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ABSTRACT
This thesis is about the exploration of management control systems in the context of New Public
Management (NPM) initiatives. NPM initiatives created the changes to the structure and
processes of public sector organisations with the objective of getting them to run better. A new
government department, the Department of Disability, Housing and Community Services in the
Australian Capital Territory, has been adopted as the field for investigation. The study was
designed to understand how private sector management control technologies become embedded
in the new financially and managerially oriented selected public sector organisation. The view
taken in this thesis is that management control systems are not natural phenomena but are
considered as social practices and which can be changed by social actors.
This thesis draws on a single theoretical perspective to understand the management control
processes evolved in the researched organisation. The perspective is Giddens’s structuration
theory. Giddens’s structuration theory is concerned with the relationship between the actions of
agents and the structuring of social systems in the production, reproduction and regulation of
social order. As management control systems are socially constructed, Giddens’ structuration
theory was adopted in this research to obtain a better understanding of human actions and to
explore how these control devices are implicated in the wider social context through time.
The nature of the present research is explorative and the focus of this research is to study in depth
particular phenomena. Qualitative research methodology was chosen to obtain a better
understanding of the phenomena. Case-based research methods was used in developing a fuller
understanding of the relative role of accounting and other controls in the management of
organisational performance. To take advantage of this, the case study research method was
adopted and was relevant for the problematic of this study. In this study data collection involved
a triangulation approach and the three sources were organisational documents, interviews and
observation.
In this thesis it is argued that the researched organisation has adopted various management
control tools to improve their performance and demonstrate transparency and accountability.
Some of the control tools they adopted directly from the private sector, some of them they
modified and some of them are the innovations in the public sector which are unique to them.
The impetus for adopting these control tools was influenced by Federal and the ACT
government’s reforms initiatives. It appeared from the case that the adopted management control
mechanisms forced the researched organisation towards performance and results and it is a clear
sign of adoption of new public management practices. The case highlighted that the management
control systems of the DHCS are the modalities of structuration and these control systems are
both the medium and the outcome of interaction because in the organisational setting these
control devices are constituted by human agency and at the same time are also guided by them.

Key Words: Management Control Systems, New Public Management, Case Study, Government
Department, Structuration Theory.
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CHAPTER ONE
INTRODUCTION
This thesis is about the exploration of management control systems in the context of New Public
Management (NPM) initiatives. The NPM initiatives created the changes to the structure and
processes of public sector organisations with the objective of getting them to run better. A new
government department, the Department of Disability, Housing and Community Services
(DHCS) in the Australian Capital Territory (ACT) has been adopted as a field of investigation for
the purpose of this exploration. This government department was established in 2002. It has been
observed that this new government department has adopted private sector models of organisation
structure, management systems, accounting practices and accountability relationships prompted
by the new public management initiatives of the Australian Federal and the ACT governments.
The study period of this department is from 2002 to 2010. During the last nine years this
government department has implemented various private sector management control tools in their
organisation. This study will investigate how these management control technologies have been
implicated in the organisational environment within this department.

In addition to this chapter, the remainder of this thesis is organised into nine chapters. Chapter
Two outlines the context of study and the chapter is divided into two parts. In the first part, the
background of the study is presented. The second part, on the other hand, presents the rationale of
the study. This background includes a description of public sector and shows the difference
between private and public sector. In this chapter, it is mentioned that the public sector includes
those organisations which provide utilities and services to the community and traditionally have
been seen as essential to the fabric of the society. In this chapter it is argued that the public
1

organisations are accountable to public at large and to individuals. Next, public sector reform and
new public management is discussed in this chapter. In this chapter it is argued that the main
objectives of these reform processes are to promote a culture of performance in the public sector,
to achieve cost efficiency, budget accountability and to adopt a customer focus in service
delivery. The features of new public management were also presented in this chapter and
mentioned that a variety of factors influenced public sector organisations to depart from the
original developmental goals set for the public organisations. These public organisations have
mostly been assigned specific financial objectives similar to those in the private sector. Next,
Australian public sector is introduced in this chapter and it is shown that public sector in
Australia includes all entities majority-owned and/or controlled by the Commonwealth, state or
local governments. Following this, the various public sector reforms linked to new public
management in Australia are described. In this chapter it has identified that during the last thirty
years the Australian government has been engaged and implemented a series of financial and
administrative reforms. The major pressures for these reforms were Financial Management
Improvement Program, the National Competition Policy, Managerialism, Commercialisation and
Corporatisation principle which were associated with new public management. Therefore, the
context for this research relates the changes in the public sector forced by the new public
management initiatives towards the managerial orientation. The second part describes the aims
and objectives of the present study and mentions that it is an attempt to explore and understand
how management control technologies are implicated in the context of new public management
initiatives. In accordance with the various implications of the reforms, in this chapter a number of
research questions are developed. The answer to these questions are explored and explained
further in later chapters. Finally, this chapter provides the justification of this research and
presents how this study will contribute to the literature and practice.
2

Chapter Three presents a literature review of the studies and articles published on new public
management and management control systems. The review was necessary to integrate what
others have done and said (Cooper, 1989). First, the chapter defines changes in the public sector
linked to new public management. This chapter considers that change is a natural phenomenon,
it is continuous and ongoing and the purpose of change is to aid survival and growth. The
articles published on changes in the public sector are classified into two groups. First, a brief
review of the literature which emphasised the changes is presented in an international
perspective. Next, the changes in the public sector and the new public management are presented
in an Australian perspective. Then the chapter provides a review of published articles on
management control systems in the changing environment. The review of articles related with
management control systems are also presented in international and Australian perspective
separately. The findings of the review indicate that despite the growing interest in organisational
change and management control research in private sector there is still dearth of in-depth studies
in public sector context.

Chapter Four introduces a theoretical framework for the evaluation of the findings. The
objective of this chapter is to discuss this theoretical framework adopted for the study to analyse
and interpret data. The chapter is divided into four sections. The first section discusses the role of
theories in research. This section considers that in research we must be guided by some
conceptual framework and theory can be used as a conceptual framework in this regard. This
section also mentions that qualitative research design and research practice is related with theory
throughout (Mason, 2002). Following this, the next section describes theory and case study. It is
argued that a theoretical framework is considered as an essential starting point for any case study
and no researcher can avoid approaching a case study without some prior theoretical framework
3

(Humphrey and Scapens, 1996; Llewelyn, 2003; Denzin and Lincoln, 2003; Silverman, 2004;
Irvine and Gaffikin, 2006; Hoque, 2006a; Vincent et al., 2006; Cooper 2008; Maxwell, 2009;
Flick, 2009). Next section provides the theoretical framework for the present case study. To
analyse and interpret data Giddens’s Structuration Theory is considered as the theoretical
framework in this study. Giddens’ structuration theory is concerned with the relationship between
the actions of agents and the structuring of social systems in the production, reproduction and
regulation of social order. Considering management control systems are socially constructed
Giddens’ structuration theory is adopted in this research to obtain a better understanding of
human actions and to explore how these control systems are implicated in the wider social
context through time. Next section provides an analysis of Giddens’s Structuration Theory in
accounting and management control research. The section identifies that a number of accounting
and management control researchers used this theory as a theoretical framework for their
research.

In Chapter Five research method utilised in this study is presented. This study used a single case
with strong naturalistic and interpretive interests. Single case study design is justified as present
study is an attempt to explore in-depth how management control systems are implicated in wider
organisational setting. Since the nature of the present research is explorative and the focus of this
research is to study in depth of a particular phenomenon qualitative research methodology has
been chosen to obtain a better understanding of the phenomenon. The epistemological and
ontological belief also inspired the researcher to adopt qualitative approach because the
researcher believes multiple realities can exist in a given situation and for this reason the
intention of the researcher is to promote a subjective research. The chapter describes the process
of selection of the research site for the investigation, the access to the investigation in the field
4

and how the data were collected. The chapter also explains the data analysis method. Finally, the
chapter highlights the validity, reliability and generalisability of the present case study.

Chapter Six introduces the research site- the Department of Disability, Housing and Community
Services (DHCS) of the Australian Capital Territory (ACT). It has already been mentioned that
the DHCS is the case of the present study. The DHCS is an ACT government agency which is
involved in service delivery. This department was formed in 2002 to assist people with a
disability, housing and community services. It has responsibility for a wide range of programs
and policies which deliver essential services to individuals, families and the whole ACT
community. This department performs a variety of functions and its responsibilities include
people with a disability, social housing, children and young people, families, therapy services,
carers, women, ageing, multicultural affairs, community services and facilities, Aborginal and
Torres Strait Islander people, homelessness and concession. The structure of the organisation is
presented in this chapter and shows that the department is structured around three key areas with
distinct responsibilities across the spectrum of human services. Organisational commitments of
the DHCS are also discussed in this chapter. The department believes that strong partnerships are
based on extensive consultation, engagement and co-ordination with community organisations.
The department maintains a person-centred approach within a human rights framework and the
department feels that an effective, committed and skilled workforce is essential to deliver on its
responsibilities. Functions, values, culture and strategic theme of the researched organisation are
also discussed in this chapter. This chapter also presents internal audit system, risk management
system and the governance structure of the department. This chapter addresses the first research
question – in what ways have the new public management ideals implemented in the researched
organisation. In this chapter it is argued that in the researched organisation new public
5

management ideals have become a combined form of management approach and techniques
which are borrowed from the private sector. The department promoted entrepreneurial
management practices through partnership with the community and private sector. In the DHCS
it was observed that from time to time it organised and reorganised its structure and was involved
in changing its behaviour also. To meet the demands of the reforms, DHCS outlined its values
and culture which guided them in the change process to strive for the highest standards in their
work. The DHCS has also continuously involved in reshaping their administration and the
allocation of their functions.

Chapter Seven is the first of two chapters describing the management control systems at the
DHCS. This chapter describes the results and action control systems that were introduced in the
DHCS. This chapter analysed the study findings using Giddens’ Structuration theory. This
chapter is aimed at analysing how the results and action control, as the elements of management
control systems, is shaped and can shape other organisational process within the DHCS.
Evidence from the field supported that the DHCS has benefited enormously in adopting a results
oriented approach to financial management. It also helped probity and accountability for
spending tax payers’ money and at the same time ensured parliamentary scrutiny of the financial
details of its operation. To implement results control culture, the department adopted strategic
planning process to cope with the newly reformed environment. In this stage the central of the
change process was inclusion of specific objectives and indicators and the forecasts of budgetary
expenditures and incomes. In the DHCS budgeting is an important management tool not just for
assigning scare resources but for purposes of planning, setting direction, internal control and
accountability system also. Managers of each unit provide monthly advice to the chief executive
about any and all material variances between budgeted and actual revenues and expenses,
6

together with details of action being taken to correct the problem. Accounting policies and
reporting systems also plays a vital role in implementing the results control system in the
department. The department uses accrual accounting system and this accounting change is
underpinned by a managerialist philosophy borrowed from the private sector. Organisational
documents of the DHCS revealed that to obtain better result the chief executive has issued
financial instructions to its staff and managers of the department. To obtain a better result the
Department has established an Internal Audit and Review Unit. This unit provides services to
management to meet all prescribed statutory responsibilities within a performance improvement
environment. This chapter focuses on the internal audit system of the department. This chapter
also presents the performance measurement system of the department. It has been observed that
the DHCS uses both financial and non-financial performance measures to develop individual and
overall business improvement at the operational and strategic level. The department also
introduced performance dependent rewards systems. The department is committed to achieving
an environment where employees feel valued for the contribution the employees make to
achieving organisational goals. In addition to the results control system the DHCS has
implemented a number of action control tools that have been introduced to guide the employees
and to act for the best interest of the organisation. The department has developed a ‘Restrictive
Practice Framework’ which is different from the private sector. This control mechanism is an
intervention that involves some intrusion on the person’s freedom in order to curtail a particular
behaviour or situation. Management uses this control mechanism to exercise power over the
operating units. The department has specific instruction that care must be taken when
transporting sensitive documents outside of the work environment. The department has
implemented an action control system which ensures that the personal privacy of individuals is
protected, and that access to records is provided in compliance with relevant legislation. In the
7

DHCS, It has been observed that risk management system is one of the key action control
systems of the department and it identifies strategic risks that is managed, monitored and reported
through Business Units on a quarterly basis. This chapter also considers that accountability is the
cornerstone of good management outcomes and also one of the major objectives of the reforms
initiatives in the Australian public sector. In the DHCS upward, outward, downward and inward
accountability system was observed. In this chapter it is argued that these control mechanisms
have given strengths to operate efficiently and effectively to the department. These control
mechanisms have brought economic logic into its new type of management in the DHCS. It has
been observed that these control devices not only supported the business culture in the DHCS,
but has also reshaped the general orientation of the people in the DHCS. However, in this chapter
it is also argued that the DHCS has adopted private sector management control tools but not in a
private sector manner. The reasons behind this is that public sector organisations are different
from private sector organisations on a number of dimensions such as diversity of the goals and
objectives, access to resources, nature of the organisation and the accountability system. In this
chapter it has been argued that to gain better understanding about the management control
systems in an organisation it is necessary to look to the relationship between day-to-day social
action of the agents and the various dimension of social structure. Management control systems
provide bindings of social interactions in an organisation across time and space and therefore,
management control systems are considered as social practices. Giddens (1979) claimed that
every social system has structures. Structure refers to the structuring properties which are the
‘rules and resource, recursively implicated in the reproduction of social systems’. According to
Giddens (1979) there are modalities in the structure. These modalities are the means by which
structures are translated into actions. In the DHCS, the modalities of management control
systems are the interpretive schemes, facilities and norms. These modalities explain how
8

interaction is affected. In this chapter results and action control systems of the DHCS were
discussed and argued that these management control systems are viewed as the modalities or
procedures of structuration which mediates between the (virtual) structure and the (situated)
interactions. At the end of the chapter the results and action control systems in the DHCS were
presented using Giddens’ structuration theory- the theoretical framework provided in Chapter
Five. This framework helps to understand how management control systems were designed and
operate in a changing environment. In the DHCS, it is evident that results and action control
systems act as modalities of structuration in all the three dimensions of social structuresignification (meaning), domination (power) and legitimation (morality). It shows how managers
and employees make sense of organisational events and activities. In the DHCS, these
management control systems are both the medium and the outcome of interaction because in the
organisational setting these control devices are constituted by human agency and at the same time
are also guided by them. Therefore, duality of structure is evident in the DHCS’s management
control systems. It means structure and agency exists in a recursive relationship.

In Chapter Eight the cultural control system of the researched organisation is discussed.
Giddens’ structuration theory is also used in this chapter to analyse and interpret the study
findings. This chapter provides a set of cultural control mechanisms those were introduced by the
department to guide them to strive for the highest standard. These control mechanisms brought a
new set of vision, mission and values for the organisation. Evidence from the field suggests that
the DHCS has developed its values and culture in the line of the new public management
initiatives. In this chapter it is evident that as a new government department the DHCS is
committed to achieve economy, efficiency and effectiveness- the major objectives of the public
sector reforms agenda by introducing new public management ideals. However, in this chapter it
9

is also argued that the traditional public sector employees have values and ethics that are different
from the private sector employees. In the DHCS it has been observed that the core values of
organisational culture are reflected within its operations. The organisational culture of the
Department recognises that employees have basic rights and supports subordinates’ participation
in decision making. Control systems in this organisation are based on trust in subordinates’
ability to complete their task. At the end of the chapter the cultural control system of the DHCS is
presented using Giddens’ structuration theory and argued that cultural control system act as
modalities of domination and legitimation structure in the DHCS. These modalities are the means
by which these structures are translated into actions.

Chapter Nine is the final chapter of the thesis and concludes the study. This chapter is presented
in three parts, a summary, implications and a conclusion. In the summary section research
findings are drawn together. The reflections gained from the study are incorporated in this part.
Next, policy implications are presented. In the conclusion part discussion of the strengths and
limitations of the study is provided and presents recommendations for future research.

To conclude, it can be said that now the DHCS is a result oriented reformed government agency.
New public management initiatives in the DHCS have contributed to achieve the best result. The
Department is committed in building and sustaining an organisational culture that reflects the
Australian public sector reforms agendas. Findings from the field reveal that newly introduced
management control systems invented the roles and functions of the Department and also
changed the management style of the organisation. These are the positive examples of the new
public management initiatives where management control systems play a significant role within
the organisation.
10

CHAPTER TWO
THE BACKGROUND AND THE RATIONALE OF THE STUDY
2.1 INTRODUCTION
From the 1970s the public sector organisations in the advanced economies faced a significant
pressure arising from volatile economic conditions and pressures for government cost cutting.
Governments found it difficult to fund their activities from recurrent revenues and the increased
debt arising from budget deficits reacted adversely on their economies (Bourgon, 2008; Barton,
2009; Webb, 2010). This has created a basis for organisational change in the public sector (Alam
and Lawrence, 1994; Parker and Bradley, 2000; Larbi, 2003; Ellwood and Newberry 2007).
Mascarenhas (1996) pointed out that in the 1980s the performance of public enterprise in
industrial economies has been the target of severe questioning and the main reason for such
questioning is the comparisons with private sector standards of returns on investment and it
turned public sector organisations from service orientation to commercial orientation.
Mascarenhas (1996) also claimed that during the 1970s a variety of factors influenced public
sector organisations to depart from the original developmental goals set for the public
organisations have mostly been assigned specific financial objectives similar to those in the
private sector. In this context the practitioners started to adopt new management approaches as
the basis for improving performance in the public sector (Metcalfe and Richards, 1992; Osborne
and Gaebler, 1992; Hughes, 1995; Girishankar, 2001; Robbins, 2007; Christiaens and Rommel,
2008; Broadbent and Guthrie, 2008; Alam and Nandan, 2008; Dooren et al., 2010; Walker and
Boyne, 2010; Hoque and Adams, 2011). The new management approach has been based on the
premise that the efficiency and effectiveness of the public sector organisations could be improved
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through the introduction of private sector management techniques (Painter, 1988; Hood, 1995;
Tooley, 1999; Parker and Bradley, 2000; Atreya and Armstrong, 2002; Crawford et al., 2003;
Christensen, 2005; Cohen et al., 2007; Alam and Nandan, 2008; Bouckaert and Halligan, 2008;
Berry et al., 2009; Christensen and Parker, 2010).

Pollitt and Bouckaert (2004) mentioned that, this new management approach in the public sector
creates the changes to the structures and processes of public sector organisations with the
objective of getting them to run better. The introduction of this new management approach in the
public sector is to promote a culture of performance (Baehler, 2003; Mir and Rahaman, 2006;
Jansen, 2008) is to achieve cost-efficiency, budget accountability and to adopt a customer focus
in service delivery (Hamburger, 1993; Tanzer, 1993; Kennedy, 1995; Dixon et al., 1996; Lane,
2000; Parker et al., 2000; Barzelay, 2001; Groot and Budding, 2008, Alam and Nandan, 2008).
More precisely this new approach is centred on NPM ideals (Hood, 1991; Dunleavy and Hood,
1994; Hood 1995). The term ‘New Public Management’ is used to describe the changing style of
governance and administration in the public sector. The most definitive characteristic of the NPM
is the greater salience that is given to what has been referred to as the three ‘Es’- economy,
efficiency and effectiveness (Barrett, 2004). NPM is the commonly used label for the ambition of
government organisations in many countries to run the public sector in a more businesslike
manner (Jansen, 2004). During the 1980s and 1990s the term NPM was used to denote a number
of reforms that were carried out by several countries in the world (Sahlin-Anderson, 2001). Maor
(1999) also observed that NPM has shown a remarkable degree of consensus among the opinion
makers of various countries about the desired nature of change.
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During the last 30 years the three tiers of Australian government (Commonwealth, State and
Local) have also implemented a series of financial and administrative reforms linked to the new
public management. These reforms have forced the Australian public sector to promote private
sector models of organisation structure, management systems, accounting practices, and
accountability relationships (Greiner, 1990; Wanna et al., 1992; Guthrie and Johnson, 1993;
Parker and Guthrie, 1993; Brown et al., 2003; Guthrie et al., 2003; Barrett, 2004; Mir and
Rahaman, 2007; Hoque 2008). The primary driving force behind these reforms was Financial
Management Improvement Program and the ultimate goal was to achieve efficiency and
effectiveness of the government through the introduction of market disciplines. These market
disciplines forced the public sector organisations to adopt commercial management practices
through commercialisation or corporatisation (Broadbent and Guthrie, 1992; Parker and Guthrie,
1993; Dixon and Kouzmin, 1994; Coventry and Nutley, 2001; Hoque and Moll, 2001; English
and Guthrie, 2003; Mir and Rahaman, 2003; Rose and Waterhouse, 2004) and as a consequence
of these reform initiatives Australian public sector entities have undergone tremendous
organisational and cultural changes (Parker and Guthrie, 1993, Zifcak, 1997; Coventry and
Nutley, 2001; Hoque, 2005; Mir and Rahaman, 2006 ).

Parker and Guthrie (1993) argued that since the early 1980s the Australian public sector have
undergone major changes in its philosophy, structure, processes, and orientation and the main
objectives of these changes were to establish formal rational management, necessity for clear
goal, corporate plans, internal and external accounting systems with clear responsibility lines for
output performance measurement. Coventry and Nutley (2001) illustrated the change
management in the Australian public sector. They mentioned that change had become a
permanent feature of the public sector landscape in Australia. They argued that prior to 1980s
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change in the Australian public sector was mainly incremental expansion. After this period
radical changes have occurred which affected financial management, budgetary reforms,
structural change, senior executive appointments, commercialisation, corporatisation and some
privatisation of government programs. Halligan (2009) argued that Australia had concentrated on
management reform during the 1980s, but increasingly accepted the need for market-oriented
reform. Halligan (2009) further argued that major changes to financial management were
changing the method of budgeting and resource management which was based on the framework
of outcomes and outputs and accrual accounting principles. In recent years an agenda to promote
good governance and improved transparency of the Australian public sector budgetary and
financial management is the Operation Sunlight (Tanner 2008). It derives from a critical
evaluation of the existing outcomes and outputs frameworks. The key objectives of Operation
Sunlight are: tightening the outcomes and outputs framework, changing the Budget Papers to
improve their readability and usefulness, improving the transparency of estimates and expanding
the reach of Budget reporting, improving intergenerational reporting (Murray, 2008).

Evans and Bellamy (1995) pointed out that there were various changes and different types of
programs implemented at all levels in the Australian public sector. They (1995) mentioned that
these changes were implemented through the introduction of private sector-style management
control systems (MCS) which included planning, co-ordinating, communicating, evaluating,
acting and influencing. In the light of the wide ranging reforms and implementing new public
management approach to the Australian public sector the present study intends to identify and
explore the management control systems that have been implemented in a public sector
organisation in Australia.
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The definition of MCS has evolved over the years. Management controls are found in the design
of organisational structures, and the policies and procedures used for planning, evaluating and
rewarding (Murphy, 2003). Kimura and Mourdoukoutas (2000) argued that management control
systems must be expanded to managerial practices that cultivate employee cooperation and
creativity in the discovery and exploitation of new business opportunities. Chenhall and
Langfield-Smith (2003) pointed out that MCS comprise a variety of control mechanisms,
including performance measurement, to align individuals’ behaviours with the strategies and
goals of the organisation. Therefore, the purpose of MCS is to facilitate goal congruence between
an organisation and the people within it (Picard and Reis, 2002).

Chenhall (2003) argued that MCS is a broader term that encompasses management accounting
systems and also includes other controls such as personal or clan controls. Chenhall (2003)
mentioned that MCS not only focuses on the provision of more formal, financially quantifiable
information to assist managerial-decision making but also concentrates on external information
related to markets, customers, competitors, non-financial information, a broad array of decision
support mechanisms and informal personal and social controls.

It has been observed worldwide that the changed

public sector organisations have been

encouraged to develop market based mechanisms of control which are financial or budgetary,
performance indicators, performance based pay, competition through privatisation and
contracting out, and the introduction of internal market models (OECD, 1995). To establish these
types of control in the changed public sector organisations it is necessary to allocate human,
physical, technological and financial resources in a better coordinated way. A well designed
management control system can play a pivotal role in this regard. As Groot and Budding (2008)
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argued that a good number of NPM reforms relate to the improvement of Planning and Control of
government entities. Jansen (2004) also argued that adoption of NPM implies that the emphasis
in management control of governmental organisations needs to change from a focus on
information concerning input to information on other elements of the transformation process.

Scott (1995) observed that no organisation can be properly understood apart from its wider social
and cultural context. The use of any system in an organisation depends on people’s interest and
over time these systems are subject to change (Lawrence et al., 1997). The study reveals that to
understand systems in use it is necessary to understand the social aspects of organisation.
Management control systems is not an exception in this regard. Management control systems is
not a natural phenomena it is considered as social practices and which can be changed by social
actors (Neimark and Tinker, 1986; Czarniawska-Jaoerges, 1988; Ryan et al. 1992, Berry et al.,
2009). In order to gain better understanding about the management control systems in an
organisation it is necessary to look to the relationship between day-to-day social action and the
various dimension of social structure (Alam and Nandan, 2008). Against this background the
wide-ranging reforms and NPM approach in the Australian public sector offer a context for the
present study. Hence, the present study intends to explore in-depth how management control
systems are implicated in an Australian public sector organisation and its wider organisational
setting. The rest of the chapter is organised as follows. Section 2.2 defines public sector. Section
2.3 presents the difference between private and public sector. Section 2.4 describes the public
sector reforms and the new public management. Section 2.5 presents the Australian public sector.
Section 2.6 briefly describes public sector reforms and implementing NPM in Australia. Section
2.7 introduces the context for research. Section 2.8 gives the aims and objectives of the research.

16

Section 2.9 presents the research questions. Section 2.10 provides justification of the present
research. Section 2.11 concludes the chapter.

2.2

PUBLIC SECTOR

Public sector represents the activities undertaken almost solely by governmental agencies, and
accomplished by a mix of departments of state, statutory authorities, and other legal and political
institutions (Aulich and Nutley, 2001; Flynn, 2007). Broadbent and Guthrie (1992) and Lane
(2000a) also argued that the public sector is the part of a nation’s economic activity which is
traditionally owned and controlled by government. They mentioned that the public sector
includes those public organisations which provide utilities and services to the community and
traditionally have been seen as essential to the fabric of the society. The public sector
organisations are funded by grants raised by government from taxation and these organisations
provide supply services and utilities which is the part of the infrastructure of the society.
However, a movement away from this situation has emerged and the emphasis is given on
efficiency, effectiveness, cost savings and managerialism in the public sector (Broadbent and
Guthrie, 1992; Wollmann, 2003; Starling, 2011). These changes have redefined the public sector
and have given increased standing to costs and to new systems and symbols of accountability.
Broadbent and Guthrie (1992) pointed out that in Australia, the various levels of government
have introduced ‘market discipline’ and ‘best commercial management practices’ either through
commercialisation (the process of introducing commercial management principles, practices and
accountability regimes); or through corporatisation (use of a corporate form of legal, governance,
management, accounting and accountability purposes for public sector business activities); or
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finally through privatisation (the selling of part or all of a corporatised public sector entity to
private capital).

Research on public sector organisations has revealed that traditional public organisations were
run by rational rules and procedures. The structured hierarchies, formal decision making
processes and advancement based on administrative expertise were found in the traditional public
organizations (Bozeman, 1979; Parker and Bradley, 2000; Brown et al., 2003; Webster and
Hoque, 2005; Rondeaux, 2006; Carlin, 2006). These public sector organisations are subject to
political rather than market controls (Parker and Bradley, 2000; Dehardt and Dehardt, 2000; Ball
2007; Koch et al., 2011). Another characteristic of traditional public organisations is that these
public sector organisations are motivated by political considerations than by financial
considerations (Perry and Rainy, 1988; Alam and Lawrence, 1994; Coventry and Nutley, 2001;
Boyne, 2002; Hoque, 2005). Public organisations are accountable to the public through the
political process and for this reason there have been conflicting demands from the various interest
groups (Hughes, 1994; Walker, 2009). In terms of objectives, competition and management
systems there are differences between public sector and the private sector. The following section
differentiates public sector with the private sector.

2.3

DIFFERENCE BETWEEN PRIVATE AND PUBLIC SECTOR

Traditionally in the private organisations there are external controls such as competition,
consumer constraints and shareholder interests but on the other hand public organisations
traditionally have been forced by political authority and political activities (Parker and Bradley,
2000). Thomson (1992) mentioned that the driving force behind the management of organisation
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in the public sector is different from that in the private sector. In the private sector the overall
intention is to provide a good return on capital investment or return on equity for owner(s) or
shareholders but in the public sector organisations they are involve in managing for social result.

Stewart and Ranson (1994) differentiated the private and the public sector model and they felt
that the task of management of public domain defined negatively rather than positively. They
pointed out that a public sector organisation can and should have various relationships with the
public. Public demands, pressure and protest are the condition of the public domain but on the
other hand, it is not a necessary part in the private sector. They argued that political process can
be seen as an inherent feature and a basic condition of management in the public domain. But it is
quite absent in the private sector. They claimed that management in the public domain,
community values and concepts of public interest are considered strongly. The private sector is
concerned with demand for products at a price in the market but the public domain provides
services determined by collective choice. The public organisations are accountable to public at
large and to individuals but the accountability of the private organisations are found in the
market. Stewart and Ranson (1994) contended that in the private sector, the budget is prepared on
the basis of sales forecasted but in the public domain it is an act of political choice. However,
Antonsen and JØrgensen (1997) found that the borderline between the two sectors became ever
more blurred in the 1980s and 1990s. Various reforms initiatives in the public sector speeded up
this trend by ‘exporting’ public tasks to the private sector in the guises of contracting out,
privatisation, and setting up autonomous agencies distanced from politics, and ‘importing’
private sector management tools in the public sector.
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Table 2.1 provides a summary of the differences between private and public sector models.
Table: 2.1 Difference between private and public sector models
Private sector model
Individual choice in the market

Public sector model
Collective choice in the polity

Demand and price

Need for resources

Closure for private action

Openness for public action

The equity of the market

The equity of need

The search for market satisfaction

The search for justice

Customer sovereignty

Citizenship

Competition as the instrument of the market

Collective action as the instrument of the polity

Exit as the stimulus

Voice as the condition

Source: (Stewart and Ranson, 1994, p. 58)

Hoggett (1996) claimed that in the public sector there has been a substantial development in
performance management and monitoring which included audits, inspections, quality
assessments and reviews. Prothero (1996) also argued that the situations have changed and new
mechanisms and approaches have been developed in the public sector for the delivery of public
goods and services. These included: risk management strategies, operating in a more ‘businesslike’ fashion, focusing on results rather than processes, competition and cost recovery or user
pays systems.

Hopwood (1994) argued that continued economic restraint put pressure to improve efficiency in
management in the public sector and he observed that a renewed interest has developed to
implement private sector management practices in the public sector. The improved management
practices include planning and control, improved costing procedures, specific criteria for resource
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allocation, improved management information systems, investigation of administrative efficiency
and better audits. He mentioned that these improved management practices not only have assisted
in locating the inefficiencies of the past and ensuring that better performance is achieved in the
future, but also will make the public sector management and employees accountable for their
actions and decisions. Due to these efficiency and effectiveness measures, government
departments have introduced control systems such as those used in private sector. Nevertheless,
there is a renewed interest in adapting the private sector model to the public sector one. The
interest of the adaptation of the private sector model came by way of public sector reform linked
with new public management ideals. The next section provides a brief description about public
sector reform and the new public management principles.

2.4

PUBLIC SECTOR REFORM AND THE NEW PUBLIC
MANAGEMENT

Aulich et al. (2001) discussed reforming public sector management and presented three basic
models of the state which are: traditional administrative state, managerialist state and market
state. Aulich et al. (2001) mentioned that the first model focuses the traditional theory of public
administration, dominated by process, inputs, hierarchy and the use of public sector for service
delivery. The second model recognises management as a central operating principle and the focus
of the management is on results and outputs instead of process and inputs. In the third model,
competition is the dominant value, management focus is on outcomes and the role of private
sector has expanded. Table 2.2 summarises these models.
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Table: 2.2 Models of the state
Characterisation

Model 1:
Traditional public
bureaucracy

Model 2:
Public management

Model 3:
Market

Dominant values

Administration

Management

Competition

Management focus

Process and inputs

Results and outputs

Outcomes

Role of government

Provider

Provider

Enabler/purchaser

Structure

Centralised and
hierarchical

Decentralised

Networked, outsourced

State fiscal policy

Broad

Focused

Narrow; contracted
spending

Relative importance
of public and private
sectors

Public sector
dominant

Public/private shared

Private sector dominant

Source: (Aulich et al., 2001, p. 16)
In recent times the concept of the market state has been particularly influential and sometimes
this type of state, termed as ‘enabling state’, with its role transformed into an ‘enabling’
organisation, it delivers services through a range of government and non-government agencies
that have been contracted under some form of market process (Aulich et al., 2001).

Osborne and Gaebler (1992) differentiated the governmental position between service delivery
and policy making, and introducing market mechanisms instead of just service delivery function.
Hopwood (1994) pointed out that agencies of the state are being asked to account for their aims,
actions and achievements Now many more of their activities are being seen in quite explicit
economic terms and ‘value for money’ has entered the vocabulary of government (Hopwood,
1994; Harris, 1995).
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It has been observed that worldwide public sector reform processes have created a wide range of
changes in many different areas of service. Manning and Parison (2003) reviewed some
developments in public administration reform among selected 14 countries: The Russian
Federation government, Australia, Brazil, Canada, Chile, China, Finland, Germany, Hungary, the
Netherlands, New Zealand, Poland, the Republic of Korea, the United Kingdom, and the United
States of America. Their study summarised elements of reforms that were publicly stated by
governments in the 14 countries. These are: reducing government consumption; reducing
patronage; developing flexibility in employment contracts; improving monetary incentives;
improving service delivery; building public and private sector confidence; and improving
operational inefficiency and poor service delivery. These elements of reforms created a new
orthodoxy in the public sector, namely ‘new public management’ (NPM) (Hood 1991, 1995;
Dunleavy and Hood, 1994; Hoque 2005, 2008; Alam and Nandan, 2008).The NPM movement
has emphasised the value of market efficiency in the public sector and stimulated various
managerial reinventions (Moon, 2000; Tooley, 2001; Luke, 2008; Christiaens and Rommel,
2008).

Hood (1991) was the first to use the term New Public Management (NPM). He (1991, 1995)
explored changes in public sector financial management in a number of OECD countries over the
1980s linked to the NPM. He (1991, 1995) argued that NPM involved a different concept in
public accountability, with different patterns of trust and distrust and hence a different style of
accounting. He (1995) pointed out seven dimensions of change within this NPM and mentioned
the doctrinal components of NPM which are:(1) a shift towards corporatised units; (2) a shift
towards greater competition both between public sector organisations and between public sector
organisations and the private sector; (3) a move towards private corporate sector management
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practices; (4) greater stress on discipline and parsimony in resource use; (5) more emphasis on
visible hands on top management; (6) a move towards more explicit and measurable (or at least
checkable) standards of performance; (7) attempts towards output control.

In his doctrinal

components on NPM, Hood (1995) also showed some possible accounting implications, for
example: more cost centre units, identifying costs and understanding cost structures, private
sector accounting norms, more stress on the bottom line, more use of financial data for
management accountability, performance indicator and audit and broader cost-centre accounting.

Dunleavy and Hood (1994) argued that the term ‘new public management’ has proved to provide
fairly durable and consistent agenda and is a way of reorganising public sector organisations
which brings management, reporting and accounting approaches closer to the business methods.
They pointed out that NPM involves a shift in the basic design which consists of the following:
●

Reworking budgets to the transparent in accounting terms, with costs attributed to
outputs not inputs, and outputs measured by quantitative performance indicators

●

Viewing organisations as a chain of low-trust principal/agent relationships (rather
than fiduciary or trustee-beneficiary ones), a network of contracts linking
incentives to performance.

●

Disaggregating separable functions into quasi-contractual or quasi-market forms,
particularly by introducing purchaser/ provider distinctions, replacing previously
unified functional planning and provision structures.

●

Opening up provider roles to competition between agencies or between public
agencies, firms and not-for-profit bodies.

●

Deconcentrating provider roles to the minimum, feasible sized agency, allowing
users more scope to ‘exit’ from one provider to another, rather than relying on
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‘voice’ options to influence how public service provision affects them (Dunleavy
and Hood, 1994).
Therefore, according to new public management philosophy, management in the public sector is
not different from management in the private sector. Since 1980s the Australian public sector has
been dominated by the NPM principles and introduced private sector management practices. The
following section provides a brief outline on Australian public sector.

2.5

THE AUSTRALIAN PUBLIC SECTOR

The public sector in Australia includes all entities that are majority-owned and/or controlled by
Commonwealth, state or local governments. The public sector includes government departments,
which deliver traditional public services, and government-owned businesses (Australian
Treasury, 1990). These government organisations perform a wide range of functions and provide
a variety of services to the community. The nature of these organisations has been public utilities
providing transport, electricity and water supply services. Other public sector organisations
operating outside the public service framework include non-commercial broadcasting
organisations, government-supported education and research institutions, authorities oversighting
the marketing of primary production, and organisations providing licensing and regulatory
arrangements for those requiring professional or skilled trade qualifications (Australian Public
Service Commission, 2003). Parker and Guthrie (1993) and Guthrie (1995) mentioned that the
Australian public sector undertake activities in the public sector of both budget and non-budget
natures.
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Hughes (1998) presented the total picture of the Australian public sector. Hughes (1998) divided
the Australian public sector into two broad groups, the Commonwealth and state and local. The
Commonwealth sector is further subdivided into two groups, Commonwealth budget authorities
and non-budget authorities. On the other hand, the state sector is divided into state government
and the local governments. State government is compartmentalised by state budget authorities
and non-budget authorities. Hughes pointed out that the budget sector is also known as the
‘general government’. This sector includes those areas of government which are funded by
taxation rather than user charges. This budget sector provides non-market goods and services
such as defence, education, health and social security. Non-budget authorities are those public
enterprises which are engaged in selling goods or services to consumers similar to the private
sector. In both the Commonwealth and the state sector, these public authorities may receive loans
or advances from their respective governments but their receipts and expenditures are not shown
in the government’s own budget (Hughes, 1998).

Since 1980s a number of significant changes have been observed in the Australian public sector
which forced the Australian public sector to promote managerialist model and a focus on outputs.
The next section provides a description of public sector reforms and implementation of NPM
principles in Australia.

2.6

PUBLIC SECTOR REFORMS AND NEW PUBLIC MANAGEMENT
IN AUSTRALIA

The Australian government has been engaged in implementing a series of financial and
administrative reforms for more than 30 years. It began in 1970s and started with a set of
administrative law reforms. In the 1980s the Australian government introduced a set of ambitious
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managerialist administrative reforms (Dixon et al. 1996). Wilenski (1986) mentioned that
economic, social, political and managerial factors came together in the early 1980s to accelerate
the reform initiatives of the 1970s. Yeatman (1994) argued that as a creative and pro-active
agency of management, public sector has more to do than with just technical routines of
administration. In this context, the Australian public sector has been seen to move from an ethos
of public sector administration to public sector management (Hawke, 1990; Halligan and Power,
1992; Wanna et al., 1992; Parker and Guthrie, 1993). Public sector administration was
traditionally characterised in terms of administering the legislated functions of government
organisations. It was an authority-based administrative approach that was characterised by
bureaucratic structure and process model originally laid down by Max Weber. Over the last
decade in the Australian public sector, this approach has been supplanted by the managerialist
model with a focus on outputs (Parker and Guthrie, 1993; McKay, 2003; McPhee, 2005;
Halligan, 2009).

Dixon and Kouzmin (1994) also observed that Australia has gone through a process of radical
change from the early 1980s. They (1994) observed that in 1980s the public agencies were not
able to meet the contemporary community needs and as a result the reforms emerged. They
mentioned that the objective of these reforms was to make public managers:
●

more accountable for their activities;

●

more efficient and effective in their use of resources;

●

less discriminatory in their personnel management decisions;

●

more participative in their decision making styles; and

●

more customer –oriented in their service delivery.

To achieve the objective of the reforms the strategies involve:
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●

changes to budgetary arrangements, including introduction of the forward
estimates and accrual running costs systems;

●

implementation of program management and budgeting, with its emphasis on
objective setting and performance information;

●

commercialisation initiatives;

●

new arrangements for government business enterprises;

●

a government evaluation policy;

●

changes to the people management and industrial relations frameworks; and

●

new portfolio structures introduced with the 1987 machinery of government
changes (Sedgwick 1994).

Halligan (2004) argued that in addition to various administrative reforms since the 1980s the
different levels of Australian public agencies have implemented a series of financial reforms.
These financial reforms have also increased the sophistication and complexity of public service
financial management and provided a powerful tool for public sector resource management and
accountability (Barrett et al.1994). The Financial Management Improvement Program (FMIP)
was a major initiative in this context. The FMIP in the Australian public sector is discussed next.

