BPR, Time-based competition, Building customer-focused
organizations, A ctivity-based co st m anagement, Employee em powerment e tc. E ach o f't hese
performance management t ools has had ¢ onfirmed s uccess stories, s upporter, ex pertise.
However; many o f these performance management techniques have yielded either encouraging
or di sappointing outcome. Although the performance m anagement techniques have been
flourished in the21* century, the shift in the economy structure has necessitated a change in the
performance management (Kaplan and Norton, 1996 & Chenhall, 2005).

Thus the New performance measurement system, which is better known as strategic performance
measurement systems (SPMS) have been developed. A peculiar feature of this SPMS is that it is
designed to translate strategies into a consistent set of performance measures (Chenhall, 2005).

One ofthe famous SPMS is the balanced scorecard (BSC), originated by Kaplan and Norton in
1992. The balanced scorecard was originally developed for the private sector and expanded for
public a nd n onprofit o rganizations latero n. Iti su sedas the meanso fc larifying &
communicating t he strategy, a ligning work unit a nd individual go als t o s trategy, lin king
objectives to long term targets and budgets, and conducting performance evaluation to improve
strategy (Kaplan and Norton 2001a).

There h ave been many d ifferent ba lanced scorecard ap plications in d ifferent s ectors an d
industries. Several articles and books have been written on the balanced scorecard methodology
and also a variety of software developed to assist and accelerate its implementation ( Chenhall,
2005).

3.1 Historical background

As stated above BSC has introduced in the second half on 20" century and has a dynamic history
over the last 30+ years. It has gone through several stages of steady development. From 1990 to
1996, the focus was more on how to use the BSC to measure performance; the focus was shifted
toward improving the management of performance at the organizational level from 1996 to 2000,
and later on thatis from 2000 up t o the present time, the B SC methodology has evolved into
dynamic process for strategic management. (Asian Development Bank, 2007)
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In the last 30+ years there has been a paradigm shift in the public sector toward the adoption o f
new public management which is more strongly aligned with private sector management systems
(Chang, 2007 ). T his e ncourage the ad option o f more ad vanced p erformance m anagement
systems that is the balanced scorecard (BSC) which has been widely adopted by both private and
public organizations around the world (Davis and Albright, 2004). In Ethiopia in May 2003 E.C
the B SCw hich isco nsidered as change an d p erformance management toolh asbe en
implemented in many public sector organizations in Ethiopia.

3.2 Types of balanced scorecards

There are three types of BSCs in private and public owned organizations. These are Type I BSC:
that is a multidimensional framework for s trategic p erformance measurement that c ombines
financial and non-financial s trategic measures. T ype II BSC: a T ype I B SC that additionally
describes strategy by using cause-and-effect relationships. And finally Type III BSC: a Type Il
BSC that also imp lements strategy by d efining o bjectives, action p lans, results and connecting
incentives with BSC ( Speckbach, etl.2003)

More than fifty percent of the organizations use type I BSC, 29% with a type 111 BSC and 21%
witha type II BSC. Only the companies that use type I1I BSC are in position to fully benefit of
the BSC as a performance management system that bridges the gap between strategic plans and
real activities (Speckbach, etl.2003).

3.3 The balanced score card in the public organization

Although the balanced scorecard (BSC) was originally d eveloped for the private sector, it has
also become more widely used in public s ectors. The public o rganizations ar e interested in
performance m easurement for imp roving p erformance a nd increasing acco untability ( Barry
2000; Berman and Wang 2000).

There for; t he major d eparture of pu blic o rganization BSC from pr ivate o ne ist he p ublic
organization’s BSC focus in three high-level perspectives that are costs of rendering services for
public, value/benefit of the service, and support of legitimizing authorities (Niven, 2002)

Unlike the private sector, where financial measures are used for profitability in the public sector
the focus is of initiating the p rograms a nd making best use o fresources. None t he less, t he
assignment o f shaping t he measures, t argets and co llecting t he r elevant information for non-
financial measures is difficult task (Niven 2005; Davig et al. 2004).

According to Kaplan (2001) the balanced scorecard has enabled public owned organizations to

link their vision, mission and strategy statements to day-to-day operational actions. It is also shift
their focus from programs and initiatives to the outcomes of the programs and initiatives. It is yet
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align initiatives, departments, and individuals to work so as to reinforce each other that dramatic
performance improvements can be achieved.

Thus a chievement f or publ ic organizations s hould be measured by how e ffectively a nd
efficiently they meet the needs ofthe public. Concrete objectives must be defined for customers
and c ommunity. F inancial considerations canplay a facilitating o r ¢ onstraining r ole, but will
hardly ever be the primary objective (Kaplan and Norton, 1996)

3.4 The balanced score card and strategic management

The balanced scorecard is an instrument for strategy implementation. I't improves performance
by converting an organization's mission and strategy into specific objectives and comprehensive
performance measures (Kaplan and Norton, 1996)

Today, p ublic and private o wned o rganizations are w orking in complex environments. Hence;
the BSC help these organization to clarify and translate their vision and strategy, communicating
their strategy, aligning work unit and individual goals to strategy, linking strategic objectives to
long term t argets a nd b udgets, and un dertaking periodic p erformance evaluation (Kaplan and
Norton, 2001)

Thus the balanced s corecard is not simply an operational measurement s ystem; it is rather an
integrated management s ystem c onsisting o f't hree c omponents t hat a re s trategic management
system, communication tool, and measurement system (Kaplan and Norton, 2001)

3.5 Basic principles of BSC

Readiness Assessment

The s enior management b ody o f't he p ublic o rganizations ist he c hampion o ft he balanced
scorecard. B esides; middle a nd lower level p ublic o rganization leadership h ave to f ully
committed in the involvement, conceptual understanding, communication, and serving as process
owners. Without this commitment, the result is failure. Prior to BSC can be implemented, the
organization’s mission, vision, and strategic plan must be well-defined. (Niven, 2003)

Engaging/Involving Leadership

The commitment of leadership is the most critical factor for the success and failure of BSC. The
heads of pu blic o rganization, more t han a ny o ther individual, hasto be the sponsorso ft he
balanced scorecard. BSC building and implementation is a gradual process. Therefore, the public
organization l eadership views BSC as a |l ong-term process and be ready to commit to change
over a longer period of 3 to 5 years time (Niven, 2002).
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Education of Internal & External Stakeholders

The B SC ¢ oncept a nd t heory hast o communicate forall level o f leadership. All levelo f
leadership members need to understand BSC concept and prepared to educate internal s taff &
customers. The cr itical factor for s uccess is co mmunicating B SCto allt o ach ieve specific
performance measures and achieving organization-wide support and commitment (Niven, 2002).

The balanced scorecard's strategic objectives and measures have to communicate with print and
electronic media. The communication serves to indicate to all staff and customers the objectives
that must be accomplished. Once the employees understand high-level objectives and measures,
they can establish local objectives that support the business unit's corporate strategy (Kaplan and
Norton, 1996).

Data: Gathering, Processing, & Benchmarking

The data collection is an important c onsideration for B SC p lanning and implementation. The
Information t echnology infrastructure s hould be c onsidered w hen implementing t he BSC. I n
addition to IT infrastructure issues, the human resource knowledge and time must be considered.
Time spent on collecting and reporting data that has no direct linkage with the achievement of
performance strategies can be minimized (Niven, 2003)

Benchmarking can be internal and e xternal. I nternal be nchmarking is related with the selection
of asetof measurements and indicators that attach to internal standards e stablished w ithout
regardt op erformance byp ublico rganizationt hatp rovides imilars ervices. I nternal
benchmarking focuses on the rate of improvement rather than reaching an external standard or
benchmark. E xternal benchmarking r elies o n s tandards a nd measurements t hat r elate to other
public organizations (Niven, 2003)

Building Long-term Sustainability

The balanced scorecard is system that used to clarify and communicate strategy, align work units
and individual goalsto the strategy, link strategic o bjectives t o long-term t argets and a nnual
budgets, identify a nd a lign s trategic initiatives, p erform p eriodic a nd systematic s trategic
reviews, and obtaining feedback to improve strategy. Hence; it is time & effort taking to build
and fully implementing (Kaplan and Norton, 1996).

Implementing a BSC is a gradual process. Head of the public organization in particular, should

be tolerant. The process is time taking, re quires overall changes w ithin an organization at all
levels (Niven, 2003)
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3.6 Step-by-step process of BSC in public organization

A: - The organizational assessment is the first step which is dealing with checking whether the
organization is ready for building and implementation o fthe BSC. The major tasks in this level
are conducting SWOT a nalysis, identifying organization pa ins, a nd e nablers from S WOT
analysis (Asian Development Bank, 2007)

The first steps of assessments has passed through three steps, these are; launching BSC Program
that is dealing w ith crafting t eam c harter that d efines roles & r esponsibilities, s chedule a nd
resourcing and training. The s econd s tep i s ¢ onducting o rganization a ssessment. T his is
basically deals, id entifying customers and stakeholders, organization internal & e xternal p ains
and enabler. The last step is managing change that is basically deals with conducting readiness
assessment, organization change management strategy and plan and communications s trategy
and plan (The Balanced Scorecard Institute, 2007)

B: - The second step design of BSC is developing strategic plan which considers organization’s
mission, vision. The mission answers why does the organization exist? The vision gives answer
for where is the organization going and what should it looks like in 5-10 years? To achieve the
visiona nd m ission, strategic themes i ndicates t he organization’s m ost i mportant areas f or
strategic focus? (Asian Development Bank, 2007)

In this step perspectives are selected from a lternative, cu stomer/stakeholder n eeds and v alue
proposition are d evelop, s trategic t hemes a nd critical s uccess are i dentified (The B alanced
Scorecard Institute, 2007)

C:-The third step of B SC is i dentifying h igh-level o bjectives for each B SC perspective. It is

noted that strategy is a hypothesis of the best way for the organization to achieve its vision and
mission. The strategy is long and short term that requires selection among alternative ways o f
doing things, focusing on a few things (The Balanced Scorecard Institute, 2007)

D. The fourth step is reviewing strategy map to e nsure t he reliability of't he cau se-and-effect
relationships across objectives in multiple perspectives. The cause-and-effect relationship along
with performance drivers enables an organization's BSC to be linked to its strategy (Kaplan and
Norton, 1996)

Strategy maps provide a visual representation of an enterprise’s critical objectives and the crucial
relationships a mong t hem t hat dr ive o rganizational p erformance ( Asian D evelopment B ank,
2007). There for the process of designing a strategy map should stimulate senior management to
enter i nto a cau se-and-effect an alysis by us ing a ppropriate lagging ( outcome) measures in
conjunction with the leading measures that drive performance on the outcome measures (Kaplan
and Norton, 1996)
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Therefore; s trategy maps for the p ublic organization usually illustrate o bjectivesi nf our
perspectives t hat ar e f inancial, cu stomer, p rocess, an d learning a nd gr owth. The f inancial
perspective is balancing r evenue g rowth w ith increases in p roductivity, ef ficiency, and c osts
(Niven, 2002). The Customer perspective is balancing the value propositions. The core outcome
measures of customer perspectives are customer satisfaction, customer retention, new customer
acquisition (Asian D evelopment B ank, 2007 ; Niven, 2002) . H owever t he key cu stomer
performance drives for t he public o rganization include a s atisfied c ommunity (LGA A nnual
Reports 2000/2001, 2001/2002)

The internal P rocess is identifying t he core b usiness p rocesses that are cr itical for e ffective
delivery o f value proposition. In thei nternal-business-process p erspective, t he leadership
identifies the core internal processes that are critical for the organization success or failure. The
scorecard ap proach, h owever, w ill u sually identify entirely new p rocesses at w hicha n
organization must excel to meet customer and financial o bjectives ( Asian D evelopment B ank,
2007; Niven, 2002).

