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Abstract

The literature highlights the need to develop and utilise a balanced,
dynamic, and multi-perspective performance measurement system
(PMS) for managing organisations. The system should report
the key performance indicators (KPIs) to support decision-making
processes. Although the useful approaches for the development of
this system are described in the literature, they are not sufficiently
applied to public organisations. Hence, this paper aims to identify
and apply a useful approach for PMS design in a local government
according to national legislation. A qualitative case study method
is adopted in this research. It is recognised as the most effective
method for obtaining an in-depth understanding of complex
environments. To define the steps for developing a PMS,
the context and regulation of an Italian municipality are
investigated in this research. The result highlights the steps of PMS
development suggested by national legislation. It illustrates a local
government context, highlighting the considerable complexity of
the organisational perspective and numerous controls to carry out
to be compliant with the legislation background. The contribution
of this study is twofold. First, the study contributes to
the performance measurement literature through the approach
definition of PMS development in local governments. Second, it
contributes to practice by providing a useful case study of PMS
development of local governments according to a national
legislation background. The research describes a useful approach
for designing a PMS in a complex and bureaucratic environment.
Moreover, it highlights the main steps to develop a performance
measurement system in a local government.
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1. INTRODUCTION

A performance measurement system (PMS) is
regarded in the literature as a useful tool for
monitoring business strategy and supporting
the decision-making process (Bourne et al., 2018;
Sardi et al., 2022; Smith & Bititci, 2017). It underlines
the key role of a balanced, dynamic, and multi-
perspective PMS to represent organisational
performance (Barbato & Turri, 2017; Bianchi et al.,
2017; Bourne et al., 2018; Garengo & Sardi, 2021;
Sardi & Sorano, 2019; Taticchi et al., 2015). PMS can
be implemented in private and public organisations
(Bititci et al., 2012; Cepiku et al., 2017; Garengo &
Sardi, 2021). However, public organisations
(i.e., local governments, public healthcare facilities,
transport companies, and schools) have
a challenging context for the design,
implementation, and adoption of a PMS (Agostino &
Arnaboldi, 2018; Arnaboldi & Azzone, 2010; Bjork
etal.,, 2014; Fryer et al., 2009; Giacomelli et al.,
2019). Public organisations should include
numerous performance measures in their PMS to
represent different stakeholders such as citizens,
companies, not-for-profit organisations, and other
institutions (Kaplan, 1999).

To control business strategy implementation
through PMS, each public organisation should
identify its critical success factors (CSFs), including
skills, activities, and behaviours, which are useful for
achieving the mission and strategic objectives of the
organisation (Kaplan & Norton, 1992). Each
organisation should therefore define a PMS that is
suitable for capturing the complexity and
transforming the  strategic objectives into
performance indicators that can effectively
represent organisational performance. Numerous
case studies on this matter are presented in
the literature. However, national governments define
the multiple CSFs of public organisations through
legislation (DiMascio & Natalini, 2013; Sardi et al,,
2020), for instance, the transparency of
administrative acts. These CFSs strongly impact
the strategies of public organisations. Although
scholars recognise the key role of regulations in
the development of a public organisation’s strategy
and consequently PMS design (Garengo & Sardi,
2021), the scientific literature rarely investigates this
aspect of PMS development, especially in local
governments (Sardi et al., 2020). To fill this research
gap, the paper aims to identify the steps of PMS
design in a local government imposed by national
regulations. The paper addresses the following
research question:

RQ1: According to national legislation, what are
the main steps of performance measurement system
development in local government?

The paper is organised into several sections.
Section 2 highlights the literature relating to
performance measurement to identify a useful
performance measurement approach for a local
government according to national regulations.
Section 3 describes the method adopted in this
research. Section 4 explains the results obtained
from the case study. Section 5 bridges the literature
background and research findings. Finally, Section 6
reports the contributions, implications, limitations,
and future opportunities related to PMS
development.

VIRTUS

2. LITERATURE REVIEW

Since the 1980s, public reforms have required
the performance improvement of public
organisations, particularly the enhancement of the
efficiency and/or effectiveness of their actions
(Hood, 1989, 1991). To obtain these results, public
reforms suggest the adoption of management tools
(Commonwealth Association for Public
Administration and Management [CAPAM], 1995);
one of these management tools is the performance
measurement system (Modell, 2001, 2005). PMS is
a strategic system that helps the decision-making
process  through  performance measurement
activities such as collecting, analysing, and reporting
key performance information (Garengo & Sardi,
2021; Smith & Bititci, 2017).