2.6.1 Financial Management Improvement Program
Since 1983 the Financial Management Improvement Program has been central to the reform
program in Australia. Halligan (2009) argued that the FMIP dominated the reforms of the 1980s
as an initiative designed to produce more efficient use of resources. FMIP is the product of a
report on the efficiency and effectiveness of the civil service. A governmental inquiry committee
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was formed and John Reid chaired the Committee (Commonwealth of Australia, 1983). Reid
believed that private sector management techniques could be used in government to improve the
public sector (Zifcak, 1994). In the public sector, the leadership should be improved and
managerial authority should be developed. Zifcak (1994) further argued that principles of
accountable management should be introduced to ensure that performance was regularly
evaluated against approved goals, strategies and priorities. The major components of the program
were in the areas of forward estimates, the running costs system, portfolio budgeting and program
management and budgeting (Holmes, 1990; Ball, 1990; Shand, 1990). Barton (2009) argued that
the adoption of accrual accounting and budgeting systems was central to the program of
Australian public sector financial management reform over the past 30 years. Halligan et al.
(1992) claimed that FMIP was essentially an umbrella concept for a range of initiatives which
involved a standard managerialist line-up: corporate and program management, corporate
planning, program budgeting and performance evaluation. The program aimed to help managers
to focus on ‘managing for results’, rather than directing their efforts to inputs and processes in
order to obtain greater resource efficiency and effectiveness (Shand, 1990; Australian Public
Service Commission, 2003).

Barrett et al. (1994) reported same finding about FMIP in their study. They discussed the role of
financial management in Australia and mentioned that financial administration provides a
powerful tool for public sector resource management and accountability. They pointed out that
public sector financial management works on two levels. At the macro level management covers
total public service, and at the micro level, it includes portfolio, program or project activities. The
main objective of financial management at macro level is to support economic management and
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the main objective of micro level management is to provide government goods and services. At
each level there are two basic tasks of financial management:
1. The allocation (control) of public resources (staff, equipment, consumables, etc.)
2. Inspection that the resource allocations meet certain standards.
Table 2.3 provides a summary of financial management reform in Australia which includes
macro resource control, macro accountability, micro resource control and micro accountability.
Table: 2.3 Financial Management Reform in Australia
Macro resource control (limit total expenditure)
● forward estimates process
● expanded role for Department of Finance (DoF)
● Expenditure Review Committee
● efficiency dividend
● budget estimates (line, program & portfolio)
Macro accountability (hold departments to financial limits)
● DoF & Treasury scrutiny
● actual budget expenditures (line, program & portfolio)
Micro resource control (free existing public resources for policy initiatives)
● running costs system
● budget estimates (line, program & portfolio)
Micro accountability (probity, efficiency, effectiveness)
● actual budget expenditures (line, program & portfolio)
● asset registers
● performance indicators and auditing
● accrual accounting
● Australian National Audit Office audits
● departmental annual reports and evaluations
●Parliamentary inquiries

Source: (Barrett et al., 1994, p.51)
Barrett et al. (1994) mentioned that micro accountability is an attempt to check that the micro
management decisions meet standards of probity, efficiency and effectiveness. On the other hand,
macro control manipulates aggregate government expenditures which provide economic benefits,
for example price stability and employment generation. Barrett et al. (1994) added that macro
accountability highlighted checking that aggregate expenditure meets budget targets. They
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explained that while the outcomes of the financial management reforms were not always clear
and consistent, there were significant improvements in public sector effectiveness, efficiency and
probity. The FMIP is still influential in the broad framework of continuing reform and renewal
and ‘managing for results’ can be considered as the central focus of the service and a key
component of leadership development (Australian Public Service Commission, 2003; Parliament
of Australia, 2010).

Halligan (2009) pointed out that a new stage of reform became apparent in the 1990s. At this
stage Australia had increasingly accepted the need for market-oriented reform. Halligan (2004,
2009) noted that by the mid-1990s, market principles were the central element and competition
and contestability became the currency of reform. Hoque and Moll (2001) mentioned that a range
of social, economic and technological pressure was responsible for forcing the governments to
become more effective, efficient and accountable for the use of publicly generated funds. The
major catalyst for change of Australian public sector organisations has been the National
Competition Policy (NCP). The next subsection discusses the National Competition Policy.

2.6.2 The National Competition Policy
National Competition Policy (NCP) has been considered as one of the major driving forces for
change of the Australian public sector organisations. The themes of NPM became firmly
established within the Australian public sector through the NCP (Rose and Waterhouse, 2004).
In October, 1992, the then Prime Minister, Paul Keating commissioned an inquiry committee
headed by Professor Hilmer into the need for a national policy aimed at “promoting and
maintaining competitive forces to increase efficiency and community welfare, while recognizing
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other social goals” (Independent Committee of Inquiry into a NCP, 1993). In late 1993, the
Hilmer report was brought down. Hilmer suggested a radical departure from traditional
Australian ‘state socialism’ and mentioned that the intention was to remove state-based
impediments to the creation of competitive national markets (Gerritsen, 1997). Independent
Committee of Inquiry mentioned that “Competition offers the promise of lower prices and
improved choice for consumers and greater efficiency, higher economic growth and increased
employment opportunities for the economy as a whole” (Pascoe, 1994). Ernest (1999) also
mentioned that the NCP acts as a herald to public sector change which include:
●

a profound shift in the ethos and culture of the public sector: the models of
‘government as business’ and ‘competitive government’ will become pervasive,
and public sector agencies will be driven by broadly similar perspectives,
imperatives, and incentives as the private sector;

●

major structural changes to public institutions: manifested firstly and most
obviously in the disaggregation and breaking up of integrated public utilities into
separate competing businesses, with the private sector progressively becoming
involved; and secondly and less visibly, in the creation of the so-called purchaserprovider split across the public sector, aimed at promoting market or quasi-market
conditions and at securing ‘competitive neutrality’;

●

new directions in service planning and provision: expressed in the movement out
of direct service provision, with greater emphasis on contract management, and in
the different approach taken to social policy and equity issues (where, in essence,
they will be separated out from ‘core business functions’ and externalised as
community service obligations); and
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●

liberalisation of employment practices: with a probable loss of public sector
employment, a drive for greater ‘flexibility’ in employment conditions, leading
ultimately to the contractualisation, and in many instances the casualisation of
labour (Ernest, 1999).

The NCP suggested that if the public sector entities are to become more economic, efficient and
effective they should be operating according to the same commercial principles as applied in the
private sector (Hoque and Moll, 2001). Implementing the private sector tools in the public sector
also requires developing the new management focus. The reform of the Australian public sector
was guided by this new philosophy of ‘managerialism’, the next subsection discusses the
elements of managerialism.

2.6.3 Managerialism
Parker and Nethercote (1996) observed that since the 1970s the worldwide changes in the
functions and organisations have affected the perceived role of senior government officials.
Australia was not an exception to this trend. The interesting insight Parker and Nethercote (1996)
provided in their study is that these trends became manifest in the renaming of officials and their
functions from ‘administrators’ to ‘managers’ or ‘executives’ and using the term ‘management’
in the place of ‘administration’. They mentioned that this change in vocabulary reflected a
leading theme of governmental change during the 1980s: the drive to introduce private-sector
management techniques. Parker and Nethercote (1996) further mentioned that most has been
concentrated on changes in organisational structures and practices labelled ‘managerialism’.
Pollitt (1993) argued managerialism as a set of beliefs and practices which will prove an effective
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solvent against economic and social ills. Pollit (1993) further observed that managerialism has
become a more prominent component in the right-wing government approach towards public
services.

It has been observed that public sector reforms that took place in Australia during the 1980s were
dominated by the philosophy of ‘managerialism’ (Paterson, 1990; Parker and Guthrie, 1993;
Potter, 2002; Halligan, 2009).This philosophy influenced the changing character of organisation,
management, accounting, auditing and accountability in the public sector. The new managerial
philosophy promoted in the Australian public sector included corporate planning, responsibility
centres, a class of top managers called the ‘Senior Executive Service’, performance targets for the
departments or their managers, contracting out, commercialisation and privatisation of public
sector activity. Dixon et al., (1998) explored the meaning of managerialism and identified the
challenges and threats. They described the key concepts of Managerialism as:
●

placing emphasis on policy management and implementation;

●

stressing efficiency, effectiveness and quality in the management of public
resources;

●

advocating the use of private-sector management practices in the public sector;

●

seeking to diffuse responsibility and to devolve authority;

●

shifting public accountability focus from inputs and processes to outputs and
outcomes; and

●

preferring to create, wherever possible, a competitive public management for the
public agencies who are providing government services (Dixon et al., 1998).

In addition to Managerialism, another central element of these reforms is commercialisation,
which is explained in the next sub-section.
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2.6.4 Commercialisation
Commercialisation of the public sector has been defined as a “process where markets are
established for selected public sector goods and services in order to increase competitive
pressures on suppliers” (Australian MAB-MIAC, 1992). Wettenhall and Beckett (1992) define
commercialisation in a same way. According to them (1992) commercialisation of the public
sector is the process of subjecting public activities to the disciplines of the marketplace which
follows business like approach. Business approach can be achieved through a more efficient
allocation of resources, increased management devolution, improved accountability, more
exposure to market forces, and the marketing and delivery of services in a businesslike manner
(Dunning, 1993). Dixon and Kouzmin (1994) observed that in 1990s commercialisation has
flourished within the public sector at all levels of Australian government and it created a unique
set of organisational needs for new public agencies. The needs are:
●

public agencies to become more entrepreneurial while maintaining their
organisational integrity and their high professional and technical standards;

●

enhancing public agencies’ ability to generate the changes necessary to achieve a
commercial orientation;

●

enhancing public agencies’ desire to grapple with the changes necessary to
achieve commercial orientation (Dixon and Kouzmin, 1994).

Brown et al. (2000) argued that commercialisation may be concerned both with delivering
services on a commercial basis to increase efficiency through competitive mechanisms and with
reorienting budgetary processes and fund regimes to a more commercial focus to achieve cost
savings. They (2000) further argued that it is a compromise between a traditional style of public
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administration and marketisation in the form of privatisation, contracting-out and contestability.
Kelaher (1991) also felt that contracting out government services to the private sector is one way
of commercialising the public sector. If it is managed carefully by the public sector managers,
contracting out can be one way of reducing costs and improving productivity. Kelaher (1991)
mentioned that in Australia contracting out the government services to the private contractor is
not a new idea. Federal, state and local governments contracted out selected services for many
years.

However, Halligan et al. (1992) observed that the term ‘commercialisation’ is ambiguous; it has a
number of different meanings and has been applied in a number of different contexts. They used
the term to denote the commercial practices of private sector adapted by the government
departments. Halligan et al. (1992) mentioned that the list of practices introduced under
commercialisation has varied over time and it has consisted of improvements in asset
management and cash management practices, purchasing reforms, risk management and the
introduction of user-charging.

Dixon et al. (1996) also critically evaluated the commercialisation of the Australian public
service (APS) and the accountability of government. They pointed out that in the 1980s the APS
introduced a set of ambitious managerialist administrative reforms which made the APS more
decentralised, authoratitative, responsible and enhanced performance and accountability. Dixon
et al. mentioned that these factors which constructed the base of commercialisation of the APS.
They used the term ‘commercialisation’ to denote two sequential but interrelated processes. The
first process involves marketisation, which is the creation of contestable or competitive markets
for the goods and services produced by the APS. The second process involves the organisational
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re-engineering which they described as the adoptability of these marketisation pressures. They
mentioned that commercialisation depends on some conditions and these are:
●

market competition is permitted or expected;

●

cost recovery is required or permitted;

●

non-commercial goals have to be made simultaneously;

●

Budget supplementation is proceeded to APS clients; and

●

Revenue retention is permitted (Dixon et al., 1996).

Another related issue of reforms in the Australian public sector is corporatisation, which is
discussed in the next sub-section.

2.6.5 Corporatisation
Hughes (1998) mentioned that corporatisation is a program of change to the management and
structure of public enterprises, by which the public enterprises are more like private firms in all
aspects except ownership. From around 1980s onwards in the OECD countries a large number of
government enterprises were converted into various forms of company (Zuna, 2001). The
characteristics of these companies were public in a sense that they were either part or owned by
the state and second they perform the commercial activities. Zuna (2001) also observed that the
primary motive of corporatisation was to improve the efficiency. Wettenhall and Beckett (1992)
observed that in Australia the term corporatisation was widely used in discussions on
administrative reform during Prime Minister Hawke’s third government. Wettenhall and Beckett
(1992) also mentioned that it had specific organisational connotations: it involved passing
activities to bodies which satisfied tests of corporate status.
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In addition to the above elements of reforms in recent years a new form of reform agenda in the
Australian public sector emerged to examine overall economic performance called ‘Operation
Sunlight’ (Halligan (2009). It is discussed in the next sub section.

2.6.6 Operation Sunlight
‘Operation Sunlight’ is the new reform agenda of the new Labour government in Australia
elected in 2007. It is an agenda to promote good governance practices and to improve budget
transparency. It is derived from a critical examination of the existing outcomes and outputs
framework. The then Senator Andrew Murray prepared the report containing the review of
budget transparency issues. In December 2008 the Federal government released the document
with the government’s response. The report contained 45 recommendations. The then Minister
for Finance and Deregulation, Lindsay Tanner, said: “The Government has considered Andrew
Murray’s recommendations, the vast majority of which we are either taking up in their entirety or
incorporating the underlying themes into other initiatives” (Tanner, 2008). Some of the
recommendations which are now incorporated under Operation Sunlight include:
●

The Government will require agencies to report expenditure and non financial information
at the program level in their portfolio Budget Statements from the 2009-10 Budget.

●

Further transparency on the use of Special Accounts will be provided through the
inclusion of a register and the provision of financial estimates in Budget Paper 4 from the
2009-10 Budget. This will complement the end of financial year audited financial
information that is already reported to Parliament.

●

The current practice of providing funding for depreciation will be phased out from the
2009-10 Budget.
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●

Agencies will implement newly devised or revised outcome statements for the 2009-10
Budget to provide more meaningful descriptions of the outcomes that are to be achieved
from Government programs (Tanner, 2008).

During the 1980s Australia rejected traditional administration which was replaced by reforms
based on management. In the 1990s new agenda emerged centered on competition and
contestability, contracting out, client focus, application of purchaser/provider principle (Halligan,
2009). In 2000 integration and performance phase emerged and the focus is on attaining more
effective performance management (Halligan, 2009). From the above discussion it is observed
that the Australian government has embarked on a wide range of reforms in the public sector and
the aim of these reforms is to achieve a performance culture within the public sector. These
reform initiatives provided a context for the present research. The next section presents this
context.

2.7

CONTEXT FOR RESEARCH

In the previous section reform initiatives in the Australian public sector have been discussed and
it is noted that the Australian public sector has embarked on a massive reforms linked to new
public management. The process of reforms forced the Australian public sector to move towards
the managerial revolution. This revolution meant moving away from traditional administrative
approach to the control of public sector utilities and services (Broadbent and Guthrie, 1992). The
objective in implementing the control mechanisms were to ensure better implementation of
accountability, better linkage of financial flexibility, better performance and better management
information (Barrett et al., 1994). Therefore, these reforms have strong links to management
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control systems. Management control literature shows that these control mechanisms are defined
and explained in the private sector context. In recent times public sector organisations have been
increasingly adopting theses control mechanisms. It is based on the premise that greater
efficiency and lower costs can be achieved by applying these private sector practices in public
sector service delivery too. For this reason, a study of implications of management control
technologies in the public sector have been chosen for this thesis and the context is the
implementation of new public management ideals in the Australian public sector. A government
department in the Australian Capital Territory was chosen as the research site for this study. By
enhancing our understanding of management control systems within this public sector
organisation, this research will provide a better understanding of the management control
mechanisms of the public sector organisation in the context of implementing new public
management ideals. The next section presents the aims and objectives of the research.

2.8

AIMS AND OBJECTIVES OF THE RESEARCH

It has been observed that various social, organisational and cultural changes that occurred in the
Australian public sector forced the traditional public sector to implement private sector
management control technologies. In this context, the specific aims and objectives of this
research are:
1.

To explore how new public management ideals were implemented in the
researched organisation.

2.

To explore the ways of adoption of private sector style management control
systems in the researched organisation.

3.

To assess the present status of the researched organisation after implementing
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these control systems.
The following section presents the research questions of the present study.

2.9

THE RESEARCH QUESTIONS

Many authors have defined management control systems in many ways and as a result different
typologies of management control have evolved to define management behaviour. For example,
Anthony and Govindarajan (2007) mentioned that in all organisations managers are engaged in
two important activities. One is planning and the other is control. Planning is deciding what
should be done and how it should be done. Control ensures that the desired results are obtained.
The authors identified three different types of planning and control process in most organisations.
These are: strategic planning, operational or task control and management control. Strategic
planning is the process of deciding on the goals of the organisation and on the broad strategies
that are to be used in attaining these goals. Operational or task control is the process by which
specific tasks are carried out effectively and efficiently, and between these two types of planning
and control processes is the process called management control. In this process goals and
strategies arrived at in the strategic planning process are accepted and implements these
strategies.

Merchant and Van der Stede (2012) mentioned that management control includes all the devices
or systems that managers use to ensure that the behaviours and decisions of their employees are
consistent with the organisation’s objectives and strategies. Merchant and Van der Stede (2012)
argued that from a management control perspective, strategies should be viewed as useful, but
not absolutely necessary, guides to the proper design of a management control system. Merchant
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(1982), Groot and Merchant (2000), and Merchant and Van der Stede (2012) identified three
types of management control systems: results control, action control, and people/ cultural control.
Result controls hold individuals or groups accountable for accomplishing a particular outcome
and in many situations, are linked to extrinsic rewards. Results control creates meritocracies and
in meritocracies, rewards are given to most talented and hardest working people. Action controls
are the most direct form of management control which involves taking steps to ensure that
employees act in the organisation’s best interest. The three major types of action controls include
behavioural constraints, preaction review and action accountability. Behavioural constraint is a
negative form of action control. They make it impossible or at least more difficult for employees
to do things that should not be done. It can be applied in two ways. One is physically, which
includes locks on storage areas, computer passwords and the other is administratively by
separating duties, imposing restriction in decision making and expenditure approval power.
Preaction review is the scrutiny of the action plans of the employees being controlled. Preaction
review comes in many forms. A common form is the requirement of approvals for expenditures.
Other examples are operational and capital budget approval. Action accountability includes
communicating rules, observing or tracking what happens and rewarding actions and punishing
actions that deviate from the acceptable. Cultural controls are designed to encourage mutual
monitoring. It is a powerful form of group pressure on individuals who deviate from group norms
and values. Important methods of shaping culture in an organisation are codes of conduct, group
rewards, transfer etc. People control is built on employees’ natural tendencies to control and/or
motivate them. The methods of implementing people control may be selection and placement of
employees, training, and provision for necessary resources. People control system is a part of
cultural control system in a wider setting
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Simons (1995) defined management control systems as the formal, information-based routines
and procedures that managers use to maintain or alter patterns in organisational activities. Simons
identified four basic levers of management control: beliefs, boundary, diagnostic and interactive
control systems. A beliefs system is a formally communicated and systematically reinforced set
of explicit organisational definitions. It includes basic values, purpose and direction of the
organisation. A formal belief system is created and communicated through credos, mission
statements, and statement of purpose. Simon’s beliefs system is comparable with Merchant and
Van der Stede’s (2012) people control. Boundary systems delineate the acceptable domain of
activity and establish limits, based on defined business risks, to opportunity-seeking. Boundary
systems correspond to Merchant and Van der Stede’s (2012) action controls. Simon’s third lever
of control systems is diagnostic control systems. Simon defined it as the backbone of traditional
management control and it is designed to ensure predictable goal achievement. Formal
information systems are what managers use to monitor organisational outcomes and correct
deviations from present standards. These systems are similar to Marchent and Van der Stede’s
(2012) results control. Simon’s last lever of control is interactive control systems which stimulate
search and learning, allowing new strategies to emerge as participants throughout the
organisation respond to perceived opportunities and threats and many systems can be used
interactively.

It can be seen that management control systems is a broader concept which includes different
components and used for varying purposes. Berry et al. (2009) reviewed the recent literature of
emerging themes in management control based on recently published research. They classified
the themes into several groups: decision-making for strategic control, performance management
for strategic control, control models for performance measurement and management,
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management control and new forms of organisation, control and risk, culture and information
technology. Though a significant body of literature exists on management control research, Berry
et al. claim that management control research has been conducted from a narrow focus, usually
on formal financial controls, with the omission of social control, clan control, culture and context.
Otley et al. (1995) also expressed the opinion that management control has primarily been
developed in an accounting-based framework which has been unnecessarily restrictive.
Abernethy and Brownell (1997) argued that accounting information is limited to the exercise of
control based simply on outputs and ignores its potential role as a form of behaviour control. On
the other hand, Picard and Reis (2002) argued that most accounting research addresses
management control issues, which focuses on controlling people rather than strategy formulation
or tasks. Parker (1986) pointed out that accounting control have followed and lagged
developments in the management literature and criticised accounting models of control for
offering only imperfect reflections of management models of control. Therefore, organisations
will need to design their control systems around a variety of non-accounting controls (Rockness
and Shields, 1988; Foster and Gupta, 1994; Abernethy and Stoelwinder, 1995). Abernethy and
Brownell (1997) argued that non-accounting controls, specially personnel forms of control,
contribute to organisational effectiveness, particularly where task characteristics are not well
suited to the use of accounting based controls.

From the above discussion it seems that the key focus of management control research is on
financial control and little attention has been paid on the social or cultural components of control.
However, management control continues to be a fertile field of research development (Berry et
al., 2009). No empirical study has yet been conducted incorporating all of these control
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components. The present research addresses this gap and will include culture, people, tasks or
actions, and financial as well.

Berry et al., (2009) found that during the last two decades, the concept of ‘new organisational
forms’ has gained currency and transformation is more prevalent in some sectors, specially in the
public sector. These authors claimed that from the 1980s onwards, new public management
reforms have introduced into public sector organisations managerial processes from the private
sector. These reforms open the door to more dynamic, action research type activities to observe
the consequences of management control systems design and its use over a period of time
following a change. In the light of reforms in the Australian public sector over the last 30 years,
this thesis explores the functioning of management control systems in a governmental department
in Australia.

The study will seek answers of the following research questions:
1.

In what ways have the new public management ideals implemented in the researched
organisation?

2.

How have private sector management control technologies become embedded in the new
financially and managerially oriented selected public sector organisation? Specifically,
(a)

How has the researched organisation adopted private sector oriented results
control systems within their organisation?

(b)

In what ways are management control systems linked to the organisational actions
of the researched organisation?

(c)

How have management control systems contributed to and shaped new
organisational culture within the researched organisation?
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Berry et al., (2009) suggested that much more case research is necessary to yield insights into
how organisation can develop effective rules and procedures and encourage managers to act
flexibly, share information and create opportunities for learning. Taking into this view and to
address the research questions the present research was conducted through a case study.

2.10

JUSTIFICATION OF THE RESEARCH

Mouritsen (2005) claimed that accounting change literature pays too little attention to the
multiple forms of change and transformation that accounting and management control systems
are involved in. In Australia, several accounting and management control studies have been
conducted on reform in the public sector (for example, Gurd and Thorne, 2003; Mir and
Rahaman, 2006; Gurd, 2008; English et al., 2010; Moll and Hoque, 2011). It has also been
observed that public sector entities are increasingly adopting private sector management control
technologies. A wide range of literature presents pre-and post-reform statuses of public sector
organisations.

All of these studies are related with public sector organisations that were

established before the reforms started. Researchers, for example, studied organisational changes
from state ‘A’ to state ‘B’ and compared the changes from state ‘A’ to ‘B’. However, the
changing pattern using management control technologies has not been studied in depth in a new
governmental department context so far. For a new organisation, there is no ‘A’ to ‘B’ situation
and the experiences of these new organisations are unknown. Therefore, there is a gap, and that is
where this study is going to contribute some insight. The study of management control systems in
a new governmental department has been chosen for this thesis. This study is thus an endeavour
to close this knowledge gap which will benefit accounting and management control literature.

46

This study will also benefit accounting and management control practice. Accrual accounting and
budgeting systems was central to the Australian public sector financial management reforms
program. In practical terms, this study could indicate whether these reforms are accounting-led
model of control which promotes greater efficiency, effectiveness and accountability.

The primary objective of for-profit organisations is to maximise shareholders’ wealth or the value
of the firm. In for-profit organisations result control mechanisms are used to measure
organisational performance. But, in a not- for-profit organisation, specifically in a government
organisation, it is difficult to assess performance as there is no single quantitative bottom-line
performance indicator. The provision of quality service to the citizens cannot usually be
measured in concrete financial terms accurately. Taking this observation into account, the present
study will also explore how a government organisation measures performance. Hence, the present
study will contribute to the knowledge in the public sector management control area.

Modell (2004) argued that public sector organisations have recently come under increasing
criticism for placing too much emphasis on financial control. This thesis will examine the
implementation of management control systems in a governmental department which includes
financial, administrative, and cultural aspects. In this sense this thesis has adopted a
comprehensive approach and will add new knowledge to the existing literature.

The research findings are also expected to add knowledge to other public sector organisations
who are interested in adopting private-sector style management control systems as their control
devices. Now-a-days, these control devices are relevant to public sector organisations because
these public organisations are facing a significant reduction in government funding, at the same
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time facing increased demand for quality services from the community. It has been observed that
new public management has attempted to impose these private-sector types of control techniques
in the public sector. The basic difficulty with adopting a private-sector approach in public sector
is that the private sector has a different objective, i.e. profitability or bottom line. This objective
is absent in most public sector organisations. In place of profitability, public sector organisations
have a definite set of accountability mechanisms. This study will try to explore these issues. In
this way, it is expected that this study could be useful to public policy makers who are engaged in
formulating new public sector policies.

2.11 CONCLUSION
In this chapter, various elements of the reform initiatives of the Australian public sector have
been introduced as background to this research. It was observed that reforms initiatives had fairly
durable and consistent agenda. It is a way of reorganising public sector organisations which
brings their management, reporting and accounting approaches closer to business methods and is
more precisely termed as new public management. By implementing this new management
approach the Australian public sector is more decentralised, authoritative, responsible and
enhanced performance and accountability oriented. These are the factors that constructed the base
of commercialisation and corporatisation in the Australian public sector. In the light of these
wide-ranging reforms and implementing new public management ideals to the Australian public
sector, this thesis identifies and explores the adoption of private-sector style management control
technologies that have been introduced in a public sector organisation in the Australian Capital
Territory. The next chapter focuses on the literature survey of changes in the public sector related
with new public management and management control issues.
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CHAPTER THREE
LITERATURE REVIEW
3.1

INTRODUCTION

The objective of this chapter is to discuss the literature related to the topic of study. Marshall and
Rossman (2006) argued that literature review demonstrates the underlying assumptions behind
the general research questions. The research questions being addressed in Chapter Two it is now
appropriate to review the relevant literature. This chapter addresses issues arising from the
development of the research question of this study in Chapter Two. Cooper (1989) mentioned
that a literature review is an attempt to integrate what others have done and said. It is mentioned
in the previous chapter that this thesis is about the management control systems of a new
governmental department. It is important to mention that management control system is a vast
area for study and there is substantial literature on the area. A more extensive organisation studies
literature exists on changes in the public sector related with new public management too which
may provide wider insights in to the issues. But it has also been observed that the literature on
management control systems in the public sector specially in a new governmental department is
small. However, this literature may still provide insights into the questions of the processes of
rationalization and their links to control systems in a governmental department. Hence, the
present study will contribute to redressing this by focusing on the adoption of management
control systems in a governmental department in the context of new public management
initiatives. This thesis is on the Australian new public management context; therefore, the
literature related to Australian new public management context will be discussed separately from
the literature of other countries.
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The chapter is organised as follows: Section 3.2 briefly illustrates study findings in the literature
surveyed of changes in public sector linked to the New Public Management. Section 3.3 outlines
study findings on implementing management control systems in the changing environment both
in private and public sector. Section 3.4 concludes the chapter.

3.2

CHANGES IN THE PUBLIC SECTOR AND THE NEW PUBLIC
MANAGEMENT

In Chapter two it was mentioned that over the last two decades the world has witnessed a wide
range of financial, organisational and managerial reform in the public sector of many countries.
NPM ideals have played a major role in this reform drive. A large number of research studies
concentrated on the implementation of this new ideal in different countries and levels of the
public sector. This section briefly focuses on a literature review of studies related with the
changes in the public sector in different countries linked to NPM.

3.2.1 Changes in the public sector and the new public management : An
international perspective
It is important to mention that changes in the public sector constitute a vast area for research and
substantial literature exists on the topic. This review will not deal with all of them, but only focus
on works related with the objectives of the present study. The period selected for review is from
early 1990s to the present. This time period was selected because although public sector reform
in many countries occurred in late 1980s, the literature on reforms was made available later from
early 1990s. The following paragraphs present a brief review of the literature that have
emphasised the changes in the public sector from an international perspective.
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Ritz and Sager (2010) observed that in Switzerland the NPM reform wave took off in the early
1990s. They pointed out that the major features of NPM in Switzerland are by way of
performance contracts, decentralised budget, product group structure, and controlling resources.
They claimed that the Swiss version of NPM also has a very strong political aspect. It is not only
the executive that is supposed to steer it but also includes the legislature, which is provided with
the means to govern by outcome.

Barzelay and Gallego (2010) published an article that presented a comparative historical analysis
of public management policy cycles in France, Italy and Spain. They argued that reform
processes and choices are seen to be influenced by combination of factors, including shifts in the
direction of economic policy choices, political and policy inferences drawn from earlier reforms
and public policy subsystems. They claimed that political will is seen as implicated in a more
complex narrative of public management’s policies and policymaking.

Siddiquee (2010) wrote a paper dedicated to understanding the public management reforms in
Malaysia. He analysed Malaysia’s shift towards result-based management and pointed to two
areas of public sector budgeting and human resource management. The findings of the study
showed that although Malaysia has introduced result-based public management, the
implementation of this new approach is far from satisfaction.

There has been research evidence that the introduction of accrual accounting does not improve
public sector efficiency. For example, Elwood (2009) found that accrual accounting did not fit in
the public sector. Elwood (2009) reviewed accounting technologies used over recent decades in
the National Health Service of the UK. The study argued that the overview of accounting
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technologies in context attempts to draw out some of the deficiencies or apparent mismatches in
accounting technologies and public service reforms.

However, Christensen and Rommel (2008) showed that accrual accounting does have some
efficiency benefits for government business activities. They pointed out that there has been a
radical wave of organisational, managerial and accounting reforms in many countries. NPM has
played a major role in these reforms. They observed that this new management approach forced
the governments to abandon traditional cash accounting system and introduce accrual accounting
system that was transferred from the profit sector. The authors argued that this move was
expected to increase accountability and to improve management tools.

Groot and Budding (2008) reviewed current issues and future prospects of NPM. They asked a
group of 105 practitioners actively involved in Dutch and Belgian government and non-profit
organisations about the appreciations of NPM reforms and the future developments. They found
that most of the respondents were actively involved in NPM reforms. They argued that a good
number of NPM reforms were related to the improvement of planning and control of
governmental and non-profit entities. They further argued that an important aspect of NPM is the
idea to replace traditional cash accounting by accrual accounting principles for financial reporting
purposes. They concluded that NPM reforms has been done in rearranging organisational
relations and improving accountability and expected structural arrangements between public
sector entities to become even more complex and multi-structured in the near future.

Andersen (2008) reviewed the impact of public management reforms on student performance in
Danish schools. Anderson observed that greater focus on evaluation and performance is one of
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the most central aspects of these reforms during the last 20 years. The findings of this study
revealed that very small effects on performance measured as average exam scores. However, the
students with low socioeconomic status performed worse at reforming schools than at similar
non-reforming schools.

Anessi-Pessina and Stecolini (2007) examined the effects of budgetary and accruals accounting
coexistence in Italian local governments. They pointed out that over the last decade many
countries have introduced accrual accounting at the governmental levels as a component of wider
public sector reforms. However, their study showed that it did not fit in the public sector.

Haque (2007), revisiting NPM in his study, argued that NPM had become one of the most widely
discussed models of public sector reform. He observed that the significant features of this model
are organisational restructuring which primarily involved downsizing the public sector,
introduction of market-type mechanisms including privatisation, contracting out and introduction
of user charges, a greater emphasis on performance measurement and indicators, and importing
commercial values from the profit sector. He also described the consequences of this model and
identified that many public sector outputs and outcomes were not suitable for precise and
accurate measurement and outcomes can be affected by certain unaccounted external factors and
some basic principles of service delivery.

Rondeaux (2006) reviewed the reforms in the Belgian federal administration. He mentioned that
it belonged to NPM or new managerialism. He claimed that this reform involved substantial
changes in both organisational and human resource management and a new frame of values
including respect, communication, integrity, efficiency and personal development.
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Moynihan (2006) evaluated the reform programs of state governments in the United States. The
study argued that state governments had enthusiastically embraced the idea of managing for
results. Moynihan claimed that it represented a victory of NPM policy ideas transported from
New Zealand, The United Kingdom and Australia. The findings of the study revealed that state
government had adopted strategic planning and performance measurement but were less
successful in implementing reforms that would enhance managerial authority.

Broadbent and Laughlin (2005) examined the role of private finance initiatives in the UK
government’s modernisation agenda. They defined modernisation using an analysis of the UK
government’s legislation and pronouncements framed in the context of ‘New Public Financial
Management’. They used the example of health care to consider the changes in the procurement
and accounting for infrastructure investment.

Kellough and Nigro (2005) studied the transformation of civil service system in the state of
Georgia, USA. They found that a new performance management and pay-for-performance plan
was introduced and authority for personnel was significantly decentralised. They explored the
impact of public service reform on the attitudes of employees. They observed generally negative
views toward the array of changes in the state’s personnel policies.

Venieris and Cohen (2004) studied accounting reform in Greek universities. They argued that
reforms in the public sector had traditionally been faced by resistance and problems. They
examined the context within which the reforms took place and the phases it went through. They
claimed that the reforms had not seriously progressed even though it was started in 1996.
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Brown et al. (2003) studied change management practices in the public sector and pointed out
that during the last two decades, the public sector has come under increasing pressure to improve
performance and demonstrate greater transparency and accountability. They pointed out that
these pressures forced the public sector organisations to adopt corporate change strategies and
many of these practices were borrowed from private sector. They further argued that to meet the
challenges of the global economy and the increasing public demand, public sector organisations
have been required to transform.

Worrall et al. (2000) measured the extent of organisational change affecting UK managers and
also explored the scale and impact of organisational change on managers in the public sector, the
(former public) utilities and the private sector. They found that the scale of change was highest in
the utilities sector followed by the public sector and then the private sector. They further argued
that organisational change in the public sector and the utilities was found to have been more
driven by a cost reduction ethos, with redundancies, outsourcing, delayering, using contract and
temporary staff and site closure. They pointed out that the impact of organisational change in the
public sector radically reduced managers’ sense of loyalty, motivation, morale and job security.
They suggested that there was a greater need to re-educate politicians and senior managers in the
public sector to be able to understand the human implications of the management styles and their
actions. They mentioned that public sector mangers also needed to be better trained to implement
change without destroying their colleagues’ morale, motivation, loyalty or sense of job security.

Doyle et al. (2000) conducted a survey to explore the experience and perception of organisational
change. The respondents were 92 middle and senior managers, from 14 public-sector and 14
private-sector organisations in the Midlands of the UK. Their research showed that most
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managers think change responsibility affords valuable personal learning. They also pointed out
that the change had been accompanied by stress, work intensification, command and control and
management-employee distrust. They made a comparison between the change experience of the
public and private sectors and observed that change in the public sector was more pressured than
in the private sector. They recommended that establishing specific organisational learning
mechanisms could contribute significantly to improvements in both the process and outcomes of
the organisational change implementation process.

White (2000) examined management of change in public sector organisations operating in a
turbulent environment. He mentioned that in the UK it is now not a matter of reform to just
contract out services to the voluntary and/or private sector, the public sector organisations were
facing challenges and find themselves in a cyclone of change as they try to adopt to the turbulent
environment. In order to bring about these changes, he suggested that public sector organisations
needed to involve users or consumers, define what is an effective service, manage multiple
perspectives, address conflicting values and ensure that there is an accountable governance
structure in place.

Hadi and McBride (2000) studied the commercialisation of public sector information within UK
government departments. They mentioned that the public sector produced a vast amount of
information in a variety of forms. These were legislative papers, maps, public advice documents,
reports and statistical summaries. They argued that public sector organisations could sell census
data, business registration, vehicle registrations, and electoral data to the third parties. They
claimed that these government information materials may be tradeable and its value was only
established when it is actually traded at its market price. They observed that the UK
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governmental departments who were involved in information trading priced to cover the cost of
publishing but did not take into account the inherent market value of the information. They
suggested changing the attitude from public service delivery to marketing as agents and the
effective management of marketing agents should be based on incentives rather than direct
control through reporting and monitoring.

Maor (1999) conducted a comparative analysis of changes in senior officials’ tenure security and
protection from external competition in Australia, New Zealand, Canada, the United Kingdom,
Austria and Malta between 1980 and 1996. He mentioned that NPM had shown a remarkable
degree of consensus among the political leadership and opinion makers of various countries
about the desired nature of change. He added that change was primarily organisational and its
goal was to strengthen management capacity in government operations. He observed that the
political leadership that came into office in the mid-1980s and 1990s in many Western
democracies were engaged in these change process. He summarised these changes as: first, a
change from hierarchical to economically based structures; second from regulative to
economically based processes; and third, from legally based to economically based values. Maor
(1999) mentioned that at the same time the Western democracies were moving towards
managerial principles.

Christiaens (1999) investigated financial accounting reform in Flemish municipalities. It was the
first time in Belgian governments that a cash based accounting system became obligatory,
supplemented by an accrual accounting system. The study was based on an empirical analysis of
municipal accounting practices in Flanders. The findings of the study revealed that municipalities
were faced with many problems in implementing business accounting.
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Salauroo and Burnes (1998) studied organisational change in the UK’s National Health Service
(NHS). They examined the pressures for change, resistance of change, management or leadership
style adopted in managing change and finally they assessed the degree of success. They
conducted four case studies and observed that the process of change varied widely between the
four bodies. Two of the organisations were relatively successful in managing change but the other
two were less so. They suggested that the researched organisations could choose to adopt a
planned approach to change or an emergent one. On the leadership style, Salauroo and Burns
suggested either transactional leadership or transformational leadership. Transactional managers
confine themselves within existing policy, structures and practices and they concentrate on
optimising the performance of the organisation through incremental changes. On the other hand,
transformational leaders change their followers’ behaviour and beliefs and unite them under a
new vision of the organisation’s future. They concluded that successful change is not dependent
on any particular approach of change or style of management but on the recognition of the needs
of the organisation, working proactively to achieve, compatibility between the environments, the
state of organisation, the leadership style and the kind of approach to change adopted.

Common (1998) studied the globalisation of NPM. He summarized that there was a global
revolution in public management and observed that governments everywhere were being
reinvented. He mentioned that change appeared gradual rather than radical and that the public
sector could borrow private sector management tools in an ad hoc or piece-meal fashion.

Ogden (1995) investigated the ways in which accounting and accounting information have
contributed to and shaped the process of organisational change in one area of the public sector,
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the ten Regional Water authorities of England and Wales. He outlined the ways in which
accounting had been instrumental in the process of organisational change in the water industry.

McHugh and Brennan (1994) conducted a study on managing the stress of change in the public
sector in the UK. They mentioned that since the late 1970s, many changes had occurred in the
UK civil service and these changes had transformed the functioning of public sector organisations
which placed an increasing emphasis on efficiency and effectiveness. They argued that public
sector employees were required to provide better quality of service, value for money and
accountability and all of these created a new meaning and job stress to the public sector
employees.

Laughlin et al. (1994) explored the administrative changes in general medical practice (GP) in the
UK. They observed that accounting-led financial and administrative changes for GPs were part of
and expressed the ethos of a much wider agenda for change in the public sector both in the UK as
well as internationally. They added that in the UK, these changes were related to the Financial
Management Initiative Program initiated by the government. They identified five major
managerial changes that had been introduced on GPs and their practices, four of which were
required changes and the fifth an optional, more voluntary change. The four areas were: medical
audit, indicative drug amounts, the managerial shift in the workings of the family practitioner
committees renamed further as family health service authorities, and the new GP contract. The
voluntary change was referred to as ‘fundholding’. They observed that first-order change was
occurring and argued that how long the changes could be handled was dependent on many
factors.
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Lapsley and Pettigrew (1994) explored the issue of change – intra and extra-organisational
change -its impact upon management, accounting for management and the environment within
which organisations operate. Their main focus was on the public sector but they also examined
the influence of private sector. They found that within the public sector there were pressures from
policymakers which induced short termism. They mentioned that the pressure of annual
budgeting and of meeting short-run financial performance measures can dominate in these types
of organisations. They further argued that these management accounting techniques are the
functions of environment; therefore, such short termism is inevitable. They showed that there had
been instances of innovation in management accounting practices with in the public sector. They
pointed out a need to have a closer understanding of processes of service delivery and of change.
They detected ideas and practices which were transferable between private and public sectors.
They concluded that strategic management accounting was one innovation which had been
developed in response to the pressure for change in management accounting practices in the
private sector. They suggested that strategic management accounting could also be beneficial in
the public sector too.