Finally le arning and g rowth p erspective is balancing t he o rganizations’ focus o n co mpetency
development, improving access to information, and improving the corporate culture in the key
areas that are important for successful strategy e xecution. O rganizational learning and growth
come fromt hree p rincipal sources: p eople, s ystems, a nd o rganizational p rocedures ( Asian
Development Bank, 2007; Niven, 2002).

Generally the four perspectives of the BSC have been common and found across a wide variety
of private and public organizations. However; the four perspectives should not be a strait jacket.
Depending o n 't he o rganization co ntext an d a work u nit's s trategy, o ne o r m ore additional
perspectives may be needed (Kaplan and Norton, 1996).

E. The fifth step is performance measurement

The fifth step is identifying one or more measures that will drive improved performance on each
objective. The performance measures are indicators of tracking performance of an organization’s
strategies and they a re means o f measuring both o rganization effectiveness a nd o perational
efficiency (The Balanced Scorecard Institute, 2007)

There for; the objectives and measures are organized and stated properly into a B SC. The well
structured b alanced s corecard co nsists of a mixture of 15t o 25 f inancial a nd n onfinancial
measures. These measures should be grouped into four perspectives. For the three perspectives
the distribution should be the same with five measures 22% each and the higher weighting is for
the internal work process8-10 measures and represents 34 % (Kaplan and Norton, 2011).
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The most common measures o fthe objectives in the four perspectives are customer m easures
which includes, cu stomer retention, acq uisition, s atisfaction, profitability; financial measures
which includes return-on-investment, profitability, revenue growth, cost reduction productivity;
learning a nd gr owth pe rspective which i ncludes employee satisfaction, retention, information
systems ca pabilities, motivation, e mpowerment; internal process whichin cludes quality,
response time, cost, (Kaplan and Norton, 1996)

In this s tep the objectives a nd measures havet o keep balance between financial an d no n-
financial indicators o f success, lagging and | eading indicators o f performance, longt ermand
short term, and finally keeping balance be tween e nablers and outcome. B esides, target has to
establish for the measures for three to five years that will transform the organizations (Kaplan
and Norton, 1996)

F. The sixth step is strategic initiatives

Int his st ep once targets for financial, c ustomer, i nternal pr ocess, a nd learning a nd gr owth
measures h ave b een established inthestep five, thena fter a ny organizations whichtryto
introduce BSC have to assess whether their current initiatives will help achieve these ambitious
targets, or whether new initiatives are required (Kaplan and Norton, 2001)

At present, many o rganizations have a numerous of initiatives under w ay. For e xample, t otal
quality management, Kaizen, and BPR . While the formulation and mobilization of initiatives to
achieve stretch performance targets is largely a creative process.

G: - The seventh step is automating t he w ork process. T he automation processes is ba sically
deals employing information communication technology to support the BSC. The automation of
work processes has many advantages. [t can help to use software to automate t he co llection,
reporting, a nd vi sualization o fpe rformance da ta, and better i nform d ecision making ( The
Balanced Scorecard Institute, 2007).

H: - The eighth step is cascading the organization BSC to different work unit in the headquarters
and branch offices. This is the stage that the corporate strategic plan is cascaded in to lower level
objectives and measures. The headquarters management is expected to work hand in hand with
branch managers to attain the corporate BSC objectives at the branch level (Asian Development
Bank, 2007)

The f unction of B SC cas cading is basically r elated w ith creating alignment a roundt he
organization’s s hared vision,t o m ake s trategy act ionablet o d epartments,an dd ownt o
individuals. Consequently individual scorecards would aligned to departments and support units
objectives that link with rewards, recognition, and incentives to results (The Balanced Scorecard
Institute, 2007)
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Therefore; it is essential for the private and public organization to establish and sustain vertical
and horizontala lignment by cas cadings trategic o bjectives verticallyt hroughout the
organizational s tructure and cross functional r equirements o f supporting w ork units c an be
identified in a horizontal alignment. Thus cascading and alignment can create synergies among
head quarter and branch offices functions (Asian Development Bank, 2007)

Linking the compensation system to the scorecard measures is also another important function of
this s tage. P rivate an d p ublic organizations a re linking their ¢ ompensation s ystem to th e
measures. F or the s corecard to create the c ultural c hange, t he compensation scheme must be

connected to achievement of scorecard objectives and outcome (Kaplan and Norton, 1996)

I: - The ninths tep is basically r elated w ith e valuation. Evaluation isa strategic learning
framework. T his s tep should be c onsideredt o bet he most i mportant as pect of't he en tire
scorecard m anagement p rocess. The maint ask o f this s tage isr eviewing p eriodically t he
organization strategy map and BSC. The evaluation is basically deals with assessing the strategic
results achieved following to the execution of BSC. Based on the assessment finding the tasks of
reviewing and updating organization strategic e lements undertake. Besides modifying strategy,
objectives, strategy m ap, performance m easures, i nitiatives ar ¢ necessary. Basedo nt he
assessment finding o rganization s tructure ch ange is a Iso undertaken if necessary. A strategic
feedback system is an integral part of evaluation framework. It is designed to test, validate, and
modify the corporate strategic plan (The Balanced Scorecard Institute, 2007)

3.7 Application of BSC in performance measurement at ESSAR Telecom Kenya Limited
empirical study findings

A case study was conducted to assess the application o f balanced score card in p erformance
measurement at ESSAR Telkom Kenya Ltd which is the subsidiary of partially privatized public
owned T elkom Kenya Ltd with data be ing c ollected by use o fpersonal interviews with t he
heads o fd epartments mainly t he t echnical, informationt echnology, cu stomer experience,
finance, human resource, sales and marketing.

The s tudyr evealed t hat the co mpany p rimarily u ses b alanced s core car d for s trategy
implementation and as a performance measurement tool. The major strengths and challenges of
BSC application in the company are stated below.

The challenges of using balanced scorecard to measure performance in the company includes the
management is too bu sy in solvinga nd implementing shortt erm goals; i nadequate top
management s upport; lack o f highly d eveloped information system to support balanced s core
card; lack of linkage o f balanced score card to employee reward; balanced score card is time
consuming to develop; lack of skills and know how in developing and implementing balanced
score card ;trapped with organizational politics (Stephen and Gabriel,2010)
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The major strength of using balanced scorecard to measure performance in the company includes
the performance m easures were c learly d efinedi n each performance ar eaa nd linkedt o
compensation to a great extent; information from employees is highly valued; measures are used
for s trategic p lanning; balanced s core car d complements t he financial measures o fp ast
performance w ith o perational measures t hat d rive future gr owth; performance andt hat t he
benefits w ill o utweigh t he co sts i f balanced s corecard w as i mplemented fully (Stephen a nd
Gabriel,2010).

Generally for sustaining the BSC all nine steps stated above are critical& mandatory in building
and implementation o f BSC. B esides, for s ustainability o ft he B SCt he p ublic a nd p rivate
organizations maintain co mmitted an d e ngaged leadership, cr eate ar esults-oriented ¢ ulture,
enhance individual accountability for results through objective ownership, align the organization,
systems and employee performance around strategy through a rewards and recognition program,
emphasize continual improvement basically in processes, in learning and skills development, in
understanding customer needs and satisfaction, and in ensuring employee satisfaction, e valuate
the progress and use automation to support BSC (The Balanced Scorecard Institute, 2007)
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

This part of the paper presented and analyzed the data collected to seek appropriate answer for
the basic questions raised in the statement ofthe problem. T o collect the data, ERCA’s 2003-
2007 B SC document w as consulted, interview w as co nducted w ith co ncerned o fficials o f t he
Authority, a nd q uestionnaires w ere d istributed t o ¢ ollect d ata f rom e mployee a nd tiers of
management bodies.

4.1 The assessment of the practice and challenges of BSC building and its
implementation

In this section, t he practically o btained facts are presented and interpreted. The data o btained
from ERCA’s 2003-2007 BSC documents, interviews and the sample population involved in the
study is t he framework o f't he pr actice a nd ¢ hallenges o f BSC in E RCA. The in formation
gathered from the e mployees and management b odies has two basic divisions. While the first
part asked general facts about employees and management, the next part point out the specific
response related with the title under study.

4.1.1 General bio-data of the respondents

A total o f21 0 q uestionnaires w ere d istributed fort he H Q a nd t hree br anch o ffices. Fifty
questionnaires w ere a llotted equally for each branch o ffices with the d istribution quota o f 10
questioners for 5 work processes. Similarly sixty questionnaires were allotted for head quarter
with the distribution quota of 2 que stioners for 28 directorates. Out of which, 170 (as it can be
seen fromtable 4.1) were filled and returned. This indicated that 81 % of the questionnaire is
returned and the non return rate of the questionnaire is 19%.

Table 4.1 Employees and manages distribution with place of work

Frequency Percent

\Valid Head Quarter 49 28.7

Yeka Sub city Small and]

Micro Branch Office 45 26.3

Addis Ababa East Branch 39 22.8
éﬂgims Ababa Airport 37 216
Total 170 99.4
Missing .6
171 100.0

Source: Primary data generated for the study from questionnaire
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As it canbe seenin Table 4.1, from the total distributed questionnaires in the head & branch
offices the filled & returned questionnaires represents 28.8 % is the HQ, 26.3% is Yeka Sub
City, 22.9 is the Addis Ababa Eastern Branch and the rest is from Addis Ababa Air port Customs
which represents 21.8% respectively.

This indicates that the d ata co llected for t he r esearch r epresent t he branch and head o ffices
almost equally and the finding designate the total picture of the Authority.

Inregard to age as it can be seen in the Table 4.2: 50.6% of the respondents are within the age
range of 18-30; 30% of them are between the ages of 31-41; 14% ofthem are within the age of
41-50; while the rest of them are found to be above 51 years old. The data indicates that 70% of
the total respondents are between the ranges of 25-45 years. This shows that the majority ofthe
respondents ar e at t he act ive age, w here cr itical t hinking a nd s ystematical a nalysis o ft he
situation is possible.

