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In an era of limited resources,
governments are under great pressure
to reform their administrative systems.

" Local governments have been forced to
consider innovative management tools
. to_improve service while financial

-~ resources shrink. The tools include Ac-
© . tivity-Based Costing (ABC), Activity-

Based Management (ABM), Total Qual-

ity Management (TQM), benchmarking,
process reengineering and the balanced
scorecard. Some government leaders be-
lieve they have found the answer to the
challenge of improving quality and in-
creasing productivity. Others dismiss
these contemporary management tools
as another fad that produces only
failure in a cycle of grand promises and
disappointment. In light of the preva-
lence of traditional budgeting and
financial management techniques, such
as revenue and expenditures forecast-
ing and the monitoring of financial
trends, we examine the effectiveness
and usefulness of some contemporary
management techniques: ABC, ABM,
benchmarking, process reengineering,
TOM and the balanced scorecard.
This article describes a survey in which
government administrators were asked
about their use of and attitudes toward
these contemporary tools.

Tools Included in the Survey

Innovative management tools that
have become more prominent over the
last decade are included in the study.
raditional budgeting and financial
management tools, such as line item
: g and financial trend monitor-
-arenot included as they are proven
that are necessary for the account-
of local jurisdictions. The follow-
tools are included in this study.
y-Based Costing (ABC): A
that measures the cost of
p ts, services and customers.
ABC uses the costs of activities as
building blocks. ABC first assigns
resource costs to the activities per-
formed by the organization. Activity
costs are then assigned to the prod-
ucts, customers and services that ben-
efit from or are creating the demand
for the activities. The ABC concept
was developed by Robin Cooperand
Robert S. Kaplan from the Harvard
Business School. They have pub-
lished a series of articles advocating
the use gﬁiﬁc since 1988 i

¢ Activity-Based Management (ABM):
The management processes that use
the information provided by an
activity-based costing analysis to im-
prove organizational performance.
ABM includes performing activities
more efficiently, eliminating the need
to perform certain activities that
do not add value for customers,
improving the design of products
and developing better relationships
with customers and suppliers.’ The
goal of ABM is to satisfy customers
while making fewer demands on
organizational resources. ABM was
introduced in management account-
ing literature in 1992.°

¢ Benchmarking: The process of

studying and comparing how other
organizations perform similar activ-
ities and processes. The other orga-
nizations can be either internal or
external and are selected because
they are known to have excellent per-
formance. Xerox coined the term
benchmarking in 1979. The approach
has been in use for a number of years,
although it was often called by
different names. An early bench-
marking article appeared in Harvard
Business Review in 1987.*

* Process Reengineering: “The fund

mental rethinking and radical re-
design of business processes to
achieve dramatic improvements in
critical contemporary measures of
performance, such as cost, quality,
service and speed.”” Process reengi-
neering was first introduced by M.
Hammer in 1990 but did not gain
wide dissemination until after the
publication of Hammer and J.
Champy’s book on reengineering in
1993.

o Total Quality Management (TQM): A

commitment to quality that involves
a clear vision of what the organiza-
tion does, its quality values and goals,
how it's going to achieve them,
who its customers are, their needs,
the needs of its employees and a focus
on processes. Edwards Deming
launched the TQM movement when
he published his book Quality, Pro-
ductivity and Competitive Position in
1982. Success stories of TQM imple-
mentation were published in man-
agement literature around 1988.

¢ Balanced Scorecard: A balanced
scorecard is a set of measures that
give top managers a fast but compre-
hensive view of the business. It
complements traditional financial
measures with operational measures
on customer satisfaction, internal
processes and the organization’s
learning and growth activities—op-
erational measures that are the
drivers of future financial perfor-
mance.” Four new management
processes—translating the vision,
communications and linking, busi-
ness planning, and feedback and
learning—along with the develop-
ment of the balanced scorecard, form
a management system that links the
long-term strategic objectives of an
organization to its short-term actions.?
The balanced scorecard, introduced
in 1992, is the newest management
tool considered in this survey.