Alam and Lawrence (1994) explored the developments in the New Zealand health sector. They
examined the move towards a commercialised economically driven health sector in New Zealand
and showed how accounting technologies and practices are an integral part of this change. They
mentioned health services in New Zealand which were traditionally provided in accordance with
need. However, During 1970s the gradual worsening economic situation in the health system
forced some changes to the institutional framework, and the direction of change shifted to
economic market mechanisms. They mentioned that the earlier system was inefficient and it
could not establish proper accountability system. They pointed out that the changes in the health
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sector can have enormous implications for the budgetary processes. They further pointed out that
under the old regime, accounting was a neglected area in the hospital administration. Health
professionals always would prefer to hire one extra nurse or clinician rather than an accountant.
With the health reforms, accounting came to be seen as a neutral technique to pursue economic
efficiency in the calculations of the cost of service. They observed that not all clinicians were
ready to accept the commercialisation path but the believers of reforms pushed towards a more
business-oriented approach. These changes brought a new form of behaviour which addressed the
commercial realities of health sector reform.

Lawrence et al. (1994) also examined the financial management reform in the New Zealand
health sector and they observed that these reforms had changed the culture in health care
provision by increasingly infusing management with the conceptual language of business,
economics and of accounting rather than with medical service. Their study revealed that
accounting technologies and practices were integral to broader social and institutional changes.

Thomson (1992) studied radical change in public sector management in the UK from 1979 to
1992 and pointed out that public sector managers are needed a greater attention for externally
imposed changes and he suggested several steps in this regard: a more consciously managerial
approach; adjustment to new systems and processes; new relationships; new frameworks of
remuneration; contraction of workforces (downsizing); and consequent organisational
restructuring; emphasis on quality of service provision; an increasing customer focus; explicit
management of change; and organisational culture shift.
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3.2.2 Changes in the public sector and the new public management: An
Australian perspective
There is extensive literature on various public sector changes in Australia also. However, the
literature discussed in this section is related with the objectives and context of this study. It is not
an exhaustive list. The time period selected for review was also from early 1990s. As the reform
literature in Australia were started to come out in this period. A brief review of the Australian
literature on changes is presented in this sub section.

In many countries, the financial accounting aspect of NPM introduced accrual accounting.
Christensen and Parker (2010) argued that in terms of its lineage, public sector accrual
accounting’s early coherent application can be observed in New Zealand, soon followed by the
New South Wales Government in Australia in 1993. New South Wales was the first government
in Australia to completely adopt public sector accrual accounting. Since then its adoption has
become increasingly common around the world. Christensen and Parker (2010) presented a case
study of an early adoption of public sector accrual accounting and showed how public sector
accrual accounting won over Government Finance Statistics in a contest of ideas about alternative
reporting methodologies.

Mir and Rahaman (2007) explored the role of accounting in the reform process of a continuously
evolving governmental agency in the Australian state of New South Wales. The study was based
on a case study. Multiple methods were used to collect data. The primary sources were
observation, interviews and archival materials. The study showed how new accounting and
financial management technologies introduced in the researched organisation to anchor the
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reform process clashed with bureaucratic procedures. Furthermore, the case illustrated that by
using new management approaches, the researched public sector organisation was transformed
from a budget-dependent governmental agency to a business-oriented commercialised agency.

Carlin (2006) argued that by the late 1980s a remarkable consensus had formed within the
Australian state and commonwealth public services concerning the ongoing reforms in the
existing public management framework. These mechanisms forced the Australian public sector to
transform. The study further argued that in Australia, by the 1990s, an almost unchallenged
orthodoxy in favour of public management reforms had arisen. Carlin (2006) observed that the
impetus towards the achievements of a new model for public management was guided by the
principles of improving efficiency and productivity.

Webster and Hoque (2005) examined the changes in the cost accounting system in a state-owned
teaching and research hospital in Australia. They adopted a single-case study approach. Their
study revealed that the executive, director and managerial levels of the organisation mainly used
cost information. To some extent a limited number of health professionals used cost data. They
observed that new public-sector management concepts were slowly being devolved to lower
levels of the organisation. They concluded that the health professionals valued their independence
and autonomy but at the same time felt threatened by new managerial and costing initiatives.

Crawford et al. (2003) studied project management in the new public management environment
in New South Wales, Australia. They observed that public organisations worldwide were under
pressure to increase efficiency and improve service delivery. They argued that NPM reform
initiatives forced public organisations to adopt business management models. Organisations
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required new strategic management. These strategies were translating into changing
organisational structures, capabilities, culture and processes.

Kluvers (2003) studied the accountability for performance in local government in Victoria. The
study was based on the responses by councilors and managers to a questionnaire. The result of
the study revealed that there was an understanding of accountability for performance that both
managers and councilors were considered to be accountable for performance but that information
asymmetry and accountability relationships were problematic.

Coventry and Nutley (2001) described change management in the Australian public sector. They
mentioned that change had become a permanent feature in the public sector landscape in
Australia. They added that prior to 1980s change in the Australian public sector was mainly in
the form of incremental expansion. After this period, radical changes had occurred which affected
financial management, budgetary reforms, structural change, senior executive appointments,
commercialisation, corporatisation and some privatisation of government programs.

Moll and Hoque (2000) explored accounting for managing change in an Australian local
government organisation and found that there had been several forms of change in the researched
city council: the change from the amalgamation, the change in reporting structure and the change
with the introduction of Environment and Quality Certification. They argued that the
organisational structure had changed largely because of external institutional pressures. They
observed that National Competition Policy was the key driver for organisational change. Their
study revealed that change had significant behavioural implications on the employees of local
government, such as reduced employee morale and employee resistance.
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Brown et al. (2000) examined the implementation of the commercialisation program in public
sector service delivery in Australia. They conducted four case studies, three of which were in the
Queensland state government departments the fourth case was Brisbane City Council, which is a
local government authority in Queensland. Their study suggested that it would be possible to
achieve improve outcomes in terms of efficiency, client focus, transparency and accountability
without adopting the more extreme alternatives of privatisation and corporatisation or by
contracting out large sections of an organisation’s activities.

Parker and Bradley (2000) conducted a survey to examine public sector organisations in
Queensland, which faced pressure to change in accordance with the prescription of the NPM. The
research focused on six organisations in the Queensland public sector. Their survey revealed that
public organisations were fundamentally different from private organisations and a hierarchical
culture was seen as the norm in these organisations regardless of policy prescriptions designed to
achieve organisational change.

Ryan (1998) studied the introduction of accrual reporting policy in the Australian public sector
and examined how general purpose financial reporting became a significant issue for
governments in Australia. The study showed that public sector accounting changes were
underpinned by a managerialist philosophy and that there was a link between broader changes in
the public sector and changes in accounting techniques.

Dixon and Kouzmin (1994) studied the commercialisation of the Australian public sector and
mentioned that management development was expected to help managers to gain a better
understanding of organisational change process. This was achievable through:
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●

commitment to reform and to making necessary changes, specially at the middlemanager level;

●

desire to achieve successful organisational goal realignment to ensure that reform is
taken on board and institutionalised at the middle management level;

●

ability to identify how it can best maintain, in the face of change, its organisational
integrity and its professional or technical standards of task performance;

●

ability to make the structural and procedural changes needed and to communicate with
personnel about the precise nature of reform proposals; likely organisational effects
involved; the extent of organisational change envisaged; personal behaviour changes
required; and support that will be provided to those coping with change.

Parker and Guthrie (1993) analysed the implications for accounting, auditing and accountability
relationships and practices in Australian public sector organisations. They mentioned that since
the early 1980s the Australian public sector had been undergoing major changes in its
philosophy, structure, processes, and orientation. They argued that the main objectives of these
changes were to establish formal rational management, necessity for clear goal, corporate plans,
internal and external accounting systems with clear responsibility lines for output performance
measurement.

This section presented the literature on changes in the public sector worldwide and in Australia
linked to new public management. The following two tables summarise the findings of these
previous studies.
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Table: 3.1

Summary of study findings of changes in the public sector – an international
perspective

Authors
(Date)
Ritz and Sager
(2010)

Research Topic
New public management

Barzelay and
Gallego (2010)

Comparative historical analysis
of public management policy
cycles

Siddiquee
(2010)

Public management reforms

Elwood (2009)

Accrual Accounting in the
public sector
New public management and
accrual accounting

Christensen
and Rommel
(2008)
Groot and
Budding
(2008)

New public management’s
current issues and future
prospects

Anderson
(2008)

Public management reforms and
student performance

Anessi-Pessina
and Stecolini
(2007)
Haque (2007)

Effects of budgetary and accrual
accounting in local governments
New public management

Findings

Country

The major features of New
Public management are
performance contracts,
decentralised budget,
product group structure and
controlling resources.
Reform processes are
influenced by economic
policy choices, political and
policy inferences and public
policy subsystems.
Although Malaysia has
introduced result-based
public management, the
implementation of this new
approach is far from
satisfaction.
Accrual accounting did not
fit in the public sector
New management approach
forced the governments to
abandon traditional cash
accounting systems.
New public management
reforms were related to the
improvement of planning
and control of non profit
entities.
Greater focus on evaluation
and performance is one of
the most central aspect of
these reforms.
Accrual accounting did not
fit in the public sector.

Switzerland

France, Italy
and Spain

Malaysia

UK
International

Netherlands
and
Belgium

Denmark

Italy

Features of the new public
International
management are downsizing
the public sector, introducing
market type mechanisms,
contracting out, user charges,
performance measurement.
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Belgium
Reforms were related with
Managerialism. It changed
both organisational and
human resource management
State government adopted
USA
strategic planning and
performance measurement
but were less successful in
implementing reforms that
would enhance managerial
authority.
New public financial
UK
management played an
important role in the UK
Government’s modernization
agenda.

Rondeaux
(2006)

Reforms in the federal
administration

Moynihan
(2006)

Reform programs of state
governments

Broadbent and
Laughlin
(2005)

Private finance initiative

Kellough and
Nigro (2005)

Transformation of civil service

New performance
management and pay for
performance plan was
introduced and authority for
personnel was significantly
decentralised.

USA

Venieris and
Cohen (2004)
Brown et al.
(2003)

Accounting reforms in
Universities
Change management practices in
the public sector

Greece

Worrall
et al.(2000)

Impact of organisational change

Doyle et al.
(2000)

Perception of organisational
change

White (2000)

Management of change in the
public sector

Reforms have not seriously
progressed.
Public organisations are
forced to adopt corporate
change strategies and many
of these practices were
borrowed from private
sector.
Organisational changes in
the public sector was found
to have been more driven by
a cost reduction ethos, with
redundancies, outsourcing,
delayering, using contract
and temporary staff closure.
Change in the public sector
is more pressured than in the
private sector.
Public organisations are in a
cyclone of change as they try
to adopt to the turbulent
environment.

International

UK

UK

UK
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UK

Globalization of new public
management

The government departments
who are involved in
information trading priced to
cover the cost of publishing
but did not take into account
the market value of the
information.
First, a change from
hierarchical to economically
based structures, second
from regulative to
economically based
processes and third, from
legally based to
economically based values.
Municipalities were coping
with a lot of problems in
implementing business
accounting.
Four case studies were
conducted. Two of the
organisations were relatively
successful in managing
change and two were less so.
Government everywhere was
being reinvented.

Ogden (1995)

Contribution of accounting and
accounting information to
organisational change

Accounting has been
instrumental in the process
of organisational change.

UK

McHugh and
Brennan
(1994)

Managing the stress of change in Public sector employees are
the public sector.
required to provide better
quality of service, value for
money and accountability.

UK

Laughlin et al.
(1994)

Accounting and administrative
changes in GP practices.

Accounting-led financial and
administrative changes for
GPs were the ethos of a
much wider agenda for
change in the public sector.

UK

Lapsley and
Pettigrew
(1994)

Issues and impacts of changes

Strategic management
accounting is one innovation
which has been developed in
response to the pressure for

International

Hadi and
McBride
(2000)

Commercialisation of public
sector information

Maor (1999)

Comparative analysis of changes
in the public sector

Christiaens
(1999)

Financial accounting reforms in
the municipalities

Salauroo and
Burns (1998)

Organisational change in the
National Health Service

Common
(1998)

International

Belgium

UK

International
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change in management
accounting practices in the
private sector. Strategic
management accounting can
contribute in the public
sector too.
Alam and
Lawrence
(1994)

Developments in the New
Zealand health sector

Accounting technologies and
practices are an integral part
of the change process

New
Zealand

Lawrence et al.
(1994)

Financial management reform in
the health sector

Reforms have changed the
culture of health care
providers by increasingly
infusing management with
the conceptual language of
business, economics and
accounting rather than
medical service.

New
Zealand

Thomson
(1992)

Radical change of public sector
management

Public sector managers are
UK
needed a greater attention for
externally imposed changes.

Table: 3.2

Summary of study findings of changes in the public sector – an
Australian perspective

Authors (Date)
Research Topic
Christensen and Parker Adoption of public sector accrual
(2010)
accounting

Findings
Accrual accounting won over
Government Finance Statistics in a
contest of ideas about alternative
reporting methodologies.

Mir and Rahaman
(2007)

By using new accounting and financial
management technologies the
researched public sector organisation
has transformed itself from a budget
dependent government agency to a
business oriented commercialised
agency.

Reforms in a government
department
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Carlin (2006)

Ongoing reforms of the existing
public management framework

Webster and Hoque
(2005)

Changes in the cost accounting
system in a state-owned teaching
and research hospital

Crawford et al. (2003)

Project management in the new
public management environment

Kluvers (2003)

Accountability for performance

Coventry and Nutley
(2001)

Changed management in the
Australian public sector

Moll and Hoque
(2000)

Accounting for managing change
in a local government organisation

Brown et al. (2000)

Implementation of
commercialisation program in
public sector service delivery

Parker and Bradley
(2000)

New public management and
change

The impetus towards the achievements
of a new model for public
management was guided by the
principles of improving efficiency and
productivity.
New public sector management
concepts are slowly being developed
to lower levels of the organisation.
New public management reform
initiatives forced public organisations
to adopt business management
models.
Organisational members are
accountable for performance but that
information asymmetry and
accountability relationships are
problematic.
Prior to 1980s change in the
Australian public sector was mainly
incremental expansion. After this
period radical changes has been
occurred which affected financial
management, budgetary reforms,
structural change, senior executive
appointments, commercialisation,
corporatisation and privatisation of
some government programs.
Organisational structure of the
researched organisation has changed
because of institutional pressures.
National competition policy has been
the key driver for change.
It is possible to achieve improved
outcomes in terms of efficiency, client
focus, transparency and accountability
without adopting the more extreme
alternatives of privatisation and
corporatisation or by contracting out.
Public organisations are
fundamentally different from private
organisations and a hierarchical
culture is seen in these organisations
regardless of policy prescriptions
designed to achieve organisational
change.
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Ryan (1998)

Introduction of accrual reporting
policy

Dixon and Kouzmin
(1994)

Commercialisation of the
Australian public sector

Parker and Guthrie
(1993)

Accounting, auditing and
accountability relationships in the
Australian public sector.

Public sector accounting changes are
underpinned by a managerialist
philosophy. There is a link between
broader changes in the public sector
and changes in accounting techniques.
Management development is expected
to help managers to gain a better
understanding of organisational
process.
The main objectives of changes in the
public sector were to establish formal
rational management, necessity for
clear goal, corporate plans, internal
and external accounting systems with
clear responsibility lines for output
performance management.

From the above discussion one can see that over the last two decades, worldwide and in
Australia, the public sector has come under increasing pressure to improve performance and
demonstrate transparency. As a consequence of these pressures in a changing environment,
public sector organisations have adopted management techniques and control strategies that were
borrowed from the private sector. These control strategies are widely used in the private sector.
The next section discusses the study findings in adopting these management control strategies in
the changing environments in both private and public sector.

3.3

MANAGEMENT CONTROL SYSTEMS IN THE CHANGING
ENVIRONMENT

Hofstede (1981) argued that there are no universally accepted definitions of the words
‘management’ and ‘control’ but he mentioned that the word ‘management control’ is a pragmatic
concern for results obtained through people. Anthony and Govindarajan (2007) argued that
management control is the process by which managers influence other members of the
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organisation to implement the organisation’s strategies. They pointed out the activities of this
process are: planning, coordinating, communicating, evaluating, deciding and influencing.

Management control systems have been widely used in the private sector. However, public sector
organisations have started using these mechanisms also. Management control systems is a vast
area and there is a substantial literature on the area. This section will review management control
systems literature both in private and public sector context. Moreover, it has been mentioned that
this thesis is on an organisation in Australia, therefore, the literature related to Australia will be
discussed separately from the literature of other countries.

3.3.1 Management control systems literature: An international perspective
Management control system is a technical activity which is accomplished in different ways in
different countries. The previous chapter showed that management control systems have been
widely used in the private sector. However, new public management initiatives forced the public
organisations to adopt these private sector control mechanisms. The following subsection gives
brief reviews of the literature related to management control systems in different countries in the
private sector.

Management control systems in the private sector – An international perspective
Kaplan et al. (2010) argued that the balanced scorecard management system one of the
performance management tool which has been widely adopted as a management control tool can
help companies switch their alliance management focus from contributions and operations to
strategy and commitment. They studied Solvay, a top 40 pharmaceutical company headquartered
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in Brussels. Solvay’s R&D unit worked with 50 different suppliers. Solvey’s executives believed
that Solvey could be more efficient and achieve better results if it could outsource the
management of clinical works to a single partner. Solvey began the transition to this model by
selecting Quintiles one of the US based existing suppliers. The two companies formed a joint
clinical team in order to manage clinical trials. They also formed functional teams, staffed from
both companies. The initial five-year contract worked well. But at the renewal stage both
companies felt they could generate more value if they could upgrade the partnership to a true
alliance. From past experience both sides then developed a balanced scorecard and a strategy
map. The functional teams used the map and scorecards to identify best practice and redesign key
business processes. The study concluded that the new approach yielded impressive results. The
alliance reduced their total cycle time for clinical studies by approximately 40 percent, an
achievement that brings new products to market much faster and leads to massive cost reductions.

Riccaboni and Leone (2010) explored how management control systems have a role in
implementing sustainable strategies. The research was based on a case study, drawing evidence
from documentary research and field research. The findings of the study suggested that
management control systems work in order to translate strategies into action. These actions
should be modified when a strategic change in a sustainable direction occurs. Furthermore, the
study indicated that integration with the traditional planning and monitoring systems,
combination of both formal and informal controls, coordination across business units and
decentralized structures are the main factors for successful implementation of sustainabilityoriented strategies.
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Ahrens and Mollona (2007) defined organisational control as a cultural practice. They conducted
a study which was based on ethnography of a steel mill in Sheffield with 11 months of participant
observation on the shop floors of the hot and cold departments. The study argued that in an
ethnographic study, the participant observer became immersed in the lives of the study subjects
by living in their communities, learning their practices and studying their cultural and social
organisation. In this study the researchers sought to develop the notion of organisational control
to be more conclusive than management control. The findings of the study indicated that
organisational control practices relied on diverse accounting and accounts of organisational
actions and purposes. The members of the organisation worked with shared informal accounting
that were grounded in notions of cost, profitability and capital.

Mouritsen and Thrane (2006) wrote a paper titled ‘Accounting network complementarities and
the development of inter-organisational relations’. They presented three case studies - a small
Danish consulting network, a network of small and medium-sized IT companies and a network of
companies in the electrical installation industry. The central empirical material reported in the
paper was the interview data. The researchers argued that by networking, firms can get access to
resources in a flexible way and interacts with other firms non-hierarchically, directly and based
on trust. Accounting and management control would appear counter-intuitive to a network
arrangement. However, based on empirical observation, the researchers showed that in the
researched networks, controls created durability and predictability. They proposed that
accounting could be conceptualised as an actor helping to mediate, shape and construct interorganisational relations.
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Busco et al. (2006) explored how management accounting and control systems can be implicated
in processes of learning and culture change and used to identify trustworthy solutions in the
organisational crises. The research was based on a case study of an Italian company which was
subject to massive change following its acquisition by a US multinational. In this study it is
argued that change is rooted in processes of active appropriation by the individual which were
built through participation in reflection of social practices. The researchers defined management
accounting as a social practice and claimed that this social practice was implicated in process of
organisational culture change.

Matsumura and Shin (2006) empirically analysed the effects of implementing an incentive plan
with relative performance measures. They used two years of annual performance evaluation data
from 214 postal stores in Korea. The findings of the study indicated that financial performance
improves following the implementation of an incentive plan that included relative performance
measures. They also identified that the incentive effect of the plan is mitigated in store at which
the employees’ perceived unfairness is likely to be high.

Henri (2006a) tested the relationships between organisational culture and two attributes of
performance measurement systems - the diversity of measurement and the nature of use. This
study was based on the survey method. Data were collected through a structured questionnaire
which was sent to the highest ranked member of the corporate top management team. The survey
implementation followed four steps: pre-notification, initial mailing, first follow-up and, second
follow-up. The findings of the survey indicated that the diversity of performance measurement
varied depending on the type of use.

The study suggested that before implementing

a
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performance measurement system, organisations would be well advised to define their expected
use to better guide the design of the system toward the right diversity of performance measures.

In another study Henri (2006b) examined the relationships between the use of management
control systems and organisational capabilities from a resource-based perspective. The study
focused on the diagnostic and interactive uses of one important aspect of management control
systems- performance measurement systems and four capabilities leading to strategic choicesmarket orientation, entrepreneurship, innovativeness, and organisational learning. The study was
based on a questionnaire survey. Data were collected through a structured questionnaire sent to
one member of top management teams (CEO, COO, CFO, or senior vice-presidents). The
findings of the study indicated that management control systems could play an important role in
an innovative and changing context. The findings suggested that an interactive use of
performance measurement systems fosters capabilities of market orientation, entrepreneurship,
innovativeness and organisational learning. Furthermore, performance measurement systems
contribute to the process of knowledge generation and dissemination, and foster collaboration
throughout the organisation.

Coad and Cullen (2006) studied inter-organisational cost management control systems which
identify the innovative ways to reduce the cost of the products. They conducted a longitudinal
case study. The focus of their study was a small enterprise based in Sheffield, England. The study
identified that within the researched organisation, institutional practices regarding staff
development and participation in decision-making appeared to foster a climate of innovation and
change. Furthermore, the study found that the researched organisation successfully introduced
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process mapping and activities management practices to reduce costs and it appeared to give
management the confidence to explore their use for inter-organisational cost management.

Alkaraan and Northcott (2006) examined the use of conventional financial analysis tools and
selected emergent analysis approached in the capital investment decision-making of a large UK
manufacturing company. The research used both quantitative and qualitative approach. First, it
adopted a survey using a mailed questionnaire and then eight interviews were conducted. The
sample of the survey represented 320 companies selected from eight different manufacturing
groups. The findings of the study suggested that conventional financial analysis techniques still
dominate the appraisal of capital investment decision. The main conventional techniques are: the
payback rule, accounting rate of return, net present value and internal rate of return. The study
found that risk analysis approaches remained simplistic, even for complex strategic projects. The
study identified that strategic investment decisions such as the balanced scorecard, real options
analysis, value chain analysis, benchmarking and technology roadmapping tools barely registered
in practice.

Lau and Sholihin (2005) investigated the behavioural consequences of the use of financial
measures and nonfinancial measures for performance evaluation which are used as control tools
by an organisation to evaluate its success in the Indonesian manufacturing sector. A survey by
questionnaire mailed to managers was used in this study. These managers were the departmental
heads in their respective organisations. The findings of the study suggested that the process by
which nonfinancial measures affect employee job satisfaction is not different from that of
financial measures. Furthermore, the relative importance of non-financial measures vis-à-vis
financial measures had no significant effect on employee job satisfaction.
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Bhuian et al. (2005) examined the effect of entrepreneurship on the relationship between market
orientation and performance which provided a better understanding of its customers, competitors
and environment. They argued that hospitals provided an appropriate context on the
interrelationship and interdependence of market orientation and entrepreneurship and their effects
on performance. The study was based on a questionnaire survey. The findings of their study
suggested that market orientation and entrepreneurship are two key elements in organisational
success. Furthermore, the study suggested that market orientation is more effective when the firm
maintains a moderate level of entrepreneurship orientation.

Ax and BjØrnenak (2005) argued that most of the changes in accounting are the direct or indirect
consequences of diffusion processes. They conducted a study which focused on the diffusion of a
particular innovation, namely the balanced scorecard, a strategic performance management tool
in Sweden. The findings of the study indicated that the original balanced scorecard presented by
Kaplan and Norton had been supplemented with other administrative innovations in Sweden. The
study argued that this bundling of the balanced scorecard with other innovations may be seen as a
fashion-setting process that affected the diffusion of the balanced scorecard in Sweden.

Bisbe and Otley (2004) examined Simon’s (1990) framework of levers of control, specifically the
effects of the interactive use of management control systems on product innovation. The study
used survey research method. Data were collected from a questionnaire addressed to the CEOs of
medium-sized mature manufacturing Spanish firms. The findings of the study indicated that the
interactive use of management control systems did not support innovation. Furthermore, in this
study, the authors argued that this may be the case only in low-innovating firms, that the effect
was opposite in the high-innovating firms.
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Waweru et al. (2004) studied management accounting and control systems change in the South
African context. The study presented four case studies to understand the process of their
management accounting systems change and to explore the relations for such change processes.
The companies were selected on the basis of their size and past financial performance. The
findings of the study revealed that there were considerable changes in management accounting
systems within the selected cases. The study indicated that there was increased use of
contemporary management accounting practices in the participating organisations such as activity
based costing and balanced scorecard approach to performance measurement. Furthermore, the
study suggested that global competition and South African governmental reform initiatives
promoted the management accounting change processes within the researched organisation.

Murphy (2003) studied management control preferences in a cross-cultural perspective. Four of
the control components - organising, planning, evaluation and rewarding were selected for this
study. The participants in this study were senior-level students enrolled in the business school of
two universities, one in Mexico City and the other in the Los Angeles area. The findings of the
study indicated that culture does affect individual’s preferences for management control. The
authors argued that uncertainty avoidance and power distance affect subject preferences for
formal rules and for top-down planning.

Hussain and Hoque (2002) studied the non-financial performance measurement practices of four
Japanese banks. The investigation adopted a multi-site study using the qualitative case study
approach. Interviews with the banks’ executives and managers were used for data. Other sources
of data were corporate plans, annual reports and relevant government publications. The findings
of the study indicated that economic constraints played an important role in shaping non-financial
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performance measurement practices. Furthermore, the study suggested that the more competitive
the environment, the greater the sentiment of ‘business-mindedness’. The research finding also
suggested that the nature of the service organisation was itself a cause of difficulty for
management in measuring non-financial performance.

Picard and Reis (2002) also explored the elements of management control systems that might be
particularly sensitive to cultural diversity. They explored the cultural dimensions and contrasted
the related management control systems design implications for the USA, Japan, China,
Germany, Italy and India. The findings of their studies indicated that enhanced appreciation of
cultural differences led to increased cultural sensitivity in management control systems design.

Hoque et al. (2001) studied the use of multiple measures of performance in manufacturing
organisations. They examined the association of multiple performance measurement systems
with market competition and the application of computer-aided manufacturing processes. In this
study data were collected from 71 New Zealand-based manufacturing units. The findings of the
study revealed that greater emphasis was placed on multiple performance measures associated
with market competition and making greater use of manufacturing process.

V΄amosi (2000) studied continuity and change in management accounting in Budapest Chemical
Works - a Hungarian privatised company. Once this company was government owned under the
command economy. The study analysed how the concepts ‘market’ and ‘market economy’ were
brought into the company and were reflected in the company’s management accounting system.
The study revealed that though the concept of ‘cost estimates’ had been replaced by ‘price
calculation’, calculation practice was almost unchanged relative to the former practice supporting
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the idea of continuity, whereas cash management was still a new discipline to the company and it
caused some problems. The former role of management accounting in the organisation was
production-oriented and supplied reports for people in the ministries but after the privatisation its
role represented to govern the company’s financial matters in order to secure its continued
existence. The study concluded that management accounting and reporting in the researched
organisation had changed from formal, hierarchical decision-making to adaptation to a new
market and everyday reality. The study claimed that these developments created an internal need
for new types of economic information and control.

Kimura and Mourdoukoutas (2000) studied effective integration of management control systems
for competing in global industries. They argued that management control systems must be
expanded to managerial practices that empower employees to exploit new opportunities.
Extending Simon’s (1990) work, the study suggested that to be effective, organisations must
integrate four control mechanisms. The belief system should be used to define organisation’s
mission and vision. It will be a guideline for performance target and employee behaviour. The
interactive system should be used to adjust these guidelines in a changing environment. Finally
the diagnostic and boundary system should be used to set standards for improving efficiency.

Van der Stede (2000) surveyed 153 business unit general managers from the USA to compare
between two consequences of budgetary controls - budgetary slack creation and short-term
orientation. The significant finding of this study was that the budgetary control styles that
organisations implement may be affected by the business unit’s past performance and
competitive strategy. Van der Stede concluded that those business units that either pursue a
differentiation strategy or had been more profitable were subject to less rigid budgetary controls.
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It augmented slack performance and at the same time there was a tendency for managers to think
long term.

Davila (2000) studied the drivers of management control systems design in new product
development. The study investigated the relationship between project uncertainty, product
strategy and management control systems. The study focused on the medical devices industry and
was conducted in two parts. To understand how project managers used management control
systems, the researcher visited 12 business units in seven companies, both in Europe and the
United States in the first part of the study. An average of five managers in each business was
interviewed. In the second part of the study, 11 companies participated. Data were collected via a
questionnaires mailed to project managers that had recently finished development of a new
product. The findings of the study revealed that project managers relied on non-financial
measures much more than on financial ones. Furthermore, the study concluded that researching
management control systems in new product development cannot be restricted to traditional
accounting measures, but needs to include a broader set of measures.

Simons (1990) conducted a study on the role of management control systems in creating
competitive advantage. He presented a model and showed how interactive management control
systems focus organisational attention on strategic uncertainties. He presented the model based
on a two year field study in a single US. industry. Results from analysing two competing
companies: Company A and Company B - showed how these two competing firms in this
industry organised their management control systems at top management levels. Simons (1990)
mentioned that all large and complex organisations had similar types of management control
systems, such as short and long range plans, financial budgets, capital budgets, variance analysis
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and project reporting systems. However, the illustrative example showed that there were distinct
differences among firms in the way that management control systems were used at top
management levels.

Czarniawska (1988) studied the organisational control system in a leading Swedish chemical
company. She mentioned that changes in organisational control were related to changes in an
organisation’s economic situation. The company studied underwent a major structural
reorganisation which affected the management process at the top level of the company. The study
revealed that the company executives at headquarters did not interfere with details of managerial
practice and for this reason some of the managers introduced a very tight, action-type control
inside their own units. After the appointment of a new president, the scenario was changed. They
introduced new structures and new rules. Guidelines and goals were set by the headquarters. An
overall mission was established and objectives and targets were set for the whole company and a
business idea for each division and each region. The company formalised the planning procedure.
They emphasised on output control and the main goals were profits, development of people and
innovation. They also introduced various incentives such as rewarding general managers for their
efforts. Non-financial rewards were also attempted such as offering training and seminars
organised in attractive places abroad. She observed that changes in control were a symbolic
reaction to economic decline, both at the societal and organisational level. She concluded that the
tightening of control reflected the fact that the leaders had noticed the crisis and have tried to
counteract it.
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Management control systems in the public sector- An international perspective
It was mentioned earlier that the reforms in the public sector were stated in 1980s and the
literatures were available from late 1980s and early 1990s. For this reason, literature on
management control systems in the public sector is reviewed from this time period also.

Srimai et al., (2011) studied performance measurement, organisational learning and strategic
alignment in Thai public sector. The study was based on a questionnaire survey and path analysis
was used to test the hypothesis. The findings of the study revealed that there were significant
relationships between strategic performance measurement systems and strategic alignment.
Furthermore, the study indicated that there is an indirect effect of interactive use of strategic
performance measurement systems and strategic alignment through organisational learning.

Persson and Westrup (2009) studied management control systems in service organisations. The
study was based on six years of research into human service organisations in three municipalities
in southern Sweden and four municipalities and two country councils in different parts of
Sweden. The researchers observed that since the financial crisis during the 1980s in Sweden, the
municipalities tried to adapt a different company-like culture. The use of commercial principles,
costing and competition has considered the prerequisites for fulfilling the objectives effectively
and efficiently. The authors argued that according to modern organisation and management
control theory, organisational structures and management control systems must be adapted to the
nature of the activity in order to be able to support the implementation of targets and strategies.
However, it has not been common in service organisation as services differ from each other. The
findings of the study suggested that management control systems in human service organisations
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should be designed according to the dialogues between actors involved in different activities and
on different levels of social services.

Alam and Nandan (2008) examined the nature of changes in management control systems as a
result of public sector reform in Fiji. Fiji Development Bank- a state-owned development
financial institution was their researched organisation. They used case study method of research
and data were collected through interviews with the bank’s staff and analysing documentary
materials. The findings of the study revealed that the structures and strategies of control in the
researched organisation have changed considerably. The changes were smooth but the meanings
and the implications of the new concepts were moving down the hierarchy at a very slow pace.
The researchers argued that new control technologies were implemented in the researched
organisation as part of the public sector reform process but the functioning was problematic,
because organisational activities were intertwined with complex social conditions.

Alam et al. (2004) studied the change in operations and accounting practices within the Fijian
Development Bank. Alam et al. used case study approach and data were collected through
interviews. A total of 18 managers at different levels were interviewed. Documentary materials
such as reports on Fijian economy, amendments to the constitution of Fiji, Fijian Development
Bank’s annual reports and other planning and control papers were also collected for this research.
In this study Alam et al. argued that the researched organisation faced obstacles to fulfilling its
objectives because of wider social, political and economic structure. They argued that the
structural constraints associated with agricultural lending forced the organisation to move into
more profitable industrial lending. They observed that the loan cycle process had become profit
driven. The new profit language led the bank to adopt a private enterprise model of management
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and implementation of profit-driven strategies and mechanisms of control. The ‘profit centre’ and
‘management by objectives’ concepts were introduced in the researched organisation. The profitbased language was also seen in the new corporate plan. Furthermore, the key performance
indicators used in the evaluation of performance of lending staff of the bank were linked to
profitability and these were the driving forces towards achievements of profit related targets. The
researchers showed that in this way, profit was an upfront terminology and daily language in the
bank which ultimately promoted the Fijian national development and growth.

Lapsley and Wright (2004) explored the dissemination and adoption of management accounting
and control systems practices within the new public sector. These innovations included costing,
budgeting and performance measurement tools. The research was based on a survey of public
sector accountants in Scotland. The data collection method used in this study was a postal survey.
The study covered three areas of public sector- government agencies, local governments and the
National Health Services. The findings of the study revealed that much of the innovation in the
public sector had originated from the private sector. In this study it was argued that reasons for
innovations in public sector organisations were statute, regulation or government pressure. The
results of the study indicated that most of the innovations took place in the area of performance
measurement. Key performance indicators attracted most support from the respondents.
Government agencies favoured resource accounting and budgeting before key performance
indicators. Activity based costing of production and performing process control tool was well
supported by the local governments. In the National Health Services, zero-based budgeting was a
successful instrument. The results from the survey also showed that a majority of organisations
had no monitoring system for analysing the effectiveness of these techniques in practice.
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Jansen (2004) studied the approaches to measure performance in governmental organisations.
The study identified how the approach to measure performance was related to management
control types. The study claimed that NPM is the commonly used label for the ambition of
governmental organisations in many countries to run the public sector in a more businesslike
manner. Jansen (2004) argued that performance measurement is an important element of NPM.
The study indicated that in governmental organisations it is very complicated to identify products
and assess output. The strong political dimension of government organisations may complicate
performance measurement. The study investigated two approaches to measure the performance of
governmental organisations. One approach was throughput, the other on output.

Broadbent and Laughlin (2003) studied on control and legitimation in government accountability
process: the private finance initiative in the UK. The study explored a number of dimensions of
the accountability process of governments. The authors argued that governments make
themselves accountable in a political sense rather than managerial. Due to the unique position in
society governments exercise control over other parts of society and anything they do has a
controlling outcome. In their study they observed that to avoid the searching questions from the
public, governments had set up separate internal bodies such as auditor generals and the national
audit offices. Broadbent and Laughlin claimed that rather than providing an independent voice,
auditor generals and national audit offices provided legitimation to their original actions.

Modell (2001) examined performance measurement and institutional processes to reforms in the
public health care sector in Norway. The study was carried out in a large Norwegian hospital.
Data collection was through interviews and archival data. Observation and media statements
were also used in this regard. The findings of the study indicated that internal performance
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measurement was primarily geared at the divisional level. The study found that the heads of
divisions had overall responsibility for budgeting and coordination within and between divisions.
It was reported that the researched hospital has performed very well in the annual comparisons of
composite diagnosis related groups (DRG) indexes. It was one of the most cost-effective
hospitals in the country in its category. Furthermore, the study identified that continuous financial
performance evaluation of and within divisions was undertaken on a monthly basis and primarily
was focused on budgetary deviations and comparisons between outcomes and divisional
prognoses.

Hoque and Hopper (1994) studied management control in a jute mill in the Bangladeshi public
sector. They noted that jute mills in the Bangladeshi public sector faced an uncertain environment
with respect to markets, resource constraints, operations, politics, industrial relations, state
interference and the demands of aid agencies. Their study revealed that the researched
organisation operated in competitive and regulated environments; it had little authority over its
operational activities. In organisational planning and control, the head office and the sponsoring
ministry played the key roles. They also observed that the accounting system in the mill was
mainly a response to external legitimation demands. They found that though budgeting was
considered as part of the formal structure of controls, it was not a dominant mode of control in
the organisation and the budgeting system was created to comply with head office and state
requirements. They also found that mill managers used social/informal control mechanisms to
cope with the complexity and uncertainty around the mill.

Berry et al. (1985) conducted a study on the management control systems in a public enterprise.
Their study area was National Coal Board, in the UK. The principal research method used was a
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series of semi-structured interviews. They also consulted planning, control and financial
documents related to the area administration. They also followed the observation method to
collect the necessary data. Their findings revealed that in the researched organisation’s financial
planning and control systems did not appear to be a dominant mode of organisational control;
physical production planning appeared to be more important. They observed that the organisation
had successfully devised a set of loosely coupled control mechanisms to cope with the pressures
for change. They also found that accounting and information generally may be managed either to
enhance ambiguity or to provide legitimacy in the organisation. Their study concluded that the
changes that had taken place in the organisations were not made due to the needs of the internal
organisational management but for reasons of external pressures.

3.3.2 Management control systems literature: An Australian perspective
The following subsections present the literature reviews related to management control systems
in Australia both in private and public sector.

Management control systems in the private sector- An Australian perspective
Alam and Nandan (2010) explored the nature of context specific issues and challenges facing
small accounting practices in Australian regional and rural centres. They used a qualitative case
study. Data were collected through semi-structured interviews with the managers and owners and
from relevant archival documents. They observed that these firms faced a continuously changing
environment which required innovative strategies and structures. Furthermore, they argued that
there were significant differences between small accounting practices and specifically how they
addressed their contextual uncertainties.
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Baines and Langfield-Smith (2003) examined the relationship between the changing competitive
environment and a range of organisational variables to management accounting change. The
study was based on a postal survey. Questionnaire were sent to the general managers of 700
manufacturing organisations in Australia. The firms selected were independent business units in
large firms or companies. The findings of the study indicated that an increasingly competitive
environment resulted in increased focus on differentiation strategies. The study identified that
these strategies influenced changes in organisational design, advanced manufacturing technology
and advanced management accounting changes.

Langfield-Smith and Smith (2003) explored the design of management control systems and the
role of trust in outsourcing relationships. They observed that since the early 1990s, there has been
significant growth in outsourcing, in both public and private sector. It was applied not only to
manufacturing activities but also to administrative and management functions. They conducted a
case study and an Australian energy company was their research site. Data were collected
through semi structured interviews with the managers in the electricity firm who were involved in
the decision to outsource the operation and in the ongoing management of the outsourced
functions. The findings of their study revealed that the characteristics of the outsourcing
transactions seemed to meet the requirements of a trust-based pattern of control rather than a
market based or bureaucratic based pattern. They identified that control was achieved through the
development of outcome control and social controls and through development of trust,
particularly goodwill trust.

Chenhall and Langfield-Smith (2003) examined the history of strategic change and the
development of a performance evaluation and compensation scheme, a control tool based on gain
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sharing, in a manufacturing company in Sydney over a 15-year period. Data were collected
through interviews. The researchers had access to a range of company documents and reports.
The researchers also drew other company reports and documents including newsletters,
correspondence between consultants, evaluation and assessments of head office, memos and
reports, financial reports and trade union documents. The findings of the study illustrated that the
researched organisation adopted team-based structures to enhance employee enthusiasm to work
towards sustaining strategic change. Furthermore, the adoption of teams promoted personal trust
and the sharing of values and goals.

Moores and Yuen (2001) conducted a study adopting a configurational approach that captured the
variables of strategy, structure, leadership and decision-making style and the relationships of
these with management accounting systems from an organisational life-cycle perspective. The
clothing and footwear industry in Australia was selected as the research sample. Data were
collected by mail survey and field studies, with questionnaires sent to the chief executive officers
of businesses targeting over 600 establishments. The researchers conducted interviews and
collected documentary evidences in their field work. The findings of the study revealed that
formality in management accounting systems changed to complement organisational
characteristics across life-cycle stages.