Table 4.2 Employees age related distribution

Frequency Percent
Valid 18-30 86 50.3
31-40 51 29.8
41-50 24 14.0
51 and above 9 5.3
Total 170 99.4
Missing  System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

Concerning the educational level of the respondents, as it can be seen in the Table 4.3 of below ;
only of 4.7% of them are diploma holders; however, 82.9% have first degree and 12.4% have
second d egree f rom h igher i nstitutes respectively. This showst hat the majorityo ft he
respondents ( 95.3%) ar e f irst d egree an d a bove holders. T hey supposedt oh ave a mple
knowledge, skill and competence of critical thinking and systematical analysis ofthe situation.
Table4.3 Employees education level & its distribution

Frequency Percent
\Valid Diploma 8 4.7
First Degree 141 82.5
Second Degree 21 12.3
Total 170 99.4
Missing  System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire
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On the other hand, with regard to the respondents’ job position and service tenure, the data in the
Table 4.4 indicates that the majorities are serving the Authority for more than three years in the
job title such as officer, team leader, director and other work positions like adviser and branch
managers. The figure indicates that the majority or (82%) serve the organization more t han 3
years and expected to take part in the building and implementing the Authority’s BSC of2003-
2007. Besides, their current job positions indicate the respondents are participate in the planning
and implementing the organization BSC.

Table 4.4 Employees work position & service tenure

Job positions Service tenure

Greater or equal | 3-5 years 6-8 years Above 9 years Total

to two years
File and rank 6 0 1 0 4 11
Officers 23 55 11 18 1 108
Team leader 1 3 14 29 0 47
Director a nd t he same | 0 0 0 4 0 4
level
Total 30 58 26 51 5 170

Primary data generated for the study from questionnaire

Generally the characteristics of the respondents indicate that the gender is almost proportional, in
active age, well educated, experienced and placed in the direct implementation and managerial
positions. T hey are expected to have in-depth knowledge and first hand information about the
practice and challenges of BSC.

4.1.2 Employees/management response related with BSC

In this particular section of the paper, the data related with the study is presented and analyzed in
averydetailed way. There for the datais co llected from interviews, d ocument an alysis a nd
questionnaires in relation to the title under study.

For t he ¢ onvenience pur pose, the p resentation a nd analysis is categorized in tot hree major
dimensions: Leadership commitment, designing or building BSC, and finally its implementation.
These critical three d imension are serving as c hecklists as to whether ornot BSC is properly
designed and implemented in ERCA.

4.1.2.1  Employees/management response related with top leadership commitment

In this sub section of the paper data were collected from the questionnaires, relevant documents
and i nterview that ar e related w ith t he t op management ¢ ommitment int he building a nd
implementation of BSC. The data are presented and discussed as follows:
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In de scribing the c ommitment o fthe top management o f'the organization heads o fthe public
organizations, more t han a ny o ther individual, aret he c hampion o f the b alanced scorecard
.Besides; middle and lower level public organization leadership have to fully committed to the
process designa nd implementation int erms o f involvement, co nceptual u nderstanding,
communication, a nd s erving as p rocess o wners b efore at tempting t o imp lement a b alanced
scorecard process (Niven, 2003, 64-65)

As it was discussed inthe literature review p art; t he top management and o ther leadership
commitment in terms o f involvement, conceptual understanding, communication, and serving
as change agent is essential for BSC building and its implementation. Therefore; the employee
and management ar e as ked to k now the l evel oft op m anagement c ommitmentthatcanbe
explained in different ways. The response is presented in the following paragraphs as follows:

* senior management commitment in their involvement of BSC building and its
implementation

Table 4.5 senior management commitment in its involvement of BSC building and its implementation

Frequency Percent
\Valid Strongly Agree 16 9.4
Agree 116 67.8
Uncertain 17 9.9
Disagree 17 9.9
Strongly Disagree 4 2.3
Total 170 99.4
Missing ~ System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

The employee and management were asked to rate the senior management members commitment
with involving themselves in the BSC building & its implementation for the last three years. As
table 4 .5 indicates; t he majorityo r (77.6%) oft he r espondent ar e ag reed t hat the s enior
management members a re ¢ ommitted in involving themselves int he BSC building &1 ts
implementation.

This fact is also supported by the BSC core team members, who were responsible for designing
ERCA’s BSC and c onducting pilot testing, d uring t he interview. A ccording to the core team
members the t op management o f ERCA designated its commitment t hroughout the courses of
BSC designing and its implementation. According to the team members the top management was
brought the concept and the project ideas of BSC to the organization. They are launching BSC
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programw ith planning and e xecuting change management s trategy, p repare and e xecute
communications strategy, monitor and evaluate its implementation, resourcing and training.

Thus there is no gap with regard to the top management commitment in involving themselves in
the whole courses of journey from inceptions to the execution of BSC in the Authority.

* senior management commitment in teaching BSC to employee and customers of BSC
theory and practice

In describing the commitment o fthe top management of conceptual understanding and teaching
BSC to employee and customers; it has to communicate to all level ofleadership. All levels of
leadership need to understand B SC concept and prepare to educate internal staff & customers
(Niven, 2002).

Inresponding t o the interview que stions o n w hether o r n ot the t op m anagement o f E RCA
commitment o f co nceptual u nderstanding o f B SC a nd ed ucating t he s taff and customers t he
interviewee are confirmed that the top leadership was a midwife of ERCA. They were brought
lots of change and modernization concepts and merged the three revenue sector organizations.
Among those change and strategic management concepts they were introduced, BSC was well
acknowledged. T hey w ere co nceptually clear an d ed ucate t he internal staffa nd cu stomers
accordingly.

Thus there is no gap with regard to the top management commitment in conceptual clarity and
educate the internal staff and customers accordingly.

* senior management commitment in communicating BSC to the internal staff and
customer

Inresponding t o the interview que stions o n w hether ornot the t op m anagement o f E RCA
commitment in teaching BSC to the internal staff and customer ; the interviewee argue that the
top m anagement w as em ployed s trategic map as educationa nd communicationt ool that
communicate the workforce, taxpayers and other stake holders about the organization’s strategy.
Besides; the top management of ERCA uses tool of communication such as news paper, in-house
publication, large meeting to teach internal staff and taxpayer’s about BSC.

Thus the data indicates there are no gaps and ERCA’s top management is teaching BSC to the
internal staff and customers.
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* senior management commitment in serving as change agent

The | ast interview que stion fort his p articular section is r elated t o whether or not thet op
management o f ERCA commitment as serving change agent; the interviewee asserted that the
top management of ERCA are the champion o f change. They are manifesting their commitment
for change by introducing lots of change initiatives . They established BSC core team comprising
internal staff and hire external consultants (Assigned by the then Ministry of Capacity Buildings)
whom they consult the whole course of BSC designing and its implementation.

Thus there is no gap in the top leadership acting as change agent and in ensuring the continuity
of BSC as tool of organization change strategic management system.

4.1.2.2 Data presentation and analysis of six steps of Building BSC.

This section is dealing with the first step of building BSC that is basically related with
assessments.

Launching b alanced s corecard p rogram, co nducting o rganization a ssessment ( Environmental
Scan) and managing change are the major tasks of the first step of building BSC.

* Conducting SWOT analysis

As it was discussed in the literature p art, conducting o rganization as sessment ( Environmental
Scan) ist he firsttask o f building B SC. Hence; ERCA’s BSC do cument o £2003 -2007 is
consulted to know whether ERCA analyze the internal weakness and strength and ofthe external
threats and opportunity in formulating strategic plan.

When S WOT analysis is c onducted; the internal strength and w eakness o fan organizationis
identified. Hence; the strength o fthe organization is identified by asking the question such as;
what do the organizations do well? What unique resources can the organization draw on? What
do others see as strengths? Similarly t he w eakness o fan organization are assessed by a sking
enquiry such as what could the organizations improve? Where do they have fewer resources than
others? What are others likely to see as weaknesses? (The Balanced Scorecard Institute, 2007).

On t he o ther hand t he e xternal o pportunities & treats of organizations are also assessed while
conducting SWOT analysis. There for good prospects, ad vantageous trends and ma ximizing
strengths into opportunities ar e basic co nsideration w hen external opportunities ar e a nalyzed.
Similarly the weaknesses of an organization are assessed by asking enquiry such as what trends
could harm the organization? What is competition doing? Looking at internal weaknesses, what
threats do these expose to? (The Balanced Scorecard Institute, 2007).

Asit is indicated inthe Table 4.6 which is e xtracted from ERCA’s BSC do cuments o 2003 -
2007; the Authority undertakes SWOT analysis by identifying the internal strength and weakness
and assessing external opportunities and treats.
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Table 4.6ERCA SWOT analysis Quadrant

SWOT Analysis

Strengths

Opportunities

Introduction of new working procedures/manual.

An autonomous federal government agency having its
own legal personality.

Decentralizing operation through branch o ffices.

A Fully functioning Automation system (SIGTAS and
ASYCUDA++ ) that minimizes cost and increases
efficiency

Establishment o f customers complaint handling system
at branch level

Simplified and predictable legal framework.

Stable political environment

Expansion o f higher education institution
Establishment of tax and customs training
institute

Sustainable economic growth of the country
Government commitment for Customs reform
and modernization

Growth o f regional integration, globalization
and expansion of trade

Weaknesses

Threats

Weak revenue collection

Absence of effective performance appraisal system
Weak research and development capacity

Failure to deliver fast and efficient customers service
Inefficiency in the utilization of the existing human
resource

Failure to effectively utilization of the existing IT
system

‘Weak culture o f voluntary compliance
Political instabilities in some neighboring
countries

Increased risks of tax evasion, fraud and
contraband

Global financial and economic crisis
Weak level of inter-governmental relation
Insufficient budget allocation from
government

Ethiopian Revenues and Customs Authority

Source: (ERCA BSC documents 2003-2007, 2003)

Thus there is no gap in this respect and ERCA was conducting strength, weakness, opportunity

and treats analysis before launching the Authority’s balanced scorecard program.

» Determining the organization’s mission, long term vision, and core values

As it was in the discussed in the literature part the first step in designing BSC is determining the
organization’s mission, long-term vision, as well as core values for the organization.

There fo r; ERCA BSC do cument of 2003 -2007 was reviewed w hether ornot the A uthority
develop clear vision, mission and core values. Hence; as it is depicted (ERCA BSC document of
2003-2007 pp 4-5) in the Authority determine its mission that define why the organization exists,
reflecting its purpose and incorporate features of the organization in few sentences.

Similarly the Authority’s vision is coined with emotionally inspiring words of future success (to
be the leading tax administration in Africa by 2020) that describes where the organization to be
in the future.
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The Authority also determines its core values that are aligned with organization vision, mission,
and co rporate culture which d escribes w hat human r esource stand fo r int he ¢ ontext o f the
organization’s vision and mission.

Thus there is no gap inthis respect and ERCA was determined its v ision, mis sion and core
values in the first step of building BSC.

 ldentifying organization pain and enablers

As it is indicated in the Table 4.7 which is extracted from ERCA’BSC documents of 2003-2007;
The Authority was identified its organizational pain and enablers .During the interview with BSC
core team to confirm whether ERCA identify organizational pain and enablers they approved
that list o fe nablers and pains were id entified fromthe r esults o ft he | Authority’s SWOT
analysis.