Performance measurement approaches that
connect planning and strategy execution are
underscored in the literature; these approaches
relate to organisational governance needs that are
shifting from simple profit maximisation to
the satisfaction of stakeholder interests (Arnaboldi &
Azzone, 2010; Kaplan, 1999; Sardi et al.,, 2020).
Although numerous scholars have proposed
innovative performance measurement approaches
that are suitable for public organisations (Agostino
& Arnaboldi, 2018; Moullin, 2017; Sardi et al., 2020,
2022), the balanced scorecard is still the most
commonly adopted model, as recently underlined by
Garengo and Sardi (2021). This model is a balanced
and multi-perspective performance measurement
model; it is characterised by a holistic vision through
a limited number of critical success factors and key
performance indicators (KPIs) that help with
strategic control (Kaplan & Norton, 1992).
In the balanced scorecard, organisational strategy is
translated into a set of measurable objectives,
thereby allowing the verification of the achievement
of strategic goals at any time (Kaplan & Norton, 2005).

Organisational strategy is one of the balanced
scorecard milestones; it pertains to a set of
decisions aimed at defining the position of the
organisation in a specific context to favour long-
term sustainability. The object of the strategy of
public organisations is citizen satisfaction in
strategic areas of services (Kaplan, 1999; Mintzberg,
1994). The success of an organisational strategy
depends on the ability to formulate actions, which
requires a logical path that can connect CSFs and
KPIs through a strategic map. It describes this path
through 20/30 KPIs (Marr, 2012). Therefore, other
milestones are the strategic map, CSFs, and KPIs.
The strategic map provides a visual representation
of an organisation’s critical objectives through four
perspectives: finance, customer, internal process,
and learning and growth (Kaplan & Norton, 1992).
Critical success factors represent key drivers for
achieving strategic goals (Kaplan & Norton, 1992);
they considerably differ between the public and
private sectors (Syed et al., 2018). Public
organisations focus their strategy on a community’s
needs, for instance, the needs of a region or
a country. By contrast, private organisations direct
their strategy towards the needs of an individual or
a group. The mission and vision of public
organisations are based on public interest elements,

societal objectives, and outcomes that can be
difficult to quantify; on the contrary, the mission
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and vision of private organisations are founded on
the maximisation of shareholder return on
investment, profitability, and stakeholder value
(Tregear & Jenkins, 2007). Public organisations then
identify public CSFs and consequently adopt KPIs in
line with their mission and vision. A KPI or metric or
measure is the qualitative or quantitative assessment
of the efficiency and/or the effectiveness of a key
action for strategy implementation (Bititci, 2015).

The literature shows the failure of a PMS that is
exclusively based on economic or financial KPIs; it
also underlines the key role of non-financial
measures in supporting the definition of social
results obtained by organisational activities
(Benington & Moore, 2010; Jarrar & Schiuma, 2007).
In this context, the balanced scorecard is the most
effective performance measurement model for this
purpose. However, to apply this model to public
organisations, the literature suggests some changes
according to the features of public organisations
(Inamdar & Kaplan, 2002; Kaplan, 1999; Kaplan &
Norton, 2001; Northcott & Ma’amora Taulapapa,
2012). The main feature of public organisations is
their mission orientation, that is, the satisfaction of
user needs (Osborne, 2010). Due to this feature,

the economic and financial perspective is not
the primary goal of public organisations, even
though it provides the resources needed to achieve
their mission (Niven, 2008). The typical target of this
perspective is a balanced budget, which is
recognised as a constraint on the mission of a public
organisation (Kaplan, 1999).

As Kaplan and Norton (2001) suggest,
the balanced scorecard can be used in the public
sector by editing the scorecard via the insertion of
customers at the top of the hierarchy (Kaplan, 2006;
Kaplan & Norton, 2001; Niven, 2008; Northcott &
Ma’amora Taulapapa, 2012).

According to Kaplan (1999), public
organisations should identify an overall goal that is
related to their mission. To include this
consideration, Kaplan (1999) proposed a public
balanced scorecard that represents a new approach
based on the relevance of the customer perspective,
which is extended to all citizens (see Figure 1). This
perspective plays a vital role in public organisations
as it determines the achievement of their mission;
for instance, it can be measured by the citizens’
satisfaction.