In the public sector, the use of man-
agement tools in local governments
across the nation has been the focus of
much budgetary and management
research.” However, only one of the
above contemporary management
tools, TQM, was included in Poister and
Streib (1994). Lee Mandell analyzed the
management tools used in local gov-
ernments in North Carolina."” Some of
the innovative tools were included in his
recent article. Nevertheless, newer tools
such as the balanced scorecard were not
included, and his results, based ona 1995
survey, may not apply to all local gov-
ernments across the nation.

In the private sector, C. Gillies and D.
Rigby examined the 25 most popular
management tools in eight different
countries.” TQM was ranked the third
most commonly used tool from 1989 to
1993. The only tools more commonly
used were mission statements and cus-
tomer satisfaction surveys. TQM had
dropped to the fourth position by 1994
and was expected to rank seventh in
1995. At the same time, the use of
process reengineering appeared to be
on the rise. It would be interesting to
know if a similar trend applies to local
jurisdictions.

Research Method

Asurvey was used to understand the
use of contemporary management
techniques in municipal governments,
the effectiveness of these tools and the
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expectation of future use.” In addition,
we collected information about the char-
acteristics of the government unit, major
barriers to successful implementatior
and the management tools that may be
helpful in developing Service Efforts &
Accomplishments (SEA) Reporting for
the municipal government.

Three hundred and ninety-two cities
and counties from the United States and
its territories were surveyed. Question-
naires were mailed to the chief admin-
istrative officers of each municipal
jurisdiction in the summer of 1998. Sev--
enty-six of these administrators (19.4
percent) returned completed question-
naires. A second mailing was done dur-
ing fall 1998 with a 16.3 percent (64
returned questionnaires) response rate.
Total response rate of the survey is 35.7
percent with 140 completed question-
naires. Questions were asked in the
following areas:
¢ Satisfaction with overall efficiency

and quality of services.

¢ Current use of contemporary man-
agement tools.

o Effectiveness of and enthusiasm
toward management tools.

¢ Expectations of future involvement
with management tools.

* Primary impediments to the adop-
tion of management tools.

e Tools that may be helpful in devel-
oping SEA Reporting.

To determine the representativeness
of the respondents, nonresponse bias
was assessed. Consistent with the sug-
gested methodology of ].5. Armstrong
and T.S. Overton, early respondents
were compared to late respondents
across a number of key organizational
characteristics, including population
and number of employees.” No signifi-
cant differences were found between
these two groups on any of the above
organizational variables. Because late
respondents are generally considered
to be similar to nonrespondents, nonre-
sponse bias is not an issue in the study’s
findings.

Survey Results

Characteristics of Sample Respondents
Respondents were generally persons

with broad administrative responsibili-
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Figure 1: Population of Sample Respondents

ties. Although some respondents were
controllers, most were city or county
executives or mayors. The populations
of the municipalities were distributed
somewhat evenly in the six population
ranges in the sample, as shown in Fig-
ure 1. Jurisdictions also reported the
number of employees, excluding school
employees. The majority of respondents
have fewer than 5,000 employees. Thir-
ty-six percent have 1,001 to 2,500 em-
ployees. Twenty-six percent have2,501
to 5,000 employees. Only about 10 per-
cent have more than 10,000 employees.

Current Use of Management Tools

The government executives were
asked to identify the contemporary man-
agement tools used in their jurisdictions,
either on a unit-wide basis or in selected
department program areas. The distinc-
tion between unit-wide and selected
areas is important to understand how
often each tool was used. Respondents
could also indicate whether their juris-
diction had tried and rejected the tool and
if they planned to use it again. The sum-
mary results of the current use are
reported in Figure 2. The most popular
tool used on a unit-wide basis is TQM
with a use rate of 20 percent.