Thus there is no gap in this respect and the Authority was identified list o fpains and enablers
from the result of the Authority’s SWOT analysis. Identifying pains and enablers after detailed
analysis w ill help t he o rganizationt o d esign valid strategy w hich later o n cas caded int o
objectives and measures.

Table 4.7 ERCA organizational pain and enablers

PAINS ENABLERS

Ethiopian Revenues and Customs Authority

Source: (ERCA BSC documents 2003-2007, 2003)
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 ERCA identification of customer

Table 4.8 ERCA identification of customer

Frequency Percent
\Valid Strongly Agree 21 12.3
Agree 66 38.6
Uncertain 42 24.6
Disagree 33 19.3
Strongly Disagree 3 4.7
Total 170 99.4
Missing System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

Inresponding to the question o n w hether or not t he A uthority identified the customers a fter
recognizing their needs As table 4.8 indicates that (63.6%) of the respondents agree& strongly
agree that the Authority id entified its customers after understanding their needs and de mands.
However; the (24.7%) uncertain, ( 19.4%) disagree and the rest is strongly d isagree. T he data
indicates that q uite lots o fr espondents ar e e ither u ncertain o r d isagree r egarding E RCA
identification of customer and stake holders needs and demand.

Thus the finding indicates that ERCA identify its customer but the process was not participatory.
When needs of customers id entified detail discussion and customer survey have been employed
as strategy.

Participatory strategic plan development processes

Inresponding to the question o n w hether or not ERCA strategic p lan d evelopment p rocesses
were participatory; As Table 4.9 indicates the majority (53%) disagree & strongly disagree and
support the development processes were not participatory. Those they claims the process was not
participatory explain the top management and work unit in charge for strategic plan development
that 1 st he P lanning, M onitoring a nd E valuation D irectorate w ere merely engaged int he
development of strategic plan.

This fact is not supported by key informant persons that insist that the draft of strategic plan was
developed by the core team and there were continuous discussion sessions held and inputs of the

internal and external stake holders were incorporated.

Thus in the initial phase o f ERCA’s strategic plan the inputs ofthe internal and external stake
holders may be incorporated. But there is gap in the understanding that the strategic p lan is
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Table 4.9 ERCA is strategic plan development processes participatory?

Frequency Percent

\Valid Strongly Agree 16 9.4

Agree 34

Uncertain 30 19.9

Disagree 63 ;;Z

Strongly Disagree 27 15:8

Total 170 969.4
Missing  System 1 100.0
Total 171

Source: Primary data generated for the study from questionnaire

dynamic, new co ncepts hasto be incorporated inthe course o fe xecution and t he p rocesses
strategic planning and execution should be participatory.
Table 4.10 Training provided for employees about change management

Frequency Percent
\Valid Strongly Agree 7 4.1
Agree 41 24.0
Uncertain 12 7.0
Disagree 77 45.0
Strongly Disagree 32 18.7
9 1 .6
Total 170 99.4
Missing System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

Inr esponding t o the q uestion o nw hether o r not ERCA p rovides pr oper training fort he
employees and ot hers a bout organization ¢ hanges as T able 4 .10 indicates (64.1%) o f the
respondents disagree& strongly disagree. However (24%) agree and the rest are uncertain.

This fact has indicated that the majority did not agree with undertaking change related training
for the employees. Hence; key informants are agreed in such a w ay that change related training
has been given for the employee and management but since the majority o fthe employees are
new and recently joined; the Authority they may not get in-depth change related training. ERCA
provides for newly joined employees some general concept about change.

29



Thus there is gap in this respect that the Authority does not provide change management training
in depth & in continuous approach.

This section is dealing with the second step of building BSC that is basically related with
strategic planning.

Strategyis best way o fd oing business to ach ieve co rporate visiona nd mission. It re quires
selection of best way of doing business from alternatives. It requires focus on a few things, and
rejecting the rest. Strategyis divided in to long-term and short-term (The B alanced S corecard
Institute, 2007)
» ERCA'’s strategic plan and basic four perspectives (Finance, Customer, Internal
process, Learning and growth)

It is well noted in the literature review part that the basic four perspectives of the BSC that are
finance, customer, internal process, learning and growth have been common and found across a
wide range o f private and public organizations. However; they are not strait jacket. Depending
on the o rganization co ntext one or m ore ad ditional p erspectives may be u sed (Kaplana nd
Norton, 1996).

As E RCA’s B SC do cument o £2003 -2007 i s consulted to k now w hether or n ot the f our
perspectives and others ar e used; the Authority has c hosen four p erspectives such as finance,

customer, internal process, learning and growth as strait jacket.

Thus this indicates that there is no any gap in identifying the basic four perspectives. However;
additional perspectives like employee retention may be used; because according to ERCA nine
month pe rformance r eport 02006 E .C, which isr eviewed 2760, employees h as leftt he
organization. This indicates the organization is suffered from workforce lay o ff and incorporate

employee retention as perspective.
Then; it would be a ppropriate to ask from four pe rspectives w hich one is giventhe highest

weight. As it was discussed in the literature part, achievement for go vernment organizations has

to m easure by how e ffectively and e fficiently they meett he ne eds o ft he ¢ ustomers a nd
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community. Financial c onsiderations have a facilitating or co nstraining role and never are the
primary objective (Kaplan and Norton, 1996)

Table 4.11 Financial perspective

Frequency Percent
\Valid Strongly Agree 69 40.4
Agree 57 33.3
Uncertain 13 7.6
Disagree 24 14.0
Strongly Disagree 6 3.5
9 1 .6
Total 170 99.4
Missing ~ System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

In responding to the question on whether or not financial perspective is the primary objectives of
ERCA’s BSC; as Table 4.11 indicates t he majority or ( 73.7%) agreed & strongly a gree that
ERCA did not put the customer (tax payers) at the basic part of its BSC . This clearly indicated
that the basic tenet of ERCA’s BSC is financial consideration.

Thus thereisno as suchtremendous gap inidentifying the b asic four perspectives, butthe
critical problem is prioritizing four perspectives. A lthough the achievement o fthe government
organizations have to measure by how e ffectively a nd e fficiently t hey meet t he ne eds o ft he
customers and community (Customer perspective); ERCA takes financial perspective as primary

objective and customer perspective as supplementary.

» Customer needs and value proposition description

As Table 4.12 indicates below which is taken from ERCA’s BSC do cument 0£2003-2007 the
organization identifies value propositions or what customer needs in quality, timeliness and cost

effectiveness.
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ERCA aligns its organization’s service with the values and needs o f customers. Identifies how
the organization’s service will provide to the customer. Thus there is no gap in the identifying
customer needs and value proposition

Table 4.12 ERCA value propositions

Source: Secondary data generated from ERCA BSC document

» strategic themes and critical success factors are identified

Inresponding to the question on w hether or not the o rganization develop strategic theme and
identified critical success f actors, E RCA’s BSC do cument o £2003 -2007 de picted t hat six
strategic t hemes t hat ar e human r esource management and d evelopment, modern information
technology, cu stomers ed ucation a nd communication, cu stomers s ervice and s upport, | aw
enforcement, and revenue collections are identified as strategic theme.

Thus there is no problem in identifying and developing strategic theme. The strategic themes are
also attested that they aligned with the organization vision & mission.

» strategic themes links with Performance-based Budgeting

The performance b ased budgeting can make r esource al location d ecisions fruitful. U sing t his
method, budgets are based on the initiatives necessary to achieve objectives and targets. Hence,
performance based budgeting (PBB) is the valuable budgeting administration techniques which
assure organization success (Niven, 2003)
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In responding to the interview questions on whether or not the organization’s strategic themes
are | inked with performance b ased b udgeting, the i nterviewee from P lanning & M onitoring
Directorate confirmed that ERCA’s BSC is linked with P erformance B ased Budgeting (PBB).
According to them the Ministry of Finance and Economic Development (MoFED) allots Budget
for ERCA in line with six strategic themes which is indicated in the Authority’s balanced score
card documents. However; budget allocation for each w ork processes (directorates) based on
performance contract agreement is not materialized due to the postponement of national PBB
software under Integrated Finance Management System (IFMS) Project.

Thus there is no gap in linking ERCA’s 6 strategic themes with performance based budgeting the
budget allots for each work units (directorates) is not properly allocated and not supported by
automation.

This section is dealing with the third step of building BSC that is basically related with
formulating strategic objectives.

The objectives are the building blocks of strategy. The objectives are used to translate strategic
themes i nto actionable a ctivities and t asks t hat lead t o the r esult ( The Balanced S corecard
Institute, 2007)

» developing strategic objectives for theme
In responding to the question on whether or not the organization developed strategic objectives
for each theme; ERCA’s BSC document 0f2003-2007 depicted that for each strategic themes;

twenty five strategic objectives are developed under four perspectives.

Thus t here is no g ap in d eveloping s trategic objectives for eac h theme. A 11 the s trategic
objectives are cascaded from strategic theme and logically linked.

» performance indicator and objectives
In responding to the question on whether or not the organization develop performance indicator
for s trategic o bjectives ; ERCA’s BSC do cument o £2003 -2007 illustrated that one hundred

twenty two(122) performance indicators are identified for twenty five (25) strategic objectives.

Thus there is no gap in developing performance indicators for strategic objectives. The indicators
are developed for each objective on logical approaches.

This section is dealing with the forth step of building BSC that is basically related with
strategic mapping.
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The Strategic mapping is a graphical picture ofthe customer value chain. Itis atool for both
creating organization alignment (The Balanced Scorecard Institute, 2007)

» Strategic objectives tied to vision, and vision linked to strategic themes

Inr esponding t o the q uestion o n w hether o rno t the s trategic map isusedto link strategic
objectives and results to vision, and vision linked to strategic t heme as T able 4 :14 indicates
which is taken from ERCA’s BSC do cument o £ 2003 -2007; the s trategic o bjectives such a s
increasing revenue, increasing tax payers satisfaction etc. are linked with the Authority’s vision
(to become a source of85% of the national budget by 2020).Finally, the Authority’s vision is
linked with six strategic themes.

Thus there is no gap in using the strategic map to link strategic objectives and results to vision,
and vision also linked to strategic theme.

Table 4:13 ERCA Strategic map

Source: Secondary data generated from ERCA BSC document

* strategic map link strategic objectives through perspectives
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Inr esponding t o the q uestion o n w hether o rno t the s trategic map isusedto link strategic
objectives t hrough perspectives as T able 4 :13 indicates w hich is t aken from E RCA’s BSC
document of 2003-2007 the four perspectives are linked the all objectives.

Thus t here is no gap t hat t he strategic map in serving as tool of linking perspectives w ith
strategic objectives. ERCA’s strategic map has properly aligned strategic objectives through for
perspectives such as finance, customer, internal process and learning and growth.