Figure 1. Balanced scorecard for the public sector: Theoretical model

==

Mission (customer) perspective

How do we have a social impact
with our citizens/constituents?

*

Support perspective

Y
o=

How do we attract resources and
authorization for our mission?

D

Capacity

Internal (operational capacity)

To have a social impact and to attract
resources and support, at which processes
must we excel?

o

Learning & growth capacity

How do we align our intangible
assets to improve critical processes?

i

Financial capacity

\EN

How should we manage and allocate our
resources for maximum social impact?

Source: Kaplan (2006)

According to the public balanced scorecard,
PMS design is governed by the following
perspectives:

e mission perspective;

e support perspective;

e capacity perspective:

- financial capacity;
- learning and growth capacity;
- operational capacity.

Finally, this section highlights the most
commonly used performance measurement model,
that is, the public balanced scorecard (Garengo &
Sardi, 2021). Although the legislation constitutes a
key constraint, imposed by public authorities, in
strategic development and consequently in PMS
design, scholars underscore the need to identify
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the steps of PMS design in a local government
according to national regulations (Sardi et al., 2021).

3. RESEARCH METHODOLOGY

The case study method was adopted in this research.
It is recognised as the most effective approach for
obtaining an in-depth understanding of complex
environments, as highlighted by numerous
researchers (Fosso Wamba et al., 2015; Garengo &
Biazzo, 2013; Yin, 2017). It has been used in many
disciplines (e.g., social sciences, economics,
management, engineering, education and law) and
adopted by many studies (Gomes et al., 2010;
Jaaskeldinen & Laihonen, 2013; Nudurupati et al.,
2021; Rizzi et al., 2021). The focus of this method is
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on the exploration of complex phenomena within
real-life settings; the context is integral to
the research and the researcher does not exclude or
control for those factors. The method characteristics
include multiple sources of evidence, in-depth
investigation and context-based study (Yin, 2017).
It involves more than one unit of analysis and
consequently favours theory development
(Eisenhardt, 1989). A case study is considered
arelevant research approach when answering
research questions such as ‘how’ and ‘why’ things
are done (Yin, 2017). This method is strongly
suggested for studies where theories are at their
formative stage (Eisenhardt, 1989).

The Italian context was investigated in this
research; the context and regulation of the Italian
municipality were specifically examined in an in-
depth manner to define the steps for developing a
PMS. The data were collected from three sources of
evidence: 1) documents, 2) semi-structured interviews,
and 3) observations. These three sources of evidence
enabled the authors to gather documents,
information, and reports to identify the context of
an Italian municipality and the steps of PMS
development according to Italian legislation.
The authors gathered the data from January 2022 to
June 2022. As recommended by Yin (2017),
the information was gathered from the following
sources:

1. Documents: 15 documents, of which:

e 11 reports with performance measurement
information about 6 control typologies:
administrative & accounting control;
management control;
strategic control;
financial balance control;
control of external management bodies and
unlisted investee companies;
service quality control (perceived quality &
delivered quality).

e 4 covered regulations as amended or added
(see Table 1):

- Legislative Decree 267/2000: Unique text of
the laws on the regulation of local bodies;

- Legislative Decree 150/2009: Provisions for
the optimisation of public labour
productivity, efficiency, and transparency;

- Law 118/2011: Provisions for the
harmonisation of accounting systems and
budget formats of the regions and local
authorities;

- Law 190/2012: Provisions for the
prevention and repression of corruption
and illegality in public administration.

2. Interviews: 12 semi-structured interviews with
public managers. The interviews lasted about 1 hour.
The authors interviewed the following public
manager:

e No.

e No.

e No.

e No.

1 Mayor;
1 Administrative director;
1 Chief financial officer;
2 Legal manager;

¢ No. 3 Management control managers;

e No. 4 Administrative managers.

3. Observations: 10 full job days subdivided into

different public functions.

The authors collected the materials on digital
and paper supports. The data were entered in
predefined forms to facilitate the summarisation
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and comparison. They subsequently examined
the data through a within-case analysis (Yin, 2017);
this analysis allowed the authors to obtain a full
understanding of a single case. Furthermore, the
focus of this analysis is on the emergence of
the unique attributes and patterns of a case before
the researcher attempts to locate general patterns
and themes that exist across all cases (Mills et al.,
2010). A within-case analysis is also beneficial for:

e understanding a local administration context
and the factors affecting the main PMS development
in a local government, such as organisational
context, internal control, and regulations;

o defining the steps of PMS design.