Perera et al. (1997) studied management control systems in manufacturing firms in Sydney,
Australia to investigate whether firms that maintained a customer-focused manufacturing strategy
also maintained an emphasis on non-financial measures in their performance systems.
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Abernethy and Lillis (1995) studied the impact of manufacturing flexibility on management
control system design of manufacturing firms in Melbourne, Australia. The findings of the study
indicated that integrative liaison devices were a critical form of control in managing the
implementation of flexible manufacturing strategies.

Aberenthy and Guthrie (1994) studied 49 business units in Australia to examine differences in the
design parameters of management information systems in firms adopting different strategic
priorities. The findings indicated that the effectiveness of business units is dependent on a match
between the design of the information system and the firm’s strategic posture.

Management control systems in the public sector - An Australian perspective
Moll and Hoque (2011) studied the budgeting practice in an Australian University, conducting a
longitudinal case study. They employed multiple data collection techniques including interviews,
review of documents and observation. They argued that in response to the change, the vicechancellor introduced a new budget system at the researched university borrowed from the
institutional environment. The intention was to prove to the staff and a key funding agency that
the university could be governed appropriately. However, the findings of the study revealed that
these attempts were challenged by senior academic and administrative staff. The study showed
that budget system was not appropriate to the values of expectations from the university. The
staff undermined it through patterns of under-and-over spending. The researchers argued that
these behaviours jeopardised vice-chancellor’s efforts to legitimise the university’s financial
management practices for the funding agency.
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English et al. (2010) investigated the challenges associated with designing a system to evaluate
the mature operating phase of long term partnerships with the private sector for the provision of
public services (PPPS). They argued that PPPS is a kind of innovative management control
system which involves a substantial part of the public sector services through one or more private
sector providers. A long-term partnership exists between them and there must be negotiations
about service provision, risk identification and allocation, ending in an agreed contract between
both parties. The study focused on performance auditing and they used the Office of the
Victorian Auditor-General as the case. In this paper the authors argued that in performance
auditing, assessing economy, efficiency and effectiveness (the three Es) were of prime
importance. The findings fromtheir study indicated that the initial contract for any PPPS
contained aspirations related to these three Es. They identified that economy aspirations were
expressed in and around the construction of the Public Sector Comparator. Efficiency aspirations
were related with contract management and effectiveness aspirations were expressed through the
expected quantitative and qualitative benefits that the PPPs intended to achieve.

Kober et al. (2007) examined the relationship between management control system mechanisms
and strategy. They conducted a longitudinal case study on a public sector pathology service
provider that changed strategic typology in response to the new public management practices in
the Western Australian public sector. In this study they adopted a triangulation method using
documentation reviews, interviews with senior managers and a questionnaire involving persons
with managerial responsibilities. The findings of this study revealed that there was a two way
relationship between management control systems and strategy. Kober et al. found that the
interactive use of management control systems helped to facilitate a change in strategy and the
management control systems changed to match a change in strategy.
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Mir and Rahaman (2006) studied the leadership style, role of accounting and the reform process
of a public sector agency in Australia. Their study revealed that the researched organisation
adopted performance measurement systems as the core of the indirect control system and this
system evaluates performance at three levels; the individual, the teams, and the organisation.
They observed that central elements of the performance system were both financial and nonfinancial measures. In the new system, profit and budget targets were important financial
measures. On the other hand, business process improvements and organisational learning were
considered as non-financial performance measures. Their study also revealed that to create
‘ownership mentality’ rise of employee morale was also the dominant part of new management
control systems. They observed that introducing commercial accounting technologies were also
part of the management control systems in the researched organisation.

Webster and Hoque (2005) studied how public sector reform brings about changes in the cost
accounting system and its use in a state-owned teaching and research hospital in Australia. They
pointed out that in the new public sector environment hospitals were viewed as a collection of
cost centres which were engaged in producing health products, managing products and outputs
and creating accountability. They observed that a clinical costing system was implemented in the
hospital to gain external legitimacy, such as complying with the requirements of the National
Competition Policy and meeting the expectations of the state health authority, professional
associations and the public. They also observed that executives, directors and managers of the
organisation use cost information as a management control tool.

Gurd and Thorne (2003) conducted a longitudinal study on the transformation of an accounting
and control system during organisational change. The case study was a department of the
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Electricity Trust of South Australia (ETSA), a public sector electricity generator, distributor and
retailer in the state of South Australia. They examined how the Activity Based Costing (ABC)
system, a control tool for understanding product and customer cost and profitability based on the
production and performing process changed over time to meet the external and internal pressures
and changes in an organisation. They observed that Australian government-owned electricity
generators and distributors were not immune from the general move of the NPM. Further, as a
result of the Hilmer (1993) report into national competition policy, the Australian Federal
government targeted the electricity industry to improve the cost efficiency. The departmental
manager accepted the concept and convinced his subordinate managers that it was a useful tool to
drive the business forward. At the same time the role of the consultants was also criticised by
some staff. This process was hindered by the lack of management support for putting resources
into continuing to build the ABC model and finally the ABC disappeared.

Moll and Hoque (2000) studied the changes in management control systems under new public
management in an Australian local government organisation. Their study revealed that the
organisation structure has changed over time from a variety of institutional pressures such as
State Boundary Review, the Local Government Act, and the National Competition Policy. They
observed that for management decision-making and external reporting purposes, the Financial
Management Information System had been adopted. They also observed that budgeting was a
dominant mode of control in the organisation and it has been used in the overall planning process
and in the performance measurement system.

Abernethy and Chua (1996) studied the role of the accounting control system as part of an
interrelated control package in a large public teaching hospital in Australia. They argued that the
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control mix is not only contingent on the organisation’s technical environment but also on its
institutional environment.

Bellamy and Kluvers (1995) studied whether the use of non-traditional forms of budgeting (such
as program budgeting) led to improved resource allocation and the enhancement of efficiency and
effectiveness in local government in Victoria, Australia. The findings of the study showed little
evidence in support of the claimed advantage of program budgeting in local authorities in
Victoria.

Abrernethy and Stoelwinder (1995) studied the role of professional control in the management of
a large teaching hospital in Australia. The findings of the study indicated that when formal
administrative controls could not cater to the unpredictability of complex work demands, one
strategy was to employ professionals who had been trained to cope with these demands and
whose behaviour was primarily controlled by social and self-control mechanisms.

Mcphee (1992) discussed the importance of accounting information, an important management
control tool, to cope with the changing environment in the Australian public sector and observed
that resource management reforms and developments had necessitated better accounting
information for the various public sector agencies.

As mentioned earlier, management control systems form a vast area to study. In this section some
of the literature on management control systems related with this study in different countries and
Australia are reviewed. The following Tables summarise these findings.
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Table: 3.3

Summary of management control systems literature in the private sector - an
international perspective

Authors (Date)
Kaplan et al. (2010)

Research Topic
Balanced scorecard
management system
and alliance
management

Riccaboni and Leone
(2010)

Management control
systems in
implementing
sustainable strategies
Organisational control
as a cultural practice

Ahrens and Mollona
(2007)

Findings
Country
Balanced scorecard can help Belgium
companies switch their
alliance management focus
from contributions and
operations to strategy and
commitment.
Management control systems USA
work in order to translate
strategies into action.
Organisational control
practices relied on diverse
accounting and accounts of
organisational actions and
purposes.

UK

Mouritsen and Thrane
(2006)

Accounting network
complementarities and
the development of
inter-organisational
relations

Accounting could be
conceptualised as an actor
helping to mediate, shape
and construct inter
organisational relations.

Denmark

Busco et al. (2006)

Management
accounting systems,
learning and cultural
change

Italy

Matsumura and Shin
(2006)

Effects of
implementing an
incentive plan with
relative performance
measures

Henri (2006a)

Organisational culture
and performance
measurement systems

Management accounting is a
social practice and can be
implicated in process of
organisational culture
change.
Financial performance
improves following the
implementation of an
incentive plan includes
relative performance
measures
Before implementing
performance measurement
system, organisations are
encouraged to define their
expected use to better guide
the design of the system
toward the right diversity of
performance measures.

Korea

Canada
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Henri (2006b)

Use of management
control systems and
organisational
capabilities

Interactive use of
performance measurement
systems fosters capabilities
of market orientation,
entrepreneurship,
innovativeness and
organisational learning.

Canada

Coad and Cullen
(2006)

Interorganisational
cost management

Successfully introduced
process mapping and
activities management
practices to reduce costs. It
gave management the
confidence to explore their
use for inter-organisational
cost management.

UK

Alkaraan and
Northcott (2005)

Conventional
financial analysis
tools and selected
emergent analysis
approached in the
capital investment
decision making

Conventional financial
analysis techniques still
dominate the appraisal of
capital investment decisions

UK

Lau and Sholihin
(2005)

Behavioral
consequences of the
use of financial and
non financial
measures for
performance
evaluation

The process by which non
financial measures affect
employee job satisfaction is
not different from that of
financial measures.

Indonesia

Bhuian et al. (2005)

Effect of
entrepreneurship on
the relationship
between market
orientation and
performance
Changes in accounting
and diffusion process

Market orientation is most
effective when the firm
maintains a moderate level
of entrepreneurship
orientation.

USA

The original balanced
scorecard presented by
Kaplan and Norton has been
supplemented with other
innovations.

Sweden

Ax and Bjornenak
(2005)
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Bisbe and Otley
(2004)

Waweru et al. (2004)

Effects of the
interactive use of
management control
systems on product
innovation.
Management
accounting change

Murphy (2003)

Management control
preferences in a crosscultural perspective

Hussain and Hoque
(2002)

Non-financial
performance
measurement
practices

Picard and Reis
(2002)

Elements of
management control
systems that might be
particularly sensitive
to cultural diversity.

Hoque et al. (2001)

The use of multiple
measures of
performance in
manufacturing
organisations.

V΄amosi (2000)

Kimura and
Mourdoukoutas
(2000)

Interactive use of
management control systems
did not support innovations.

Spain

Global competition and
South African governmental
reform initiatives promoted
the management accounting
change process within the
researched organisation.
Culture does affect
individual’s preferences for
management control.

South Africa

The nature of the service
organisation is itself a cause
of difficulty for management
in measuring non financial
performance.
Enhanced appreciation of
cultural differences leads to
increased cultural sensitivity
in management control
systems design.

USA

Japan

International

Greater emphasis on
New Zealand
multiple performance
measures associated with
market competition and
making greater use of
manufacturing processes
Continuity and change Management accounting and Hungary
in management
reporting in the researched
accounting
organisation had changed
from formal, hierarchical
decisions to adaptation to a
new market and everyday
reality. The study claimed
that these developments
created an internal need for
new types of economic
information and control.
Effective integration
Management control systems International
of management
must be expanded to
control systems for
managerial practices that

100

Van der Stede (2000)

Davila (2000)

competing in global
industries.

empower employees to
exploit new opportunities.

Relationship between
consequences of
budgetary controlsbudgetary slack
creation and short
term orientation.
Drivers of
management control
systems’ design in
new product
development

Budgetary control styles that
organisations implement
may be affected by business
unit past performance and
competitive strategy.

USA.

Researching management
control systems in new
product development cannot
be restricted to traditional
accounting measures, but
needs to include a broader
set of measures.
Management controls
become interactive when
managers use planning and
control procedures to
actively monitor and
intervene in ongoing
decision activities of
subordinates.
Changes in organisational
control are related to
changes in an organisation’s
economic situation.

USA

Simons (1990)

The role of
management control
systems in creating
competitive
advantage.

Czarniawska (1988)

Organisational control
system

Table: 3.4

USA

Sweden

Summary of management control systems literature in the public sector- an
international perspective

Authors (Date)
Srimai et al. (2011)

Persson and Westrup
(2009)

Research Topic
Performance
measurement,
organisational
learning and strategic
alignment in Thai
public sector
Management control
systems in service
organisations

Findings
There is an indirect effect of
interactive use of strategic
performance measurement
systems and strategic
alignment through
organisational learning.
A more dialogue-oriented
form of knowledge
development can be created
in human service
organisations.

Country
Thailand

Sweden
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Alam and Nandan
(2008)

Nature of changes in
management control
systems as a result of
public sector reform

The changes were smooth
but the meanings and
implications of the new
concepts were moving down
the hierarchy at a very slow
pace.

Fiji

Alam et al. (2004)

Change in operations
and accounting
practices within the
Fijian Development
Bank

The key performance
indicators used in the
evaluation of performance of
lending staff of the bank
were linked to profitability
and these were the driving
forces towards achievements
of profit related targets.

Fiji

Lapsley and Wright
(2004)

Dissemination and
adoption of
management
accounting practices
within the new public
sector
Approaches to
measure performance
in the governmental
organisations

Much of the innovation in
the public sector has
originated from the private
sector.

UK

In governmental
organisations it is very
complicated to identify
products and assess output.
The strong political
dimension of government
organisations may
complicate performance
measurement.
Governments make
themselves accountable in a
political sense rather than
managerial

International

Jensen(2004)

Broadbent and
Laughlin (2003)

Control and
legitimation in
government
accountability process

Modell (2001)

Performance
measurement and
institutional processes

UK

Internal performance
Norway
measurement was primarily
geared at the divisional level.
Continuous financial
performance evaluation of
and within divisions was
undertaken on a monthly
basis and primarily focused
on budgetary deviations and
comparisons between

102

outcomes and divisional
prognoses.
Hoque and Hopper
(1994)

Management control
in a jute mill in the
public sector.

Accounting system in the
mill was mainly a response
to external legitimacy. Mill
managers used
social/informal control
mechanisms to cope with the
complexity and uncertainty
around the mill.

Berry et al. (1985)

Management control
systems in public
enterprise.

In the researched
UK
organisation, financial
planning and control systems
did not appear a dominant
mode of organisational
control, physical production
planning was appeared more
important. The changes took
place in the organisation
were not for the needs of
internal organisational
management but for the
external pressures.

Table: 3.5

Bangladesh

Summary of management control systems literature in the private sector- An
Australian perspective

Authors (Date)
Alam and Nandan
(2010)

Research Topic
Findings
The nature of context specific There were significant differences
issues and challenges facing
between small accounting practices and
small accounting practices
specifically how they addressed their
contextual uncertainties.

Baines and LangfieldSmith (2003)

Relationship between the
changing competitive
environment and a range of
organisational variables to
management accounting
change

An increasingly competitive
environment has resulted in an increased
focus on differentiation strategies. These
strategies has influenced changes in
organisational design, advanced
manufacturing technology and advanced
management accounting changes.
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Langford-Smith and
Smith (2003)

Design of management
control systems and the role
of trust in outsourcing
relationships.

Chenhall and
Langfield-Smith
(2003)

Strategic change and the
development of performance
evaluation and compensation
scheme
Strategy, structure, leadership
and decision making style
and their relationships with
management accounting
systems from an
organisational life-cycle
perspective
Customer-focused
manufacturing strategy and
the use of operations based
non-financial performance
measures

Moores and Yuen
(2001)

Perera et al. (1997)

Abernethy and Lillis
(1995)

Aberenethy and
Guthrie (1994)

Table: 3.6

Impact of manufacturing
flexibility on management
control system design of
manufacturing firms
Strategy and management
information system design

The characteristics of the outsourcing
transactions seemed to meet the
requirements of a trust based pattern of
control rather than a market-based or
bureaucratic-based pattern.
Adopted team-based structures to
enhance employee enthusiasm to work
towards sustaining strategic change.
Management accounting system
formally changed to complement
organisational characteristics across lifecycle stages.

Support is found for the hypothesized
association between customer-focused
strategy and the use of non-financial
performance measures but not for the
link to organisational performance.
Integrative liaison devices are a critical
form of control in managing the
implementation of flexible
manufacturing strategies.
The effectiveness of business units is
dependent on a match between the
design of the information system and the
firm’s strategic posture.

Summary of management control systems literature in the public sector- An
Australian perspective

Authors (Date)
Moll and Hoque
(2011)

Research Topic
Budgeting of a university

English et al. (2010)

Performance Auditing

Findings
Budget system was not appropriate with
their values and expectations for the
university. The staff undermined it
through patterns of under and over
spending.
In performance auditing assessing
economy, efficiency and effectiveness is
of prime importance.
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The interactive use of management
control systems helps to facilitate a
change in strategy and the management
control systems change to match a
change in strategy.
The researched organisation adopted
performance measurement systems as
the core of the indirect control systems.
Central elements of the performance
system were both financial and non
financial measures.

Kober et al. (2007)

Relationship between
management control system
mechanisms and strategy.

Mir and Rahaman
(2006)

Reform process of a public
sector agency

Webster and Hoque
(2005)

Public sector reforms and
changes in the cost
accounting system of a public
hospital

Clinical costing system was
implemented in the hospital to gain
external legitimacy. Executives,
directors and managers of the
organisation use cost information as
management control tool.

Gurd and Thorne
(2003)

Transformation of activity
based costing system in a
public sector organisation
during organisational change

Activity based costing system was
introduced in the researched
organisation to drive the business
forward. Managers accepted the concept
but were criticized by some staff.

Moll and Hoque
(2000)

Changes in management
control systems under new
public management in a local
government

Organisational structure of the
researched organisation has changed
over time from a variety of institutional
pressures. Financial management
information system has been adopted for
management decision making and
external reporting purposes.

Abernethy and Chua
(1996)

The role of accounting
control system as part of an
interrelated control package

Control mix is not only contingent on
the organisation’s technical environment
but also on its institutional environment.

Bellamy and
Kluvers(1995)

Program Budgeting in
Australian local government

Little evidence in support of the claimed
advantage of program budgeting in local
authorities in Victoria.

Abrernethy and
Stoelwinder (1995)

The role of professional
control in the management of
complex organisations

When formal administrative controls
cannot cater to the unpredictability of
complex work demands, one strategy is
to employ “professionals” who have
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Mcphee (1992)

been trend to cope with these demands
and whose behaviour is primarily
controlled through social and self
control mechanisms.
The importance of accounting Resource management reforms and
information to cope with the
developments have necessitated better
changing environment in the accounting information for the various
public sector
public sector agencies.

This section reviewed the literature on management control systems both in private and public
sectors. However, most of the studies reviewed here were conducted on the private sector. Some
of the studies which were conducted on the public sector observed that public sector had started
to use these control technologies borrowed from private sector. Therefore, the review of
management control literature suggests that there is significant scope and opportunity for
understanding management control systems in the public sector. It has also been observed that
the trend of the Australian reforms is different from international context. Australia had
concentrated on management reform during the 1980s, but increasingly accepted the need for
market oriented reform.

Review of recent articles also revealed that while there has been a widespread interest on
management control systems in the public sector, few empirical studies have been investigated
the use of management control systems in a governmental department context both in Australia
and in other countries of the world. It has been observed that the trend of the Australian reforms
is different from international context. Australia had concentrated on management reform during
the 1980s, but increasingly accepted thew need for market-oriented reform.

It has also been observed that these researched government departments were established before
public sector reforms started. Therefore, their experiences were different from those government
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departments that were established after the reforms took place. However, no study has yet been
conducted on a new government department describing their experiences of implementation of
private sector-style management control systems. For example, some researchers who studied
organisational changes, observed them as situations A to B, comparing these situations. However,
for a new organisation, there is no A to B situation. This thesis will try to address this gap by
providing a detailed description of the management control systems used in a new government
department in Australia. The literature also revealed that most of the studies on management
control systems were set in countries other than Australia. It indicates that there is opportunity for
studying management control systems in the Australian context.

From the literature it has been identified that the key focus of management control research is on
financial control and little attention is paid on people, culture, strategy and action or tasks. This
thesis will address this gap by studying the management control systems as an interrelated control
mechanism which will include results, actions or tasks, culture and people.

Moreover, from the literature it was also been observed that of those management control studies
that were conducted, most of them used quantitative research approach which allow for findings
to be generalized, but do not allow for an in depth understanding why and how these control
systems were evolved. The objective of this thesis is to gain an in-depth understanding of how
and why these control tools were designed and operated. Hence, this thesis addresses this gap by
providing rich and detailed description of the management control systems used in one of the
government departments in Australia. More specifically, this thesis explores how and why the
management control systems came to exist in a new governmental department established after
the public sector reforms were taken place in line with new public management ideals.
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3.4 CONCLUSION
The above discussion noted that in Australia and in other countries, numerous studies have
explored issues on public sector reforms. However, little empirical research to date has explored
in depth managing reforms through management control technologies on a new governmental
department. As a consequence, the implications of control tools in a new government department
are unknown. The present study fills this gap in the management control literature by providing
an in-depth analysis of management control systems in an Australian governmental department.

The literature review also identified that numerous studies have been undertaken to explore
management control systems in different contexts. However, many of them were conducted using
quantitative research approaches such as surveys which allows findings to be generalised, but do
not allow for an in depth understanding of how and why these control technologies exist. There is
still a dearth of closely observed studies such as the case study approach describing the
experiences of organisations using these control technologies. This thesis seeks to understand
how and why management control technologies were designed and operate in a new government
department, using a case study approach that allows for a more in depth analysis too.

In conclusion, this thesis explores the design and operation of management control systems of a
new governmental department in Australia. This chapter provided literary evidence to support the
rationale for doing such research. The next chapter presents a description of the theoretical
framework used in this study to guide data collection and to make sense of the research findings.
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CHAPTER FOUR
THEORETICAL FRAMEWORK FOR THE STUDY
4.1

INTRODUCTION

The objective of this chapter is to discuss the theoretical framework adopted for this study to
analyse and interpret data. This framework is expected to help in understanding the management
control processes evolved in the researched organisation. Gaffikin (2007) argued that research is
undertaken to either generate new theories or support existing theories. It has been observed that
there are various views among the researchers in adopting a prior theoretical stance in research.
Some scholars argued that a prior theoretical stance may bias or limit the findings (Eisenhardt,
1989; Flinders, 1993; Layder 1995). Their critics, however, claimed that adopting a predetermined theory in a research can be more robust because these theories have already been
tested in previous research. However, supporters in favour of adopting a prior theoretical
framework in research (for example Alam and Lawrence, 1994; Lodh and Gaffikin, 1997;
Quattrone and Hopper, 2001; Baxter and Chua, 2003; Hoque, 2005; Gaffikin, 2007; Berry et
al.2009) argued that in conducting research on organisational practices, it is legitimate to use a
wide range of theoretical approaches to explain such activities. In qualitative research, a useful
theory helps to organise the data (Jorgensen, 1989; Lodh and Gaffikin, 1997; Llewelyn, 2003;
Irvine and Gaffikin, 2006; Cooper, 2008; Maxwell, 2009, Jacobs, 2012).

The same view is taken in the present research which assumes that theory is a framework for
viewing the social world that is too general, too broad and too all-encompassing to be confirmed
or refuted by empirical research (Cooper, 2008). It is also assumed in this research that when
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knowledge is gathered with the help of theory, there is a potential for data coherence and control,
which prevent the researchers from collecting an unsystematic pile of accounts (Kaplan and
Manners, 1986; Bogdan and Biklen, 1982).

The framework considered in this study for the interpretation and analysis of data is Giddens’s
structuration theory. Structuration theory is an orderly, comprehensive, and integrated way to
analyse and understand the role of management accounting and control systems (Macintosh and
Quattrone, 2010). Giddens’s structuration theory is concerned with the relationship between the
actions of agents and the structuring of social systems in the production, reproduction and
regulation of social order. As management control systems are socially constructed, Giddens’s
structuration theory has adopted in this research to obtain a better understanding of human
actions and to explore how these control devices are implicated in the wider social context
through time.

The rest of the chapter is organised as follows. Section 4.2 provides the role of theories in
research. Section 4.3 briefly discusses the use of theories in case studies. Section 4.4 presents
Giddens’ structuration theory as the theoretical framework for this study. Section 4.5 gives a brief
description of structuration theory used in accounting and management control research. Section
4.6 concludes the chapter.

4.2

THE ROLE OF THEORIES IN RESEARCH

Theories are widely used in all sorts of research. Christenson (1976) mentioned:
….theory is like the bucket, rather than like the water in the bucket. A person has to
have a bucket before he can collect the water and he has to have a theory – a
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framework for measurement – before he can collect “the facts”. No matter how much
water he collects, it will never accumulate to a bucket; no matter how many facts he
collects, they will never accumulate to a theory.

In the above statement Christenson (1976) pointed out that in research one must be guided by
some conceptual framework and theory can be used as a conceptual framework in research.
Silverman (2000) expressed the same view, stating that theory is a set of concepts used to define
and/or explain some phenomena. In qualitative research, theory plays an important role.
Qualitative research design and research practice is imbued with theory throughout (Mason,
2002). Mason (2002) argued that key research decisions have both theoretical grounds and
theoretical consequences.

Creswell (2009) argued that theory is not a ‘container’ because it does not fit a particular
situation, or it inadequately explains what is occurring naturally in a situation. According to
Creswell (1994, 2009) a theory or pattern emerges after gathering detailed information. Creswell
(1994) developed a model shown in Figure 4.1.
Fig. 4.1 The Inductive Mode of Research in a Qualitative Study
Researcher Develops a Theory or Compares Pattern
with other Theories
↑
Researcher Looks for patterns (Theories)
↑
Researcher Forms Categories
↑
Researcher Asks Questions
↑
Researcher Gathers Information

Source: (Creswell, 1994, p.96)
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Creswell (1994) also mentioned that in qualitative study, the researcher does not begin with a
theory to test or verify but the researcher follows the inductive model and a theory may emerge
during the data collection and analysis phase. Creswell (1994) argued that a theory or pattern
emerges after gathering detailed information and forms categories or themes and the
methodological use of some larger explanation must fit into logic of an inductive process of
research.

Humphrey and Scapens (1996) also agreed that no researcher can avoid approaching a case study
without some prior theoretical framework. However, they argued that adopting a pre-determined
theory as a lens through which to interpret a case could well be gained at the expense of ignoring
organisational dynamics and tensions which do not readily fit the chosen theory.

There are opposing views among the researchers concerning the application of theories and the
adoption of prior theoretical stances for research. Some scholars have argued that prior
theoretical stance may bias or limit the findings (Eisenhardt, 1989). Some researchers have also
viewed adopting a pre-determined theory in a research to be more robust because they have
already been tested in prior research (Layder, 1995). Another limitation to adopting a prior theory
is that prior theories are based on ideological assumptions and may limit the ability to capture the
complexity of the field (Flinders, 1993). Therefore, there are different views among the
researchers in adopting prior theoretical stances.

However, a larger number of supporters are in favour of adopting prior theoretical framework in
research. For example, Maxwell (2009) claimed that in qualitative research, a useful theory helps
to organise the data. It draws attention to particular events or phenomena and sheds light on
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relationships that might otherwise go unnoticed or misunderstood. In making sense of the data,
theorisation is particularly important because it relates to the construction of meaningful patterns
and organisations of facts. Jorgenson (1989) also argued that a theory is an arrangement of facts
in the form of an explanation or interpretation. Going further, Laughlin et al. (1989) stated that
theory and empirical research need to be brought together in a symbiotic relationship, each
informing the other in order that they can both be strengthened.

Therefore, majority of existing literature favour a prior theoretical stance (Laughlin et al, 1989;
Humphrey and Scapens, 1996; Llewelyn, 2003; Denzin and Lincoln, 2003; Silverman, 2004;
Irvine and Gaffikin, 2006; Vincent et al. 2006; Cooper 2008; Maxwell, 2009, Flick, 2009). In the
present study, the majority views have been considered and a theoretical framework was adopted
as the fieldwork progressed. The next section discusses the application of theory in case study
research.

4.3

THEORY AND THE CASE STUDY

Yin (2009) mentioned that case study investigates a contemporary phenomenon. However, a
simple narrative discussion does not make case study research. The phenomenon examined
should be of theoretical significance (Booth, 1991). Humphrey and Scapens (1996) also
mentioned that a theoretical framework is regarded essential for any case study. Yin (2009)
argued that the use of theory is an immense aid in defining the appropriate research design and
data collection. He further argued that the same theoretical orientation also becomes the main
vehicle for generalizing the results of the case study. Humphrey and Scapens (1996) observed
that in general, understandings of accounting were developed by means of illustrating the
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relevance of particular social theories and by their application to specific case studies. Otley and
Berry (1994) expressed the same views and mentioned that case methods are in no sense ‘theory
free’. They argued that case studies are likely to be most valuable where their initial theoretical
positions are clear.

One of the common criticisms of case study is generalisation. It is difficult to generalise case
study findings because a case may not be representative of the population or even if
representative, the findings are unique. Statistical sampling logic is not appropriate for case
studies. To overcome this limitation, theories are widely used in case studies. Case studies rely on
theoretical inference for the generalisability of their findings. To make it general, case study
findings should relate theoretically relevant characteristics reflected in the case to one another in
a logical coherent way (Mitchell, 1983). In case studies, therefore, theoretical generalisation is
possible instead of statistical generalisation. As Humphrey and Scapens (1996) noted theories are
rhetorical devices for both interpreting case studies and convincing the research community as to
the validity of the case findings and interpretations.

Llewelyn (2003) also expressed the same notion. Llewelyn argued that in management and
accounting disciplines qualitative research engages in empirical work to collect information on
organisational actions, events, structures and processes. She further mentioned that after the field
research is over, the qualitative researcher faces some challenging questions. The questions are:
how should these actions or events is understood? Or how can the organisational structures or
processes are explained? Her advice is to ‘incorporate some theory’ to understand these
organisational issues. Llewelyn (2003) claimed that theorisation or conceptual framing is the
‘value added’ in qualitative academic research. She further stated that theory and data are
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interdependent in social science and the meaning of data cannot be understood without theory
and theories cannot be validated through data. The theoretical framework considered in this study
for the interpretation and analysis of data is Giddens’ structuration theory. The next section
discusses this theory.

4.4

THEORETICAL FRAMEWORK FOR THE PRESENT CASE
STUDY- GIDDENS’S STRUCTURATAION THEORY

Giddens’s structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. As management control systems are socially constructed (Ryan et al., 1992; Alam and
Nandan, 2008; Busco, 2009). Giddens’s structuration theory has been adopted in this research to
obtain a better understanding of human actions and to explore how management control devices
are implicated in the wider social context through time. As Conrad (2005) mentioned:
Structuration theory affords a way of making sense of the social processes which
have helped shape management control. It can contribute to an analysis of the
changes which have taken place in an organisational level and at a wider societal
level, which have led to the emergence of new social systems.

Craib (2011) argued that a researcher can look at any social phenomenon from the point of view
of strategic action or from that of institutional analysis. Craib further argued that one can employ
Giddens’s approach as a set of compatible concepts for such research. Macintosh and Quattrone
(2010) suggested Giddens’s structuration theory as a valuable framework for management
accounting research and mentioned that this theory is a more focused, informative, integrative,
yet efficient, way to analyse how accounting systems are implicated in the construction,
maintenance and changes of the social order of an organisation, than many frameworks used in
previous studies. It is one of the reasons to adopt structuration theory in this research.
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Social systems are systems of social interaction (Giddens, 1979, p. 66), which ‘comprises of the
situated activities of human agents reproduced across time and space’ (Giddens, 1984, p.25). In
analysing the social system, Giddens differentiated between system and structure. Systems are
not structures but social systems have structures (Giddens, 1984, p. 66). Structures are the rules
and resources or codes of action which are used in social interaction to guide the actors’
behaviour in a social setting. Agency, the other major attribute of a social system, is the
intentional actions of self-conscious individual members of the system as they interact with
others in social situations.

Agency is the ability of individuals to be purposive in social settings and to reflexively monitor
their own and other actions. According to Giddens (1976, 1979, 1984) actors are conceptualized
not simply as social dupes governed by independent structures, but rather as existential beings
who reflexively monitor their conduct and make choices in social settings. Structuration denotes
that structure and agency exist in a recursive relationship. Table 4.1 provides the components of
structure, system and structuration.
Table 4.1 Structure, System and Structuration

STRUCTURE

Rules and resources, organised as properties of social systems.
Structure only exists as ‘structural properties’.

SYSTEM

Reproduced relations between actors or collectivities, organised as
regular social practices.

STRUCTURATION

Conditions governing the continuity or transformation of structures,
and therefore the reproduction of systems.

Source: (Giddens, 1979, p. 66)
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Giddens (1979, p. 64) claimed that every social system has structures. Structure refers to the
structuring properties which are the ‘rules and resource, recursively implicated in the
reproduction of social systems’ (Giddens, 1979, p. 64). Giddens et al. (2011) argued that social
structure is not like a physical structure, such as building, which exists independently of human
actions. Giddens et al. (2011) further argued that human societies are always in the process of
structuration. They are reconstructed at every moment. Giddens (1979, p.64) mentioned:
the modalities of structuration are drawn upon by the actors in the production
of interaction, but at the same time are the media of the reproduction of the
structural components of systems of interaction’ (Giddens, 1979, p. 81).

In a social setting, actors produce and reproduce structures but at the same time are also guided
by them. Giddens (1976, 1979, 1984) identified that structure in its conventional sense as
referring to the structuring properties of any social system. Structures are the codes, rules,
blueprints or formulas that shape social behaviour. Agency, in contrast, depicts social life as
actively constituted by individuals who subjectively produce shared understandings which guide
them in social setting. According to Giddens (1976, 1979, 1984) action and structure normally
appear in both the sociological and philosophical literature as antinomies. Giddens (1976, 1979,
1984) argued that action and structure presuppose one another, but that recognition of this
dependence, which is a dialectical relation, necessitates a reworking both of a series of concepts
linked to each of these terms, and of the terms themselves. Structure guide individual’s behaviour
in contexts of co-presence, and they are available to agents as a blueprint for action.

The structures are both the medium and the outcome of interaction. Giddens argued that action
and structure cannot be separated but presuppose one another. Giddens termed it as ‘duality of
structure’.
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By the duality of structure I mean that social structures are both constituted by human
agency, and yet at the same time are the very medium of this constitution (Giddens,
1976, p.121).

Structure and agency exists in a recursive relationship that Giddens termed structuration.
Structuration and the duality of structure are key concepts in understanding the continuity of
social reproduction. The constitution of agency and structure are not two independently given
sets of phenomena, a dualism, but represent a duality (Moore, 2011; Busco, 2009; Conrad, 2005).
In a social setting, actors produce and reproduce structure but at the same time are also guided by
them. So, the structures are both the medium and the outcome of interaction. Giddens (1976,
1979, 1984) argued that action and structure cannot be separated but presuppose one another.
Giddens termed it as ‘duality of structure’.

Giddens suggested that within the processes of structuration there are three dimensions of social
structure (1979, p. 97) Signification (meaning), legitimation (morality,) and domination (power).
Signification is the rules or aspects of rules. These are codes or modes of coding. Domination
involves authorisation and allocation. Legitimation is the modes of normative regulation. When
people act, they draw from these structures. Agents in their actions constantly produce and
reproduce the social constructs and Giddens mentioned that all human interaction is inextricably
composed of structure of meaning, power and moral framework. These three dimensions are only
analytically separable properties of structures (Giddens, 1979, p. 97) and are inextricably linked
in reality. Table 4.2 shows the dimensions of social structure.
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In every dimension there are modalities through which interactions are made and the main
processes of human action during interaction are: communication, the exercising of power and
sanctioning of conduct.

Table 4.2 Dimensions of Social Structure

SIGNIFICATION

Theory of coding

DOMINATION

Theory of authorisation and allocation

LEGITIMATION
Source: (Giddens, 1979, p. 97).

Theory of normative regulation

Figure 4.2 shows Giddens’s structuration framework.
Figure: 4.2 Structuration framework

structure

signification

…

domination

…

legitimation

modality

interpretive
scheme

…

facility

…

norm

communication

…

power

…

sanction

interaction

Source: (Giddens, 1984, p. 29)
The third line of Figure 4.2 refers to the elements of interaction: communication, power and
sanction. Second line represents modalities which refer to the mediation of interaction and
structure in processes of social reproduction (Giddens, 1984, p. 29). Here modalities are
interpretive scheme, facility and norm. Those on the first line are characterisations of structure,
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signification, domination and legitimation. Signification refers to the communication of meaning
in interaction. It is the cognitive dimension of social life which has interpretative schemes.
Interpretive schemes are ‘standardised elements of stock of knowledge, applied by actors in the
production of interaction’ (Giddens, 1984, p.30). In the signification structure, agents draw upon
interpretative schemes in order to communicate with each other and at the same time reproduce
them. In the domination structure the use of power in interaction involves the application of
facilities. The facilities are both drawn from an order of domination and at the same time, as they
are applied, reproduce that order of domination (Giddens, 1984, p.30). The final structure is that
of legitimation which involves moral constitution of interaction, and the relevant modality here is
the norms of a society or community which draw from a legitimate order, and yet by that very
constitution reconstitute it (Giddens, 1976, p. 123). These three structures constitute the shared
set of values and ideals about what is important and should happen in social settings. Giddens
(1976, 1984, 1984) identified that actors are not simply as social dupes governed by independent
structures, but rather as existential beings who reflexively monitor their conduct and make
choices in social settings.

According to Giddens (1976, p. 104) any interaction can be analysed in terms of these ‘three
fundamental elements: its constitution as ‘‘meaningful’’; its constitution as a moral order; and its
constitution as the operation of relations of power’. Giddens (1979, p. 81) argued that ‘the
communication of meaning does not take place separately from the operations of relations of
power, or outside the context of normative sanctions’ and ‘all social practices involve these three
elements’ (Giddens, 1979, p. 82). Giddens mentioned that communication, power and morality
are integral elements of interaction, so signification, domination and legitimation are only
analytically separable properties of structures (Giddens, 1976, p. 123).
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Giddens (1990, p. 303) argued that no generalised account of social change is possible since all
social practices are irremediably contextual (Giddens, 1990, p. 301), and outcomes are erratic
(Giddens, 1990, p. 303). Giddens (1990, p.303) mentioned that structuration theory provides an
analysis of the major types of social change. Lawrence et al. (1997) observed social changes and
used structuration theory. They mentioned that the use of systems in practice depends on people’s
interest and to understand those systems in use, it is necessary to understand the social aspects of
organisation. Over time these systems are subject to change. There may be both slow
evolutionary and sudden revolutionary change. A number of accounting and management control
researchers identified these changes using Giddens’s structuration theory in their research. The
next section provides a brief description about that.

4.5

GIDDENS’S STRUCTURATAION THEORY IN ACCOUNTING AND
MANAGEMENT CONTROL RESEARCH

Over the last two decades it was observed that a series of alternative approaches has been used in
accounting and management control researches. One of these approaches is motivated by
interpretive sociology (Glaser and Strauss, 1968; Schutz, 1967). Colville (1981) and Rosenberg
et al. (1982) first time used this approach in the accounting research. Interpretive perspective
epistemologically believes that social meaning is created during interaction and people’s
interpretations of interactions (Hesse-Biber and Leavy, 2006; Cresswell, 2007; Gaffikin, 2008).
Chua (1988) argued that interpretive sociology refers to an intellectual tradition which focuses on
the constructive and interpretive action of people. Llewelyn (2003) observed that qualitative
research using interpretive methodologies now has become increasingly influential. According to
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these methodologies, management control systems are not natural phenomena they are socially
constructed and they can be changed by social actors (Ryan et al., 1992).

Interpretive approaches illustrate the subjective nature of the social world and tries to understand
it primarily from the frame of reference of those being studied (Hopper and Powell, 1985).
Hopper and Powell also mentioned that interpretive methods may provide useful insights.
Humphrey and Scapens (1996) found that published accounting and management control
researches have been influenced by these interpretive approaches of writings of social theorists
and philosophers. Accounting and management control researchers adopted these theories to
analyse sociological and philosophical discourse (Zawawi and Hoque, 2010). They used various
sociological and philosophical theories, for example, theories provided by Focault, Latour, Marx,
Adorno, Braverman, Gramsci, Hebermas, Giddens, Weber and Derrida. These theoretical stances
helped to understand issues of social control and coordination (Covaleski and Dirsmith, 1990;
Covaleski et al., 1996; Lodh and Gaffikin, 1997). In order to gain a better understanding about
the control systems in an organisation, it is necessary to look at the relationship between day-today social action and the various dimensions of social structure. For this reason the present study
has adopted an interpretive approach and used Giddens’s structuration theory to understand how
management control systems are implicated in their social setting. The epistemlogical and
ontological belief inspired the researcher to adopt Giddens’ structuration theory in this thesis. In
this thesis it is assumed that multiple realities can exist in a given situation and for this reason the
intention of the research is to promote a subjective research. According to Giddens (1976, 1979,
1984) social systems exist because they are continually created and recreated in every encounter,
being the active accomplishment of subjects. Giddens’s structuration theory has been used to
understand how management accounting and control systems are implicated in the wider social
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setting. Structuration theory may be valuable way of understanding the role of management
accounting and control in the production and reproduction of the social life of any organisation
(Macintosh and Scapens, 1991).