» Link Strategic Objectives in cause-effect relationships

Asreviewed in the literature p art the organization S trategy M ap e nsures the integrity o f't he
cause-and-effect r elationships a cross o bjectives in multiple perspectives. T he c ause-and-effect
relationship along with performance drivers enables an organization's BSC to be linked with its
strategy (Kaplan and Norton, 1996).

Inr esponding t o the q uestion o n w hether o rn ot the s trategic map isusedto tie strategic
objectives in cause-and —effect relations; as Table 4:13 indicates which is taken from ERCA’s
BSC do cument 0£2003-2007, all objectives are linked with in cause-and —effect relations. For
example the objective that is ‘enhancing staff technical skill’ is cause for another objective that is
‘improve human resource effectiveness’. Its result is ‘improving human resource e ffectiveness’
that 1eads t o ‘better s ervice d elivery’. Eventually the whole casual link leads to customer
satisfaction and increase revenue collection.

Thus there is no gap and all objectives are linked with in cause-and —effect relations. This does
mean that there is logical link between the objectives

» |Is ERCA’s strategic map serving as tool of education and communication?

As the literature review indicates that strategic map is an education and communication tool that
communicates and educates the work force, customers and stake holders about the organization’s
strategy (The Balanced Scorecard Institute, 2007). In responding to the question on w hether or
not ERCA’s S trategic M ap w as u sed a s t ool o f ed ucation a nd co mmunication t he s taff a nd
customers about the Authority strategy; As Table 4.14 indicates the majority or (55.9%) ofthe
respondents d isagree with t he p remise that E RCA u se s trategic map for co mmunicating a nd
educating the Authority’s strategy. On the other hand (35.3%) ofthe respondents were agreed
that ERCA uses strategic map for education and communication and the rest are uncertain.

However the key informants argued that the Authority was posting its strategic map in the HQ

and branch o ffices notice boards with the purpose of communicating and educating the internal
and external stake holders.
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Thus the d ata indicates that thereis gapin thes trategic m ap servinga s educating a nd
communicating t he internal s taff a nd e xternal cu stomers a bout the o rganization s trategy.
Strategic map has to be used as tool of communication and education. Positing strategic map on
the notice board to be noticed and internalized by internal staff and external customers can be a
means for ed ucation a nd co mmunication. Itis not an end by itself. Therefore; s trategic m ap
should be usedt o properly communicate t he o rganization o bjectives, t heir ¢ ause-and-effect
relations, alignment of vision and objectives, etc.

Table 4.14 ERCA’s strategic map as tool of education and communication

Frequency Percent
\Valid Strongly Agree 18 10.5
Agree 42 24.6
Uncertain 15 8.8
Disagree 84 49.1
Strongly Disagree 11 6.4
Total 170 99.4
Missing ~ System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

This section is dealing with the fifth step of building BSC that is basically related with
performance measure.

As s tated int he literature r eview p erformance measures are indicators us ed for tracking
performance of an organization’s strategy, means for measuring both organization e ffectiveness
and o perational ef ficiency and v isual indicators o fr elative s uccess ( The Balanced S corecard
Institute, 2007)

» performance measures aligned work unit behind common goal

Inr esponding t o the q uestion o n whether o rno t performance measures a ligned work u nit and
performers behind common goal; as Table 4.15 indicates the majority or (43.3%) agree that ERCA
BSC’s performance measures are serving to align work units and p erformers behind common
goal. H owever, ( 26.5%) ar e u ncertain, ( 21.8%) ar e d isagreeing and t he r est ar e s trongly
disagreeing.

Thus there is co mmon u nderstanding t hat p erformance measures a ligned w ork u nits an d

performers b ehind c ommon goals b ut quite I ot of r espondents are e ither m isunderstood or
uncertain w hether t he o rganization p erformance measure ar e a ligned with the w ork unit and
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performer b ehind common goal or not. Hence; the A uthority should review the work unit or
individual score cards to check their alignment with respective objectives and goal.

Table 4.15 ERCA BSC’s performance measures aligned work unit behind common goal

Frequency Percent
\Valid Strongly Agree 9 5.3
Agree 65 38.0
Uncertain 45 26.3
Disagree 37 21.6
Strongly Disagree 14 8.2
Total 170 99.4
Missing  System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

* BSC’s performance measures mix and weighting

The balanced scorecards need to be a mixture of 15 to 25 financial and nonfinancial measures,
grouped into four perspectives with the same distribution o f four measures 22% each and the
higher weighting for the internal work process which has 8-10 measures and represent 34 % of
the measures (Kaplan and Norton, 2011)

Inresponding to the question on whether or not ERCA’s BSC performance measures are w ith
appropriate and logical mix and weighting; as reviewed ERCA’s BSC document of 2003-2007,
the corporate level score card has 54 financial and non financial me asures. The internal work
process has 34 measures and represents 63%. However; the financial measure is 12.5%, learning
and growth measure is18.5%, and customer measure is 22% respectively.

Thus t here is pr oblem in t he mixture, d istribution a nd w eighting o f pe rformance measures.
Improper performance measure mix and weighting has adverse effect in the total achievability of
BSC system

» The performance measures capability of measuring the objectives

In responding t o the question on w hether or not the performance measures capability of
measuring the objectives during reviewing the randomly selected w ork uni ts& in dividual
score cards at head and branch offices the following problems are witnessed; the performance
measures of ERCA’s corporate level objectives are almost copied word- by- word throughout the
work units/ individuals scorecards . Some objectives like human resource development, increase
customer satisfaction, effective and efficient revenue collection at work unit level scorecards do
not ha ve performance measures, some of the performance measures ar e a mbiguous, some
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performance measures are stated in percentage instead of number, some measures are stated in
number instead o f percentage, very few and or lots o f measures are used for some objectives,
quite lots of measures are used for learning and growth, 40% of the performance evaluation of
individuals linked with integrity r elated p ersonal ¢ haracters an d do not ha ve performance
measure. T his may lead to nepotism and favoritism. The formulas usedto measure integrity
related personal characters are vague and subjective.

Thus there is gap in designing performance measures that will be used to compute objectives.
Proper revision & consultation is necessary to make performance measures capable to measure
objectives.

» BSC’s performance measures keep balance between lagging and leading indicators
of performance, long term and short term,

As stated in the literature review a good balanced scorecard is an appropriate mix of outcomes
(lagging indicators) a nd pe rformance d rivers ( leading indicators) of't he w ork unit’s strategy
(Kaplan and Norton, 1996).

In responding to the question on whether or not the performance measures keep balance between
lagging and leading indicators, short term and long term ; ERCA’s BSC document of 2003-2007
illustrate that most of the indicators are leading (performance drives) measures that performance
drives o r 1 eading i ndicators are outweigh in number t han t he ou tcome measure or lagging
indicators.

Thus t he p erformance measures are not k eeping the b alance b etween leading ( performance
drives) and lagging (outcome measures) and proper revision and consultation is recommended.

* performance measures and Internal/external  (domestic/international)
benchmarking

Toc onfirm thee nquiry onw hethero r not the coret eam ofBS C undertakes
(domestic/international) benchmarking tos et performance measures; the interviewee
disclose that BSC study team undertakes internal bench m arking from federal go vernmental
ministries and benchmarking from abroad basically from Her Majesty Revenue Services (Great
Britain), Ke nya Revenue A uthority, T anzania Revenue A uthority, U ganda Revenue A uthority,
South Africa Revenue Service.

Thus t here is no gap inthe internal a nd e xternal benchmarking in organizing ERCA’s BSC
documents. The Authority u ndertakes bo th internal a nd e xternal benchmarkingt o g et be st
practice and adopt the lesson learnt for the Authority BCS building & its implementation.

This section is dealing with the six step of building BSC that is basically related strategic
initiatives.
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As itisdiscussed inthe literature review p art the strategic initiatives ar e specific p rograms,
activities, projects, or actions that the organization will undertake to meet p erformance targets
(Niven, 2003)

» Strategic Initiatives are linked to vision, mission, objectives and Perspectives

Inr esponding t o the q uestion o n w hether o rn ot the s trategic initiatives ar e linked t o the
objectives and perspectives; ERCA’s BSC document of 2003-2007 is reviewed and the total of
15 (9 new and 6 old initiatives) are identified and liked with perspectives, vision, mission and 25
objectives.

Thus there is no gap in identifying and linking initiatives with objectives and perspectives. The
initiatives are identified and properly linked with vision, mission and objectives.

» Strategic Initiatives are widely recognized as solving significant organization
problems or capturing significant benefits

To confirm whether or not the initiatives are capable of solving the Authority problem interview
was made with Project Development and Appraisal Team coordinator of ERCA and he ratify that
the initiatives are identified with proper consultation and they are in due implementation and he
is confident that they are solving the organization problems.

Thus there is no gap in the initiatives capability of solving the organization problems. Proper
consultation is critical for successful implementation of the initiatives.

» Prioritized and ranked by selection criteria

ERCA’s BSC document of 2003-2007 is reviewed to test whether or not selection criteria are set
to prioritize initiatives. Hence; ERCA uses selection criteria such as linkage to strategic theme,
quantity & quality of measuring g oals, s ignificance t o the o utcome w ere used to select and
prioritize the initiatives.

Thus there is no gap in prioritizing a nd selecting initiatives. The s elections o f initiatives ar e
conducted by using widely applicable slandered criteria stated above.

» Schedule, deliverables, resource commitments, and ownership defined

ERCA’s BSC document of 2003-2007 reviewed and interview was conducted to test whether or
not time tables, deliverables, resource commitments and ownership are defined.

There for the initiatives’ implementation t ime t able, d eliverables, budget and o wnership ar e
defined. But due to resource c onstraints, s ome initiatives w hich have co nsiderable impact on
success of strategy objectives cannot be materialized. The initiatives are ISO certification, Tax
potential and other relevant studies.
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Thus there is some gap in materializing initiatives due to financial and non financial constraints.
There for the issue of budget should be taken as one of selection criteria.

This section is dealing with the seven step of BSC implementation (system roll out)that is
basically related with automation.

Asitis discussed briefly in the literature part; automation is requirement for system roll out
(BSC imp lementation). Automating data co llection and reporting for the scorecard requires an
assessment o fthe d ata t hat needs t o be co llected, performance information thatneedstobe
communicated, and the information technology options that will be used to process the data and
transform it into information.

* Automation support system roll out

The IT Directorate officers of ERCA were asked to check whether or not automation supports
the o rganization B SC. T hat m eans using software to au tomate t he co llection, r eporting a nd
visualization o f performance data. It is confirmed; ho wever, the organization does not use soft
ware which supports the data collection and reporting performance data.

Thus t here is g ap in supporting t he E RCA’s BSC w ith a utomationt o ¢ ollect and r eport
performance data. The organization does not support its BSC with automation and BSC related
software is not used in the collection, reporting and visualization of performance data.

This section is dealing with the eighth step of implementing BSC that is basically related
with cascading.