4. RESULTS

4.1. Major changes in the internal control system
and legislation

Municipalities, provinces, metropolitan cities,
regions, and the state constitute the Italian Republic.
Municipalities, provinces, metropolitan cities, and
regions are autonomous bodies with their statutes,
powers, and functions according to the principles
established by the Constitution (Article 114 of
the Constitution of Italy). Municipalities, provinces,
metropolitan cities, regions, and the state favour the
autonomous initiative of citizens, individuals, and
associates, to conduct activities of general interest,
based on the principle of subsidiarity (Article 118 of
the Constitution of Italy).

A municipality is a local government;
municipalities have administrative functions
according to their respective competencies. In the
Constitution of Italy, municipalities are recognised
as autonomous entities, with their statutes, powers,
and functions that can be exercised in compliance
with the key principles derived from the
constitution. The municipality is the local authority
that represents its community, oversees its interests,
and promotes its development.

The internal control of local authorities is
based on six controls (Court of Auditors, 2019):

1. Administrative accounting control involves
the verification of the legality, regularity, and
correctness of administrative action through
administrative and accounting controls.

2. Management control entails the verification
of the effectiveness, efficiency, and cost-
effectiveness of the administrative action to
optimise the relationship between objectives and
actions undertaken and between resources and
results.

3. Strategic control involves the evaluation of
the choices made during the implementation of
plans and programs for determining the political
direction in terms of consistency between the results
achieved and the objectives.

4. Financial balance control requires the
checking of the financial balance of accrual, residual,
and cash management to achieve public finance
objectives.

5. The control of external management bodies
and unlisted participated companies involves
the verification of the consolidated financial
statements, and the effectiveness, efficiency, and
economy of external management bodies and
unlisted participated companies.
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6. Services quality control requires the
verification of the quality of services provided, both
directly and via external management bodies, by
ensuring the satisfaction of the external and internal
users of the body.

A national reform was implemented in 2012 to
strengthen internal controls (Law Decree 174,/2012);
its focus is largely on the internal control of
financial balances, as well as the effectiveness,
efficiency, cost-effectiveness, and quality of services.
Management control and strategic control have been
integrated with control over financial balances and
with investee organisations. This reform introduces
the quality control of the services provided, both
directly and through external management bodies,
via methodologies aimed at measuring customer

satisfaction. This reform develops a complex
network of internal controls, which verifies
the administrative  structure of the entity,

the achievement of management objectives, and
the actions implemented. The new internal control
structure also provides for sanctions on directors.

Management control evaluates the public
entity, with particular attention to the policies,
programs, projects, and services offered by
the entity. It uses indicators to monitor the
effectiveness (achievement of  management
objectives), efficiency (ratio between resources used
and quantity of activities/services performed), cost-
effectiveness, and quantity/quality of services
compared to the expected standards. The main
outcome of management control is the application
of corrective measures in case of wrong decisions of
the entity.

Strategic control is a fundamental choice of
planning and management of the Council and
the Executive. The political bodies indicate

the objectives of the planning activity, whereas
internal control bodies periodically check
the progress of the programming. The reports made
by the strategic control body to the political bodies
ensure that they draft important resolutions on
the implementation of programs.

Strategic control entails the evaluation of
projects in view of the results obtained, extending
the examination to various sectors. Furthermore, it
requires the assessment of the results concerning
the predetermined objectives by analysing
the performances of administrators, the resources
employed, implementation times, operational
procedures activated, and user satisfaction.
The negative results of the control call into question
the choices made and highlight the necessity to
remedy them.

Among the KPIs that institutions most
commonly use are the indicators of effectiveness
(approximately 68%), efficiency (approximately 59%),
cost-effectiveness (roughly 49%), results
(approximately 45%), context (approximately 34%),
and innovation and development (about 29%) (Court
of Auditors, 2019). These indicators allow the
comparison between objectives and results and
between expected times and achievements.
On the contrary, the least commonly used KPIs are
the ones related to financial statements, and
indicators such as financial and equity indicators are
the least commonly used indicators. Strategic
control not only indicates support for politics but
also signifies an administrative activity. It is related
to quality control and user satisfaction.

Strategic control requires the ability to plan
and program performance. Given the
aforementioned reasons, strategic control should be
integrated with management control.