Researchers in many disciplines used Giddens’ structuration theory as a conceptual framework
for detailed longitudinal empirical studies of various social institutions (Macintosh and Scapens,
1990). Structuration theory created a distinctive contribution to alternative management
accounting research (Baxter and Chua, 2003; Jacobs, 2012). A number of accounting and
management control researchers used Giddens’s structuration theory as a theoretical framework
for their research. Englund et al. (2011) studied 25 years of the use of Giddens in accounting
research and found that Roberts and Scapens (1985) first introduced Giddens’s structuration
theory into accounting research. Since then structuration theory has become part of a larger
‘alternative’ stream of accounting research. Englund et al. (2011) observed that a quarter of a
century later, structuration theory informed accounting literature consisting of around 65
published papers and this theory has become one of the dominant alternative approaches used to
explore accounting practices.

In another study, Englund and Gerdin (2011) used Giddens’s structuration theory and argued that
a duality perspective has great advantages for understanding management accounting and control
systems change processes. They suggested that when embedded actors envision new management
accounting and control systems practices, their interests, intentions and interpretations are all
largely conditioned by the prevailing structural arrangement. Thus to understand the phenomena
better, a flat and local duality perspective should be adopted.

123

Moore (2011) provided an overview of the contribution of Norman Macintosh to the
development of structuration theory, which is then used as a sensitizing device to analyse the
introduction of the European Union emissions trading system and the associated accounting
interpretation as a theoretical framework that enables management accounting research to include
social and political phenomena for the purpose of understanding accounting practices.

Yang (2011) studied accountability in public organisations using Giddens structuration theory as
the theoretical framework. Yang (2011) argued that public managers deal with conflicting
accountability pressure and Giddens’s structuration theory is used to illustrate a more interactive
a dynamic understanding of accountability.

Busco and Scapens (2011) explored the nature, roles and dynamics of change of management
accounting and control systems in processes of continuous organisational learning and
transformation. They adopted structuration theory to develop an institutional framework for
interpreting the ways in which routinised systems of accountability bind the ongoing processes of
cultural transformation across time and space.

Behrang (2011) argued that structuration theory is one of the most important synthetically
theories in sociology. It is a comprehensive framework for description and analyzing social
structure and practice of social agent with synthesising micro and macro sociological theories.
Behrang used this theory in social research by practical examples.

Gao and Li (2010) used structuration theory in a benchmarking analysis of China’s
telecommunication market. The case study demonstrated structuration theory as a useful tool for
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the benchmarking analysis. By using structuration theory, they showed that social and
technological elements in China determined the formulation of its national telecommunications
transformation strategy.

Busco (2009) reviewed the pillars and the rationale of Giddens’s structuration theory and offered
a snapshot of the impact of these ideas on research in management accounting and control
systems. Busco claimed that in conceptualising as a way of making sense of social life,
structuration theory presents a sensitising device for researchers, which can be drawn upon in a
selective way in thinking about research questions or interpreting findings.

Coad and Herbert (2009) pointed out that for three decades, the use of structuration theory has
made a distinctive contribution to management accounting and control research. Coad and
Herbert also argued that structuration theory advocates moving away from the relatively abstract
concepts evident in the work of Giddens, towards providing more concrete constructs that give
epistemological and methodological guidance to researchers in the field.

Englund and Gerdin (2008) argued that Giddens’ way of conceptualising how structures work as
both the medium for and outcome of human action- duality of structure- has emphasised as a
valuable point of departure when studying management accounting and control systems in its
social context. They agreed that social structure and human action as intrinsically interconnected
is one of the main contributions of structuration theory to the study of management accounting
and control systems as a social and political phenomenon.
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Staehr (2008) studied the role of managerial agency in achieving business benefits from
enterprise resource planning systems. The social theory chosen to analyse enterprise resource
planning implementation and use was structuration theory. Staehr (2008) argued that
structuration theory emphasises the importance of human agency in social systems and is
therefore an appropriate theory to use when examining the role of managerial agency.
Sawabe and Ushio (2008) studied how management philosophy and management accounting are
linked to each other through practice. They used Giddens’s structuration theory in their study and
noted that structuration theory bridges the gap between static and objective notions of structure
that govern agency, and dynamic and subjective notions of agency, by positing two realms of
social order. One is the realm of structure where institutions define identity and appropriate
behavior in relationships between actors; the other is the realm of agency, where actors interact
with each other.

Jack and Kholeif (2008) studied enterprise resource planning systems and the role of
management accountant in organisation. They used Giddens’s structuration theory to analyse
how the contest over the role of the management accountant in a new organisation was played out
during the partially successful attempt to establish enterprise resource planning in conjunction
with a system that was felt to better support the requirements for performance based budgeting.

Gurd (2008) conducted a case study of accounting and organisational change at the Electricity
Trust of South Australia. The study adopted Giddens’s structuration theory and Laughlin’s
framework which was developed as a middle-range theory.. The study argued that Giddens’s
theory of structuration provides richer insights from the dimensions of domination and
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legitimation. Domination brings to the fore the role of accounting in control as a power device
and legitimation clarifies what is ‘moral’ as an organisation changes.

Abou-Zeid (2007) investigated the relationship between social capital, communities of practice
and individual human action to understand the dynamic of cross level knowledge creation and
utilization and in understanding management of organisational learning process. This study
looked at the relationship using Giddens’s structuration theory and it provided an integrating
meta-theory that recognised social reality as being constituted by both subjective human actions
and by objective institutional properties.

Tull and Dumay (2007) conducted a case study on intellectual capital practice in a European
manufacturing firm, in order to evaluate the impact of the management of intellectual capital on
the organization. They adopted structuration theory as the analytical framework of their study.
They argued that structuration theory provides a useful framework for analysing how
management intended their promotion and routinisation of intellectual capital narrative to help
make cognitive links between intellectual capital indicators and their meaning, in support of a
program of improvements in process and product innovation.

Conrad (2005) studied the consequences of regulation for management control and organisational
change by means of a case study in the British gas industry. Giddens’ structuration theory has
been adopted as an analytical framework for the study. The study revealed that accounting
systems and systems of accountability were important management control systems in
organisations that can be understood in terms of the interaction of structures of signification,
legitimation and domination.
127

Uddin and Tsamenyi (2005) conducted a study on budgetary control processes and public
interests in the context of public sector reforms in Ghana. They drew on the dialectic of control
from structuration theory to explore how budgeting operated in the public sector in LDCs and
examined how different state bodies and agents interact to shape the current practices of
management control and budgeting in Ghanaian state enterprises.
Evans and Brooks (2005) claimed that Giddens’s structuration theory helps to reveal how
technical systems can support or hinder human interaction in societal, organisational, and
personal contexts. They examined the potential of structuration theory to facilitate an
understanding of social and organisational issues that surround collaboration using new
technologies.

Kaplan (2005) adopted structuration theory to explore strategic choice under uncertainty. The
study focused specifically on the structures of signification, one of the three dimensions of the
structuration model. In applying structuration theory to question of strategy, the study argued that
a focus on more purposive actions was essential.

Dillard et al. (2004) proposed Giddens’s theory for grounding and expanding institutional theory
to more fully articulate institutionalisation processes. They incorporated structuration theory into
the institutional representation and made an attempt to address both routine and crisis change at
the societal level, and the organisation level. They found that signification, legitimation and
domination structure can be changed by the action of human agents at all three levels of social
organisation.
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Scheytt et al. (2003) studied management control systems and explored notions of control across
cultures. They argued that the concept of control is one of the most important and yet complex
notions of management accounting theory and practice. Their empirical study was based on four
European countries. They used structuration theory and explored differences in notions of control
across European cultures.

Baxter and Chua (2003) reviewed alternative management accounting research published in the
journal of Accounting, Organizations and Society from 1976 until 1999. They observed that
different social theories were used in management accounting research. They argued that
Giddens’s structuation theory has created a small but distinctive contribution to alternative
management accounting research.

Caglio (2002) examined how the adoption of a new Enterprise Resource Planning system
challenged the definition of the expertise and roles of accountants within organisations. Caglio
used structuration theory and relied on the notion of duality of structure for insights into the
processes by which new accountant practices and positions emerge. The findings of the study
revealed that the three levels (action, modalities of structuration, structure) and the three
dimensions of structuration (signification, legitimation domination) were a fundamental to the
analytical process for understanding such transformation.

Buhr (2002) used structuration theory to investigate the initiation of environmental reports at two
Canadian pulp and paper companies. The study argued that the dimension of domination and the
nature of agent- structure interplay is used to understand the process of initiation.
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Hassall (2000) employed the theory of structuration to illustrate the effect created by new
information technologies within an organization in terms of the capabilities and potentials
introduced to the existing system(s) and social structures. The study argued that the central
concepts of structuration, action and structure duality, were useful in forming a perspective for
information systems and organisational research.

Olesen and Myers (1999) studied the use of information technology to facilitate communication
and collaboration. They adopted structuration theory to help understand the way in which
groupware may or may not improve patterns of communication and collaboration in
organisations.

Lawrence et al. (1997) studied accounting systems and systems of accountability in the New
Zealand health sector. They considered accountancy as part of wider social practices and
deployed Giddens’s structuration theory to understand the ways in which accountants and their
practices are implicated in certain social reforms. They (1997) analysed the accounting practices
in the New Zealand health sector by using the conceptual structures of signification, legitimation
and domination. They claimed that the changing system of accountabilities have been linked with
changes to accounting practices and the Giddens’s theory of structuration contains within it a
means of examining change in social systems.

Lawrence and Doolin (1997) portrayed accountancy as part of wider social practices and also
mentioned that Giddens’s structuration theory could help them better understand the ways in
which accountants and their practices are implicated in certain social reforms.
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Dirsmith et al. (1997) used structuration theory to analyse the exercise, resistance and
transformation of control in the Big 6 accounting firms. The focus of the research was to
understand the interplay between structural and social facets of these firms as shaped by the
relative power of their administrative and practitioner agents.

Sewell (1992) studied the theory of structure, duality, agency, and transformations. The study
argued that the concept of structure can be integrated with various other fields of research in
addition to sociology. Sewell argued that in management research, the notion of duality of
structure may also be utilised to better understand the relationship between firm’s routine
capabilities and dynamic capabilities.

Macintosh and Scapens (1991) examined the potential of Giddens’s structuration theory as a way
to extend the theoretical domain of management accounting research into the realm of social
theory. They claimed that structuration theory can provide a sensitising devise to make sense of
organisational change and this theory may be a valuable way of understanding the role of
management accounting and control in the production and reproduction of the social life of any
organisation. Macintosh and Scapens also argued that structuration theory includes both structure
and agency and explains interrelationships between them. They claimed that this theory has
significance in the existing literature where most management accounting theories privilege
either structure or agency at the cost of ignoring or marginalising other positions. They also
found that management accounting studies that focus on supervisory and evaluation style,
budgetary participation and budgetary slack ignore social structures in explaining managers’
response and implementation of management control systems. In contrast, structuration theory
with its structuration and duality of structure includes structure and agency. In structuration
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theory, social phenomena are neither the product of structure or agency alone, but of both. The
same view has been taken in the present research.

In another study Macintosh and Scapens (1990) suggested Giddens’s structuration theory as a
valuable framework for management accounting and management control research. They
mentioned that this theory provides a more focused, informative, integrative, yet efficient,
approach in analysing how accounting systems are implicated in the construction, maintenance
and changes of the social order of an organisation, than many frameworks used in previous
studies. They applied Giddens’s structuration theory on the field study of the University of
Wisconsin’s budget system conducted by Covaleski and Dirsmith’s (1988). Macintosh and
Scapens (1990) mentioned that Covaleski and Dirsmith (1988) did not use structuration theory in
analysing the social practices that constituted the relationship between the university and the
state. They attempted to show that these social practices drew upon structures of signification,
legitimation and domination, and specifically signification structure is implicated in the relations
of power.

Capps et al. (1989) studied in the area of the National Coal Board to explore the role of an
accounting system in producing and reproducing organisational culture. They adopted Giddens’s
theory of structuration to illustrate how accounting and accountability were dynamically related
within interaction to structures of meaning and power.

Roberts and Scapens (1985), in a seminal study, used Giddens’s theory. They explored directly
the significance of adopting Giddens’s particular notions of system and structure to analyse and
understand accounting systems. The focus of the study was on the intended and actual impact of
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using accounting information in shaping and maintaining particular patterns of accountability
within organisations.

One of the major criticisms of Giddens’s theory is its lack of cross-reference between theoretical
debate and empirical research (Clark et al. 1990). However, Giddens suggested that this theory
can be employed as a sensitising device. The major strength of this theory is that it synthesises
the actors’ approach and the system approach, emphasising the inevitable human agency in the
reproduction of systems or structures (Lawrence et al. 1997).

In Chapter Two, it was mentioned that by applying new public management approach Australian
public sector organisations underwent through massive reforms. The public sector organisation
chosen as a case for this research adopted management control systems and implemented various
reform strategies. Its management control systems will be understood by adopting Giddens’s
structuration theory. The arguments provided by various researchers in adopting structuration
theory should provide a relevant framework to analyse and interpret the data in this study.

4.6

CONCLUSION

The theoretical framework to analyse and interpret data is presented in this chapter. The theory
adopted was Giddens’s structuration theory. It has been observed that the selected public sector
organisation for this study implemented management control systems prompted by various public
sector reforms initiatives linked to NPM. Structuration theory can be a sensitising device which
will be useful in understanding how management control systems are implicated in the wider
organisational context of the researched organisation.
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This chapter has noted that the present study used an interpretive approach.

Interpretive

approaches illustrate the subjective nature of the social world and this method may provide useful
insights. In order to gain better understanding about these control systems in an organisation it is
necessary to look to the relationship between day-to-day social action and the various dimension
of social structure. For this reason the present study has adopted an interpretive approach and
used Giddens’s structuration theory to understand how management control systems are
implicated in their social setting. In the analysis chapter, the theoretical reflection in the
researched organisation is explored, but before that the research method and data collection of the
study presented in the next chapter.
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CHAPTER FIVE
RESEARCH METHOD AND DATA COLLECTION
5.1

INTRODUCTION

Previous chapters have mentioned that this research explored in depth the evolution of
management control systems in the context of NPM initiatives in Australia. A governmental
department in the ACT was selected for the purpose of the exploration. The qualitative research
approach was adopted and data was collected in the case study tradition. The main data sources
were archival official documents and interviews. In addition, the researcher used direct
observation to supplement and corroborate the archival documents and interview data..

The view taken in this research is that management control systems are not natural phenomena;
they are social practices which can be changed by social actors (Lukka, 1990; Ryan et al. 1992;
NØrreklit, 2003; Berry et al. 2009). Management control is the interplay between rational design
and socially constructed realities that can fundamentally affect behaviours (Berry et al. 2009).
Therefore, in order to gain better understanding of management control systems, it is necessary to
look at the relationships between day-to-day social action and the various dimensions in the
social structure.

In qualitative research, it is possible for the researchers to make holistic observations of the entire
context within which social actions occur rather than analyse social reality through variables
(Taylor and Trumbull, 2005; Gaffikin, 2008). An in-depth study is particularly relevant in this
regard. In an in-depth study the researcher analyses social settings, organisations, culture,
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individual’s daily activities, motives and meanings, actions and reactions and negotiation of roles
within the context of daily life (Rothe, 1994). In-depth study cannot be done using quantitative
research framework. Since the nature of the present research is explorative and the focus of this
research is to study in depth of a particular phenomenon, qualitative research methodology has
been chosen to obtain a better understanding (Burchell et al. 1980) of the phenomenon. By using
qualitative research methodology, this study is something like naturalistic inquiry (Guba and
Lincoln, 1981) which has provided a thick description (Geertz, 1973). ). NØrreklit and NØrreklit
(2006) argued that reality is some kind of relation between actors - whether individuals or
organisations. This epistemological and ontological premise also inspired this researcher to adopt
qualitative research methodology because the researcher believes multiple realities can exist in a
given situation and for this reason the intention of the researcher is to promote a subjective
research (Gaffikin, 2006). As Chua (1986) mentioned regarding qualitative research: ‘Social
reality is emergent, subjectively created, and objectified through human interactions’.

Qualitative research can be done using a diverse range of strategies such as ethnography, focus
group interviewing, content analysis, discourse analysis, oral history, in-depth interviewing or
case study. During the last two decades, researchers put greater emphasis on using the case study
method to understand management and accounting practice within organisations (Cooper, 1981;
Hopwood, 1983; Kaplan, 1984a; Scapens, 1990; Ferreira and Merchant, 1992; Otley and Berry,
1994; Lapsley and Pallot, 2000; Granlund, 2001; Baxter and Chua, 2003; Wickramasinghe and
Hopper, 2005; Scapens, 2006; Jarvenpaa, 2007; Gurd, 2008; Moll and Hoque, 2011 ). There
have been many calls for management accounting researchers to adopt case-based research
methods but only small number of examples of its application has emerged. The researchers
identified case-based research methods to be useful in developing a fuller understanding of the
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relative role of accounting and other controls in the management of organisational performance.
This researcher also takes this view and has found the case study approach relevant to the
problematic in this research.

The rest of this chapter is organised as follows. Section 5.2 briefly discusses qualitative research
methods of inquiry. Section 5.3 discusses the case study as an approach in qualitative research.
Section 5.4 provides the research design of the present study. Section 5.5 discusses the internal
and external validity of the case study. Section 5.6 concludes the chapter.

5.2

QUALITATIVE RESEARCH METHODS OF INQUIRY

Qualitative research methods of inquiry developed from Sociology and Anthropology. However,
it is not a unified set of techniques or philosophies, and indeed has grown out of a wide range of
intellectual and disciplinary traditions (Mason, 2002). It represents a broad view to understand
human affairs and behaviour which is insufficient to rely on quantitative survey and statistics
(Holliday, 2007). Patton (2002) argued that the qualitative research method is an in-depth and
detailed inquiry of a selected issue; on the other hand, quantitative method requires the use of
standardised measures and it can be varied on perspectives and experiences of people. Patton
(2002) claimed that qualitative methods provide detailed information about a much smaller
number of people and cases. Patton illustrated different themes of qualitative research (see in
Table 5.1). The same view was expressed by Wadsworth (1997) and Barbour (2008). Barbour
argued that qualitative methodology identifies which, what, when, why and how of certain
phenomena while quantitative methods are mathematical and statistical which identify how
many, how often and how much of a certain phenomena.

137

Table: 5.1 Themes of Qualitative Inquiry
1. Naturalistic inquiry

2. Inductive analysis

3. Holistic perspective

4. Qualitative data
5. Personal contact and insight

Studying real-world situations as they unfold naturally; nonmanipulative, unobtrusive, and non-controlling; openness to
whatever emerges- lack of predetermined constraints on
outcomes
Immersion in the details and specifies of the data to discover
important categories, dimensions, and interrelationships; begin
by exploring genuinely open questions rather than testing
theoretically derived (deductive) hypotheses
The whole phenomenon under study is understood as a complex
system that is more than the sum of its parts; focus on complex
interdependencies not meaningfully reduced to a few discrete
variables and linear, cause-effect relationships
Detailed, thick description; inquiry in depth, direct quotations
capturing people’s personal perspectives and experiences
The researcher has direct contact with and gets close to the
people, situation, and phenomenon under study; researcher’s
personal experiences and insights are an important part of the
inquiry and critical to understanding the phenomenon

6. Dynamic systems

Attention to process; assumes change is constant and ongoing
whether the focus is on an individual or an entire culture

7. Unique case orientation

Assumes each case is special and unique; the first level of
inquiry is being true to, respecting, and capturing the details of
the individual cases being studied; cross-case analysis follows
from and depends on the quality of individual case studies

8. Context sensitivity

Places findings in a social, historical, and temporal context;
dubious of the possibility or meaningfulness of generalisations
across time and space
Complete objectivity is impossible; pure subjectivity
undermines credibility; the researcher’s passion is understanding
the world in all its complexity- not proving something, not
advocating, not advancing personal agendas, but understanding;
the researcher includes personal experience and empathic insight
as part of the relevant data, while taking a neutral
nonjudgmental stance toward whatever content may emerge
Open to adopting inquiry as understanding deepens and/ or
situations change; avoids getting locked into rigid designs that
eliminate responsiveness; pursues new paths of discovery as
they emerge

9. Empathic neutrality

10. Design flexibility

Source: (Patton, 2002)

In quantitative study, the research question tries to find out the relationship between a small
number of variables but in qualitative studies, the research questions typically are oriented to
cases or phenomena (Stake, 1995). Quantitative studies emphasise the measurement and analysis
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of causal relationships between variables but qualitative studies stress the socially constructed
nature of reality (Denzin and Lincoln, 1994, 2011; Gaffikin, 2006).

Creswell (2007) discussed epistemological and ontological assumptions of quantitative and
qualitative research. Epistemology is the branch of philosophy which is concerned with the
theory or theories of knowledge. It seeks to inform us how we can know the world. Epistemology
shares with ontology in establishing the kinds of things that exist (Jary and Jary, 1991). The
nature of the phenomena, of entities or social ‘reality’ that is investigated is the ontological
perspective and the knowledge or evidence of the entities that are investigated is the
epistemological position (Mason, 2002). Rothe (1994) also mentioned that theory of knowledge
is epistemology and the study of reality is ontology. Creswell (2009) mentioned that in
quantitative research the ontological assumption of the researcher is that the reality is objective
and singular but in qualitative research the reality is subjective and multiple. Creswell (2009) also
asserted that on the epistemological question, in quantitative research, the researcher is
independent but in a qualitative research, the researcher interacts with the study. Gaffikin (2008)
also argued that in a quantitative study, the researcher remains separate, outside from data to
maintain objectivity, but in a qualitative study, the researcher is intimately involved with the
subject under investigation.

The nature of the research problem is also a key element in choice of methodology and method to
conduct a research. Creswell (2009) mentioned that in quantitative approach an experimental
design is used in which attitudes are assessed both before and after an experimental treatment.
However, in a qualitative approach, the researcher seeks to establish the meaning of a
phenomenon from the views of participants Creswell (2009) argued that qualitative research is
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exploratory and is useful when the researcher does not know the important variables to examine.
The nature of this research was explorative and little information was available on the topic.
Therefore, qualitative research strategy was selected to gain a better understanding. As qualitative
research is concerned with life as it is lived, things as they happen, and situations as they are
constructed in the day-to-day, moment-to-moment course of events (Woods, 2006). This is
particularly relevant for the present study because it seeks to understand how and why
management control systems have evolved within an organisational and social context which
needs to be qualitative, observational, and local more than formal or abstract (Beeson and Davis,
2000).

Llewelyn (2003) observed that in management and accounting disciplines qualitative research
engages in empirical work to collect information on organisational actions, events, structures and
processes. Qualitative research using interpretive methodologies has become increasingly
influential (Chua, 1988; Llewelyn, 2003; Hoque et al. 2004; Irvine and Gaffikin, 2006; Andon et
al. 2007; Baxter et al. 2008; Kakkuri-Knuuttila and Lukka, 2008; Alam and Lawrence, 2009).
Interpretive perspective epistemologically holds that social meaning is created during interaction
and people’s interpretations of interactions. The implication is that different social actor may in
fact understand social reality differently, producing different meanings and analyses (Hesse-Biber
and Leavy, 2006). Blaikie (2000) also mentioned:
Interpretivists are concerned with understanding the social world people have
produced and which they reproduce through their continuing activities. This everyday
reality consists of the meanings and interpretations given by the social actors to their
actions, other people’s actions, social situations, and natural and humanly created
objects. In short, in order to negotiate their way around their world and make sense of
it, social actors have to interpret their activities together, and it is these meanings,
embedded in language, that constitute their social reality (Blaikie, 2000, p. 115).
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Creswell (2007) argued that qualitative research is an interpretive inquiry in which researchers
make an interpretation of what they see, hear and understand. Ahrens (2008) mentioned that the
term interpretive is often used interchangeably with qualitative, phenomenological and
naturalistic as for research approach. Considering this view, this researcher has adopted an
interpretive approach to understand how management control systems are implicated in the wider
organisational and social setting.

According to Marshall and Rossman (2006) exploratory studies can use the case study method as
a research strategy. Since the present study is exploratory in nature and particularly relevant to
the purpose of the topic and the research questions, is appropriate to use the case study method.
Regardless of the unit of analysis, a qualitative case study seeks to describe that unit in-depth and
detail, in context, and holistically (Patton, 2002). In order to gain an in-depth and enhanced
understanding and holistic treatment of phenomena (Scapens, 1990; Schwandt, 1994), this
research pursued a single case study approach. The next section describes the case study method
as an approach of qualitative research.

5.3

CASE STUDY METHOD AS AN APPROACH OF QUALITATIVE
RESEARCH

In holistic research the researchers continually are cognizant of the relationship between
epistemology, theory, and methods and consider research as a process (Hesse-Biber and Leavy,
2006). Human actions are an essential feature of the holistic approach. To conduct a research
using a holistic approach, the case study research method has been used by many researchers.
Ryan et al. (1992) and Yin (2009) mentioned that case study method as one that identifies the
holistic and meaningful characteristics of real-life events. Macintosh and Scapens (1990) also
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argued that case studies are particularly suitable for this type of research where the researcher is
allowed to adopt a holistic orientation. Case studies stress the holistic examination of a
phenomenon, and they seek to avoid the separation of components from the larger context which
may be related (Jorgensen, 1989). This approach also locates particular social systems in their
particular context. Management control systems are considered as socially constructed
phenomena and hence, case study research method has been chosen in this research to identify
the human actions in implicating the control systems in their wider social practices.

Case study comes from the tradition of medical, legal and psychological research. It involves in
detailed analysis of an individual case which tries to identify the dynamics and pathology of a
given disease, crime or disorder (Rothe, 1994). Stake (1994, 2010) argued that case study is not a
methodological choice, but a choice of object to be studied. Qualitative case study is
characterised by the main researcher spending substantial time, on site, personally in contact with
activities and operations of the case, reflecting, revising meanings of what is going on (Irvine and
Gaffikin, 2006; Stake, 2010).

Humphrey and Scapens (1996) mentioned that case studies were consistently promoted in the
1980s as a useful way of enhancing accounting knowledge. Scapens (1990, 2006), Lodh and
Gaffikin (1997), Llewelyn (2003), Otley (2003), Irvine and Gaffikin (2006), Gurd (2008), Berry
et al. (2009), Mir and Rahaman (2011) also put greater emphasis on using case study method to
understand management and accounting practice. Irvine and Gaffikin (2006) pointed out that
though there have been many calls from qualitative researchers to conduct case studies, there
little attention has been given to the dynamics of such work. This is also the part of justification
for adopting case study as a research strategy in this study.
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To adopt an effective research strategy Yin (2009) asked three questions:
(1)

What is the form of the research question- is it exploratory, does it seek to
describe the incidence or distribution of some phenomenon or does it try to
explain some social phenomenon?

(2)

Does the research require control over behaviour, or does it seek to describe
naturally occurring events?

(3)

Is the phenomenon under study contemporary or historical?

To answer the questions in adopting an effective research strategy Yin (2009) identified five
types of strategies: experiment, survey, archival analysis, history and case study. Since the form
of the research questions of the present research is exploratory and the phenomena under study
are contemporary, a highly appropriate and effective research strategy would be the case study.

Sometimes case study is used synonymously to refer to a style of investigation such as field study
(Booth, 1991; Ryen et al.1992; Ferreira and Merchant, 1992; Lodh and Gaffikin, 1997). Ferreira
and Merchant (1992) conducted a survey on the management accounting-related field research
literature published in the period 1984-1992. They mentioned that in management accounting and
control literature, ‘field research’ is sometimes have been used interchangeably with the term
‘case studies’. They identified five characteristics to distinguish field studies from other form of
research. They mentioned that in field studies:
(1) The researcher has direct, in-depth contact with organisational participants,
particularly in interviews and direct observations of activities, and these contacts
provide a primary source of research data.
(2) The study focuses on real tasks or processes, not situations artificially created by the
researcher.
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(3) The research design is not totally structured. It evolves along with the field
observations.
(4) The presentation of data includes relatively rich (detailed) descriptions of company
contexts and practices.
(5) The resulting publications are written to the academic community. (Some of the field
research literature is also easily read and used by practitioners.)

Humphrey and Scapens (1996) pointed out that case studies were consistently promoted in the
1980s as a useful way of enhancing accounting knowledge. Scapens (1990), Llewelyn, (2003),
Otley (2003), Berry et al. (2009) also put greater emphasis on using case study method to
understand management and accounting practice. This is also the part of justification for adapting
case study as a research strategy in the present study.

Ryan et al. (1992) mentioned that case studies are used to provide descriptions of management
accounting practice, to explore the application of new procedures, to explain the determinants of
existing practice, and event to illustrate the exploitative nature of accounting in advanced
capitalism. They also mentioned that case studies provide a research method and different types
of case studies are used in accounting researches. These are:
●

Descriptive Case Studies - which describe accounting systems, techniques and procedures
currently used in practice.

●

Illustrative Case Studies - case studies that attempt to illustrate new and possibly
innovative practices developed by particular companies.

●

Experimental Case Studies - case studies that examine the difficulties involved in
implementing the new proposals and to evaluate the benefits which can be derived.
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●

Exploratory Case Studies - the study to explore the reasons for particular accounting
practice.

●

Explanatory Case Studies - case studies that are used to explain the reasons for observed
accounting practices.

The present case study can be classified as exploratory because the focus of this study is to
explore management control systems in a governmental department in implementing new public
management philosophies.

Kaplan (1986) defined accounting field study as an analysis of impact on accounting information
on decisions, actions, or attitudes of managers in organisations. Kaplan also observed that
management accounting practices capture the richness of the organisational environment and the
case studies would seem to provide the ideal vehicle for communicating these deep, rich slices of
organisational life. Kaplan (1983 and 1984a) put greater emphasis on field-based research
strategy in management accounting and pointed out that there is a lack of research initiative in
this regard. Kaplan (1984b) observed that major changes in the organisations and technologies
may make the accounting and control systems obsolete. Kaplan (1984b) contended that if the
accounting researchers do not undertake studies in actual organisations these phenomena will go
unobserved.

Otley and Berry (1994) conducted a case study in management accounting and control. They
argued that case-based research methods can be used in developing a fuller understanding of the
relative role of accounting and other controls in the management of organisational performance.
Otley and Berry also mentioned that case studies can play a number of potential roles but the
central role seems to be that of exploration. They claimed that case-based methods can provide a
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more holistic approach. To conduct a research using a holistic approach, the case study research
method has been used in the present research. The design of this case study is presented in the
next section.

5.4

THE DESIGN OF THE PRESENT CASE STUDY

The major features of the present case study are discussed in this section. Mason (2002) argued
that in the ‘real world’ of social research, there are clearly good enough reasons to produce a
research design. However, qualitative researchers should produce quite detailed research designs
for their own use, whether or not they are required to write a research proposal for another
audience. According to this view, in qualitative research, research design needs for internal
purposes only. Mason further argued that thinking ‘qualitative’ means rejecting the idea of a
research design as a single document which is an entire advance blueprint for a piece of research.
It also means rejecting the idea of a priori strategic and design decisions, or that such decisions
can and should be made only at the beginning of the research process. This is because qualitative
research is characteristically exploratory, fluid and flexible, data-driven and context-sensitive. In
a real sense, it is also very difficult to discuss the research methods in a case study because in a
case study, some issues can be addressed before the study starts; others evolve or can only be
addressed as the research progresses (Booth, 1991; Merriam, 2009; Nagy et al. 2010; Yin, 2011).
In presenting the research design, this section discusses the basic design type of the case study,
phases of the study and methods of data collection.
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5.4.1 Basic Design Type
Case studies can be conducted on a single site or multiple sites. Yin (2009) mentioned that choice
of designing single or multiple sites depends on the research question. In the present research, the
researcher was interested to use a single site because it fits with the objectives and research
questions. Yin (2009) suggested that a single case is appropriate when it represents the critical
case in testing a well-formulated theory. Yin (2009) also argued that a single case can represent a
significant contribution to knowledge. According to this view single case study is an appropriate
design for the present study. Multiple sites were not taken in this research because multiple case
study approach is used for a cross site comparison (Eckstein, 1975; George, 1979; Hussain and
Hoque, 2002) and which was not the objective of the present research. Single case study design
was justified for the present study as it explored in-depth the management control systems of a
selected public sector entity and to understand how these systems are implicated in the wider
organisational and social setting. It was also not the objective of this research to express the
general overview of other organisations. As Stake (1995) argued, case study research is not a
sampling research. Stake pointed out that a case study is expected to catch the complexity of a
single case. The next subsection discusses this further, in reference to the research site.

5.4.2 The Research Site
The organisation investigated under this study was the Department of Disability, Housing and
Community Services (DHCS). The DHCS is an Australian Capital Territory (ACT) government
agency involved in service delivery. This department was formed in 2002 to assist people with
disability, and to cater to needs in housing and community services. The department performs a
variety of functions and its responsibilities include people with a disability, social housing,
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children and young people, families, therapy services, carers, women, ageing, multicultural
affairs, community services and facilities, Aborginal and Torres Strait Islander people,
homelessness and concession. In fact, The ACT Government has made things easier by bringing
most of its human services into a one-stop department. A detailed description about the research
site is provided in Chapter Six.

The changing pattern using management control technologies has not been studied in depth
previously in a new governmental department context.. Considering this arguments, the study of
management control systems in a changing environment of a new governmental department has
been chosen for this research. During the last nine years the DHCS has introduced significant
changes in their operations and implemented various management control tools.

A second reason for choosing this organisation is that the researched organisation is involved in
activities that improve the social-well being of citizens. These outcomes are difficult to measure
using only quantitative denominations. On the other hand, the organisation is using privatesector management control tools. So, it was interesting to this researcher to see how privatesector management control tools were implemented and used in a public sector organisation
whose primary objectives are social outputs and outcomes. In this sense the organisation is
sufficiently rich in generating data.

Another issue is access to the research site. In qualitative research, access to the research site is
an important concern for the researcher (Baxter and Chua, 1998). The present research was not an
exception in this regard. Marshall and Rossman (2006) mentioned that in qualitative research, the
researcher should plan for appropriate entry through formal and informal gatekeepers in an
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organisation. A gatekeeper is a person who controls access to a research setting. In this research
the researcher found a gatekeeper when he was engaged in the initial planning for the study. In
September, 2007 the Chief Financial Officer (CFO) of the DHCS attended a symposium as a
panel member on public sector accounting research jointly organised by the Accounting, Banking
and Finance Discipline of the then School of Business and Government (now Faculty of
Business, Government & Law), University of Canberra and CPA Australia. The CFO presented
the ACT’s Financial Management Framework, the government’s strategic outcomes and strategic
and accountability indicators. The researcher found that these issues were very much related with
his objectives and research questions. During the interval of the symposium the researcher met
the CFO and made an appointment to meet him at his office. The following week, the researcher
met the CFO at his office and expressed his intention to select the DHCS as his case. The
researcher sent a formal letter to the organisation and finally in November 2007, the Department
approved it (Copy of the letter is shown in Appendix I) and the CFO was appointed as the
departmental contact for the researcher.

Holliday (2007) mentioned five criteria for selecting research settings. These criteria also inspired
the researcher to select the DHCS as his research site. The criteria are provided in Table 5.2.
It is also relevant to mention that the researcher was given freedom from the research site to take
whatever role was necessary to gather data. The researcher used multiple data sources during his
involvement with the researched organisation and spent one and half years in his field work.
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Table 5.2 Criteria for research settings
Criteria

Details

1. The setting must have a sense of
boundedness.

Time, place and culture

2. The setting should provide a variety of
relevant, interconnected data.

People to watch or interview, artifacts (e.g.
displays, clothing, decoration, implements)

3. There should be sufficient richness.

Different instances, facets and viewpoints- a
microcosm of the research topic in wider
society

4. The setting should be sufficiently small.

Logistically and conceptually manageable

5. There should be access.

For the researcher to take whatever role is
necessary to collect data.

Source: (Holliday, 2007, p. 34)

The next subsection discusses the time periods involved in the field work.

5.4.3 Time Periods in the Field Work
Fieldwork started in January 2008 and continued until June, 2009. A follow-up period of
fieldwork for purposes of clarification was took place in June 2010 to January 2011, in
November and December 2011 and in February and March in 2012. The DHCS was formed in
2002 and the organisational period of interest was between 2002 and 2010. During this time
period, the DHCS had implemented a wide range of management control tools in the light of the
new public management philosophies. Table 5.3 shows the time periods of the field work.
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Table 5.3 Time periods of Involvement with the DHCS
Stage
I

Purpose
Familiarization
organisation,

with

Time periods of involvement Site
the January 2008 - May 2008
Moore St., Civic,
Canberra

Primary data collection
II

Extensive data collection

June 2008 - December 2008

III

Extended data collection

January 2009 - June 2009

IV

Follow up and clarification

June 2010 - January 2011
November - December 2011
February- March 2012

Moore St., Civic,
Canberra
Moore St., Civic,
and
Belconnen,
Canberra
Moore St., Civic,
Canberra
Moore St., Civic,
Canberra

It is mentioned that the study period of the researched organisation is from 2002 to 2010. It is
also shown in the thesis that during this time period incremental shifts of changes were occurred
in the researched organisation. The data collection period for this thesis was 2008 to 2012.
The next subsection discusses the method used in this study to collect the case study data.

5.4.4 Method of Collecting the Case Study Data
Mason (2002) and Barbour (2008) pointed out that data generation encapsulates the much wider
range of relationships between researcher, social world, and data in qualitative research spans.
Mason (2002) and Barbour (2008) also argued that the data generation process involves activities
that are intellectual, analytical and interpretive. An interpretive approach not only sees people as
a primary data source, but seeks their perceptions also. The method of data generation and
collection adopted in this research was open-ended intensive field research using the interpretive
tradition in qualitative research. The researcher used this approach to observe people, and their
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interpretations, perceptions, meanings, and understandings as the primary data sources. The data
sources of this research are discussed next.

5.4.5 Sources of Data
In qualitative research methodology, various sources of data are used such as interviews,
observation, document analysis and records analysis (Nelson et al. 1992). In the present research
the aim of the data generation and collection was to gather information about the nature of the
management control systems in a changing environment and the way it operated. The main data
sources for this study were archival official documents and interviews. Direct observations of
actors’ activities were also used in this study to supplement and complement the archival
documents and interview data.

Ferrreira and Merchant (1992) suggested that true field studies use interviews and direct
observations as the primary means of data collection. Patton (2002) mentioned that qualitative
methods consist of three kinds of data collection. These are: (1) in-depth, open-ended interviews;
(2) direct observation; and (3) written documents. Patton argued that multiple sources are sought
and used because no single source of information can be trusted to provide a comprehensive
perspective. For this reason a field worker uses different data sources to validate and cross check
findings. Similarly, Marshall and Rossman (2006) also mentioned that in a qualitative research
the fundamental techniques for gathering information are observation, in-depth interviewing and
archival records.
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Official Organisational Documents and Archival Records
In this case study, documentary evidence provided an important data source. Documents allow
the researcher to track what happened, when it happened, and who was involved (Bickman and
Rog, 2009). In this research, the department supported the researcher in collecting official
organisational documents and archival records. The department provided the researcher with a
desk and a personal computer to collect the necessary information. The department allowed the
researcher to use the staff intranet which made it easier for the researcher to collect internal
evaluation reports, financial delegation manuals, newsletters and numerous other organisational
documents. The researcher maintained a high level of confidentiality in this regard. The
department also gave permission to use the photocopier to acquire the hard copies of documents.
Approximately 5000 pages of official organisational documents were collected during the
research which included the annual reports from the establishment of the department to date,
meeting minutes, budget papers, strategic plan of the department, Restrictive Practices
Framework, Ministerial and Assembly Guidelines and Procedures, Collective Agreement,
Compliance Governance Framework etc. These official documents helped the research to
supplement and corroborate the interview data.

Interviews
One of the most important sources of case study information is the interview (Yin, 2009). This
study also used interviews as one of the main sources for collecting data. The reasons why
qualitative interviewing was used as a method in this study is the ontological position of the
present research. It suggests that people’s knowledge, views, understandings, interpretations
experiences, and interactions are meaningful properties in social reality. This researcher was
interested to explore people’s perceptions and these came out of interviews. The epistemological
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position also influenced the researcher to conduct interviews because it allows a legitimate or
meaningful way to generate data by talking interactively with people, to ask them questions, to
listen to them, to gain access to their accounts and articulations, or to analyse their use of
language and construction of discourse (Mason, 2002). Mason (2002) also argued that qualitative
interviewing is widely used because the data we want may not feasibly be available in any other
form. Through interviews, it was also possible for the researcher to generate a large amount of indepth data. Patton (2002) mentioned that interview data consist of direct quotations from people
about their opinions, feelings, experiences and knowledge.