The BSC cascading basically deals with the function of translating high-level corporate strategy
into aligned lower-level objectives and measures. It creates alignment around the organization’s
shared vision that make strategy actionable to work units and down to individuals. Cascading can
also link departmental scorecards to corporate vision and strategy.

The individual scorecard should be aligned to departments and support units o bjectives to tie
with rewards, recognition, and incentives to results (The Balanced Scorecard Institute, 2007)

» Translating high-level strategy into aligned lower-level objectives and measures

ERCA’s BSC document 0f2003-2007 is reviewed to test whether or not the organization high
level strategy ist ranslated int ol ower level o bjectivesa nd measures. T here for,t he
organization’s s ix high level strategic t hemes and t heir s ubsequent r esults ar e ¢ ascaded a nd
aligned to 25 strategic objectives and 54 financial and non financial measures.
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Thus there is no problem in cascading the high level strategy in to lower level objectives and
measures. High level strategies are properly cascaded to the lower level strategic objectives and
measures.

» Creating alignment around the organization’s shared vision, to make strategy
actionable to departments, and down to individuals

ERCA’s BSC do cument o0 £2003 -2007 is reviewed to investigate w hether or not alignment is
created around the organization s hared vision. Hence; the A uthority’s five high level strategic
themes and their subsequent results are aligned to the organization shared vision.

Thus t here is no pr oblem o fa lignment w ith highl evels trategy and shared v ision. The
organization’s five high level s trategic themes and their subsequent results are aligned to the
organization shared vision.

» Developing department & individuals scorecards, aligned to corporate score card
and strategy

ERCA’s BSC do cument of 2003 -2007, randomly selected directorates at head quarter (Ethics,
Revenue Account A dministration, C ustom B ranch’s followupa nds upport, B oarder
Administration an Contraband Protection ), branch o ffices’ work processes ( Customer service,
tax collection , custom procedure ) and individuals score cards were reviewed to test whether the
directorates and individuals score cards are aligned to corporate score card and strategies.

Hence, the following problems are observed.

0 Work units at the head quarter and branch o ffices do not properly tailored the high level
strategy and objectives taking in to consideration their practical circumstances and their
role and function,

0 Some ofthe work units at head quarter and branch o ffices’ objectives and measures are
totally delinked from corporate level score card,

0 Some work units at head quarter and branch offices cascade objectives that are not related
with their mandate,

0 Some individual score cards are almost identical (Even if there are difference concerning
jobtitle and description, the cascaded score objectives are similar across the work units
and teams)

O Inthe Authority performance appraisal system is totally deviating from BSC concept and
practice. The 40% is related with personal characters and integrity and 60% is related to
individual score card evaluation.

0 Under ERCA umbrella there are four sectors which lead by four deputy directors with a
state minister portfolio. Under each sector there are at least 6 directorates. However; four
of them do not have their own separate scorecard.
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Thus there is gap in developing department & individuals scorecards, aligned to corporate score
card and strategy. To state the major problems; corporate level strategies and objectives are not
contextually ad opted, lower le vel objectives an d m easures ar e delinked from c orporate level
score card objectives and measures, parallel scorecard is prepared for all performers, personal
characters and ethics/ integrity related measurement criteria has 40% value in the total individual
performance evaluation are worth mentioning.

* Work units and individuals Score card aligned with recognition and incentives.

To validate the enquiry on whether or not the work units and individuals score cards aligned
withr ecognitiona nd incentives; the interviewee from HR Directorates unveil that the
Authority is semi autonomous and have independent personnel a dministration different from
other c ivil service o rganization. It h as d ifferent salary scale and o ther b enefit p ackage. But
incentive compensation scheme of individuals and work units is not attached to achievement of
scorecard objectives and outcome in the Authority.

Thus there is problem ofaligning work units and individuals score card with recognition and
incentives scheme. The incentive co mpensation scheme o f individuals and w ork units isn ot
linked with the achievement of scorecard objectives and outcome.

This section is dealing with the ninth step of implementing BSC that is basically related
with evaluation.

Evaluation is the process of reviewing the organization progress toward its strategic goals. It is
also assessing the balanced scorecard strategic p lanning and management system to determine
where efficiency and effectiveness can be improved.

The e valuation p rocesses incorporate t he p erformance ap praisal o ft eam and individual. T he
result o fe valuation isu sed to modifyt he organization planninga ssumptions, s trategy,
objectives, p erformance measures and t argets, strategic initiatives, and budget (The Balanced
Scorecard Institute, 2007)

» Evaluation is used to determine where efficiency and effectiveness can be
improved.

Inresponding t o the interview q uestions o n whether o r n ot ERCA u ndertake ev aluation t o
determine where efficiency and effectiveness can be improved; the key informant from Planning
and M onitoring D irectorates a ffirmed that E RCA organize across work units the one-to- five
arrangement for evaluation individual score card on daily basis. Beside; work units score cards
are evaluating on weekly basis. Above all at the corporate level; br anch offices score card is
evaluated on quarterly bases. The basic objectives o f evaluationatall levels are to maximize
efficiency and effectiveness.
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* The performance appraisal of team and individual based on tangible data

Inr esponding t o the q uestion o n w hether o r n ot the performance appraisal of team and
individual is based on concrete data; questionnaires were distributed for the target
population and as Table 4.16 indicates the majority or (63.5%); disagree and strongly disagree
that ERCA does not use actual p erformance data in the process o fp erformance measurement.
However (22.9%) agree, (9.4%) uncertain and the rest are strongly agree.

Table 4.16 performance appraisal and concrete data

Frequency Percent
\Valid Strongly Agree 6 3.5
Agree 39 22.8
Uncertain 16 9.4
Disagree 81 47.4
Strongly Disagree 27 15.8
9 1 .6
Total 170 99.4
Missing ~ System 1 .6
Total 171 100.0

Source: Primary data generated for the study from questionnaire

The key informant persons from Change and Modernization Directorates supported this fact and
commented that there ar e s ome head/branch o ffice‘s work p rocesses t hat t heir p erformance
evaluation is based on relevant and genuine manually recorded performance data. There are also
some work uni ts which r epresent t he majority found at h ead/branch o ffices that th ey are
evaluating performances without reliable performance data. There for; the past three half a year
individual e valuation reports ar e not be accepted byt he Authorityd uet oh yper inflated
performance evaluation.

Table 4.17 ERCA’s Individuals BSC Performance Evaluation Report (2006 E.C First half)

Name of Number of Average Great Very Great
No Branch evaluated Poor performance Performance Performance
Office employee Performance (Between (Between 85 (Greater than Remark
(Below 60%) 6land 84%) and 94%) 95%)
1 Dira Dawa 246 N/G 12 182 52
2 Moyale 92 N/G 12 80 N/G
3 Kombolcha 102 N/G 19 83 N/G
4 AA West 217 N/G N/G 214 3
5 Hawassa 178 1 21 156 N/G
Total 835 1 64 715 55

Source: Secondary data generated from ERCA performance appraisal report
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Beside, the researcher reviewed the Authority’s BSC Individuals Performance E valuation Report
(2006 E .C First half) to investigate w hether or not the in dividual e valuation is conducted w ith
valid p erformance d ata. As randomly s elected branch o ffices” 2006 first h alf performance
evaluation report (Table 4 .17) indicates the m ajority o r 8 5.6% s cores great p erformance
(between 85 and 94%) and there is almost no poor performer which scores below 60%.

As literatures o f performance evaluation point out the performance evaluation of any or ganizations
have to fit with normal distribution curve (NDC).According to normal distribution curve 80% performers
fall under average performance while 10% from the total is above average and 10% b elow average
respectively(Armstrong, 2006)

Thus there is gap in the Authority individual performance evaluation processes. This is because
the individual performance evaluation is undertaken without accurately captured and organized
performance data. Since t he ev aluation is co nducted w ithout f'actual d ata the endr esult is
misleading and inappropriate to use for reward or corrective action.

» uses evaluation to make organization change(Restructuring)

In responding to the interview questions on whether or not ERCA undertake evaluation to make
organization change (Restructuring); it is confirmed that ERCA undertake structure changes
as per the result of the evaluation. Hence; the Authority has done organization structure change
three time from 2003-2007, taking the necessary input from performance evaluations feedback.

Thus t he A uthority uses t he co rporate ev aluation r eport & its feedback for t he p urpose of
restructuring.
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CHAPTER FIVE

5 Summary of finding, conclusion and recommendation

This study w as co nducted w ith t he p urpose o f'a ssessing t he p ractice and c hallenges o f BSC
design and implementation: the case of Ethiopia Revenue and Customs Authority. A descriptive
survey method o f't he r esearch w as u sed t o ¢ onduct t he s urvey. D ata w as co llected u sing
document analysis, questionnaires, and interview. For the literature review, a number o f books
have been used. T he d ata co llected w as o rganized, an alyzed a nd d iscussed. A ccordingly, t he
following conclusion and recommendations are drawn from the major finding of the research.

5.1Summary of findings

In Ethiopia, quite lots of public sector organizations have been employing BSC as change and
strategic management system in the framework of Public Sector Capacity Building Initiatives.
However; t hose organizations t hat ex ercise BSC as change and s trategic management s ystem
have faced challenges with the design & its implementation. There for, ERCA is found among
those public organizations which apply BSC and obtained encouraging result and so is a faced
challenge. In this chapter, the summery of findings are presented in chronological order. On all
questions, the responses related to top management commitment is presented first, then after the
six steps of building BSC and finally the analyzed data related with three steps of implementing
BSC (Systemroll out) is presented respectively.

The top management commitment was evaluated from the parameters of involvement, conceptual
understanding, communication, and serving as change agent which are critical for BSC building
and its imp lementation. There for the top leadership of ERCA was involved in the introducing
the concept & theory BSC to the Authority, launching the program with drafting and executing
change management s trategy an d p lan, organizing and e xecuting communications strategy,
resourcing and training ,monitoring and evaluating its implementation.

The six steps o f building are very critical phase of the BSC system efficiency & effectiveness.
The major tasks are organization as sessment; determining the organization mission, long term
vision a nd s trategic p lan; identifying hi gh 1evel o bjectives for all B SC o bjectives; r eviewing
strategic map; develop performance measure; and lastly identifying strategic initiatives. There
for t he major summery o f findings ar e presented in the outline of's trength & w eakness a nd
presented as follows:

The major s trengths of ERCA in the building o f't he c orporate B SC are: the organization has
properly analyzed the internal weakness and strength and ofthe external threats and opportunity
in formulating strategic plan. The corporate vision, mission and core values are well defined. The
organization pains a nd e nablers are identified after d etailed analysis. Strategic themes are
identified and developed which are also demonstrated that they are aligned with the organization
vision & mission. The customer needs and value proposition is well identified and defined. The
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strategic objectives are develops for each theme. All the strategic objectives are cascaded from
strategic theme and logically linked. The performance indicators are developed for each strategic
objective on logical approaches.