Combining partial use (used in
selected areas) with unit-wide use,
benchmarking has the highest com-
bined use rate of 82.2 percent, followed
by process reengineering with a use rate
of 80 percent. TQM has a combined use
rate of 56.3 percent. ABC and ABM are
used less often than TQM, with a com-

bined use rate of about 50.8 percentand

45.7 percent. Based on the results, the

less than 100,000
100,001 to 200,000
(] 200,001 to 300,000
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least prevalent tool is the balanced score-
card with a combined use rate of 18
percent (only 23 government respon-
dents used the balanced scorecard).
Since the balanced scorecard is the
newest management tool included in
the survey, many participants were not
familiar with it and have contacted us
to learn more.

The results indicate a tendency for
respondents to try the management
tools on a smaller scale. After a period
of transition, some of these tools might
be used on a wider basis. There could
also be areas where individual depart-
ment heads have taken the initiative
to experiment with different manage-
ment tools.

In previous research on the use of
management tools, it was reported that
the degree of use increased with size,
with larger jurisdictions using more of
the management tools." However, in
this study, the results of the chi-square
test of m" ependence failed to support
. wasnoidlfferencem

based on populaﬁmm

Comparisons with 1997
Mandell North Carolina Results

In 1995, Mandell asked North Caroli-
na local governments to indicate their
use of 20 budgeting and management
tools, including ABC, benchmarking,
process reengineering and TOM. (The
Mandell survey was published in 1997.)

A total of 108 local governments re-
- sponded. Our study found a much high-

erand wideruse of these four toolsatthe
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Figure 2: Use of Contemporary Management Tools Effectiveness of Contempo-
g . ] ] 8
rary ManagementTools
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ABC ABM BCM BPR TaM BSC municipal respondents report that it

has been moderately/very effective as
an aid to program administration and
decision-making. About 94 percent
of those using process reengineering

national level by 1998. If weassume that ~ grown by 46 percent. The increase in
North Carolina was typical for any city ~ TQM isabout 23.3 percent, whereas ABC
orcounty inthe U.S.in 1995, thetotaluse  has the smallest gain, with only a 15.8 ider it an effecti

of benchmarking has increased by 482 percent increase in the three-year period. ;?ﬁéire(r)x{gz?ﬂezaﬁonvse gﬁ;%%r%;n;m

percent, and process reengineering has (90 percent), ABC (88 percent), bench-
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marking (84 percent) and TQM (82 per-
cent). Using a scale of five to
represent different degrees of effective-
ness, the mean response rate is 4.19 for
balanced scorecard, 4.16 for process
reengineering and 4.08 for ABM. The
respondents consider the balanced
scorecard and process reengineering the
most effective tools. However, because
only 23 jurisdictions are using the bal-
anced scorecard, any inference should
be made with caution.

Enthusiasm and Future
Involvement with New
ManagementTools

The government executives were also
asked about their enthusiasm for using
new management tools and the
prospect of future use. A strong majori-
ty, 56 percent, reported that they are
somewhat or significantly more enthu-
siastic about using process reengineer-
ing compared with one year ago (see
Figure 4). Fifty-five percent reported that
they were more enthusiastic about
benchmarking, followed by ABM,
TOM, ABC and balanced scorecard with
percentages of 43, 36,36 and 22, respec-
tively. The mean responses for bench-
marking and process reengineering are
the highest with 3.61 followed by ABM
at 3.51. The tool that respondents ap-
peared hesitant to use was the balanced
scorecard, but this may result from un-
familiarity rather than negative attitudes
about the balanced scorecard itself.
- Withrespectto the future role of new

. tions, most respondents (80 percent)
-expected the amount of benchmarking
/ ‘activities in their organizations to in-
crease somewhat/significantly over the
next five years. The expected use of
rocess reengineering was slightly
k ﬁmchmarkzgng, with 77 per-
the use of process reengi-
: neemigtnmmeasemmenextﬁve years,
~followed by ABC (68 percent), ABM (64
_percent),and TOM (58 percent). Again,
~only 4 t of the respondents
expected the use of the balanced score-
card to increase in ﬂle next ﬁve years.