The primary interview method used in this study was unstructured and open-ended. This type of
interview is also called ‘nonstandardised interview’ (Richardson et al. 1965; Denzin, 1978a,
1978b; Fontana and Prokes, 2007; Denzin and Lincoln, 1994, 2003, 2008; Kumar, 2011). This
type of interview was chosen because from unstructured interviews, researchers, can receive
more accurate responses on sensitive issues, and these provide a more complete and in-depth
picture than other forms of inquiry (Lincoln and Guba, 1985, Guba and Lincoln, 1981, 2011).
The intention of the researcher was also to get information through free-ranging conversations
and this type of interview provided opportunities to discuss in an informal conversational style
(Patton, 2002). As Mason (2002) mentioned, most qualitative research operates from the
perspective that knowledge is situated and contextual, and therefore, the job of the interviewer is
to ensure that the relevant contexts are brought into focus so that situated knowledge can be
produced. Unstructured interviews are also very effective in this regard because questions can be
tailored to the respondent’s knowledge, degree of involvement and status (Rothe, 1994).
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To conduct the interviews in this research, 20 top and mid-level executives and junior staff were
included in the interviews. The intention was to include participants ranging from lower positions
to upper management positions to obtain a complete understanding about the perceptions. The
selection of the respondents represented all the functional areas of the department. It included all
the policy makers of the Department as shown in the organisation structure (Appendix IV). In
this thesis snowball sampling technique was used. This technique is used primarily for interview
based research. This technique identifies respondents who are then used to refer researchers on to
other respondents. One respondent gives the researcher the name of another respondent, who in
turn provides the name of a third, and so on. In this thesis this sampling technique was used
mainly for two reasons. Firstly, it is an informal method to reach a target population. Secondly,
this technique is used in explorative, qualitative and descriptive research which offers practical
advantages.

Senior executives were interviewed first to gather initial information and about the operation of
the department. For example, The CFO and the Controller of the department were interviewed in
the first phase to familiarise the researcher with the regular financial reporting, preparation of
budgets and the control mechanisms of the organisation. Finally, the Chief Executive Officer was
interviewed to ensure the reliability and validity of the collected data. A list of interviewees is
presented in the Appendix II.

During the interviews it has been observed that the senior members of the organisation provided
relevant information for the research and for this reason the number of the interviewees were
limited to those have professional expertise in this area. The twenty interviewees that were
selected represent 80% of the top and middle ranked executives of the whole organisation. In
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addition all these respondents had significant expertise relating to the management control
systems of the researched organisation.

Any research involving human and animal subjects requires ethical clearance from the relevant
institution (Hoque, 2006b). The present research, as it involved human subjects, was approved by
the Committee for Ethics in Human research at the University of Canberra. It followed the
general conditions determined by the university policy and the National Statement on Ethical
Conduct in research involving Humans (National Health and Medical Research Council, 1999).
To understand the purpose of the research project, each of the participants was provided with a
Participant Information Form which included the project title, details of the researcher and the
supervisors, project aim and benefits, general outline of the project, participant involvement,
confidentiality, anonymity, data storage system, ethics committee clearance and queries and
concerns about the research project. Each participant was also provided an Informed Consent
Form. Before conducting the formal interview the participant was required to sign the Consent
Form stating that the participant understood the information about the research. Both the
Participant Information Form and the Informed Consent Form were approved by the Committee
for Ethics in Human Research, University of Canberra. Participation in this research was
voluntary.

At the very beginning of each of the interview sessions the researcher discussed the background
issues with the participant in an informal way according to the respondents’ characteristics (say
for example, job position). Before conducting the interviews the researcher listed the discussion
issues. However, during the interview sessions, they were not followed up in a fixed order. The
duration of these interviews were about an hour on average. The interview proceedings were tape
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recorded on a tape recorder with the consent of the participant. For safety reasons, back-up notes
were also taken and checked and compared when the transcriptions were made. The interview
tapes were transcribed later word for word. Key interview transcripts were fed back to the
respective interviewees to establish the validity of the interview data. Direct observation was also
used in this study to supplement and corroborate the archival documents and interview data
which is discussed next.

Observation
Observation data come from detailed descriptions of people’s activities, actions, behaviours,
interpersonal interactions and organisational processes (Patton, 2002). Patton asserted that
observation data is sufficiently descriptive and the reader can easily understand what occurred
and how it occurred. Therefore, the objective of observational analysis is to take the reader into
the setting that was observed. Marshall and Rossman (2006) also mentioned that observation
entails the systemic description of events, behaviours, and artifacts in the social setting chosen for
study.

Observation can also be used to overcome validity threats because it focuses on actual behavour
not perceptions (Birnberg et al. 1990). Observation can be done in four ways. These are:
complete observer, complete participant, observer as participant and participant as observer
(Pearsall, 1970; Denzin, 1978a; Atkinson and Hammersley, 1994; Denzin and Lincoln, 2003,
2008; Cohen et al. 2007; Flick, 2009; Stake, 2010; Rallis and Rossman, 2012.). The researcher
can take any of the above mentioned roles. As a complete observer, a researcher conceals himself
from the participants of the study. As a complete participant, the researcher works within the
organisation as an employee. In the observer-as-participant role, a researcher observes a large
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number of people. Finally, in participant-as-observer role, a researcher observes few people. In
this research the researcher played the ‘participant as observer’ role because by adopting this role,
the researcher was able to collect more in-depth data, which was the prime objective of this
study.

In this study, observation data came from casual watching and attending a number of informal
meetings and information sessions within the department. The researcher attended five morning
tea sessions where he observed that the staff were involved in discussing and debating on the
organisational matters. It helped the researcher to gain first-hand information about the
organisation. It also allowed the researcher to observe the issues that participants may not be
willing to disclose in the formal interviews (Patton, 2002). The researcher was invited to attend
the Budget Estimates Hearing Program of the Department at the Legislative Assembly for the
Australian Capital Territory. The Minister for Disability and Community Services, Minister for
Children, Youth and Family Services and Minster for Women, Opposition leaders and the
executives of the Department were present at the estimates sessions. It gave the researcher a real
glimpse of the budget estimation performed by the department.

In the observation stage, data were collected in the field notes. All field notes were dated with
appropriate reference number, time, place, attendees and researcher’s opinion towards the
situation. The departmental staff with whom the researcher came into contact was very cooperative and seemed really interested in this study. The next sub-section discusses how the
collected and generated data were analysed.
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5.4.6 Data Analysis
In qualitative inquiry, data collection is not an end. It requires analysis, interpretation and
presentation of findings (Patton, 2002; Irvine and Gaffikin, 2006; Merriam, 2009; Nagy et al.
2010). Data analysis is the process of bringing order, structure, and meaning to the mass of
collected data (Marshall and Rossman, 2006). Marshall and Rossman (2006) mentioned that
qualitative data analysis requires some steps. These are: organising the data; immersion in the
data, generating categories and themes, coding the data, writing analytic memos, offering
interpretations, searching for alternative understandings, and writing the report or representing
the inquiry.

Miles and Huberman (1994) wrote that the important feature of qualitative data is their richness
and holism and such data provide thick descriptions that are vivid, nested in a real context, and
have a strong ring of truth that has strong impact on the reader. They explained the way of
qualitative data analysis and described that analysis as consisting of three concurrent flows of
activity: data reduction, data display, and conclusion drawing/verification. Creswell (2007) also
mentioned that in qualitative research, the general process that researchers use in analysing data
are: preparing and organizing data, reducing the data into themes through a process of coding,
and finally representing the data in figures, tables or a discussion. Creswell (2007) also argued
that data analysis in qualitative research needs data managing, reading, memoing, describing,
classifying, interpreting, representing and visualising.

Patton (2002) mentioned that in qualitative inquiry, data collection is not an end. It requires
analysis, interpretation and presentation of findings. Patton pointed out that qualitative analysis
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transforms data into findings. Patton further explained that there is no formula that exists for this
transformation. There is guidance but no recipe. Therefore, in qualitative data analysis, different
types of techniques are used. Computer-based data analysis techniques have also been developed
in qualitative research. Though there are various techniques available for the analysis of data
however, there is no standardised method for data analysis within qualitative research (Irvine and
Gaffikin, 2006). Basically in qualitative research, data analysis requires that the researcher be
comfortable with developing categories and making comparisons and contrasts (Creswell, 2007).
In this study, the researcher analysed data using the approach provided by Miles and Huberman
(1994). The data analysis stage is described next.

5.4.6.1 The First Stage- Data Reduction
By the term ‘data reduction’ Miles and Huberman (1994) meant the process of selecting,
simplifying, abstracting, and transforming the data that appear in written-up field notes and
transcriptions. They observed that data reduction occurs continuously throughout the life of any
qualitative project and data collection proceeds, further episodes of data reduction occur. They
also mentioned the ways of data reduction which are: writing summaries, coding, testing out
themes, making clusters, making partitions, writing memos. In this research, the researcher
organised the data first from the interview transcripts and then from field notes. Then the
transcripts were printed and researcher marked the key points and made a summary. After that
the data chunks were coded manually, focusing on themes from the research questions and the
theoretical framework chosen for the study. For anonymity purposes each interview transcript
was given a serial number and marked with pseudo name initials. The participants were showed
to these pseudo name initials in the thesis. The field notes during the observation were organised
according to the themes. The documents collected during the field work were also organised at
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this stage. Basically, the data reduction process helped the researcher in making decisions about
the data chunks that provided the initial focus. As Miles and Huberman (1994) argued, data
reduction does not necessarily involve quantification. It is a process by which data can be
reduced or transformed through selection, summary and so on.

5.4.6.2 The Second Stage- Data Display
The second major flow of analysis activity is ‘data display’. Miles and Huberman (1994) defined
data display as an organised, compressed assembly of information that permits conclusion
drawing and action. At this stage the researcher displayed the interview transcripts and the field
notes into broad groups. These groups were NPM, results, action, and cultural control systems.
To obtain a better understanding about the control mechanism, these groups were constructed as
was mentioned in the research questions of the study. This classification was made from
organised information which was made in the first phase. The purpose of the display was for an
immediate access. It helped the researcher to see what happened in the researched organisation. It
also helped to find out the main direction and missing links of the analysis.

5.4.6.3 The Third Stage- Conclusion Drawing and Verification
The third stream of analysis activity is conclusion drawing and verification. It aids the analyst to
interpret displayed data and to test the findings. The tactics used are: noting regularities, patterns,
explanations, possible configurations, casual flows, and propositions (Miles and Huberman,
1994). At this stage, the researcher developed an in-depth understanding of the data and searched
for other possible explanations for the data to make conclusions. Provisional conclusions were
tested for verification purposes. Miles and Huberman (1994) argued that in qualitative research,
the researcher is not satisfied with a simple coding of data. It requires a contribution by utilising
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theoretical resource. The researcher need to examine how these data and theoretical scheme are
linked together. In this study, the researcher tested the findings against the theoretical framework
and reviewed his understanding of the phenomena which he gathered from the organisation
against this theoretical framework.

Hammersley (1992) argued that an account is valid or true if it represents accurately those
features of the phenomena that it is intended to describe, explain or theorise. One of the most
common issues of research is the validity and reliability. The next section discusses these issues.

5.5

VALIDITY, RELIABILITY AND GENERALISABILITY OF THE
CASE STUDY

Qualitative data represent large amount of information, and analysis implies abstraction and some
degree of generalization (Malterud, 2001). In qualitative research, researchers are very much
concerned about the validity, reliability and generalisability of their research. Campbell and
Stanley (1963) started the groundwork for current thinking on the issue of generalisability near
about 50 years ago. They argued that a research should be judged by internal and external
validity. Internal validity is the basic minimum requirement without which any experiment is
uninterpretable. Internal validity can be ensured through reliability of data gathered. External
validity is related with generalisability. Creswell and Miller (2000) argued that validity is how
accurately the account represents participants’ realities of the social phenomena and is credible to
them. Mason (2002) supported this, stating that validity can be ensured through observing,
identifying or measuring the phenomena.
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Reliability involves the accuracy of the research methods and techniques and generalisability
involves the extent to which the researcher can make some form of wider claim on the basis of
the research and analysis rather than simply stating that the analysis is entirely idiosyncratic and
particular. Rothe (1994) mentioned that in qualitative research, though validity concerns the
difficulty of gaining accurate and true impressions of the phenomena being studied, there is a
greater chance for data verification in qualitative research compared to any other research
approach. Qualitative inquiry is concerned for the details of the setting observed as they naturally
happen in their unique social context (Patton, 2002). Therefore, it is argued that qualitative
research handles most validly issues more effectively than does quantitative work (Payne and
Payne, 2004).

Cooper and Schindler (2003) found that reliability means many things to many people. But the
general notion is consistency. They argued that a measure is reliable to the degree that it supplies
consistent results. They further stressed that reliability is a necessary contributor to validity but is
not a sufficient condition for validity. The external validity of research findings refers to the
data’s ability to be generalised across persons, settings, and times. Janesick (1994) also professed
that descriptions of persons, places, and events have been the cornerstone of the credibility of
qualitative research.

Patton (2002) mentioned the techniques for enhancing the validity and credibility for qualitative
inquiry depend on three distinct but related inquiry elements. These are: first, rigorous techniques
and methods for gathering high-quality data that is carefully analysed; second, the credibility of
researcher; and third, philosophical belief in the phenomenological paradigm, that is, a
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fundamental appreciation of naturalistic inquiry, qualitative methods, inductive analysis, and
holistic thinking.

To ensure reliability Miles and Huberman (1994) emphasised on rigorous techniques for data
gathering and analysis. In order to produce credible findings the researcher should spend
prolonged time periods in the field (Creswell and Miller, 2000). In this research, the researcher
spent a prolonged period in the field and collected thick, rich descriptions of the setting,
participants and themes of the study. It improved the credibility of findings, as McKinnon (1988)
suggested in the sense that validity and reliability of findings can be improved when the observer
spends considerable time in the field because it reduces the threats of observer-caused effects,
observer bias, data access limitation and complexities and limitations of the human mind.
Credibility depends on personal and professional credibility of the researcher (Alkin et al. 1979;
Alkin, 2011). Lincoln and Guba (1985) considered the naturalistic inquiry paradigm as central to
credibility.

In case study, validity problem arises because it is difficult to establish the extent of support for
inferences (Birnberg et al. 1990). However, it can be solved by using triangulation. Denzin
(1978a) and Denzin and Lincoln (2011) defined triangulation in two ways: one is within method
and the other, between method. When multiple sources are used in one data collection method, is
called within method triangulation. On the other hand, in between triangulation, different data
collection methods are used and it produces a different picture of reality. Within method
triangulation is encouraged because it increases researcher confidence (Booth, 1991). For
example, information learned during interviews is reinforced and perhaps modified, by
observation, and by study of documents or by more interviews. For this reason within method
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triangulation was used in this particular research. Schostak (2006) also argued that
methodological and philosophical debates that question claims to ‘knowledge’, ‘understanding’
and the validity of representations of data derived from interviews, observations and the
collection of various artifacts, are essential. Triangulation extends this process to make
comparisons and contrasts with other individuals, groups and the objects that furnish their
worlds. Internal validity, as constructed here, refers to the process of examining an interview
transcript for regular patterns that construct a subject position that can be considered to express
authentically, an enduring view for that subject position.

Scapens (2004) pointed out that to ensure reliability and validity in case study research,
researchers should consider procedural reliability, contextual validity and transferability. In the
present research the researcher adopted research method and procedures to ensure procedural
reliability. It was mentioned in the earlier section that the researcher used multiple data sources
and hence, one type of data source has been verified with other sources. It ensured the contextual
validity by including a detailed examination of a contemporary phenomenon in its real-life
context. The other issue is transferability or generalisability. In a qualitative research, due to the
small sample size, it is not possible to generalise the findings (Patton, 2002). Gaffikin (2006)
argued that in qualitative research the focus is the process and the behaviour of individuals in
response to an ever changing, a dynamic world. Gaffikin (2006) pointed out that in qualitative
research, the researcher intimately involves with the subject under investigation and the results of
the study has potential interest to others but are not generalisable because each situation is
different. Generalisability is an issue in the debate about the reliability of knowledge particularly
in relation to case studies also (Hollway and Jefferson, 2000). One of the most important
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criticisms of case study is that case may not be the representative of the population or even if
representative it provides the unique result.

Scapens (1990) pointed out that case study experiments are based on replication, not sampling
logic. It is also argued that in case studies, theoretical generalisation is possible but not statistical
generalisation (Yin, 2009). Therefore, the generalisability of case studies is based not on explicit
sampling of some defined population to which the results can be extended, but depends on a
theory that can be extended to other cases (Ragin, 1987; Becker, 1991). This view has considered
in the present research also.

5.6 CONCLUSION
This chapter dealt with research strategies applied in this research. First, it provided the
justification of case study method as a research strategy and then outlined the case design, data
collection and analysis method used in this study. This chapter pointed out that the choice of a
particular research strategy is dependent on researcher’s value-based assumptions underpinning
the research questions and objectives. For this reason, the qualitative case study approach was
adopted for this research, which enabled in-depth investigation of the research phenomena in
context. This was the objective of the present research and particularly relevant for the research
questions as well. This study used multiple data source which was one of the strengths of this
study.
This chapter described the single case study which was used for this research. It is a major
limitation of the design. However, it is argued in this chapter that the intention of the present
research is to conduct an in-depth study, not a comparative study. The present study may be
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limited in generalisability of findings in this regard (Gaffikin, 2006; 2008). However, it is also
claimed in this chapter that instead of statistical generalisation, theoretical generalisation is
possible in a single case study. In the next chapters, the findings of this single case will be
presented. But, before presenting the case, the research site is discussed in the next chapter.
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CHAPTER SIX
THE ACT DEPARTMENT OF DISABILITY, HOUSING AND
COMMUNITY SERVICES (DHCS) – AN INTRODUCTION TO
THE RESEARCH SITE
6.1

INTRODUCTION

The primary task of this chapter is to introduce the research site. It has already been mentioned
that the research site of this study was a governmental department in the Australian Capital
Territory (ACT) - the Department of Disability, Housing and Community Services (DHCS). This
chapter will also explain the first research question, in what ways the new public management
ideals were implemented in the researched organisation.

The DHCS is involved in service delivery. This department was formed in 2002 to assist people
with a disability, housing and community services following an enquiry into disability services. It
has responsibility for a wide range of programs and policies which deliver essential services to
individuals, families and the whole ACT community. This department performs a variety of
functions and its responsibilities include people with a disability, social housing, children and
young people, families, therapy services, carers, women, ageing, multicultural affairs, community
services and facilities, Aborginal and Torres Strait Islander people, homelessness and concession
(DHCS, 2008a). In fact, The ACT Government has made things easier by bringing most of its
human services into a one stop-department.
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The structure of the DHCS includes three key areas with distinct responsibilities across the
spectrum of human services. These are: Disability ACT, Housing and Community Services, and
Office for Children, Youth and Family Support, There is also another area which is Policy and
Organisational Services that provides support services to all of these key areas.

Disability ACT is committed to increase the social, economic and cultural participation of all
people with a disability in the ACT community. The key objective of the Housing ACT is to
provide those people in the community who are subject to housing stress and social and financial
disadvantage with safe, affordable and appropriate housing. The Office for Children, Youth and
Family Support works in partnership with the community to provide family and community
support and care and protection services to children including support for young people and their
families. Policy and Organisational Services engages in a range of organisational support
functions which includes strategic human resource management, data analysis, research, strategic
policy, governance, audit and review, strategic budget and finance, and the secondary review
process for complaints.

This chapter is organised as follows: Section 6.2 briefly introduces the structure of the DHCS.
Its organisational commitment is discussed in Section 6.3. Section 6.4 describes its commitments
to clients. Section 6.5 provides the functions of DHCS. Section 6.6 describes its values and
culture of the DHCS. Section 6.7 outlines the strategic themes of the DHCS. Section 6.8
discusses the internal audit system of the DHCS. Section 6.9 presents risk management systems
in the DHCS. Section 6.10 provides the governance structure in the DHCS. Section 6.11 presents
how new public management ideals were implemented in the researched organisation. Section
6.12 concludes the chapter.
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6.2

THE STRUCTURE OF THE ORGANISATION

The Department of Disability, Housing and Community Services (DHCS) is an ACT government
agency with a strong emphasis on service delivery. The ACT Government has given the
department wide responsibility to provide, or fund, human services for the Canberra community.
In addition to these responsibilities, they have an obligation to implement formal agreements with
other Australian governments and comply with laws passed by the ACT Legislative Assembly.
The DHCS works in partnership with community, private sector and government agencies in the
delivery of the human services.

Longo and Cristofoli (2007, p. xi) mentioned that public organisations are required to change
their structures and behaviours to implement managerial reforms. They argued that for a
successful reform implementation it is necessary that these change processes are effectively
managed. In the DHCS it was seen that from time to time it organised and reorganised its
structure and was involved in changing its behaviour as well. To meet the demands of the public
sector reforms, DHCS outlined its values and culture which guided them in the change process to
strive for the highest standards in their work. The Department was actively involved in the
change process and in the light of the reform strategies the Department developed different
strategic plan to manage the changes effectively.

The Department’s Statement of Purpose is found in the Service Delivery Platform as follows:
We deliver high quality, co-ordinated human services to significant sectors of the
ACT community through engaging and involving our clients, building community
partnerships, contributing to good governance and performing as a best practice
organisation (DHCS, 2007a, p. 2).
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The department is structured around three key areas with distinct responsibilities related to
human services. These are: Disability ACT, Housing and Community Services, Office for
Children, Youth and Family Support. Policy and Organisational Services provide support to these
areas and the executives.

Disability ACT provides high quality, community-based, and consumer-focused disability
services through government and non-government service providers to covering the
accommodation support, community access, community support, respite care and wellbeing
needs of people with moderate to severe disabilities. Its service description states that its role is to
plan, co-ordinate, facilitate, fund and where necessary, provide the services, supports and actions
necessary to contribute to the strategic direction of the department. During the year 2010-2011
Disability ACT administered a $74 million worth of services (DHCS, 2010-2011). Disability
ACT believes that all people with disabilities achieve what they want to achieve, live how they
choose to live, and are valued as full and equal members of the ACT community.

Housing and Community Services has its principal objective to provide people affected by
housing stress and social and financial disadvantage with safe, affordable and appropriate
housing that responds to their individual circumstances and needs. Housing ACT aims to improve
linkages between programs and ensure that the emphasis on clients remains its highest priority
thereby reducing poverty and exclusion for the most vulnerable in the community. Changes to the
public housing allocation system have resulted in significantly reduced waiting times for those
most in need. In the 2010-2011 financial year, 23,245 people received affordable accommodation
in public housing through 11,483 tenancies. Housing managers conducted 10,561 client service
visits (97.4%) to public housing tenants. During the financial year 2010-2011 there were 659 new
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tenancies created (CSD, 2010-2011a). In 2010-2011 Housing ACT administered $131million
worth of services (Housing ACT, 2010-2011). Of this amount $43 million was received directly
from the ACT government for output payments and $81 million was revenue from user charges.
Thus, proper financial control system is essential to manage such a large portfolio of services.

The Office for Children, Youth and Family Support (OCYFS) works in partnership with the
community to provide family and community support and care and protection services to
children, young people and their families in the ACT. Its services include the provision of care
and protection for children and young people, youth justice services, family support activities and
the monitoring and licensing of children’s services. In 2010-2011 the OCYFS dealt with $33
million (DHCS, 2010-2011). Its Strategic Focus states:

We are committed to enhancing our organisation to ensure we can deliver the best
possible sustainable services to children, young people and their families. This drives
our other strategic efforts to enhance our legislation, change practices and procedures,
improve accountability, reporting and information systems and continually review
what we do as a learning organisation (DHCS, 2007b, p. 4).

Policy and Organisational Services provide a range of organisational support functions. It
includes strategic human resource management, data analysis, research, strategic policy,
governance, audit and review, strategic budget and finance, and the secondary review process for
complaints. Policy and Organisational Services is also engaged in delivering of a range of
community services, including the ACT Concession Program, which provides expenditures for
low-income individuals and families. It also involve in managing community facilities, which
includes advocacy for clients and co-ordinating community recovery and emergency planning for
the community and individuals following a significant emergency or disaster. Therapy ACT is
also a part of Policy and Organisational Services. Therapy and support services are available for
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physiotherapy, occupational therapy, speech pathology, social work and psychology (DHCS,
2007a, p. 4-6). Therapy ACT provides assistance to people with physical, intellectual,
communication and other functional difficulties. In 2010-2011 Therapy ACT dealt with $11.6
million worth of client needs (DHCS, 2010-2011). In total, in the financial year 2010-2011 the
DHCS dispensed with $193 million from its budget. Of this money, $190 million was received
from the ACT Government for outputs payment and $2 million from user charges.

Up to the financial year 2005-2006 the department consisted of three separate financial reporting
entities and the entities were: (a) Department of Disability, Housing and Community Services,
(b) the Office for Children, Youth and Family Support, and( c) Housing ACT. They maintained
separate books of accounts and at the end of the period they prepared annual reports separately.
From 1 July 2006, the Office for Children, Youth and Family Support integrated with the
Department of Disability, Housing and Community Services in a financial sense. At present the
department has two financial entities: (a) Department of Disability, Housing and Community
Services and (b) Housing ACT. In bringing a wide range of related functions together in one unit,
the department showed a commitment to an integrated approach in policy development and
delivery of human services in the ACT. Organisational commitment of the department is
described in the next section.

6.3

ORGANISATIONAL COMMITMENTS OF THE DHCS

It has been mentioned earlier that the DHCS provides an integrated approach to the development
of policy and the delivery of a broad range of human services in the ACT. The department is
committed to supporting each of its clients in a manner that recognises the stage of life and
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circumstances in which they find themselves, and to facilitating an outcome that is focused on
clients’ individual needs (DHCS, 2007-2008b, p.2). A brief description of organisational
commitment of the DHCS is given below.

6.3.1 Working in Partnership
The DHCS believes that strong partnerships are based on extensive consultation, engagement and
co-ordination with community organisations. They are committed to develop partnerships
between the government and community organisations in the spirit of ‘Social Compact’, with a
view to strengthening the development and implementation of effective, accessible and
appropriate services, programs, information and policies. They recognise that partnerships
promote trust, respect, shared decision making and accountability. Their partnerships have been
developed and sustained through a culture of mutual understanding, integrity, flexibility,
continuous improvement and cooperation with both clients and community organisations.

6.3.2 Human Rights
The department maintains a person-centred approach within a human rights framework. This
framework provides that everyone is treated equally without discrimination. The department
believes that recognition of diversity and respect for dignity in the community are central to
community inclusion and richness.

6.3.3 Workforce Sustainability
The department feels that an effective, committed and skilled workforce is essential to deliver on
its responsibilities. For this reason the department recognises that a positive workforce will
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maintain high levels of customer service and nurture strong collaboration with the community,
The department is also committed to a sustainable workforce through training, development,
support and safe work settings. In addition to their organisational commitment the department is
very much committed to their clients. The following section describes the department’s
commitment to their clients.

6.4

COMMITMENT TO CLIENTS OF THE DHCS

The department focuses on the needs of the client in order to continually promote client
ownership of all phases of the work and support the client’s ability to sustain change after the
engagement ends. Drawing on their values, context and strategic themes, they make the following
commitments to the people they work with:
●

Accountable to the clients and provide opportunities for regular feedback on any aspect of
conduct with the service.

●

Respect the unique needs of the clients and acknowledge their individual support
networks and legal arrangements.

●

Respect the client’s right to make informed choices and determine their future.

●

Observe the duty of care and statutory obligations that relate to the work and consider the
best interests of the client in all decision-making processes.

●

Ensure policy and practice reflects the commitment to the client being at the centre of all
decisions and processes.

●

Strive to engage early with the clients and work to develop sustainable support networks.

●

Endeavour to provide connected services to the clients with clear information on the role,
responsibilities and limitations.
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●

Actively seek the clients’ consent to share information and explain how information will
be used.

●

Build closer partnerships with community organisations and the wider community to
maximise clients outcomes.

●

Respect the diversity and independence of community organisations and groups in the
planning and coordination of services.

●

Draw on the best available evidence concerning practice approaches and service models
that achieve positive outcomes for the clients (DHCS,2007a, p.16).

In order to maintain these commitments to clients the Department performs a wide range of
functions. In the following section the functions of the DHCS are discussed.

6.5

FUNCTIONS OF THE DHCS

The DHCS is responsible for a wide range of human service functions in the ACT. The
department’s service delivery functions are:
●

Individual support services for people with a disability;

●

Public housing, related support and community linkages services;

●

Funding for community, supported and Aboriginal and Torres Strait Islander people’s
housing services;

●

Therapy services for people with developmental delays and disabilities;

●

Funding to other government and commercial agencies for concessions in relation to
rates, motor vehicle registration, electricity, water, public transport and spectacles;

●

Funding for homelessness, community development and disability support services;

●

Assistance to children, young people, their families and those who develop support and
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care for them;
●

Provision of adoption services, support services to young people at risk, and support and
supervision of young offenders;

●

Advice to promote multiculturalism in the ACT;

●

Whole-of-government approach to issues affecting Aboriginal and Torres Strait Islander
people;

●

Promote positive ageing;

●

A more inclusive, mutually supportive and sustainable ACT by contributing to and
encouraging the development of community capacity building within local regions;

●

The Women’s Information and Referral Centre provides a free and confidential
information referral and support service to all women and their families on any issue;

●

Policy advice and development services to government in relation to women, ageing,
community services, disability, housing, concessions, children, young people families,
multicultural, Aboriginal and Torres Strait Islander people communities, therapy and
homelessness issues; and

●

A working environment in which every staff member is encouraged to perform to the best
of their ability (DHCS, 2006-07a, p. 12).

DHCS believes that their values and culture guide them to strive for the highest standards in their
work with the community. Values and culture of the DHCS is discussed in the following section.

6.6

VALUES AND CULTURE OF THE DHCS

Scott (1995) pointed out that no organisation can be properly understood apart from its

wider

social and cultural context. Due to public sector reform initiatives, Australian public sector
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entities were forced to adopt various organisational and cultural changes (Parker and Guthrie,
1993; Zifcak, 1997; Hoque and Moll, 2001; Coventry and Nutley, 2001; Mir and Rahaman,
2006). DHCS was not an exception. To meet the demands of the new public management
reforms the DHCS outlined its values and culture which guide them to strive for the highest
standards in their work with the community. As a new public sector organisation, the DHCS has
adopted and modified their culture according to the outcome and output oriented new public
management. Details of their cultural orientation are discussed in Chapter 8. It has been observed
that the department is committed to building and sustaining an organisational culture based on the
following values:
●

Respect for the people who use the services and for the people who work for, and with,
the department;

●

Transparency in the work practices and decision- making processes;

●

Acting with honesty and integrity in conduct;

●

Knowledge and expertise of the workforce;

●

Accountability towards the fellow staff members, other ACT Government agencies and
the community;

●

Best practice and innovation by providing high quality and well considered advice and
services.

The above-mentioned organisational values are directly related to the NPM philosophies. In line
with the overall public sector changes, the DHCS has implemented a wide range of new public
management approaches within the department which defined and arranged its cultural
orientation. This new cultural orientation forced the department to design and implement a
comprehensive strategic approach and the department is committed to implement its strategies to
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make sure these values are part of their policies and service, both internal and external. The
following section provides the strategic theme of the DHCS.

6.7

STRATEGIC THEME OF THE DHCS

The DHCS prepared its strategic theme in the light of the NPM strategies in the Australian public
service. These strategic themes cover the breadth of its work, obligations and commitments.
Implementation of these strategies is discussed in Chapter 7. It provides the platform for the
development of a business plan for each area of the department, reflecting and informing the key
policy and service delivery directions. The strategic themes are:

6.7.1 Strategic Theme 1: Improving Outcomes for the Clients
An important reform agenda in the Australian public sector was focus on clients and the quality
of services. During the 1980s in what has become known as the ‘new public sector’ has come
under pressure to become more efficient and effective. To achieve this, they introduced various
private sector-management techniques such as performance measurement system (Brignall and
Modell, 2000). In line of these reform initiatives, the DHCS ensures that the services and
programs it provides are meeting the complex needs of its clients at all ages and stages of their
lives. It aims to facilitate an outcome that is focused on their needs and respects their dignity. One
of the respondents (MS) mentioned that:
We have strategic and qualitative indicators to measure the outcome. However, still we
are struggling to measure the effects because it is a lengthy procedure.

It has been observed that the DHCS has started using private-sector management control tools in
their organisation. They have started to educate staff on these tools. However, their performance
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measurement system is different from the private sector. This view is consistent with the findings
observed by Bruijn (2002) that government performance is difficult to measure and is different
from the private sector. This is particularly true for the outcome - the final effect. This outcome
depends on too many factors. The time between the effort and its effect may be too long.

The DHCS works on this theme in the following ways:
●

It uses research and evaluation to inform the development and delivery of its policies and
practices, and to support ongoing innovation and improvement in programs, policies and
service delivery.

●

It develops and implement policies and/or programs that respond to a range of needs, in
relation to the department’s target groups.

●

It recognises and responds to the particular needs of people that are compelled to engage
with their services due to court orders or legislative frameworks.

●

It delivers services that are appropriate to the culture, age and gender of their clients,
including services that addresses the needs of children, young people, families and
Aboriginal and Torres Strait Islander people.

It has been observed that the department has continuously been involved in improving outcomes
for the clients by implementing different private-sector techniques and strategies. This attitude is
consistent with the findings observed by Buckmaster (1999) that outcome measurement can be
used effectively as a tool for learning, and formulation of new strategies thereby providing
feedback to program managers in non profit organisations. The DHCS is trying to overcome the
problems of measuring outcomes which is discussed in Chapter 7.
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6.7.2 Strategic Theme 2: Engaging and Involving the Clients
Bourgon (2008) argued that by engaging citizens in policy and decision-making, governments
not only open up avenues for innovation, they also build citizens’ capabilities to respond to
events and co-create new individual and collective future. This is what the DHCS is exactly
doing. The department believes that clients are its primary concern. Using a person-centred
approach and respecting its capacity to make decisions, the department is working closely with it
to identify and help to address its ongoing, emerging and new needs. The department also
believes that where appropriate, it will provide the same support and assistance to the families,
carers and guardians of these people. It works on this theme in the following ways:
●

It listens to and value the people their work for and, as appropriate, their families,
carers and guardians.

●

It values the input of the people it works for in the design, delivery and review of
policies, programs and services. It involves community organisations, service users,
businesses and tenants, among many others, in policy development and planning.

●

Where possible, it ensures that its processes for engagement are tailored to the
preferences of specific community groups. It promotes participation in community life by
all Canberrans.

The department engages and involves citizens in its strategic decision-making leading to better
guidance for developing its management control systems. It enhances transparency and
accountability also. This illustrates the notion that citizen engagement has both an intrinsic and
instrumental value. It has an intrinsic value because it enhances transparency and accountability.
Citizen engagement also has an instrumental value by encouraging public debate in support of
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government initiatives as illustrated by Bourgon (2008). This approach is observed in the
corporate sector where corporate social responsibility is very important now a days. So, corporate
sectors are coping the ideas from public sector. As Clark (2000) identified the phenomena that
corporate social responsibility created increased concerns for an organisation’s image. No longer
were the boardrooms closed and executives quiet; instead, organisations had to adopt to an everincreasing demand for information from the public.

6.7.3 Strategic Theme 3: Building Better Community Partnerships
Through a focus on community engagement and consultation, the DHCS builds its strategic
theme for closer partnerships with community organisations to ensure that it delivers services of a
high standard to them. This finding supports those of Bourgon (2008) that public organisations
have an important role in determining the appropriate degree of citizen engagement needed in
public issues under different circumstances. This may range from communication, public
consultation, participation and engagement which entails a degree of power sharing. This attitude
is also observed in the private sector as illustrated by Doh and Guay (2006) that organisations
have responsibilities beyond those of their shareholders to include those of other stakeholders and
the broader society in which they operate. The DHCS thinks this strategic theme works in the
following ways:
●

It further develops, with external parties, a shared understanding of the partnership
approach to the delivery of services, informed by the Social Compact.

●

It maximises the effectiveness of their relationships with community, business and
government agencies to deliver the best possible services.

●

It actively seeks and responds to community feedback on the impact of government
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policies and the delivery of services, information and programs. This feedback assists it to
monitor progress and enhance their work.
●

It works in partnership with the community sector to enhance its capacity to develop and
deliver a range of innovative and sustainable services.

●

It recognises the autonomy of their community partners and respect their contribution
to the community.

●

It is accountable and transparent in community relationships and an endeavour to resolve
grievances in a timely manner.

●

In the planning of future services, it works to clarify the roles and responsibilities of
all government agencies to assist the participation of community and business partners.

6.7.4 Strategic Theme 4: Serving and Contributing to Good Governance
The DHCS believes that governance is the process by which organisations make strategic
decisions, manage public resources, and maintain equitable service provision. It supports the
argument of Bourgon (2008) that governance is the traditions, institutions and processes that
determine the exercise of power in society. It speaks to how society makes decisions on issues of
public concern, how citizens are given voice in public decision-making, and how social partners
work together to create public goods. Governance is not directly a management control tool.
However, it is a basic requirement for sound management control systems. It involves
accountability, transparency, and efficient and effective administration and program delivery. As
Ratnatunga and Alam (2011) mentioned, governance practices should therefore be oriented to
help organisations become more sustainable and effective. It is the new form of public sector
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management which is clearly distinct from traditional model of administration. Work on good
governance implies a one best way model of effective government (Andrews, 2010).

Under the NPM, the DHCS has developed an exemplary standard of accountability, supporting
the infrastructure of government and upholding the practice of good governance. This attitude
supports the argument of Kersbergen and Waarden (2004) that modern societies have in recent
decades seen a destabilisation of the traditional governing mechanisms and the advancement of
new arrangements of governance. Societies have witnessed changes in the forms and mechanisms
of governance by which institutional and organisational societal sectors and sphres are governed,
as well as in the location of governance from where command, administration, management and
control of societal institutions and sphres are conducted. The DHCS implemented various
management control tools to establish good governance (which is elaborated in Chapter 7).
Good governance improves management control systems in an organisation. In many private
sector organisations management control systems failed because of bad governance. Seal (2006)
argued that many practices commonly associated with management accounting and control are,
and certainly should be, implicated in corporate governance.The DHCS works on this theme in
the following ways:
●

The department designs policies, programs and services that reflect the Government’s
priorities and are planned and implemented in conjunction with other appropriate
agencies.

●

It provides structures and processes that facilitate the delivery of a high standard of
accountability and good governance, including best practice in compliance, monitoring,
reviewing, evaluating and reporting, It manages financial, physical and human resources
responsibly and in accordance with whole of government policies.
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●

The department seeks and effectively manages resources in order to address the
government’s priorities. It provides business systems and processes that support
transparency and integrity of decision making.

●

It consolidates an effective mechanism for inter-governmental communication in the
areas of responsibility.

6.7.5 Strategic Theme 5: Performing as a Best Practice Organisation
The term ‘best practice’ or good operating practice is used in strategic management literature
which is widely used in the private sector. It is a technique that has shown results superior to
those achieved with other means. It is used as a benchmark. It is a standard way of doing things
that different organisations can use. Cong and Pandya (2003) argued that the practice of new
public management and its increasing acceptance by countries around the globe show that the
concept and practice stemming from the private sector can be adopted in the public sector.
Private sector concepts and practices might contribute to the further development of public sector
quality improvement initiatives (Bate and Robert, 2002). The DHCS is not an exception in this
regard, as it is They are using best practice to improve service delivery.

In the private sector, competition is one of the important factors and their information is not
publicly available. However, in the public sector, they are not competing each other but their
information is publicly available. In this sense, public sector requires highest possible best
practice. The Australian public sector human resource management reforms agenda changed
workplace culture, and attitudes (Coventry, 2001). These values and practices introduced
strategies to help staff achieve the desired professional achievement. To perform as a best
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practice organisation, the DHCS is continuously educating its staff. In line of these reform
initiatives, the DHCS has implemented a wide range of changes in the area of their human
resources, which is described as ‘people control’ and elaborated in Chapter 8.. The DHCS regards
that its workforce as a crucial resource and for that reason it has established organisational
systems and strategic theme to assist the development of staff members and to integrate business,
service delivery and policy systems across the department. The DHCS also believes that this
strategic theme works in the following ways:
●

It maximises and maintains the department’s human resource capacity. It will support and
provide opportunities to its staff and other personnel to provide responsive and
responsible workers.

●

It values and acknowledges the diversity of its staff, and the significant contribution it
makes to their workplace.

●

It provides staff with opportunities for professional development and support learning
environments

●

It provides organisational systems, practices, procedures and policies which encourages
staff to perform at its highest level in an effective team environment.

●

By working with its community, government and business partners, it contributes to the
quality and benefits of living in the ACT for all people.

●

In all of its work, it continuously strives to identify and successfully mitigate current and
emerging risks.

●

It seeks and promotes innovative practice, policy and service delivery (DHCS, 2007a,
p. 10-15).

To perform as a best-practice organisation, the department developed their internal audit
functions. The next section provides the internal audit functions in the DHCS.
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6.8

INTERNAL AUDIT IN THE DHCS

Internal audit is a governance mechanism which enhances management control systems. It is a
private sector concept. However, the DHCS uses it in a different manner. Guthrie (1990) argued
that public sector auditing was traditionally only associated with financial aspects of government.
The function of this type of audit was to check the accuracy of accounts, and compliance with
laws and regulations in the spending of funds. He found that now great changes have occurred in
public sector budgeting, management information systems, financial reporting, internal audit and
in other review functions. Shand (1990a) argued that due to these changes governmental
departments themselves must devolve responsibility within their organisation and put appropriate
pressure on their own managers to perform. Shand (1990a) claimed that these reforms were not
simply a matter of the relationship between central agencies such as Finance and other
departments, it must relate to the head office and their regional offices or line divisions also. The
DHCS has established its internal auditing system in light of these reform strategies. Details of
the internal auditing function are discussed in the next chapter.