The others most important strengths of't he o rganization B SC building p hases e ncompass the
origination uses the strategic map to link strategic objectives and results to vision, and vision also
linked to strategic theme. The strategic map is serving as tool of linking all perspectives with
strategic objectives. The strategic map has properly aligned strategic objectives throughout four
perspectives such as finance, customer, internal process and learning and growth. All objectives
are linked with in cause-and —effect relations. The initiatives are properly identifying and linking
with o bjectives a nd p erspectives. T he initiatives ar e identified, prioritizing with w idely
applicable standard criteria and properly linked with vision, mission and objectives.

The major weaknesses o f ERCA in the building o fthe corporate BSC are: internal staffand
external cu stomers ar e not properly p articipating in the strategic p lan d evelopment p rocesses.
The o rganization u se only four common perspectives as s trict j acket; e ven though, thereis
demand for additional perspective like employee retention that may check serious workforce lay
off problem. The strategic map is not properly serving as tool of educating and communicating
the internal staffa nd e xternal ¢ ustomers a bout t he o rganization s trategy. The p erformance
measures mixture, distribution and weighting are not logical. T hey are not keeping the balance
between leading ( performance d rives) a nd lagging ( outcome measures) a nd that may br ing
adverse effect in the total achievability of BSC system.

The other major weakness is related with budget. There is no gap in linking ERCA’s 6 strategic
themes w ith p erformance based bu dgeting however; the p roblem is adequate budget isn ot
designated for some critical initiatives that can bring organization changes. Even, budgets are not
prorated at operation work units (directorates) level.

On the other hand the three steps are directly related to BSC implementation or system roll out.
The three critical phases includes: automation, cascading and evaluation.

The major strengths of BSC implementation or system roll out in ERCA are: high level strategies
are properly cascaded to the lower level strategic objectives and measures. The organization’s six
high level strategic themes and their subsequent results are aligned to the organization s hared
vision. T he Authorityu ses evaluation w itht he o bjective o f maximizing e fficiency and
effectiveness. T he evaluation report & feedback are used for restructuring a nd o ther ¢ hange
initiatives.

The major w eaknesses int he E RCA’s systemr ollo ut or B SC implementation are: the
organization” BSC is not s upported with a utomationa nd B SC software is notused inthe
collection, reporting and visualization of performance data.

Lower level work units & individual scorecards are not properly aligned to corporate level score
card and strategy. To state the major problems; corporate level strategies and objectives are not
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contextually ad opted, lower le vel objectives an d m easures ar e delinked from c orporate le vel
score card objectives and measures, parallel scorecards are prepared for all performers, personal
characters and et hics/ integrity r elated measurement cr iteria have had 40% value in the t otal
individual performance evaluation.

The organization’s work units and individuals score card are not linked with recognition and
incentives scheme. T he incentive compensation scheme of individuals and work units are not
linked with the achievement o f scorecard o bjectives and outcome. The individual performance
evaluation is undertaken without appropriately captured and organized performance data. As the
evaluation is co nducted w ithout the support of a ccurate data; the outcome is misleading a nd
inappropriate to use for reward or corrective action.

Generally there are quite a s ignificant strength and sizeable weakness throughout the nine steps
of BSC building and implementation or system rolls out.

5.2Conclusion

Both private and public organizations are managing their performance. O ver the past a n umber
of'years, several methodologies have been developed in various sectors to assess and manage
performance. E ach o ft hese improvement p rograms has h ad confirmed s uccess s tories &
supporter. However; many o fthese improvement programs have yielded disappointing results.
Duet o many criticisms o f't raditional p erformance measurement s ystem, t here h ave b een
significant innovations in this area.

One o fthe 20™ century innovations in the field o f performance management is balanced s core
card. [tis an integrated management s ystem co nsisting o f t hree co mponents namely, strategic
management system, communication tool, and measurement system (Niven, 2002). Although the
balanced scorecard (BSC) was originally developed for the private sector, it has become more
extensively used in both the private and public sectors.

In E thiopia, lots o fpublic s ector organizations have embarked onto use BSC as change and
strategic management system in the framework of Public Sector Capacity B uilding I nitiatives.
However; t he o rganizations t hat e mploy BSC as ¢ hange a nd s trategic management s ystem
stumble u pon d ifficulties w ith itst op management c ommitment, d esign and imp lementation.
Thus I have selected ERCA to undertake research in it BSC design and implementation.

Hence; I have found t hat the presence o f balanced s corecard has influenced t he o rganization
strategy plan imp lementation at ERCA’s head quarter and branch o perations. The ERCA’BSC
has got considerable strength and scalable limitation. The most important strength o fERCA’s
BSC is the top management commitment from inception throughout its design and systemr oll
out (implementation).

Besides; the Authority is analyzing the internal weakness and strength and ofthe external threats
and opportunity in formulating strategic plan. This is key steps for defining the corporate vision;
mission and core values appropriately. T he organization’s pains, enablers, customer needs and
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value proposition are identified after detailed SWOT analysis. The six strategic themes namely:
human r esource management a nd de velopment, modern information t echnology, t ax p ayers’
education, customer service and support, tax law enforcement, revenue collection are identified
and d eveloped w hich are also attested that they are aligned w ith t he o rganization vision &
mission. The strategic objectives are well cascaded for each theme and lo gically linked. Besides,
the performance indicators are well developed for each strategic objective on logical manner.

The other notable strengths of the Authority’s BSC designing phases which are encompasses: the
strategic map is used to link strategic o bjectives and results to vision and vision also link to
strategic theme. The strategic map has properly aligned with strategic objectives throughout four
perspectives such as finance, customer, internal process and learning and growth. All objectives
are linked with in cause-and —effect relations and serving as tool o f linking perspectives w ith
strategic objectives.

The other s trengths incorporated that the strategic initiatives a re properly id entified and
prioritized with widely applicable standard criteria. They are properly linked with vision, mission
and objectives.

Similarly ERCA has got considerable strength of BSC inits implementation or systemroll out.
There for, high level strategies are properly cascaded to the lower level strategic objectives and
measures. S ix high level strategic t hemes a nd t heir consequent outcome are a ligned to t he
organization corporate vision. Besides; the Authority uses performance evaluation with the basic
tenets of maximizing e fficiency and effectiveness andit s feedback have b een also used for
restructuring and other change initiatives.

Regarding t o the E RCA’ BS C w eakness w hich is divided into two parts and presented as
follows. The major weaknesses o f ERCA in the building o fthe corporate BSC are dearth o f
participation. BSCr equires p articipatory s trategic p lanning and development p rocesses.
However; the top management of ERCA and t he w ork unit w hich w ere r esponsible for SPM
development (Planning and Monitoring Directorate) were merely prepare strategic plan. Besides,
internal staffa nd e xternal cu stomers w ere not p roperly p articipating int he strategic p lan
development processes.

In the phases of objectives setting, the Authority used only four common perspectives as strict
jacket; even though, there is still high demand for additional perspective like employee retention
that m ay ¢ heck serious w orkforce layo ffp roblem. The performance m easures m ixture,
distribution a nd w eighting are not logical. T hey are not k eeping the balance between leading
(performance drives) and lagging (outcome measures) and this may cause ad verse e ffect in the
practicability of BSC system.

It is well noted that the objectives and measures should be organized and stated properly into a
BSC. There is yet gap in the performance measures. The balanced scorecards need to be more
than a mixture o f financial a nd nonfinancial measures, gr ouped into pe rspectives. H owever;
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some o ft he A uthority’s p erformance measures are not cap able t o measure t he o rganizations
objectives. F ew o ft he notable p roblems are: T he measures are al most identical/ r edundant
throughout the organization, some of the measures are ambiguous, and some measures are stated
in percentage instead of numbers, and some cases the reverse, very few measures or in s ome
cases lots of measures are used for each objective, the formula for measurement is not clear and
practical.

Strategy map provides a visual representation of an organization’s critical objectives. It indicates
the crucial relationships among objectives that drive organizational performance .It also uses as
tool for c ommunicating a nd e ducation. H owever; E RCA designed s trategic map t o i ndicate
objectives and its cause and effect relationship. However, the staffs are not familiar with strategic
map. Thisi sb ecause the A uthority doesn otu ses trategic map for s trategic o bjectives’
communication and education purposes.

The b alanced s corecard en ables an o rganization to integrate its strategic p lan with its a nnual
budgeting process. However; adequate budget is not designated for some critical initiatives that
can bring o rganization ¢ hanges. E ven, budgets ar e not p rorated at operation work uni ts
(directorates) level.

Similarly ERCA’s BSC has got considerable shortfall in its implementation or system roll out.
This does mean that there is problem in employing soft ware for data collection, reporting, and
visualization o fp erformance. T here for; the performance d ata ar e n ot transferred into the
relevant information and use for p erformance measurement. On the top ofthat due to lack of
appropriate recording of performance related data the performance evaluation of individuals and
teams ar ¢ fake and hi ghly e xaggerated. Besides Forty p ercent ( 40%) oft he e valuation o f
performance is based on subjective criteria such as integrity, personal behavior and the likes; and
this open room for nepotism and favoritism.

Another important concluding remarks regarding system roll out is due to cascading predicament
the o rganization faced c hallenges in translating high-level s trategy into a ligned lower-level
objectives and measures. Some w ork u nits a nd br anch o ffices’ scorecards, ar e not aligned t o
corporate vision and strategy. Besides, the individual scorecards are not aligned to operation and
support un its’ o bjectives. This p oses problemin alignment a round t he organization’s s hared
vision, to make strategy actionable from the work units down to individuals.

Finally the scorecard is believed that incentive compensation must be connected to achievement

of's corecard objectives. Ho wever ERCA’s sc ore card o bjectives d o n ot link with r ewards,
recognition, and incentives. This poses problem in creating a results-oriented culture,
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5.3Recommendation

It is well noted t hat the g overnment o f E thiopia has e mbarked on institutional d evelopment
efforts acr oss layers o f government; and the p lanned expansion o fthe scope o f p ublic s ector
capacity building initiatives (PSCAP)

Improving the go vernance o f human r esource management t hrough, the implementation o fthe
results-oriented a ppraisal s ystem is one o fthe co mponents o f Civil Service Reform P rogram
which is sub program under P SCAP. C onsequently as o f May 2003 balanced s corecard card
performance management system as tool o f change and strategic management framework has
been implemented in many public sector organization throughout the country.

However; m any pu blic organizationsi n Ethiopiah aveb eenf aced challengesi n the
implementation of BSC. Because of'the fact that lots of the public organizations ( Civil service
and public corporation) once they have implemented a balanced scorecard system, they do not
have mechanisms to evaluate whether they are achieving the results they desire or not. Once the
scorecard is built and implemented, ensuring its fitness and effectiveness is the critical issues.

Thus the study is undertaken with general objectives of assessing the practice and the challenges
of balanced scorecard in the case o f Ethiopia Revenue and Customs Authority and put forward
the recommendation as follows.