Primary Imped|ments to the

Adoption of Contemparary

ManagementTools -
Respondents were asked about the
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o -management tools in their organiza-

primary impediments to the adoption-
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of the management tools in the survey.
For all but process reengineering, the top
three factors cited were lack of buy-in
from staff, lack of skills and know-how
and aversion to change/too risky. The
results underscore the need for com-
mumnicating the benefits of the tools, as
well as the importance of education and
proper training. Lack of buy-in and
aversion to change suggest that it is
important to communicate effectively
with staff people before introducing
new management techniques. This may
be especially important when consider-
ing the most radical of the tools, process
reengineering, for which the respon-
dents ranked aversion to change above
lack of skills as an impediment.

In the private sector, businesses must
often try the latest trends to stay
competitive. In the government sector,

- however, entrenched bureaucracy is less

likely to feel competitive pressures and
perhaps more likely to have pressures
of inertia. Nonetheless, these contem-
porary tools are potentially very useful
in the government sector, where tradi-
tional financial measures are less
relevant, and great gains are to be had if
this resistance can be overcome.

Lack of skills and know-how was the
second greatest impediment for all tools
but reengineering. Education and prop-
er training are especially important in
smaller jurisdictions, as they ranked lack
of skills and know-how as the No. 1
impediment to adopting ABC, ABM
and the balanced scorecard. It may be
that administrators of smaller munici-
palities are likely to have less training in
business or public administration in
general and thus are less confident to

ABC ABM BCM BPR TaM BSC

adopt these techniques. Lack of knowl-
edge about the balanced scorecard also
suggests that publications aimed at
government administrators may not
be featuring this particular tool.
Additional impeding factors reported
by the respondents were lack of data,
not cost-effective, lack of staff time, lack
of communication, short-term vision
associated with day-to-day operations
and lack of legislative buy-in. For
contemporary management tools to be
successfully implemented in the public
sector, the following factors are consid-
ered important: leadership, a proper
management strategy and an involved,
educated electorate and legislators.

Tools Helpful in Developing
SEA Reporting

In 1994, the Governmental Account-
ing Standards Board (GASB) issued
Concepts Statement No. 2, Service Efforts
and Accomplishments Reporting.”® This
statement expressed the board’s opin-
ion that both financial and nonfinancial
performance information were neces-
sary aspects of reporting efforts and
accomplishments of governmental en-
tities. Although the Concepts Statement
does not have the weight of an account-
ing standard, many municipalities have
begun experimenting with ways to
report such data. Several suggestions for
performance measures are available
(see for example GASB’s Performance
Measurement for Government website,
wuww.raw.rutgers.edu/Accounting/raw/
seagov/pmg/findex.html).

Approaches to reporting such
measures are not standardized at this
time. Therefore, respondents were
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Figure 4: Enthusiasm Toward Contemporary Management Tools
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asked to indicate the tools that may be
helpful in developing SEA reporting.
Benchmarking was ranked the most
helpful tool with 90 votes, followed by
ABC (72), process reengineering (67),
ABM (66), the balanced scorecard (53)
and TOM (46). Thus a significant
proportion of the 140 respondents felt
that contemporary management tools
would be useful in developing new
reporting methods.

Summary and Conclusion

In the past decade, local governments
have used many innovative manage-
ment tools to enhance their ability to
deliver services effectively and effi-
ciently. Among the six tools surveyed in
this study, benchmarking and process
reengineering have become more
prominent among local jurisdictions,
tollowed by TQM, ABC and ABM.
The least prevalent tool is the balanced
scorecard. There is no difference in the
use of management tools between large
and small jurisdiction subgroups. On
the other hand, local governments that
are more involved with ABC, ABM,
TOM and balanced scorecard appear
to be more satisfied with their overall
performance.

Only about 23 respondents have
implemented the balanced scorecard,
yet those who have consider it a very ef-
fective tool. The government executives
are more enthusiastic about process
reengineering and benchmarking and
expect to use these tools more than ABC,
ABM and TQM over the next five years.