It is argued that public sector managers have to be ‘user friendly,’ but they also have to be tough.
They are in position of authority and the authority that is relevant to controlling the
organisation’s performance is disciplinary authority, internal audit and fraud prevention (Corbett,
1996). Similar with this view, the department has a specific internal audit and compliance review
function. In the department this internal audit function is a corporate governance mechanism like
the private sector. The DHCS case supports the arguments of Goodwin (2004) that internal audit
activities and interactions with external auditors in the public sector are same as the private sector
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and public sector reforms have lessened the differences between private and public sector internal
auditing.

Christopher et al. (2009) argued that internal audit function is a stepping stone to other positions
having the Chief Executive Officer or the Chief Finance Officer approve the internal audit
functions budget and provide input for the internal audit plan and considering the internal auditor
to be a partner especially when combined with indirect threats. Drent (2002) argued that many
executives and managers think that internal auditors work for them. In the DHCS it has been
observed that Chief Finance Officer approves the internal audit plan and internal auditor is
considered as the partner of establishing internal control mechanism within the department. In
this sense they could not maintain independence of internal audit. However, in the DHCS there is
an independent audit committee which supplements the independence. In the DHCS internal
audit and review function includes an Audit and Review Committee and a Performance Audit
and Review Unit. The ACT Government’s approved Internal Audit Framework guides these
arrangements. In the DHCS, this audit and review committee is independent. The Chair, Deputy
Chair and a member is appointed from outside of the Department. Internal auditors raise matters
to the Audit and Review Committee. This attitude is consistent with the findings observed by
Goodwin and Yeo (2001) that an effective audit committee can strengthen the internal audit
function by acting as an independent forum in which internal auditors may raise matters affecting
management. It has been observed that during the last five years the department did not receive
any qualified external audit report. Therefore, it can be claimed that their internal audit function
of the Department is successful.
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Under the direction of this Audit and Review Committee the Performance Audit and Review Unit
is primarily responsible for the policy framework, coordination of risk management and annual
internal audit program The Committee was established on 4 April 2003 and membership in the
committee includes three independent members which are an independent Chair, a Deputy Chair,
an independent member, four departmental senior executives and representatives from the Chief
Minister’s Department and Department of Treasury. A representative of the ACT AuditorGeneral’s office and the Department’s Director of Finance and Budget attend as observers. The
committee receives ongoing reports, collated by Performance Audit and Review of the
department’s internal and external reviews and monitors the progress against the implementation
of recommendations. This includes monitoring recommendations made by the Auditor-General in
other reports for their applicability to the department. Reports and presentations made by
directors provide a valuable insight into how the department is addressing its strategic and
emerging risks and in providing assurance to the Chief Executive. Therefore, it is evident that in
the DHCS this audit and review committee is independent. To maintain strong internal control
mechanism they have accounting expertise in the committee. This finding is similar to the
findings as observed by Zhang et al. (2007) that a relation exists between audit committee
quality, auditor independence, and internal control weakness. Organisations are more likely to be
identified with an internal control weakness, if their audit committees have less financial
expertise or more specifically have less accounting financial expertise and non-accounting
financial expertise. Krishnan (2005) argued that independent audit committees and committees
with financial expertise are significantly less likely to be associated with the incidence of internal
control problems. In this sense, DHCS faces less internal control problem. The DHCS case also
supports the claim of Goodwin (2003) that independence is further enhanced if the members of
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the audit committee, in addition to being independent, have the technical expertise to understand
the work of the internal audit function.

To implement its strategic theme, the DHCS is involved in identifying and mitigating current and
emergent risks and the Department monitors the implementation of the new Risk Management
Profile. The next section describes the risk management system in the DHCS.

6.9

RISK MANAGEMENT SYSTEM IN THE DHCS

Risk management is a private-sector concept which deals all type of risks. However, the public
sector has adopted this approach but which is somewhat different from the private sector. The
functional responsibilities of the DHCS require the management of a substantial level of risk.
These risks include financial, contractual, goodwill and reputation in addition to services for
clients and government. Business units of the department, for example, Disability ACT, Housing
and Community Services and Office for Youth and Family Support are responsible for managing
all strategic and operational risks and embed them within their respective business plans. The
Performance Audit and Review Unit of the department works with the business units in
managing these issues. From the financial year 2006-2007 the Performance Audit and Review
Unit monitored the implementation of the new risk management profile within the department.

The department’s strategic risk profile is mapped directly against the five core strategic themes
which are discussed in section 6.7. The profile was further streamlined during the financial year
2006-2007. The risks were grouped against the clusters of Safety, Personnel, Finance and
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Resources, and Governance. Of these strategic risks, three were of significant priority to all
business units and these are:
Personnel - attracting and retaining employees. One of the major objectives of the human
resource plan of the Department is to attract new and retain existing employees. However, there
is a risk of leaving employees from the organisation. It has been observed that the main reason
behind this is that the department is performance oriented and they are not able to cope with new
culture. The department identifies the risk of leaving and takes necessary training to solve the
problem.
Finance and Resources- achieving identified savings; and
Governance- implementing agreed actions against the compliance framework.
Controls have been put in place to ensure the remaining risks were embedded in business plans.
Quarterly reports are presented to the Board of Management and the Audit and Review
Committee, demonstrating transparency and accountability of the actions taken to mitigate the
risks. It is evident that the key activities were the collation of quarterly risk management reports
from all business units, six monthly reports of business as usual risks, and an annual program of
audits and reviews which was based on the Department’s strategic risk management profile.
Basically this risk management and internal audit mechanism helps the department to establish
better governance. The next section describes the governance structure within the Department.

6.10 GOVERNANCE STRUCTURE IN THE DHCS
Section 6.7 mentioned that under governance, the DHCS makes strategic decisions, manage
public resources, and maintain equitable service provision. It involves accountability,
transparency, and efficient and effective administration and program delivery. To operate
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effectively and efficiently, the department has a Board of Management (BOM). In the private
sector, the Board of Management is one of a number of internal governance mechanisms that are
intended to ensure that the interests of shareholders and managers are closely aligned and to
discipline or remove ineffective management teams (Kang et al. 2007). In this sense,
management in the private sector and in the public sector are different. The Board in the private
sector is accountable to the shareholders and they are independent. In the public sector,
stakeholders’ interests are ensured but the Board is not independent. The DHCS case is not
different in this manner. However, there is no common definition of board independence
(Brennan and McDermott, 2004).Various government commissioned reports added that
independence of board means independent from senior management (Australian Stock Exchange
Corporate Governance Council, 2003). The BOM of the DHCS comprises the Chief Executive,
the Deputy Chief Executive and the Executive Directors of Disability ACT, Housing and
Community Services, Office for Children, Youth and Family Support, and Policy and
Organisational Services. In the DHCS, the BOM is the key advisory mechanism for the Chief
Executive in his decision-making role as head of the department. As a public organisation there
are no share holders in the DHCS and their operations are different and as a result their
accountability system is different. They meet more frequently to discuss the issues. Every month
the BOM meets and evaluates chief executive and other executives. This finding is consistent
with that observed by Mishra and Nielsen (2000) that the board of management is considered to
be an important internal control mechanism. The board members are responsible for evaluating
the chief executive officer and other top executives. One of the senior executives (HI) of the
department stated:
Our Board of Management is a high functioning work group. Every month our Board
of management meets and discusses on financial and other issues. Members of the
board challenge each other on strategic issues.
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This attitude supports the claim of Sonnenfield (2002) that good boards are very simple;
members feel free to challenge one another’s assumptions and conclusions; and management
encourages lively discussion of strategic issues. It can be claimed that the governance structure in
the DHCS is stronger than the private sector because of the responsibility and accountability to
the stakeholders which ultimately enhances management control systems of the department.

In Section 6.7 the specific strategic themes of the department are discussed. According to these
themes the department has developed their implementation plan. The objectives of this plan was
to identify specific tasks, responsibilities, milestones and time frames for progressing and
monitoring progress against each of the actions contained in the plan (DHCS, 2003-2004, p.10).
The Strategic Policy and Organisational Governance area has overall responsibility for
monitoring and reviewing performance against the implementation plan. This work is undertaken
in close consultation with the department’s Board of Management and is reviewed and reinforced
at the department’s regular Senior Manager’s meetings.

In addition to the BOM, a number of committees (for example, Ministerial Advisory Council on
Women, Youth advisory council, Disability Advisory Council etc.) support and promote effective
organisational management within the department. This committees provide secretariat services
and whose role is to provide advice to the ACT Government on matters within the portfolio of
the Department (DHCS, 2009-2010 a). All of these committees have independent members who
monitor the board and provide strategic advice to the ACT Government. This attitude is
consistent with the findings observed by Cotter and Silverstar (2003) that organisations whose
boards use a committee structure, much of the monitoring responsibility of the board is expected
to rest with the independent committee members.
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The department prepared a new Fraud and Corruption Control Plan which is not seen in the
private sector and an innovation in the public sector. It complies with the ACT Government’s
Integrity Policy. This plan was developed in consultations with business units and in accordance
with a two-year review. This plan was approved by the Board of Management in November
2006. It identified the department’s core areas of fraud risk, and specific risk for individual
business units. Performance Audit and Review co-ordinate six-monthly reports to ensure controls
are in place and present these to the Audit and Review Committee.

It is evident that in line with NPM the DHCS has continuously involved in reshaping their
administration and allocation of their functions. The DHCS has adopted new administrative rules
and managerial practices from the private sector which is now using to the public interest. For
example, the DHCS has developed various management control tools such as organisational
structures, strategic plan, internal audit and compliance review functions, business plan, fraud
and corruption control plan, service delivery platform, risk management framework,
stakeholders’ control and evaluation systems. The department implemented these management
control tools to translate strategies into action. This finding supports the argument of Riccaboni
and Leone (2010) that management control systems have a role in implanting sustainable
strategies. The combined effects of these new management principles and practices reinforced the
changes in the management culture of the DHCS. In the new environment these managerial
principles adopted in the DHCS are grouped under the rubric of NPM. The next section discusses
how the NPM philosophy was implemented in the DHCS.
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6.11 THE NEW PUBLIC MANAGEMENT AND THE DHCS
This section will address the first research question - in what ways have the new public
management ideals been implemented in the researched organisation. Chapter Two has
mentioned that the Australian public sector has implemented a wide range of financial and
administrative reforms. These reforms were linked to the NPM. The NPM techniques are the
expression of developing new ideas, ideologies which reinvented the public sector management.
The DHCS has adopted many of these managerial practices from the private sector which is
discussed in this section. The major themes for implementing these new ideas and management
systems in the DHCS were efficiency, effectiveness and economy. It was also expected that at the
same time, it will ensure quality of service, value for money and accountability in the DHCS.

Corbett (1996) argued that traditionally public sector administrators were responsible for
Planning, Organising, Staffing, Directing, Co-ordinating, Reporting and budgeting. Corbett
(1996) also mentioned that older tradition of public administration was the notion of hierarchy. In
the older tradition in an organisation authority runs downwards and lines of accountability run
upwards. However, after the reforms in the public sector these roles have changed and almost the
antithesis of hierarchy has raised the challenge of the older tradition. In the new approach
accountability runs outwards as well as upwards. Corbett (1996) claimed that in the new concept
public sector managers are not just like a general commanding an army. The responsibility of the
managers towards stakeholders in the community may be as more important as responsibility up
the line to the minister in charge. Now, public sector organisations are divided up in terms of
responsibilities and governance structure as well. This was evidenced during interview with one
of the Senior Executives (HI) in the Finance Division of the DHCS also. He commented:
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I think one of the things now we have a governance structure. We have a Finance
Committee, we have a Board of Management. These are all the terms that came from
the private sector and never in the public sector before these reforms. I used to go to a
Senior Executives Meeting, now it’s Board of Management and the Chief Executive
is a very similar terminology to the private sector where people say they don’t have a
Director General. It was a more military type of operation and also nearly militaristic
structure with Director General and Deputy Director Generals and now it’s all Chief
Executive Officer and Chief Information Officer and Chief Finance Officer. These
are very similar terms to the private sector. I think that’s the biggest change we have
adopted a similar structure in the public sector.

Within the new concept of public management, the public sector manager’s authority comes not
only from the delegation from superiors but also from success in negotiating agreements with
stakeholders outside the organisation. Delegation is a private sector management control tool and
the DHCS uses it to enhance employee motivation. In order to respond to the new concepts of
public management the DHCS expanded and redirected their efforts. For example, the DHCS has
involved in service delivery through partnership with both clients community and private sector
organisations. They believe that partnership promote trust, respect, shared decision-making and
accountability. The department developed their partnership and sustained through a culture of
mutual understanding, integrity, flexibility, continuous improvement and cooperation.

Palmer and Dunford (2001) and Brown et al. (2003) argued that various corporate strategies have
been adopted by different public sector agencies and many of these managerial practices
borrowed from private sector. Evidence from the field supports that from the very beginning of
its establishment the DHCS was involved in formulating its own financial and administrative
reform strategies and concentrated on a more conscious managerial approach similar to the
private sector. To meet the demands of the NPM-oriented economic rationality, the DHCS
outlined its values and culture which provided them a guide to implement new management
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techniques and control tools to strive for the highest standards in their work. A year-wise
chronology of adoption of management control tools within the Department is presented below.

2002-2003 Year for Review and Improvement
The Financial Year 2002-2003 was the first year of operations in DHCS. As a new department, it
faced both challenges and opportunities. In that year the department was engaged in a continuous
review and improvement (DHCS, 2002- 2003, p. 1). In light of the NPM initiatives, the
department started working on developing relevant policies and procedures for the management
of key governing issues across the department. During the first year of operations, the department
developed its first Strategic Plan 2003-2005 as a results control tool, like private sector style.
This plan identified the department’s strategic themes for the next three years. The department
undertook a range of consultations with staff and community organisations in developing this
plan. Consultation with the community organisations is unique to the public organisations as they
are serving the community. The departmental structure was presented in this plan and the areas
were Disability ACT, Housing and Community Services, Therapy ACT and the Organisational
Support Services. This plan outlined the DHCS’s responsibilities, purpose, values, principles,
clients and structure and it was developed around the department’s five key Strategic Themes
(discussed in section 6.7). During the first year of operation, the disability sector was very active
within the department. It has implemented the government commitments which were the
response to the report of the Board of Inquiry into Disability Services and Steps to Reform. To
implement the government response to the recommendations in the Report of the Board of
Inquiry, the department has engaged hundreds of members of the community and community
organisations in the push towards changes in the disability sector. During the year the department
established a new Disability Advisory Council and the Disability Reform Working Groups.
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During the first year, the Strategic Policy and Organisational Services and Strategic and
organisational Finance Unit of the department started to develop relevant policies and procedures
for the management of key governance issues across the department. During this period the
department established an internal audit and compliance review function. To perform these
functions, the department established an Audit and Review Committee and an Audit and Review
Unit, a governance mechanism which is an innovation in the public sector not seen in the private
sector.

2003-2004 Year for Establishing Consultative mechanisms
In 2003-2004 the second year for the Department, the department continued its strategic plan
which provided a framework through which each area in the department developed their business
plans, a results control mechanism.. This year an implementation plan was developed for the
strategic plan. The purpose of this plan was to identify specific tasks, responsibilities, milestones
and timeframes for progressing and monitoring progress against each of the actions contained in
the plan. During the year the department reviewed their significant achievements and mentioned:
The second year of operation for the Department of Disability, Housing and
Community Services has enabled us to move towards being a more unified
organisation, to further progress the government’s human services reform agenda in
our areas of responsibility, and to build on our first year’s achievements in terms of
delivering improved services for our clients (DHCS, 2003-2004, p. 1)

The department was facing difficulties in meeting the demand of economic rationality within the
NPM. Therefore, the department made efforts to recruit qualified professional staff to support
people control mechanism in the effective program delivery. During the year the department
established consultative mechanisms which involved community organisations and their
representatives across the department. It is an innovation in the public sector. The significant
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structures and consultations occurred through the Housing Advisory Committee, Disability
Advisory Council, Carers Implementation partnership, Indigenous Housing Trilateral Steering
Committee, Therapy ACT Consultative Committee, Disability Reform Working Groups,
Homelessness Advisory Group and the Chief Executive’s Regional Community Services Forum.
In the year 2003-2004 the department started to maintain a strong relationship with the private
sector which is also an innovation in the public sector. This year the Department constructed the
first adaptable and accessible display home in conjunction with the private sector. This year the
Department encouraged private sector investment in social housing infrastructure. Joint venture
and alliance with the private sector with the Land Development Agency was also pursued this
year. In the year 2003-2004 the department started client feed back in relation to public housing,
through a commitment to conduct tenant satisfaction surveys in alternate years to those conducted
at a national level. It is a non-financial performance measurement system of management control
systems in the DHCS which will be discussed in the next chapter. It can be compared with
private sector balanced score card control mechanism where customer satisfaction is one of the
perspectives. These customer surveys facilitated to drive reforms in public housing and the aim
was to deliver a more responsive and tenant focused service because these surveys gave valuable
information in relation to their tenants’ areas of satisfaction and dissatisfaction. Another area
where the DHCS also has invested strongly is in improving their client outcomes. Their new
services have involved innovative models and close collaboration with the community sector
which is an innovation in the governance mechanism in the public sector. In the year 2003-2004
it was also observed that the department put greater emphasis to reinforce their reputation for
accountability and transparency in their operations. During the year the department conducted a
range of program, process and file audits and measure their performance on key aspects of their
operations. They also completed a routine privacy audit by the Office of the Federal Privacy
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Commissioner. It is unique to the public sector and can be compared with pre and post type
action control mechanisms. It was observed that this year the department was engaged in new
client and community surveys of their operations. It included the areas of community facilities,
community housing, public housing and organisational support services. These surveys built on
existing surveys in disability services, therapy and community services. Throughout the year in
2003-2004 the DHCS was involved in reviews of programs and services. They reviewed
Financial and Material Assistance Programs in Community Services and coordinated the Review
of Statutory Oversight and Community Advocacy Agencies.

To strengthen management control systems the management structure of Individual Support
Services in Disability ACT has also been changed in 2003-2004. In the light of the economic
rationality of the NPM during the year the department developed Human Resources Plan, Audit
Plan and Risk Management and Fraud Plan. These initiatives were regarded as the essential
component of ensuring rigorous internal quality control mechanisms. In 2003-2004 the
department released two strategies, one is Public Housing Asset Management Strategy and the
other is Community services Facilities Management Strategy. Both of these strategies provided
important frameworks for the manner in which the department managed their significant capital
resources. This year the Department developed the first Environmental Management Policy for
an ACT government agency which is an innovation in the public sector and not done in the
private sector. The department staff believed that this policy would lead to significant reductions
in the ecological footprint of the department’s activities. In November 2003 a Fraud corruption
Prevention Plan an important management control tool was developed and in March 2004
departmental risk and fraud management assessment was completed by KPMG. This assessment
included fraud and corruption risks. The business units report quarterly against the identified
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critical risks including those relating to fraud. It is an action control mechanism which is not seen
in the private sector. During that year the department achieved its budgeted financial targets and
received an unqualified audit opinion. The Departmental Audit and Review Committee
conducted a number of audits including the Total Facilities Management contract management
arrangements, debt management review, and the assessment of eligibility for assistance audits.
The departmental Approved Procurement Unit (APU) was established and commenced its
operation in December, 2003. This unit met three times during the year and also conducted
certified procurement training. It is a pre action review and people control mechanism which is
not seen in the private sector. During the year the department was guided by the strategic
direction established through whole-of-government plans developed by the ACT Government. In
the light of these directions, the DHCS published significant policy documents. These were:
Breaking the Cycle- The ACT Homelessness Strategy, Caring for Carers Policy, Review of
Statutory Oversight and Community Advocacy Agencies, Public Housing Asset Management
Strategy, and Community Services Facilities Management Strategy. The Department was also
engaged to seek innovative and effective ways to address the complex and changing needs of
their clients and they mentioned:
We will continue to refine our service delivery approaches, with an emphasis on
enhancing our efficiency, and not compromising effectiveness or client outcomes
(DHCS, 2003-2004, p. 7).

2004-2005 Year for Expansion of Human Services Functions
The Financial year 2004-2005 was the third year for the department and during that period a
significant change was seen in the departmental portfolio. A summary in the annual report
(DHCS, 2004-2005) indicated that during that period the department was involved in the
expansion of human services functions and further consolidation. On 4 November, 2004, the
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department assumed responsibility for the Office for Children, Youth and Family Support, Office
of Multicultural Affairs and Community Engagement Unit, Child and Family Centres, and the
Vardon Report Implementation Team. The inclusion of these new areas changed the DHCS into a
comprehensive human services agency. The Department worked according to the Strategic Plan
2003-05 and developed different strategic focus documents and business plans across the agency.
Throughout the period the department conducted a program of reviewing the delegation of the
Chief Executive’s powers under various legislative instruments. It is a governance-type
management control systems which is not done in the private sector. This review helped to revise
the delegations, more appropriately locate certain powers at more senior levels across the
department and it also identified the positions which held those powers.

In that financial year, Disability ACT developed Challenge 2014- A ten year vision for disability
in the ACT with the help of the community agencies. Another area of the Department Housing
ACT continued its strong focus on sustaining tenancies. They put greater emphasis on effective
debt management and it was an important part for considering the remission of debts for new
applicants and existing tenants. The department extended its customer perspective further and
concentrated on more customer focus which is convergence with private sector model. A Review
of the Community Linkage Program was conducted with tenants, service providers and the
community. They also established a new tender process. During the period Housing ACT
continued the realignment of its housing stock in accordance with the Public Housing Asset
Management Strategy. An employee handbook was also developed and implemented this year.
This handbook is the code of conduct used in the department as a practical reference guide for
new employees on workplace issues, conditions of employment, rights and responsibilities of the
employees etc. The department uses it as cultural and people control mechanism. Policy and
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Organisational Services undertook a range of best practice activities. They developed the
financial systems for the new parts of the department.

2005-2006 Year for Focusing on Cost Efficiency
The financial year 2005-2006 was the fourth year of the department, was also the second year in
which the new areas of the department worked as components of their service delivery palette.
Disability ACT implemented a new quality improvement system which seen in the private sector
for all Disability ACT funded agency, including the government service provider. This year
Complaint Management Unit of the Housing ACT started its operation and in the first year it
handled 1,652 complaints (DHCS, 2005-2006a). This complaint management is a control
mechanism which focuses on customer perspective. It is an innovation in the public sector. The
private sector does not have complaint management unit on linage like this. In the DHCS this
unit was involved to ensure that complaints were dealt with fairly, impartially and within
prescribed timeframes.

Housing ACT continued in 2005-2006 its focus on cost efficiencies, a financial results control
system, which was one of the major agendas of the public sector reforms by benchmarking the
ACT’s public housing system against other jurisdictions. The department encouraged the private
sector to invest in public housing through public private partnership which is an innovation in the
public sector and can be seen as financial results control mechanism. The department started a
Vocational Employment Strategy through universities in Canberra to attract final-year social and
psychology students to work in the Office for Children, Youth and Family Support (DHCS, 2006
a). It is similar to the private sector work experience program. It encouraged the students to
consider employment with the department when they complete their degrees. It was the part of
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the recruitment and retention strategy of the department. In 2005-2006 the Department also
developed a Discipline Procedures Manual a code of conduct type management control system to
ensure standards of conduct and values are maintained. During the year the department has
finalised its Work and Life Balance Plan to increase employee motivation. This plan was
developed in consultation with staff and the consultation was initiated through employee
information survey. The aim of this plan was to manage flexible working arrangements, manage
excessive work hours, provide employees with caring responsibilities, schedule of meetings,
regular part-time work and job sharing, family care costs and vacation childcare programs,
purchased leave, support of outside study and paid and unpaid leave.

This period saw the department establishing a new branch to provide coordination of advocacy,
review, and quality across the department. It is an innovation for the public sector. This branch
consisted of three distinct functions: Performance Audit and Review, Consumer Advocacy and
Quality, Community recovery and emergency planning. The common purpose of these teams is
to provide a key support for the service areas of the Department. It also created value and
facilitated improved performance and quality of service to external and internal clients (DHCS,
2006 b). It is unique to the public sector. This new function provided the Chief Executive with a
channel of advice about matters of significant risk for clients and in-service delivery. The
Performance Audit and Review Unit of the department developed a new Risk Management
Framework and Risk Management Profile a governance mechanism for the department. Formerly
risk management had been developed in the department as a bottom-up approach. Though it was
an innovative approach, did not work properly. Former plan was operational but the focus of the
new plan is strategic (DHCS, 2005-2006b). Risk Management Framework provided the
overarching policy, guidelines, responsibilities and requirements and Risk Management Profile
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provided the mechanism for quarterly reporting. Performance Audit and Review Unit used these
two strategic documents for identification of risk and the development of the future audit
program (DHCS, 2007a).

2006-2007 Year for Innovation
During the financial year 2006-2007 the DHCS transformed itself into a new kind of
organisation. Economic, political, managerial issues and the NPM reforms initiatives forced the
department to become a more dynamic organisation. One of the criteria of good management
control systems is that it has to be modified according to changed circumstance, which is what
the DHCS did in this period.. During this period the Department developed its new strategic plan,
fraud and corruption control plan, risk management framework. The Department reorganised its
structures and functions, changed its financial entities, prepared its union collective agreement,
transferred its transactional human resource functions to whole-of-government Shared Services
Centre and was continuously involved in introducing a quality management system. It has been
observed that the financial year 2006-2007 was a period of innovation for the department (DHCS,
2006d). The department’s responsibilities were further added, with the. Office for Women, the
Women’s Information and Referral Centre, the Office for Ageing and the Office of Aboriginal
and Torres Strait Islander Affairs included in the department. During this year a significant
change was seen in the human resource functions of DHCS. From 1 February 2007 transactional
human resource functions transferred to the whole-of-government Shared Services Centre.

This year the Department prepared its new strategic plan for financial year 2006-2008. The
purpose of this plan was to provide an overall picture of the department’s roles and
responsibilities. It considered all the functional and administrative changes of the department. It
206

provided a foundation for departmental areas to build upon with their own strategic focus
documents or business plans. This strategic plan was also linked with the department’s Risk
Management Profile. This plan was the major guideline for the department’s structure and
responsibilities over the next three years. This year the department released an important
document Service Delivery Platform. The department used private sector tools in a modified
form. It was the foundation of strategic and organisational planning for the department. In this
document the department outlined its key information about the agency, its values, and services.
It focused their efforts and the themes that run through every aspect of their work. This platform
was developed from a lengthy consultation process to ensure the diverse range of program and
policy responsibilities. Basically this document reflected the strategic direction of the department.
The Service Delivery Platform also incorporated actions to address strategic risks faced by the
Department. In line with a greater emphasis in the NPM the department prepared a new Fraud
and Corruption Plan (DHCS, 2006-2007). The department prepared this plan before, but
modified it to adapt to changing circumstances. This plan was developed in consultations with
business units and in accordance with a two-year review. This plan was approved by the Board of
Management in November 2006. The objective of this plan was to raise awareness of potential
fraud and corruption, risk exposure and communicated DHCS’s expectations of its staff, DHCS
sponsored Non-Government Organisations, consultants and contractors (DHCS, 2006 c).

2007-2008 Year for Involving in Collaborative Practice and Integrated Governance
In the financial year 2007-2008 the department was involved in collaborative practice and
integrated governance to enhance service provision. For example, it was assisted by significant
structural change across the department. A major structural change was seen in the Office for
Children, Youth and Family Services. Functional realignment of the Office for Children, Youth
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and Family Services was occurred and its objective was multifaceted. During the period the
department was actively involved in learning and development functions (DHCS, 2007d). This
function was seen in the balanced score card perspective, one of the tools of non financial
performance measurement systems in the private sector. The department offered 122 different
courses for both departmental staff and community partners during this time. A seven week
training program commenced for the new recruits who had been employed which was used as
people control mechanism. The purpose of this program was to educate new staff and familiarise
with the new culture of the department. A number of business units in the department also
organised various training programs. In the department there was an ongoing whole-of
department performance management program. The aim of this program was to assist in the
achievement of strategic goals and performance measures. Business unit plans informed of the
development of area action plans and it led to the development of individual work plans and
ultimately it formed the basis for reviewing and managing individual performance. This control
mechanism can be compared with the private sector’s reward for work model. Literature suggests
that these performance measures and innovations are difficult to implement in the public sector.
During 2007-2008 a significant reshaping was also seen in the public housing system. Housing
ACT continued to improve service delivery to public housing tenants and applicants. There was a
change in the allocation system which significantly reduced the waiting periods for those most in
need. It is an example of outcomes from these innovations. This year Housing ACT decided to
replace their information management and database system to improve efficient management of
tenancies and Housing ACT properties (DHCS, 2007j).
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2008-2009 Journey of Reconciliation
In the financial year 2008-2009, the department commenced a journey of Reconciliation,
culminating with the release of a Reconciliation Action Plan, an action-type management control
system. It was an innovation in the public sector and implemented for the first time in an ACT
government department (DHCS, 2008-2009a). The Office for Children, Youth and Family
support reviewed their professional structure during this period. Another control mechanism
adopted by the department was to develop a recruitment and retention strategy for the next five
years. A resource kit was developed that year to support the Workplace Diversity Policy. In June
2009 the Department’s Fraud Prevention Plan was reviewed (DHCS, 2008-2009b).

2009-2010 Year for Developing Business Continuity Framework
In the financial year 2009 -2010 the department has been engaged in developing a business
continuity framework and business continuity plans for its critical business activities. During
thattime, the department’s Fraud and Corruption Prevention Framework was updated (DHCS,
2009-2010b).

2010-2011 Year for Re-Organisation
In the financial year 2010 -2011 the department has started making considerable changes in
organisational structure. At the end of the financial year as shown as Dr Allan Hawke’s Review
of the ACT Public Sector, the DHCS reorganised its structure. The second implementation plan
for the ‘Future Directions: Towards Challenges 2014’ framework was released in late December.
A new Performance Management Plan was trialed in this year. The new performance plans
incorporated key performance indicators for all staff. In the same period a new work safety
module was developed.
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Table 6.1 provides a summary of the major management control tools adopted by the DHCS from
2002 to 2010.

Table 6.1 Summary of management control tools adopted by the DHCS from 2002 to 2010.
Years
2002-2003

Management control tools
Developed first Strategic Plan.
Disability ACT developed Steps to reforms.
Strategic Policy and Organisational Services Unit and Strategic and
organisational Finance Unit started to develop relevant policies and
procedures for the management of key governance issues across the
Department.

2003-2004

Established an internal audit and compliance review function. As a result an
Audit and Review Committee and an Audit and Review Unit were formed
Each area of the department developed their Business Plan.
An Implementation Plan was developed for the Strategic Plan.
Started client feed back in relation to public housing.
Housing and Community Services have invested strongly in improving their
client outcomes. Their new services have involved in innovative models and
close collaboration with the community sector.
Put greater emphasis to reinforce their reputation for accountability and
transparency in their operations.
Conducted a range of program, process and file audits and measure their
performance on key aspects of their operations.
Reviewed Financial and Material Assistance Programs in Community
Services and coordinated the Review of Statutory Oversight and Community
Advocacy Agencies.
To strengthen management controls the management structure of Individual
Support Services in Disability ACT has also been changed this year.
Developed a Human Resources Plan, Audit Plan and Risk Management and
Fraud Plan. These initiatives were regarded as the essential component of
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ensuring rigorous internal quality control mechanisms.
Released two strategies: one was Public Housing Asset Management Strategy
and the other was Community services Facilities Management Strategy.
Encouraged private sector to invest in social housing infrastructure. Joint
venture and alliance with the private sector and with the Land Development
Agency was also pursued.
Developed the first Environmental Management Policy for an ACT
Government agency.
Developed Fraud Corruption Prevention Plan.
A Departmental Approved Procurement Unit Commenced operation.

2004-2005

Approved Internal Audit and Review Charter.
Conducted a program of reviewing the delegations of the Chief Executive’s
powers under various legislative instruments.
Disability ACT successfully concluded the first stage of disability reform and
developed Challenge 2014- A ten year vision for disability in the ACT with
the help of the community agencies.
Housing ACT continued its strong focus on sustaining tenancies. They put
greater emphasis on effective debt management and also established a new
tender process. Housing ACT continued the realignment of its housing stock
in accordance with the Public Housing Asset Management Strategy.
An Employee Handbook was developed.

2005-2006

Developed financial systems for the new parts of the Department.
Disability ACT implemented a new quality improvement system for all
Disability ACT funded agency, including the government service provider.
Complaint Management Unit of the Housing ACT started its operation.
Introduced a Vocational Employment Strategy.
Developed and implemented Discipline Procedures Manual as a practical
resource for managers.
Developed Work and Life Balance Plan.
Started to invest in public housing g through public private partnership.
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Established a new function to provide coordination of advocacy, review and
quality across the Department.
Developed a new Risk Management Framework and Risk Management
Profile
2006-2007

Human resource functions transferred to the whole-of-government Shared
Services Centre.
Prepared new strategic plan 2006-2008.
Developed Service Delivery Platform.
Prepared a new Fraud and Corruption Control Plan.

2007-2008

Involved in collaborative practice and integrated governance to enhance
service provision
A major structural change was seen in the Office for Children, Youth and
Family Services. Functional realignment of the Office for Children, Youth
and Family Services was occurred and its objective was multifaceted.
Prepared an annual program of audit and reviews.
A significant reshaping has seen in the public housing system. There was a
change in the allocation system and it significantly reduced the waiting
periods.
Housing ACT replaced their information management and database system to
improve efficient management of tenancies and Housing ACT properties.

2008-2009

Commenced a Journey of Reconciliation. Developed Reconciliation-Action
Plan.
Office for Children, Youth and Family support reviewed their professional
structure.
Developed a Recruitment and retention strategy for the next five years.
A resource kit has been developed to assist Workplace Diversity Policy.
Fraud and Corruption Prevention Plan was reviewed.

2009-2010

Developed ‘Future Directions: Towards Challenge 2014’
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Developed a business continuity framework and business continuity plans for
its critical business activities.
The Department’s Fraud and Corruption Prevention Framework was updated.

2010-2011

The Department reorganized its structure.
Second implementation plan for the ‘Future Directions: Towards Challenge
2014’ framework was released in late December.

Risk Management Framework was reviewed

Source: Developed by the Author from the Annual Reports of the DHCS

As discussed in the previous section, the NPM ideals in the Australian public sector have had a
great impact on the operation of DHCS and as a result, the DHCS implemented a wide range of
private-sector type management control tools in its operations. The fundamental shifts in strategy,
structure and operation in the Australian public sector provided a context for the DHCS for
implementing these new techniques. Evidence from the field also showed that from the very
beginning of its establishment, the DHCS was involved in formulating its own reform strategies
to solve the financial and administrative issues and concentrated on a more conscious managerial
approach similar to the private sector. The following explanations were given by one of the
senior executives (CB) of the DHCS. She commented:

In our organisation now we are the managers. In terms of governance we are
corporatised. The reflection of the managerial framework is that now public service
executives are not salaried public servants they are on contracts which have
performance agreements and as part of those there are very clear goals and
deliverables for the executives in the ACT Public Service. It is clear that we are more
like the private sector in that way.
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Similar comments were made by one of the mid-level executive (FN) of the DHCS. He
commented:
I would like to say that the changes in the public sector actually endorse a whole pile
of business mind sets or cultures. The executives now are on contracts based on
performance. According to the contracts each of the executives are needed certain
requirements to deliver. They are becoming more business orientated. We have a
corporate model. We work to a business plan and we work to a marketing plan as
well. I think we are working to a cultural plan also.

In its financial reforms, the DHCS developed a results-oriented framework which is the central
focus of financial administration of public sector resource management and accountability. In the
NPM approach, accounting and finance is the major issue to achieve the best results. Based on
his experience one of the senior executives (HI) in the Finance Division of the DHCS observed:
The control over the total resources of our Department was very hard as the
accounting and finance area wasn’t really a player. Accounting and finance was a
background issue. But after the reforms, now it’s right up there in the front. When I
first joined the Public service we wouldn’t get a financial report at all. It just tells us a
little bit about our stationery, travel and our consultancy and that’s all. So, these days
what we get is our budget and managers of line areas are responsible for managing
their resources in total. Basically the big issue of change that has occurred is
implementing the accounting and other financial management framework in the
public sector.

The above mentioned view is consistent with the results observed by Broadbent and Laughlin
(2005) that new public financial management played an important role in the UK Government’s
modernization agenda. The DHCS created and upgraded its financial management systems
according to the ACT’s Financial Management Framework. In order to respond to the approaches
of new public management the Department redirected and expanded their efforts to the new
needs and opportunities. New managerial philosophies influenced the department to change their
character to create a need for a unique set of management techniques. This situation was evident
with the interview of a senior executive (KJ) of the Department. She explained:
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The new managerial approaches came in many years ago and my understanding is it
was about bringing in a number of concepts and practices from the private sector into
the public sector and it also had an implication that if you had those skills you could
move across any sort of area. Now, we can move in any area and I don’t think I am an
administrator. I think I am a manager and I think I am a leader also.

The department linked its operational activity to the overall mission and objectives of the
organisation. The department promoted entrepreneurial management practices through
partnership with the community and private sector. The main objective of involving private
sector entities in providing public infrastructure services was to obtain value for money (DHCS,
2005). It was a fundamentally important component of their service delivery and policy
development effort which was developed in the light of the new public management philosophy.

One of the major principles of the NPM is to implement the principle of commercialisation. A
senior executive (HI) of the Department commented on this issue:
I have been in Government for a long time and I started my career in the private
sector and I believe that there are certain things in the public sector that should be
commercialised.
In the DHCS, one of the key areas is Housing ACT which is as close to a commercial or business
like agency. Housing is a public business enterprise. It means it is basically a public business
unlike other governmental agencies. One of the senior executives (SM) in this area commented:
We are a public trading enterprise and that enables us to do most things and it means
we are not directly funded from budget. We do have an allocation from the budget
and most of our income is generated through rental revenue.
Similar comments were made by a mid-level executive (HB) in this area. He described the
commercial operation of Housing as follows:
We generate our own revenues to run the business. We actually treat it like a
business. In the financial area we run on very commercial lines in terms of trying to
maximise the returns. Being very commercially minded in the debt collection area in
our revenue raising we look at doing a market review of rents every year and increase
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them. We revalue properties every year and when we go to buy properties we have a
threshold of making sure the gross return will be 5% or better. When we are buying
properties we make sure the construction fits into the portfolio to achieve these yields.

It is evident that the DHCS is an exemplar of NPM in public sector reforms. The DHCS is
involved in making strategic decisions, managing public resources and maintaining equitable
service provision. It involves accountability, transparency, and efficient and effective
administration of program delivery. These elements are considered as the part of modern
approach to public management also. It can be concluded that the introduction of new public
management ideals in the DHCS brought about changes in its philosophy, structure, process
orientation and management styles in the DHCS.

As discussed in the previous sections, the DHCS borrowed new administrative rules and
management control systems from the private sector which are now being used in the public
interest. For example, they have developed organisational structures, strategic plan,
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accounting systems, internal audit and compliance review functions, business plan, fraud and
corruption control plan, service delivery platform, performance measurement systems, risk
management framework, stakeholders’ control and evaluation systems and effective human
resource management plan. From time to time the Department organised and reorganised its
structure and was involved in changing its behaviour as well. This attitude is consistent with the
findings observed by Brignall and Modell (2000) and Fernandez and Rainey (2006) that
successful organisational change in the public sector depends on changes in organisational
structure and implementation of new values and culture within the organisation. The DHCS also
faced problems, as was evident from an interview of a senior executive (HI) of the department.
Who explained:
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We are involved in continuous reform process in the line of new public management.
We put emphasis on flexibility, innovation, efficiency and productivity. We have
adopted a number of control tools which are widely used in the private sector.
However, we have implemented these tools not in a private sector manner as our
goals, access to resource and the nature of the business are different from the private
sector.

The DHCS is not performing equivalent to the manner of production of goods and services in the
private sector. Though the functions and activities of the DHCS are fundamentally different in
some respects from private sector organisations, the DHCS has implemented private-sector style
management control tools to achieve efficiency, effectiveness and economy. Some of the control
tools were unique to DHCS and these constitute the innovations in the public sector and some of
the control tools they have come up which have been implemented on a modified basis. These
control tools changed the management style in the DHCS. The DHCS is involved in activities
which are part of government strategy of economic management and social development which is
quite different from the private sector organisations. In the DHCS, this is the main reason for
implementing the management control tools, not like in private profit making organisations. This
finding supports Alam and Nandan (2008) argument that the structures and strategies of control
in the public sector organisation have changed considerably. However, the meanings of the new
concepts were introduced in public organisations differently and at a very slow pace.

6.12 CONCLUSION
In this chapter the researched organisation, the DHCS, has been introduced. This researcher
found that the DHCS is responsible for a wide range of programs and policies which deliver
essential services to individuals, families and the whole ACT community. To meet the demands
of the economic rationality of the NPM the DHCS outlined its values and culture which guided it
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to strive for the highest standards in its work. The department is committed to building and
sustaining an organisational culture based on this new public management approach.
DHCS prepared its strategic theme in light of the reform agenda of the Federal and the ACT
public sector agencies.. These strategic themes cover the breadth of DHCS’s work, obligations
and commitments. It provides the platform for the development of business plan for each area of
the department, reflecting and informing the key policy and service delivery directions.