Table 1. Within-case study of an Italian municipality

Dimension Description
A municipality is a local government. It represents its community, oversees its interests, and promotes its
s development. It has administrative functions concerning its population and territory. A municipality
Municipality . ) : o : . -
profile provides personal and community services, and it is tasked with environmental management and economic

development. Furthermore, it performs administrative functions for the services of state competence, for
example, electoral services or those of civil status and registry office.

e administrative & accounting control;

The internal controls of local authorities are organised as follows:

e management control;
Internal control e strategic control;
¢ financial balance control;
e control of external management bodies and unlisted investee companies;
e service quality control (perceived & delivered quality).
e Legislative Decree 267/2000: Unique text of the laws on the regulation of local bodies;
e Legislative Decree 150/2009: Provisions for the optimisation of public labour productivity, efficiency,
and transparency;
Main legislations* e Law 118/2011: Provisions for the harmonisation of accounting systems and budget formats of the

regions and local authorities;

administration.

e Law 190/2012: Provisions for the prevention and repression of corruption and illegality in public

Note: * as amended or added.
4.2. Stages of development of the PMS

The legislation reported in Table 1 determines
the steps for establishing a new administration and
consequently also indicates the steps for developing
public strategy and a PMS, thereby allowing strategic
control (see Figure 2).

Step 1. The first step for a municipality is
the drafting of programmatic lines relating to
the actions and projects to be implemented during
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the political mandate (within a term of 90 days of
political establishment).

Step 2. After drafting the programmatic lines,
the administration of a municipality should prepare
the planning document. A planning document is
atool for defining the strategic and operational
activities of local authorities in compliance with
the financial statements. The document comprises
two sections: 1) the strategic section, which includes
multi-year planning (equal to the administrative
mandate), and 2)the operational section, which
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covers annual planning (equal to the budget).
Furthermore, the strategic section defines
the organisational strategic objectives according to
the internal and external needs identified through
specific analyses. By contrast, the operational
section defines the following key planning
documents for the local authority:

¢ the program of public works and the program
of purchases of goods and services, including annual
updates;

e the plan for the disposal and enhancement of
the available real estate assets;

e the program of the assignments; and

e the plans for the rationalisation
requalification of expenditure.

and

Figure 2. Steps of PMS development within the case study: Practical model

Leg. Decree 267/2000 — Programmatic lines Step 1
Law 118/2011 — Planning document Step 2
Leg. Decree 150/2009 — Performance plan

Law 190/2012 — Plan for corruption and Step 4
transparency

Law 118/2011 — Budget Step 3

Step 3. The correct approval of the budget is
essential because the accrual and cash forecasts of
the budget are resolved based on the strategic and
operational guidelines of the planning document.
Every year on November 15, the municipal council
presents the update of the planning document and
the draft resolution of the budget.

The budget and balance sheet regulate
the economic and financial activities of a municipal
administration and determine the income and
expenses of a municipality over a year. They cover
the planning of municipal public interventions and
reporting of income and expenses, thereby allowing
the definition of the resources necessary for a public
body.

The budget (authorises income and expenses)
and the balance sheet (reports on income and
expenses) are based on two systems: accrual
accounting and cash management. Accrual
accounting is concerned with the revenue collected
and the expenses incurred during the year, even
though the collection and payment are made at
different times. The focus of cash management is on
the income and expenses that the municipality has
collected and paid during the year. The amounts
relating to the accruals and cash items are both
reported in the budget and the final balance sheet.

The budget is a programmatic document
through which the municipal body authorises
the expenses that the departments may incur in
the subsequent year. These expenses are related to
the income that the municipality expects to have to
provide fair financial coverage of the expenses.
The main CSFs are the balance between the total
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Programmatic lines

Definition organisational strategy

*

Planning document

Define strategic objectives according to citizens’ need

&

Capacity

Prevention plan for
corruption & transparency

Performance plan

Identify the risk for
corruption and .define
improvement actions in
terms of legality and
fransparency

Define organisations and
employees’ goalsin terms of
competencies, efficiency,
productivity and quality

A

Budget
Define revenue and expenses according to two criteria:
Balance of revenue-expenses
Coverage of current expenses with current revenue

revenue and the total expenditure entered into
the budget, and the cover of current expenses with
current revenues. The budget must be approved by
the city council on December 31 of the vyear
preceding the one to which it refers.