1. The overall most important finding o fthe thesis and that the critical challenge of balanced
scorecard in ERCA’s is BSC implementation or systemrolls. I't is well acknowledged that
the B SC implementation p hase is the final mosaico ra nl ntegrated Planning a nd
Management S corecard S ystem p hase. H ence, t he t op m anagement o f ERCA hast o
demonstrate its commitment for full-fledged BSC rollout through proper cascading of score
card objectives and measures. The higher or corporate level score card and strategy should
be aligned with lower level work units & individual s corecards o bjectives and measures.
Besides, individuals and team performances should be linked with rewards, recognition, and
incentives. Above all the organization’ BSC has to be supported with automationand BSC
software is purchased or developed and used for collection, reporting and visualization o f
performance data.

2. The other critical factor for the success and failure of BSC in ERCA is the task of educating
and communicating the concept of BSC to lower/middle tier of management and other staff.
As theresearch finding attributed above the majority o fthe ERCA’s staffdoesnot have
adequate k nowledge a bout B SC. Therefore w ell s tructured, s ystematic a nd continuous
training has to provide for employees and management bodies. Besides, the top management
has t o c ommunicate t he s tatus an d p rogress o ft he o rganization’ B SC t hrough d ifferent
communication channels.
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3. ERCA hast op ayd ue at tention for organizational as sessment t hat is d ealing w ith
examination w hether the organization isr eady for b uilding t he B SC. The s ignificant
challenges in the building of the BSC is directly associated with organizational assessment
phases. The critical challenges as indicated in the conclusion which includes participatory
strategic p lan de velopment pr ocess, B SC linkage w ith pe rformance based budgeting,
problems o ft oo many strategic o bjectives, and o ther b arriers r elated with strategic map,
perspectives, performance measures, the leading and lagging indicators stem from the poor
organization assessment.

There for; the ERCA have to set up qualified BSC review team which will be supported by
professional external consultant t hat conduct assessment, review, and manage c hange to
defy the challenges related with BSC buildings techniques.

6 The p ublic o rganizations BSC u nderpinned by costs ofr endering s ervices for t he b road
public. There for; the financial perspective should not be a p rime objective for ERCA. The
organization achievements have to be measured by how effectively and efficiently it meets
the needs of its customer or tax payers. Concrete objectives and measures must be defined
for customer and tax payers. Financial considerations can play a facilitating or constraining
role, but will hardly ever be the primary objective of ERCA.

7 The alignment o fE RCA toward the s trategy must u Itimately be motivated th rough the
incentive and reward systems. However; ERCA cannot link BSC with compensation system.
For the scorecard to create the cultural change and to achieve strategic objectives, incentive
compensation must be connected to attainment of scorecard objectives and outcome.

8 Sustainingt he s corecard s ystemis critical f or ERCA su ccess. Its hould bew ell
acknowledged that BSC is not a “one-shot” process; rather creating a performance, results-
oriented cu lture is long p rocess. The ERCA’s leaderships e ngaged inp lanning a nd
implementing BSC should be viewed it asa long-term process and be prepared to commit
to change over a longer period.

Hence; by maintaining committed an d en gaged m anagement b ody a nd e mployees from
head to branch offices , and interactive communications; leading transformation from the
top by entrenching commitment, using BSC as the s trategic p lanning a nd management
framework; aligning the organization, systems and employee performance around strategy
through a rewards and r ecognition scheme; linking budget formulation and pe rformance
results ;supporting BSC with automation ; emphasizing continual improvement in the work
processes, employee learning and skills development, and in understanding customer needs
and satisfaction, a nd in ensuring e mployee s atisfaction, et c. the A uthority ERCA can
sustain the BSC system.
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Suggestions for further research

The ca se study focused o nt he ap plication o f balanced s core car d at E thiopia R evenue a nd
Customs Authority and it is r ecommended t hat a s imilar study be replicated in o ther p ublic
organization in the revenue sector where this tool has been adopted. Further research should also
be done involving all the employees and managers of ERCA.
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Annexes
I. General Information

1 | Sex: Male O Female OO

2 | Age: 18-30 O 31400 41-50 O 51 and above O

3 | Education Level | Diplomald | First Degreed Second Degree Third Degreed

O

4 | Work positions: | File and Officer O Team leader OO Director and
rank O others O

5 | Work experience | < Two years | 3-5 years O 6-8 years O above 9 years O
O

I1. Please choose one of the alternatives provided in the right side for
the following statements (6-8)

No Variables Strongly | Agree | Uncertain | Disagree | Strongly
Agree disagree
6 The ER CA’ss enior
Management | management w ell d efined t he
and organization v ision, m ission
Leadership | and corporate values

The s enior managementi s
fully committed in the process
of the Authority BSC building
and implementing

Thes enior  management
understand the concept of BSC
and ed ucate t he internal staff
and external stakeholders

The s enior management h as
the q uality o ft olerance a nd
understand B SC
implementation takes time and
requires ¢ hange w ithint he
organization as at all level

Thes enior  management
introduces B SCo nly for
compensation (salary, overtime
payment, top up, etc.) purpose

Thes eniorm anagement
empower Y our D irectorate or
work p rocess to d evise new
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ways ofdoing their day-to-day
businesses

The Senior management style
emphasis ¢ ommunication,
participation, e mployee
empowerment and innovation

Thes enior  management
facilitatet = op-downa  nd
bottom-up communication.

The s enior management f orm
BSCt eamc omprisingo f
changea genta ndh ire
consultantst ob wuildt he
Authority BSC

ERCAu ses management
meetingt o work t ogether in
teamst o1 dentify p roblems,
assess changes in the operation
and strategic environments

Building
BSC
(Assessment

)

ERCA a nalyzet he internal
weakness a nd s trength and o f
thee xternalt hreatsa nd
opportunities i nf ormulating
strategic plan

ERCA de velop ¢ lear vision,
missiona ndc oreva luest o
provide di rection fort he
organization

ERCA identify o rganization
pains, ande nablers from
SWOT analysis

ERCA id entify it s customers,
and stakeh olders,a fter
understanding t heir needs a nd
demands

ERCAs trategicp lan is
developed by all ofus, not just
leaders a nd/ort he P lanning,
monitoring a nd E  valuation
Directorate.

ERCA pr ovide t raining a bout
change w ith co mmunication
media

7.2

Strategy
planning

ERCA formulated s trategic
plan  basedo n inde pth
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analysis o ft he internala nd
external environments

The o rganizations trategic
focus ar eas ar ¢ well d efined
and understood.

Your D irectorateo rw ork
processu  sesc  ustomer,
financial, internal p rocess,
learning a nd gr owth
perspectivest oas suret he
balance int he o rganization
strategies and measures

Your D irectorate orw ork
process p ut cu stomer
satisfactiona sa ce ntral
position instead o fr evenue
collection

The financial perspective is the
primary objective of Your
Directorate or work process
Score Card

Your D irectorate orw ork
process i dentify va lue
proposition f or key c ustomer
ands takeholder’s  service
attributes ( quality, t imeliness,
cost ef fectiveness, et c.) i mage
and relationship components

Your D irectorate orw ork
processi dentifys trategic
theme w hichr epresentt he
major focus area

Your D irectorate orw ork
processi dentify  strategic
resultsth atr atifyth e
successful e xecutiono ft he
strategic theme

ERCA identify ¢ ompetitive
critical success factors

Your D irectorate orw ork
process strategict heme a nd
goals a re linkedw ith
Performance-based Budgeting
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7.3

Strategic
objectives

Your D irectorate orw ork
processd evelopss trategic
objective for each theme

Your D irectorate orw ork
process s trategic o bjective ar e
placed in the themes

Your D irectorate orw ork
process performance indicators
are related to the objectives of
organization

Your D irectorate orw ork
process o bjectivesar et 00
many

Your D irectorate orw ork
processh asw ell-written
objective s tatements w hich
provides p recise c larification
of the meaning

Your D irectorate orw ork
process objectives describe the
links in the chain o fcause and
effect ev ident i nt he s trategy
map

7.4

Strategic
mapping

ERCA uses strategic map as a
toolo fe ducationa nd
communication a bout
organization strategy

ERCA use strategic map to
link the strategic objectives
with its cause-and-effect
relations and demonstrate how
value is created through four
perspectives

ERCA u se strategic mapa s
tool for creation organizational
alignment ( each br anch, w ork
unit, 1 ndividuals 1 ink their
strategic o bjectivest o the
strategic map )

ERCA use strategic map to
balance set of objectives,
representing each of
perspectives

ERCA use strategic map to
eliminates ambiguity and
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clarify responsibility.

7.5

Performanc
e measure

Your D irectorate orw ork
process p erformance
measurement linkst ot he
organizations visions t hrough
the o bjectives o n t he s trategic
map that

Translatet  he Authority
strategy in to operational terms

Your D irectorate orw ork
process, p erformance
measurement are aligned other
Directorates, an d w ork u nits
performance measurement

Your D irectorate orw ork
process undertake i nternal o r
external benchmarkingt os et
measurements and indicators

Your D irectorate orw ork
process p erformance measures
includes1 eading,1 agging,
quantitative and qua litative
measures in balanced ways

Your D irectorate orw ork
process performance measures
in each perspective are capable
enought he measure t he
objectives

Your D irectorate orw ork
process p erformance
measurement 1is accu rate a nd
consistent

Your D irectorate orw ork
process P erformance
measurement system d oes not
impose int od atac ollection
burdens

7.6

Strategic
Initiatives

ERCA and Your Directorate or
work process identify potential
strategic initiatives , developed
selection criteria , analyze and
selected strategic initiatives
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The initiativesar et iedt o
strategicv ~ ision,m  ission,
objectivesa ndp erspectives
explicitly d efined interms o f
owners, s chedules, act ion,
steps, p rogress, an d ex pected
results and fits with one ofthe
strategic themes

ERCA s trategic in itiatives are
wide r eaching(entire
organization)a nds olvea
significant organization pain

8.1

Implementing
BSC (System
roll out)

Automation

Your D irectorate orw ork
processu sesso ftwaret o
automate t he co llectiona nd
reporting the quantitative data

Your D irectorate orw ork
process transferd atai nt o
relevant information an d u se
for performance measurement

8.2

Cascading

Your D irectorate orw ork
process translates h igh-level
strategy int oa ligned lower
level objectives and measures

Your D irectorate orw ork
process score card is aligned to
ERCA’s v ision, m ission and
strategy

You develop individual
scorecard, aligned to
directorates or work process

Individual and team score
cards aligned with recognition
and incentives

8.3

Evaluation

Your Directorate or work
process periodically reviews
the directorates or work
process progress towards its
strategic goals

Your Directorate or work
process review of the BSC
strategic planning and
management system to
determine where efficiency
and effectiveness can be
improved
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Your Directorate or work
process uses evaluation to
review organization planning,
assumption, strategy,
objectives, performance
measures, strategic initiatives
and budget

Your Directorate or work
process use evaluation to put
proposal for organizational
change (restructuring) as
needed

9. Would you like to give more information about any of you responses? Please include the
number of the statement you are discussing.

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo




10. Would you please explain the practical challenge you encountered in the building of
your specific work unit BSC and or implementation your personal score card accordingly?
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