The primary impediments to the
adoption of these management tools are
lack of buy-in from staff, lack of skills
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and know-how and aversion to
change/too risky. The results point
to the importance of training and
education in achieving a successful im-
plementation of new management
techniques. The educational issue is
more critical for smaller jurisdictions, as
the lack of skills and know-how was
chosen as the No. 1 factor that stymied
the implementation of ABC, ABM and
balanced scorecard.

Finally, several of the contemporary
management tools offer promise in the
development of SEA reporting. Such
reporting requires government execu-
tives to find new ways of reporting
performance on financial and nonfi-
nancial measures. These tools may be
helpful in providing direction as man-
agers decide not only what they should
be measuring, but also how to report it.
The vast majority of respondents was
enthusiastic about the usefulness of
these tools and expected to continue
using them in the future.

END NOTES

1. Cooper, Robin, and Robert S. Kaplan,
“How Cost Accounting Distorts Product Costs,”
Management Accounting, April 1988, pp. 20-28.

2. Adapted from Atkinson, A., R. Banker, et al,
Management Accounting, 1997.

3. Cooper, Robin, Robert S. Kaplan, Lawrence
S. Maisel, et al, “From ABC to ABM,” Manage-
ment Accounting, November 1992, pp. 54-57.

4. Tucker, Frances Gaither, Seymour M. Zivan,
Robert C. Camp, “How to Measure Yourself
Against the Best,” Harvard Business Review,
January /February 1987, pp. 8-10.

5. Hammer, M., and J. Champy, “Re-engineer-
ing the Corporation: a Manifesto for Business
Revolution,” Harper Business, 1993.

6. Deming, Edwards, Quality, Productivity and
Competitive Position, Massachusetts Institute of
Technology Center for Advanced Engineering

Study, 1982.

7.Kaplan, RS, and D.P. Norton, “The Bal-
anced Scorecard—Measures that Drive Perfor-
mance,” Harvard Business Review, January 1992,
pp.71-79.

8. Kaplan, RS., and D.P. Norton, “Using the
Balanced Scorecard as a Strategic Management
System,” Harvard Business Review, January /Feb-
ruary 1996, pp. 75-85.

9. Poister, T. H., and R. P. McGowan, “The Use
of Management Tools in Municipal Government:
ANational Survey,” Public Administration Review,
1984, pp. 215-223. Poister, T. H., and G. Streib,
“Management Tools in Municipal Government:
Trends Over the Past Decade,” Public Administra-
tion Review, 1989, pp. 240-248. Poister, T. H., G.
Streib, “Municipal Management Tools from 1976
to 1993: An Overview and Update,” Public Pro-
ductivity and Management Review, Winter 1994,
pp. 115-125

10. Mandell, Lee M., “The Use of Manage-
ment Tools in North Carolina Local Govern-
ments,” Popular Government, Fall 1991, pp. 13-19.
Mandell, Lee M., “Performance Measurement
and Management Tools in North Carolina Local
Government: Revisited,” Public Administration
Quarterly, Spring 1997, pp. 96-127.

11. Gillies, C., and D. Rigby, “Managing the
Management Tools,” Management Accounting,
November 1995, pp. 28-29.

12. The questionnaire used in this study is
adapted from the survey instrument designed by
Lee M. Mandell (1997).

13. Armstrong, ].S., and T.S. Overton, “Esti-
mating Nonresponse Bias in Mail Surveys,”
Journal of Marketing Research, August 1977, pp.
396-402.

14. Mandell, Lee M., “Performance Measure-
ment and Management Tools in North Carolina
Local Government: Revisited,” Public Administra-
tion Quarterly, Spring 1997, pp. 96-127.

15. Governmental Accounting Standards
Board, Concepts Statement No. 2, Service Efforts
and Accomplishiments Reporting, 1994.

Shih-Jen Kathy Ho,
Ph.D., is an assistant
professor of account-
ing, specializing in
managerial account-
ing, at Niagara Uni-
versity in western
New York.

Linda Achey Kidwell,
Ph.D., is an assistant
professor of account-
ing, specializing in
governmental  ac-
counting and audit-
ing, at Niagara Uni-
versity in western
New York.

SPRING 2000

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionya\w.manaraa.com