The balance sheet reports to citizens the usage
of municipal resources during the year and the types
of revenues that were collected. It includes three
parts: the income and expenditure committed,
the income and expenses collected and paid, and
the management of residuals. The final balance
comprises two main results, namely cash and
administration results.

Another  document is  the executive
management plan. It is prepared by the general
secretary and by the managers of the local authority
within 20 days of the approval of the financial
statements. The executive management plan
identifies the management objectives and entrusts
the resources to the service managers. The executive
management plan is a key tool for linking
the political and management functions; it also
connects the annual budget, the planning document
(via the assignment of management objectives and
resources to managers), and the organisational
structure of the local authority. It also translates
the objectives (included in the planning document)
and the budget into management activities.

Furthermore, the executive management plan
represents a management and reporting tool: it is
the operational articulation of the budget. It is
an authorisation tool as it constitutes a limit to
the expenditure commitments undertaken by
the service managers and to the payments relating
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to the year. It is formulated on an accrual basis for
each of the three years considered in the budget and
cash concerning the first year of the three years
considered in the budget. The executive
management plan is a guiding tool for executives,
which allows them to perform their functions with
the autonomy required by law and with
responsibility for achieving results.

Step 4. The performance plan is a three-year
programmatic document defined by the political-
administrative steering body in collaboration with
the top management. It includes the executive
management plan and the objectives plan.
The executive management plan assumes the role of
an operational programming tool, whereas
the objectives plan defines the goals that are
assigned. Furthermore, it defines the specific and
annual objectives, the KPIs, the expected results and
their measurement using adequate performance
indicators, the instrumental and financial human
resources assigned to the service managers in line
with the objectives, the tools for monitoring, and

the criteria for measuring organisational and
individual performances.

Each public administration measures and
evaluates the performance of the entity,

organisational units, and employees. The aim of
the measurement and evaluation of performance is
twofold: to improve the quality of services offered
by public administrations and to ensure the growth
of professional skills through the enhancement of
merit and the disbursement of benefits for
the results pursued by individuals and
organisational units. The evaluation and consequent
enhancement of individual merit play an essential
role in guaranteeing management efficiency and
productivity.

The Legislative Decree 150/2009 dedicates
several articles to the definition of individual
benefits and results; it recognises the competition
between individual employees as a management
lever for improving the performance of public
bodies.

As the term suggests, the performance plan
transparently defines the blueprint for performance.
It includes the following elements:

e implementation of policies and achievement
of objectives related to the needs of the community;

e execution of plans and programs and
measurement of their implementation concerning
timing, efficiency, and qualitative and quantitative
standards;

e detection of the degree of satisfaction of the
recipients of the activities and services;

e ability to implement plans and programs and
the level of professional skills;

e qualitative and quantitative development of
relations with citizens, stakeholders, users, and
recipients of the services, also through
the development of forms of participation and
collaboration;

e efficiency in the use of resources, with
particular reference to the containment and
reduction of costs, as well as to the optimisation of
the times of administrative procedures;

e quality and quantity of the services provided;

e achievement of equal opportunity objectives
(Scaletta, 2020).
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The prevention plan of corruption and
transparency identifies the risk of corruption and
indicates the organisational interventions aimed at
preventing the risk. The risk assessment and
improvement actions represent the main activities of
the Prevention Plan of Corruption and Transparency
(lasting three years). The administrations assess
the corruption risk according to the method for risk
management, which includes the analysis of the
internal and external contexts. Risk management
involves the identification, analysis, and weighting
of risk and the treatment of risk through preventive
actions.

5. DISCUSSION

The results describe the regulation steps of PMS
development and the context, internal control, and
legislation related to an Italian municipality.
The results illustrate a local government context,
highlighting the considerable complexity of
the organisational perspective and numerous factors
affecting the PMS design. However, the main factor
is the legislation; it indicates the steps of PMS
design, a tool that allows strategic control.

The legislation obliges the production of
various programmatic and executive documents that
provide the economic, managerial, and
organisational tools of public administrations. It also
defines some critical success factors of public
administrations. For example, from an economic
viewpoint, the CSFs are the balance between the
total revenue and the total expenditure entered into
the budget and the cover of current expenses with
current revenues. From an  organisational
standpoint, the CSFs are productivity and efficiency.
These economic-organisational CSFs should entail
the control of a public organisation’s mission
(i.e., represent its community’s needs, the so-called
‘mission-oriented).

As highlighted in the literature, legislation
plays a key role in defining the organisational
strategy. On the one hand, legislation supports the
administrations  through the definition of
regulations indicating the wuse of economic-
organisational tools. On the other hand, it indicates
the CSFs of an administration. Given this context,
the political function must align governance and
organisational strategy with the legislation;
otherwise, the risk of non-compliance ensues.

According to this study, the development of
a PMS has to follow national regulations. To do so,
the preliminary step is the mapping of
the legislation to define the stages of performance
measurement design. A public administration must
subsequently declare the objectives of the political
mandate and define its strategies. It allows the
communication of short- and long-term goals to
internal and external stakeholders, and it must later
identify its ‘capacities’. First, the budget defined by
a public administration becomes a strategic financial
document to identify revenues and expenses that
a local government may incur during the succeeding
year. These expenses are related to the income that
expects to have to provide fair financial coverage of
the expenses. Second, public administration:
a) defines the goals of organisational units and
employees’ goals in terms of competencies,
efficiency, productivity, and quality; and b) identifies

@



Corporate Ownership & Control / Volume 20, Issue 3, Spring 2023

the risk for corruption and improvement actions in
terms of legality and transparency. The ‘capacities’
of a local government enable it to satisfy the needs
of citizens and to achieve the strategic objectives of
the political function.

As illustrated in Figure 3, the case study
approach almost totally follows the balanced
scorecard for the public sector proposed by
Kaplan (1999).

Figure 3. Steps of PMS development within the case study

The balanced scorecard for the public sector
Theoretical model
Mission (customer) perspective
How do we have a social impact
with our citizens/constituents?

"

Support perspective
How do we attract resources and
authorization for our mission?

2

Capacity
Internal (operational capacity)
To have a social impact and to attract
resources and support, at which processes
must we excel?

"

Learning & growth capacity

How do we align our intangible
assets to improve critical processes?

"

Financial capacity
How should we manage and allocate our
resources for maximum social impact?

The approach that emerged during the case
study responds to the needs of international public
reforms that require a new paradigm emphasising

the relations between public institutions and
citizens; this paradigm  is transforming
the relationship from bureaucratic relationships

focused on strategic choices relating to the general
interest, where administrations are in a superior
position concerning citizens, to relationships based
on administrative legitimacy connected with
the community and users’ needs (Osborne, 2010).
This new paradigm has led to the implementation of
a PMS that is capable of managing results rather
than rules. Although international reforms are
pushing PMS from a performance measurement
system to a performance measurement and
management system (i.e., the processes that define
what to measure and how to use the performance
metric), the legislation rarely defines the processes
of adopting this information for the improvement of
organisational performance and improving
the involvement of public employees and the
citizens who should become co-protagonists in
the development of social and economic policy
according to recent internal calls.

6. CONCLUSION

The need for performance measurement systems for
the optimal managing public organisations is

VIRTUS

”»
NTERPRESS

82

Case study
Practical model

Programmatic lines
Definition organisational strategy

T Planning document

Define strategic objectives
according to citizens’ need

@«

Prevention plan for
corruption &
transparency

Capacity

Performance plan
Define organisations
and employees’ goals

Identify the risk for in terms of
corruption and define competencies,
improvement actions in efficiency,
terms of legality and productivity and
transparency quality
Budget
Define revenue and expenses according to two
criteria:

Balance of revenue-expenses
Coverage of current expenses with current
revenue

underscored in this research. The public balanced
scorecard is also highlighted as the most effective
performance measurement model. As required by
the literature background, the paper identifies
the steps for developing a PMS according to national
regulations. Furthermore, it compares the approach
identified with the public balanced scorecard.
Through a qualitative case study, the paper
underlines how the identified approach follows the

public  balanced scorecard  developed by
Kaplan (1999).

The paper contributes to the theory of PMS
development in local governments. It also

contributes to practice through a useful case study
on the approach selected. The research implications
are twofold. First, this study provides local
governments with insights into a rethinking of their
PMS for strategic control. Second, the study
contributes to the literature by offering new
knowledge for performance measurement
development in local bodies.

The main research limitation is
the investigation of a unique country context,
without any comparison to other public contexts.
This aspect deepens the understanding of
the distinct context of a country, which cannot be
obtained in other ways. Nonetheless, further
research should investigate other countries to
compare the results of this study and improve
the steps related to PMS development.
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