The department has a specific internal audit and compliance review function, which includes an
Audit and Review Committee and a Performance Audit and Review Unit. Under the direction of
this Audit and Review Committee the Performance Audit and Review team is primarily
responsible for the policy framework, coordination of risk management and annual internal audit
program. As a governmental department, it devolved its responsibility within the organisation
and put appropriate pressure on their own managers to perform (Shand, 1990a).

Evidence from the field shows that the DHCS has established their structure and performs
operation to achieve cost efficiency, budget accountability and an improved customer focus in
service delivery. The effects of these efforts also have reinforced the changes in the management
culture of the DHCS. It is evident that in promoting accountability and transparency, the DHCS
improved their systems of accountability and introduced professional management or private
sector models of management style in their organisation. These styles are often described as ‘new
managerialism’ or ‘new public management’. To promote this new public management approach,
the DHCS has implemented a number of management control tools borrowed from the private
sector. However, this research observed that the DHCS is involved in activities which are part of
the wider government strategy of economic management and social development, this is different
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from the concerns in private sector organisations. In the DHCS, this is the main reason for
implementing the management control tools, not like in private profit making organisations. The
next two finding chapters will explore how these control tools have implications on the wider
organisational settings of the DHCS.
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CHAPTER SEVEN
MANAGEMENT CONTROL SYSTEMS IN THE DHCS – THE
RESULTS AND ACTION CONTROL SYSTEM
7.1 INTRODUCTION
In the previous chapter, it was shown that from the very beginning of its establishment, the
DHCS adopted various management control tools. The impetus for adopting these control tools
was influenced by the Federal and the ACT government’s reform initiatives. New public
management philosophy and the quality of services were the important drivers in this reform
process. The previous chapter also mentioned that various corporate strategies were designed by
the DHCS to improve performance and demonstrate transparency and accountability. In the
Australian public sector financial management is carried out at several levels. For example, some
expenditure controls are mandated in the constitution, the Audit Act or the charter of the
Department of Finance to oversee funds appropriated by parliament. Other controls are internal to
individual departments. These may be organisational controls at office, division, or branch levels
or functional or account controls (Blake, 1990). Evidence from the field supports the view that to
attain the strategic objectives, the DHCS has applied a number of control devices and developed
integrated, systemic approaches to planning and service delivery. These management approaches
are used as management control systems within the organisation. In the DHCS it is evident that
these control technologies helped in developing strategies to promote and maximise the
opportunities for its clients.

The present chapter is the first of two chapters describing the management control systems at the
DHCS. This chapter focuses on the two formal control systems, the results and the action control
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system (Merchant, 1982; Groot and Merchant, 2000; Davila, 2000, 2005; Chenhall, 2003; Bisbe
and Otley, 2004; Henri, 2006b; Merchant and Van der Stede, 2012) and seeks answers to the
following research questions:
●

How has the researched organisation adopted private sector oriented results
control systems within their organisation?

●

In what ways are management control systems linked to the organisational actions
of the researched organisation?

The chapters is thus aimed at analysing how the results and action control systems, the two types
of the management control systems, are shaped and can shape organisational processes
(NØrreklit, 2000; Johanson et al. 2001; Mir and Rahaman 2003a; Widener, 2004; Ditillo, 2004;
Malmi and Brown, 2008) within the researched organisation.

Management control systems in the DHCS can be conceptualised in many ways. Chapter Four,
discussed Giddens’s structuration theory, which is used in this thesis to understand the
management control systems in the DHCS as part of its reform strategy. Therefore, the purpose
of this chapter is also to use Giddens’s theory of social systems and to explore the way in which
it is valuable for understanding management control systems in the DHCS. This theory helps
towards an understanding of the relationship between management control systems and the
actions of the employees in the DHCS. In this chapter it is argued that management control
systems in the DHCS are the outcome of NPM reform initiatives. This chapter is divided into
three sections. Section 7.2 presents the results control systems of the Department. Section 7.3
describes the action control system of the researched organisation. Section 7.4 concludes the
chapter.
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7.2

RESULTS CONTROL SYSTEM IN THE DHCS

A central element in the Australian public sector reform policy during the last 30 years is
management for results based on a private sector formula. It has created a culture of clear and
precise definition of program and organisational objectives for the Australian public sector
financial managers. Managers in the Australian public sector established results control system
within their organisation to influence the employees’ actions. The objective to implement this
control system is to inform the employees about the goals of the organisation. Evidence from the
field supported that the DHCS has benefited enormously in adopting a results oriented approach
to financial management. It also helped probity and accountability for spending taxpayers’ money
and at the same time ensured parliamentary scrutiny of the financial details of its operation.

In the first phase of implementation of a results control culture within the department the DHCS
adopted strategic planning process. In this stage the central of the reform process was inclusion of
specific objectives and indicators and the forecasts of budgetary expenditures and incomes.
Evidence from the field indicated that the first commitment of the department consisted of
budgeting improvements. Internal DHCS document also support that:
Managers prime responsibilities include the delivery of outputs within agreed costs,
i.e. budgets. Consequently, all of their financial powers are limited to those budgets.
Managers are responsible for costing their outputs (or contribution to outputs) and
therefore for developing budgets for those outputs. Following appropriation, the
agreed prices for outputs translate into internal budgeted costs, for which managers
are responsible. During the year, managers need to monitor performance and account
for results (DHCS, not dated).
Planning and Budgeting is considered as one of the prime results control system of the
department in this regard. The next subsection discusses this system.
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7. 2.1 Planning and Budgeting
Planning and budgeting systems is one of the most important core elements of financial results
control systems of an organisation (Chenhall and Euske, 2007; Malmi and Brown, 2008; Mundy,
2010, Frezatti et al. 2011; Merchant and Van der Stede, 2012). In an organisation it is used for a
number of control-related purposes such as the setting of performance targets and standards for
evaluating performance (Nilsson and Olve, 2001; Jones and McCaffery, 2005; Sandelin, 2008;
Elbashir et al. 2011). It is evident that in its first year of operation, the DHCS developed its First
Strategic Plan for 2003 to 2005. It identified the department’s strategic themes for the next three
years. It involved making decisions about the organisation’s long term goals and strategies.

Strategic process describes the managerial activity inherent in shaping expectations and goals and
facilitating the work of the organisation in achieving these goals (Dent, 1990; Simons, 1990). In
preparing their strategic plan the DHCS follows the ACT Government’s Performance and
Accountability Framework which is different from private sector. Strategic planning requires
identification of priority actions and achievements that will contribute to the longer-term goals of
Government (ACT Government, 2011). Management control systems work in order to translate
strategies into action (Riccaboni and Leone, 2010). This is evident in the DHCS also. The 20022003 Summary of the Annual Report of the DHCS suggests that strategic planning occurred with
consideration of the vision, mission, values, and principles of the department. Senior executives
and specialised planning unit developed goals, plans and actions for the department.

In its strategic plan the department brought together a number of related functions that previously
operated in the separate portfolios of health, education and urban services. The department also
took a lead role in several whole of government projects. In doing these important tasks the
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department developed its strategic plan in the context of ACT government’s vision. The ACT
government’s vision is to try shaping Canberra’s future as a community which includes all
Canberrans as prosperous, progressive, skilled and creative. In the light of the government’s
vision, the department has set their mission, objectives and responsibilities which included
responsive programs and efficient and effective delivery of disability, housing and community
services for people within the community. In its First Strategic Plan 2003-2005 the department
mentioned its responsibilities as:
We will work together to continue to build a department that is fully integrated and a
workforce that values the opportunity to work together. We will focus our efforts on
being a place where people want to work and there is a record of achievement. Our
service will be respected and valued by our clients (DHCS, 2003).
The department evaluated their first strategic plan and identified specific policy imperatives such
as the Affordable Housing Taskforce, the ACT Homelessness Strategy, and the implementation
of the responses to Inquiry into Disability Services. As a result of the evaluation in 2006 the
department developed its Second Strategic Plan 2006-2008. Investigations of this plan revealed
that there were several strategic priorities including functional and administrative changes of the
department. The reason behind this was that the department was not able to cope with the
emerging needs. As a result the department started to implement various private sector tools. This
strategies was the major guideline for the department’s structure and responsibilities and
described the ways of achieving its objectives. It was evident that at this stage the DHCS
introduced private sector strategic management as part of their reform. This reform brought a
challenge to the signification structure of the DHCS and required to implement new interpretive
schemes (Giddens, 1979; 1984).
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In this thesis it has been observed that the DHCS has implemented management control tools
prompted by various public sector reforms initiatives linked to new public management.
Structuration theory is used in this thesis to understand how these control tools are implicated in
the wider organisational context of the researched organisation. The new signification structure is
the value for money and the new interpretive scheme is the results control system which mediates
between the signification structure and social interaction in the form of communication between
managers and employees (Macintosh and Quattrone, 2010).

A review of organisational documentation supports the same view. According to the strategic
plan each area of the department develops their business plan. It is a formal process and these
Business Plans identify the specific procedures and processes required at all levels of the units
(DHCS, 2006 h). For instance, one of the senior executives (HM) of the department recalled his
experience:
Our strategic and operational plans, both are prepared on a continual basis.
Throughout the year we have different areas in the department use slightly different
processes, but we all bring it together. We have a monthly senior executives meeting
and a monthly Board of Management meeting. All of which can have strategic issues
to raise but two or three times a year we do strategic planning sessions where we sit
down and have a facilitated planning session. We look at the issues that are arising
and other issues we will look at how we can improve that or what we need to do to
look at the issues coming forward. So that’s done quite formally.
Another senior executive (FL) of the department reiterated this point:
There is a process of business planning which comes within our policy framework.
We have a service delivery platform and a departmental policy program where it
gives valuations and our executive meetings which steps up to the Board of
Management which is a monthly senior managers meeting in which policy areas are
discussed as well as financial and human resource areas. There is a monthly executive
meeting which watches all of the department and highlights significant areas and any
areas of compliance that are needed to be addressed or needed to be tightened up.
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The view was similarly expressed in the words of another senior executive (KJ):
There is a whole heap of different ways in which each month we have to report on all
our project work to our executives. I am part of that executive and everyone has to do
that. We have regular meetings and supervision sessions between managers’ at all
different levels and we have to report on our work. Everyone has a work plan about
what is their duty for the coming year. Every area is meant to have a work plan which
looks at what they are meant to do and report back on that.

It is evident that the department uses the bottom–up approach in preparing these business plans.
In the context of public policy plans are informed by community expectations. These community
expectations are an innovation in the public sector and which is different from private sector.
Business unit managers receive goals and plans from the staff members. Business units planning
activities are limited to specific procedures and budgets for the units. Analysis of the Business
Plan revealed that each business unit analyses the previous key achievements and outlines the
milestones for the following year (DHCS, 2007 h). To achieve the goals of the organisation in its
Business Plan, each unit identifies the stakeholders, channels and delivery mechanisms, message
to be conveyed, timing, and responsibility. Responsibilities are divided into three categories:
preparation, delivery and feedback which is also absent in the private sector. Business Plans also
provide a range of performance indicators, for example, hours of service or the number of clients
to aid in the control of these responsibilities (DHCS, 2006 i). According to this Business Plan,
each individual staff is required to prepare an individual work plan (see example of an individual
work plan in Appendix III). It is apparent that this private sector control tool is designed in line
with NPM initiatives. Some of the tools they used directly from the private sector, some of the
tools they modified, and some of them unique to the department which are innovations in the
public sector. These control mechanisms in the DHCS have played a major role in the change
culture of the DHCS. Interviews and examination of the organisational documents supports that it
has both communicative and constructive roles in the business of the department (DHCS, 2006i).
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To implement successful management approaches, the department has created a culture of
effective consultation and employee participation in decisions. For example, people throughout
the organisation are given an opportunity to take part in the planning process. This is not present
in the private sector. One of the junior staff of the department (MDF) pointed out:
In our business planning we consider current economic, social and environmental
conditions and future requirements and challenges. Community needs and aspirations are
important in this regard. People at the bottom level are very close to the clients and well
informed about their needs. That’s why all the staff take part in the planning process. It
focuses effort and attention, co-ordinate and prioritise action and identify clear points of
accountability.

In the DHCS, it is evident that this participatory process helps to improve communication
through mutual exchange of ideas and experiences which are also not present in the private
sector.

Another integral part of the planning process in the DHCS is the budgeting process Budgets
come second, next to planning, at the top of the list of public sector manager’s concern ( see
Corbett, 1996). In an organisation, the budgeting system is a combination of information flows
and administrative processes and procedures which is an integral part of short-range planning and
control systems (Merchant and Van der Stede, 2012). Alam (2005) also argued that budget is a
short-term plan that translates goals and strategies of an organisation into action and includes a
coordinated set of detailed operating schedules and financial statements. He further argued that
there is a close relationship between budgets and other planning activities, especially strategic
and long-term planning within the organisation. The budgeting process in the DHCS is concerned
with how budgets are actually formulated and implemented within the department. In the DHCS
budget acts as a modality of the structure. This modality is the means by which structures are
translated into actions (Giddens, 1984). The DHCS case supports Graham’s (2007) argument that
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budgeting is an important management tool not just for assigning scare resources but for purposes
of planning, setting direction, and internal control and accountability as well. In this sense
budgeting in the DHCS is considered a social phenomenon and according to Giddens (1979,
1984) it is neither the product of structure nor agency alone, but of both.

Corbett (1996) observed that as well as being indispensable for planning and for accountability,
government budgets are crucial for management and control within the public sector. In the
DHCS, emphasis is placed on budgeting to ensure targets are met through the controlling of costs
and revenue at all levels of business. However, controlling costs in the public sector is not same
as the private sector. The DHCS has adopted program budgeting, under which planned
expenditure is allocated to particular programs. It is an innovation in the public sector which is
not present in the private sector. This program budgeting is the product of Financial Management
Improvement Program of the public sector reforms initiatives in Australia. In the DHCS, the
objectives of the programs are stated in the Budget Paper. In the Budget Paper the department
sets the priorities. These are the strategic and operational issues that is to be persued during the
year. In the Budget Paper The Department also mentions business and corporate strategies,
output classes, strategic indicators, accountability indicators and statistical measures (DHCS,
2006- 2007 c, 2007- 2008 c). These elements formed the new structure of signification and
showed how purpose and meaning are attributed to everyday activity in the DHCS.

In the DHCS, the role played by actors and their interaction with the structure and social process
have been identified. In this thesis it has been observed that the DHCS has implemented
management control tools prompted by various public sector reforms initiatives linked to new
public management. Structuration theory is used in this thesis to understand how these control
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tools are implicated in the wider organisational context of the researched organisation. According
to Giddens (1984), production or reproduction in social practices (or organisational practices)
across time and space is the outcome of interaction between social structures and agents’ actions.
In this sense budgeting in the DHCS is considered as a social practice which provides a dominant
meaning system for action and interaction at the DHCS.

At present, the DHCS is using incremental budgeting system based on adjustments to items in the
previous year’s budget along with the additions and subtractions arising from program or funding
changes. It has been observed that as lack of qualified person they don’t use zero-based
budgeting system. Interviews with a participant (MDF) revealed that the nature of the work of the
DHCS does not change significantly from year to year, so incremental budgeting is appropriate
for them. However, they may use zero-based budgeting from time to time as a diagnostic tool to
understand why an area may not be achieving its budget as expected, or when a new function is
transferred to the department. For instance, one junior staff (MDF) of the department expressed
his experience:
Traditionally we have prepared a zero based-budget but over the past couple of years
with the amount of savings happening it’s shifted very much from an incremental
budget and probably some kind of hype between these two. The zero based is what
we need to look at the services and then allocate it within the budget.

The department spends months in consultation with interest groups, departmental employees,
parliamentarians and the public in order to come up with the best possible budget measures. This
practice is not present in the private sector. Interviews with the participants indicated that though
this process is time-consuming and expensive, the department is happy to do so to achieve a best
possible budget measures. As part of the annual budget process, each area’s managers are
responsible for providing cost estimates. The final result is the operating budgets for each
230

manager’s area of responsibility. The department prepares its budgets on a month by month
phasing for the coming financial year. In the Budget Paper it has also been observed that the
department estimates a percentage of variance. They review their budget according to these
estimates. It can be compared with ‘shifting of goal post’ which is not present in the private
sector.

The DHCS’s budget paper includes annual estimates for the three forward years (DHCS, 20062007c, 2007-2008c). The budget reflects each area’s proposed outputs and their work program
for the first year and an outline for the following two-year period. This practice is different from
the private sector and forward estimates are not present in the private sector. These forward
estimates are major components of financial administration reform in the Australian public
sector. Interviews and DHCS internal documents indicated that NPM reforms encouraged the
Department to develop clear and mutually compatible objectives. The different divisions of the
Department translate these objectives into their operational targets.

As part of the department’s annual budget formulation process, managers of each business unit
prepares details of their proposed work program, which includes overall government strategy,
integration with other manager’s work programs, resources required to achieve the work program
and the Chief Executive’s consideration. Therefore, the primary budgets are prepared at business
unit level. Finally, all of the units estimate are incorporated and reviewed in line with the overall
corporate goals and plans. It is the corporate budget and the preparation of this budget is
controlled by the Director of Finance and Budget. Approval of the budget rests with the Chief
Executive and the government. One of the senior managers (MS) in the Finance Division of the
department commented on the budgeting process of the department:
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In the department the financial measurement is the budget and to that extent we check
the budget. I am responsible for making sure that the organisation does just that. But
obviously the business units have their own budgets and part of my responsibility is
to help them to achieve that. From the overall department perspective in larger
business units, Finance Managers see their role accountability and financial targets
within their business unit budget. I have to see both and I have to monitor what the
issues are and then I also have to make sure that the department’s accountability in
Government is met. Our Finance Team’s role in terms of those targets is coordinating
them.

Budgeting became integral to the signification system (Giddens, 1979, 1984) for the DHCS’s
managers. In the DHCS, the managers are accountable to achieve the budget target absolutely.
Budget formulation and implementation process in the DHCS is presented in Figure 7.1.
Organisational documents suggest that for a new initiative, the Department prepares initiative
concept briefs and submits it to the treasury. Then it goes to the priority review process of budget
cabinet. After that, all the agencies initiatives are short listed into business cases and submitted to
the Treasury for review. Then Budget Cabinet approves appropriation. After that a public hearing
on the budget is held. Finally, Assembly debates are held before approving the budget bill. After
governmental approval, the Financial Controller of the department advises each unit manager of
the Unit’s budget allocation and also outlines associated output delivery obligations. If the budget
is less than the known cost of the delivery of outputs for an area, the relevant manager provides
the Chief Executive with details of the extent and impact of the problem, together with options of
how to overcome the problem and the manager’s recommendations. This mode of budget
formulation and implementation in the DHCS is different from the private sector

Budgeting in the DHCS is therefore designed as a total system of organisational control.
Budgeting became integral to the signification systems (Giddens, 1979; 1984) and managers in
the department make sense of what each other said and did by drawing on the language of
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accounting. Managers of each unit provide monthly advice to the Chief Executive about any and
all material variances between budgeted and actual revenues and expenses, together with details
of action being taken to correct the problem.

Evidence from the field observation revealed that the department makes variance analysis which
is a part of monthly reporting to the Board of Management. However, in the department there is
no practice of inter business unit transfer pricing or corporate cost allocation. Managers of each
unit are responsible for containing their net costs within each budget such as operating budget,
capital budget, and budgets for individual types of expenses on behalf of the ACT government.

In the DHCS it is evident that budget formulation and implementation process is a bottom-up
approach. It has been mentioned earlier that though the process is time consuming and expensive
the department is happy to do so. As the department believes that:
The ACT government has given the responsibility to provide, or fund, a wide range of
human services to the Canberra community. This responsibility matches the ACT
government’s commitment to supporting and encouraging people to participate in all
aspects of life in the Territory (DHCS, 2007a).

In the public sector, there has been a long tradition of public organisations providing utilities and
services to the community which has been seen as the forming fabric of society. In this thesis it
has been observed that the DHCS has implemented management control tools prompted by
various public sector reforms initiatives linked to new public management. Structuration theory is
used in this thesis to understand how these control tools are implicated in the wider
organisational context of the researched organisation.
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Figure: 7.1 Budget formulation and implementation process in the DHCS
Business Unit Managers inform Chief Executive
about the problems in implementing Budget

Financial Controller of the Department advises each
unit managers of his/her Budget

Assembly debates and approves Budget Bill

Public Hearing on Budget

Budget Cabinet approves appropriations

Short listed into Business Cases and submitted to the
Treasurer’s Office and Treasury for review

Priority Review Process of Budget Cabinet

Consultation with interest groups for
best possible budget measures

Initiative concept briefs developed
and submitted to treasury

Source: Developed by the author
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The actions of the DHCS were overturning this prevailing signification dimension (Giddens,
1979, 1984) and replacing a new accounting and finance signification. In the DHCS accounting
policies, systems and reporting plays a vital role in implementing the results control system
within the department. It is discussed next.

7.2.2 Accounting Policies, Systems and Reporting
The DHCS follows the ACT Accounting Manual for transactions recording and reporting
purposes. The department’s accounting policies are mentioned in this manual. The Chief
Executive of the department is responsible for the application of these policies. All accounting
policies require the Chief Executive’s sign-off. The Financial Controller of the department also
develops accounting policies for internal and external financial reporting. If there are any changes
in the accounting policies, the Financial Controller consults the Auditor General’s Office.

The basis of accounting in the DHCS is The Financial Management Act 1996. It requires the
preparation of financial statements for the department. The Financial Management Act and The
Financial Management Guidelines issued under the Act requires a department’s financial report
to include: an Operating Statement for the year, a Balance Sheet at the end of the year, a
Statement of Changes in Equity for the year, a Cash Flow Statement for the year, a Statement of
Appropriation for the year, an Operating Statement for each class of output for the year, a
summary of the significant accounting policies adopted for the year and such other statements as
are necessary to fairly reflect the financial operations of the department during the year and its
financial position at the end of the year.
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Cohen et al. (2007) argued that NPM is associated with the introduction of new financial
management systems, such as accrual accounting and management accounting techniques. In the
line of the NPM, the Australian public sector has moved from cash-based accounting to accrual
accounting. Accrual accounting provides the benefits of improved accountability and improved
resource management (Ranby, 1997; Funnell and Cooper, 1998; Christensen and Rommel, 2008).
Barton (2004) argued that government accounting system must be adapted to their unique
operating environments if their financial statements are to faithfully represent their financial
results. In the public sector the new signification structure comprises new methods, policies and
concepts of accounting which are drawn upon to make sense of organisational activities. It is
evident in the DHCS also. Accounting became integral to the signification system which is the
rules or aspects of rules (Giddens, 1979) for the DHCS’s managers. This attitude is consistent
with the findings illustrated by Alam and Lawrence (1994) that accounting technologies are an
integral part of the change process.

Accrual accounting is evident as an important element in the interpretive scheme of the DHCS.
To meet the demands of the economic rationality of the new public management the DHCS
follows accrual accounting system and prepares accrual financial reports, which recognises the
effects of transactions as events when they occur. One of the junior staff of the department (DL)
commented:
I am doing accounting functions including the processing side of it. We are
accountable with disclosure and all that sort of thing. We are using accrual accounting
systems and preparing financial statements and reports like balance sheets and cash
flow statements and profit and loss statements.

Discussion during interviews with the department’s staff indicated that accounting is the new
language to them. Executives of the department use accrual accounting as interpretive scheme to
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make sense of the operations of the business. One of the junior executives (KS) of the department
described the changes from cash basis to accrual accounting. It was the representative views of
the department which was expressed by the senior executives of the department also. The
interviewee (KS) offered the following comment:
The ACT Government went from a cash basis accounting to accrual accounting and
there are obviously benefits for some things and also more transparent type of
situation because when accounting on a cash basis nothing happens for ten months of
the year and towards May and June when you still have money left you try to spend it
but with accrual accounting it is not as important in some sense because you don’t
have to actually spend the money. You actually treat it as you incur the expense as
you pay it maybe if it’s one month or two months later it doesn’t matter because it is
not a cash flow decision.

This attitude is quite opposite with findings from the Italian local governments observed by
Anessi-Pessina and Stecolini (2007) and from the UK health sector observed by Elwood (2009).
The DHCS case strongly supports the arguments of Christensen and Rommel (2008) and
Christensen and Parker (2010) that accrual accounting does have some efficiency benefits. From
the very beginning of its establishment, the DHCS adopted accrual accounting and never used
cash basis accounting. As a new Department the DHCS staff did not struggle to adopt accrual
accounting. It is one of the reasons for their success also. All of these accounting changes in the
public sector are underpinned by a managerialist philosophy borrowed from the private sector
(Parker and Guthrie, 1990; Guthrie 1994; Brown et al. 2003). This accounting system of the
DHCS has created a new structure of signification and attributed to everyday activity at the
DHCS (Giddens, 1979; 1984).

The accounting system of the DHCS is also intertwined with the domination structure. According
to Giddens (1979; 1984) domination involves authorisation and allocation. In the DHCS, it is
evident that accounting and finance is the major driver in achieving best results. Interview with
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the participants in the DHCS revealed that the control over the total resources of the department
was very hard as the accounting and finance was not really a player in the past. Accounting and
finance was a background issue but now, it is in the front line. In the DHCS, new emphasis on
accounting is evident. It is the core image of casting light into shades that allows other to see as
illustrated by Roberts (2009). This is also a new structure of meaning for interaction. It involves
operation of power or domination. This was evident at the interview with one of the senior
executives (HI) of the department:
I think the major change that have occurred is we introduced accrual accounting
within the early nineties in the ACT government and in a sense that for a large portion
of the public service that was for the first time the private sector accounting model
and systems were put in place. So, now we have accrual basis of accounting instead
of cash basis accounting which has successfully implemented in our department.

Evidence from the field supported that the department has established a responsibility system
about the financial reporting. Interview with the participants indicated that if there is any
irresponsible act it is considered as fraud which is a crime under the Public Sector Management
Act 1994. The financial reporting system entails each area of the department preparing monthly
financial reports. It is the Financial Controller’s responsibility to ensure that each manager is
provided with the financial information necessary to produce his or her monthly reports. DHCS
documents indicate that within the last week of each month the finance managers of each area
ensure that outstanding orders, debtors and creditors are reviewed and appropriate provisions are
made or write off actions are taken. On the last working day of each month, each finance
manager advises the Strategic and Organisational Finance Team about prepaid expenses, accrued
expenses, accrued revenues, deferred revenues, depreciation expense, provision or any other
accruals. These items are included in the area’s month-end financial reports. After that, each
manager provides a report on financial results to the Chief Executive. It includes explanations of
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material variances and actions taken to correct any adverse results or trends. To establish results
control system the department issues annual report reviews on its financial records, this is
discussed next.

7.2.3 Annual Report Review
Annual reports are considered as a method of informing an agency’s stakeholders. In the
Australian public sector annual reporting laws compelling more and more agencies to report and
it is also observed that an increasing attention has given to purpose and style in the presentation
of reports (Corbett, 1996; Hoque and Moll, 2001; Carlin and Guthrie, 2001; Guthrie et al. 2003;
Carnegie and West, 2005; Kloot and Martin, 2007; Farneti and Guthrie, 2009). Annual report
reviews in the public sector differ from the private sector. In the private sector, the annual report
review is done at the shareholder’s annual general meeting, but in the public sector this review is
open to public scrutiny. The DHCS is not an exception in this regard. Every year after the
publication of the annual report of the department, the Standing Committee on Community
Services and Social Equity in the Legislative Assembly schedules annual report review hearings
for the Department. It is one of the alternatives of market-based management control systems
evaluation that take place in the private sector. It is the formal accountability system that the
department uses to inform the public about the management performance as a government agency
in the implementation of government policy. This system helps the department in serving and
contributing good governance. In these hearings the Standing Committee seeks evidence by
asking the relevant government ministers and departmental officers to explain the issues and
activities related to the Output Classes in the annual report. From the illustration in Figure 7.2 it
is evident that these review hearing is quite different from the private sector.
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Figure: 7.2

Annual Report Review Process in the DHCS

Standing Committee of the Legislative Assembly advises
the Department where information are needed

Departmental Accountability Officer requests the managers
of the areas to prepare information briefs for the hearing

The Strategic Policy and Organisational Governance of the
Department provide a time frame to the line areas

Line areas response to Strategic Policy and Organisational
Governance Section on brief topics

Briefs are sent to the related executive directors

Executive directors clear the briefs and sent it back to the
Strategic Policy and Organisational Governance Section

Briefs sent to the Chief Executive. Chief Executive gives
instruction who are required to attend the hearing

Briefs are compiled and sent to the Ministers

Ministers and departmental officers explain the issues and
activities related to the output classes of the Annual Report
Source: Developed by the author from the DHCS Chief Executive’s Financial Instruction
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One of the senior executives (HI) of the department mentioned that in a recent hearing the major
issue was the multicultural festival. The members of the opposition pointed out poor management
of the festival. The department informed the committee that the budget allocated for the event
was not enough.

The researcher found from field work observation that there is an Organisational Accountability
Officer in the department who requests the managers of the appropriate line areas to prepare
information briefs for the hearings. The departmental officers take necessary steps to ensure that
information requested for the hearings is accurate and up to date. The Strategic Policy and
Organisational Governance Section of the Department provide a timeframe to the departmental
staff for the preparation of the hearings. The Annual Report Review Hearing process of the
Department is presented in Figure 7.2.

The Chief Executive gives instructions to departmental officers who are required to attend the
hearings. As there might be difficult and complex questions from the Standing Committee
Members, the most senior officers in each line attend the review hearings.

In addition to the annual report review the department has implemented Financial Delegation
System in line with NPM ideals which ensure that adequate controls emphasising outcomes and
results are in place. This is discussed in the next subsection.

7.2.4 Financial Delegation
Financial delegation is an integral part in the new accounting based signification structure at the
DHCS (Giddens, 1979; 1984). To achieve the best result, the DHCS has established financial
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delegation within the department which is different from the private sector. According to the
Financial Management Act 1996 of the ACT the Chief Executive of the department is
responsible for the efficient and effective financial management. DHCS documents revealed that
to achieve cost efficiency and better result, the Chief Executive issued financial instructions to its
staff and managers of the department. The objective of this instruction is to establish an
appropriate internal control and accountability framework within the department and to ensure
financial results at the end of each year which is in accordance with the department’s plan and the
government’s budget. Financial delegation of the department is also intertwined with domination
structures (Giddens, 1979; 1984). In the DHCS, it is evident that operational managers are
accountable to the executives for their spending. This enables the executives to exercise power
over the operating units and viewed as the medium for the domination of operating managers
(Giddens, 1979; 1984). During an interview, one of the mid-level executives (MS) in the Finance
Division illustrated this point:
We have proper financial procedures and guidelines. We have financial delegations.
These delegations are based on positions so it doesn’t matter what your level is within
the organisation. Financial delegation comes from the Chief Executive. So, we
manage the whole process that has to be approved by the Chief Executive before it
becomes valid. Every year when audit comes around some of the things to look at are
the people on the right delegation or not.

The ACT Government Financial Management Act 1996 allows the Chief Executive to give
authority to managers to incur costs. To establish a results control system, this cost is limited by
the budget delegated to each manager. This limit is a reflection of macro resource control of
Financial Management Reform Program in the Australian public sector. Interviews with
participants in the research indicated that for the efficient and effective financial management of
the department, this delegation is necessary. Delegations are directed at positions rather than at
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individuals. The following representative comment made by a senior executive (WM) of the
department supported this view:
Financial delegation is part of our accountability framework and that delegation is
authorised through legislation where decisions have to be made by people who are
capable of making those decisions. We work under our budget and we have a list of
delegation under the Financial Management Act.

Organisation documents also suggest that no manager is permitted to approve her or his own
personal expenses, or any expenses in which the manager has a conflict of interest. The
department uses this control mechanism to control the actions of the employees (Neely et al.
2005; Malmi and Brown, 2008). The Strategic and Organisational Finance Team of the
department needs to be advised on any individual purchases equal or over $50,000. The
department follows the ACT Governments Procurement Guideline for purchasing and
contracting. It ensures that best value for money is obtained. Only designated managers may
approve expenses and relevant managers may instruct the purchasing staff in completing the
purchasing functions. It is a requirement that managers must advise the Financial Controller of all
significant contracts, and related cash requirements, to assist with cash forecasting and funding
which is equal or greater than $50,000.

Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. In the DHCS, the financial delegation is viewed as an
authoritative resource in the hand of the senior executives and to exercise power which facilitates
the transformative capacity of action. A review of DHCS documents support this researcher’s
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finding that to exercise authoritative power, the department has implemented a number of control
mechanisms on financial delegations which are discussed in the next sub sections.

7.2.4.1 Control of Payment of Accounts
For the payment of accounts, the DHCS follows the ACT Accounting Policy Manual. The
Department pays its accounts according to the contractual arrangements and if no contractual
arrangements are specified department follows ACT Government standard payment terms. It is
quite different from the private sector as public sector deals with public money. The department
generally pays within 30 days from acceptance of goods or services and the receipt of a correctly
rendered invoice. Payment of all invoices received in a given month must be made by the 25th of
the following month otherwise the department is bound to pay interest on those amounts.

The department uses different alternatives for its payments. The mode of payments made by
cheque, utilising credits on suppliers’ account, by credit card and direct credit by electronic fund
transfer. For the credit card statement finance managers are responsible for the reconciliations. If
there is any mis-reconciliation it is the relevant managers responsibility to ensure that the
payments are recorded on the relevant accounting system. The department encourages its
managers to avail suppliers discount for earlier payments also. In addition to payment to
suppliers the Department has a policy on management of accounts receivable system. This is
discussed next.

7.2.4.2 Control and Management of Accounts Receivable System
In order to manage the net costs within budget and to optimise net cashflows and working capital
management, the Chief Executive is responsible for ensuring all monies due to the department are
244

received in a timely manner. It is also the Chief Executive’s responsibility to ensure that
incidence of bad debts is avoided or minimised. It was one of the major issues related with the
financial management reforms in the Australian public sector. The department has developed
their Accounts Receivable management system like the private sector. The Strategic and
Organisational Finance Team developed appropriate accounting systems and records which
provides a complete and accurate audit trail of the activities of each debtor account. Review of
DHCS documents attest to the observation that it is the department’s Financial Controller’s
responsibility to ensure that adequate controls are in place to prevent the recording of receipts,
which are not based on actual payments by debtors.

To establish this control mechanism, the DHCS has also established segregation of duties like
private sector, which includes: system access to creation and deletion of debtor accounts,
receipting of moneys, recording/ posting of amounts received and functions of the manager
responsible for the bank account, including bank account reconciliations. The financial systems
administrator is responsible for ensuring that adequate controls are in place within systems and
procedures to enable the prevention of duplicate receipts, overdue accounts, and crediting of
receipts to the wrong debtor account.

The DHCS has established a policy for recovery and management of debtors. It is a preventive
type of management control system. Managers of the relevant areas are responsible for ensuring
the appropriate procedures are in place for pursuing, monitoring, control and collection of debtors
accounts. Organisation documents suggest that the department has set a time frame and
performance target for collection of debtors. DHCS documents suggest that every two months,
managers report to their immediate supervisor about the collection of debtors. They follow the
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same practice with if the debtor is another public sector organisation. The collection report
includes an explanation of any variance under and over against performance targets and details of
correction action. If the accounts are not paid within 30 days staff undertakes appropriate
recovery procedure. If an account is overdue for 90 days the matter is referred to the Financial
Controller. The Financial Controller takes necessary initiatives which may be the sale of the debt
to a debt collection agency, or refer it to the ACT Government Solicitor. At the final stage the
Financial Controller can write off the debt. However, this action needs to be reported to the Chief
Executive each six months. Another component of financial delegation is banking and cash
management. This is discussed next.

7.2.4.3 Control of Banking and Cash management
In the public sector, payments are frequently not made on time and revenue is often collected late
(Shand, 1995; Vickland and Nieuwenhuijs, 2005; Annessi-Pessina and Steccolini, 2007; Ter
Bogt, 2008). To overcome this problem and to achieve desired results the DHCS has established
an effective banking and cash management system. The department’s banking and cash
management system is presented in Figure 7.3. Field study data revealed that the staff of the
department might deal with four different types of money. These are: The department’s own cash
which are related with the production and supply of outputs, cash collected on behalf of other
agencies. This is what is different from, the private sector. The government’s cash which are
related with the expenses incurred and revenues collected on behalf of the Territory and private
monies which the Department hold as a trustee. Only the Chief Executive has the power to open a
bank account for public or trust moneys to be managed by the department. The Chief Executive
also authorises the signatories for the account and select the managers are responsible for
maintaining the accounts. It is the bank account signatories’ responsibility to ensure that adequate
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controls are in place and only authorised payments are presented to them for sign-off. Managers
who are responsible for maintaining bank accounts prepare bank reconciliation statements at least
once in a month. It is the Financial Controller’s duty to manage the department’s cash level to
achieve the best possible net return on the department’s cash resources.

Figure: 7.3

Control of Banking and Cash Management in the DHCS
Chief Executive trust moneys to be managed by the
department

Authorize signatories
for the account

Select managers
responsible for
maintaining accounts

Authorize person for
receiving public
money

Signatories ensures
adequate control in
place

Managers are
responsible for
accounts

Authorized person
ensures proper control
and fund management

Financial controller manages department’s cash
level to achieve the best possible net return on
the department’s cash resource.
Source: Developed by the author from the DHCS Chief Executive’s Financial Instruction
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The department controls electronic fund transfers (EFT) in the same way like manual
transactions. The department established appropriate control systems and manual links between
the bank’s system and Department’s accounting system.

The Chief Executive appoints and authorises person for receiving public moneys. It ensures
proper control and management of funds. The Financial Controller has the power to authorise
new methods and changes to existing methods of receipting. It requires automated posting of
deposits into the department’s bank account. However, before adopting those methods, qualified
accountant and auditor tests and reviews them. It is the relevant area managers’ duty to ensure
adequate security of all public money under their care and custody they have also to ensure that
controls are in place.

To maintain proper financial delegation, the department has established an effective control
mechanism on its internal expenses also. One of them is official hospitality. That is discussed
next.

7.2.4.4 Control of Official Hospitality
The department has implemented a strict control mechanism on official hospitality. Official
Hospitality means expenditure for entertainment, meals, liquid refreshments, flowers and small
gifts provided to non ACT government officers (DHCS, 2007 g). Field study data revealed that
the department has issued a corporate governance policy on official hospitality which is different
from the private sector. According to this policy official hospitality must obtain approval of the
Chief Executive prior to the event. It is a new signification dimension (Giddens, 1979, 1984) in
the public sector. As a general principle, public money should not be used to provide hospitality
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for ACT government officials. However, the Chief Executive may establish an official hospitality
fund if it is essential for the efficient conduct of public business. The types of activities which
meet the definition of official hospitality and for which approval for expenditure may be sought
are: refreshments provided during or at the completion of interstate meetings, provision of meals
or refreshments for visiting international or industry officials, working meals with non ACT
government officers, official functions such as dinners, lunches and official receptions provided
to visiting overseas dignitaries, a gift to a person (other than non ACT government officer) as an
appropriate gesture of appreciation for the performance of a non-remunerated service or to a
visiting international dignitary (DHCS, 2007 g).

7.2.4.5 Control of Corporate Credit Cards
Using credit cards in government purchasing and in the payment of government accounts was a
major discussion in Australia. It reduces the cost of paper processing and provides an excellent
audit trail in the case of any possible errors, or fraud or abuse (Shand, 1995; Goyal, 2008;
Telyukova and Wright, 2008; Bertaut et al. 2009; Massoud and Scholnick, 2011). However, they
may tempt to some people to misuse them. If it is properly dealt within the organisation it can be
an effective control mechanism.

The DHCS issues corporate credit cards where there is a demonstrated need to process frequent
low value purchases. The term ‘low value’ means transactions that are less than $2,000 (inclusive
of GST). These transactions include travel and accommodation, training courses and procurement
of minor supplies or office requisites (DHCS, 2007 f). Card uses reduce the administrative costs
and time involved in processing and paying accounts by cheque or direct credit. The Strategic
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and Organisational Finance Team of the DHCS issues corporate credit cards and it requires
approval by the Chief Executive.

All of these financial delegations discussed are related with the notion of ‘value for money’ or
directly related to results in the public sector. Evidence from the field showed that some of the
delegations were adopted from the private sector; some of them were used on a modified basis;
and some of them are unique to the department. Boisclair (1984) stipulated that in the public
sector officials are responsible for the expenditure of public funds, thus they must not only act
within the relevant legal and ethical limits but must also strive to ensure that their decisions result
in economical, efficient and effective public services. A vital element of public sector reform in
Australia is ‘managing for results’. To achieve the best result, internal audit in the public sector is
useful. It can contribute to the changes in organisational culture and put emphasis on results and
purposes of activities (Shand, 1990b; Panozzo, 2000; Caccia and Steccoli, 2006; Ackroyd et al.
2007; Diefenbach , 2009; Azzone and Plermo, 2011). To achieve the best result the DHCS has
implemented internal audit as a management control system which is discussed next.

7.2.5 Internal audit
According to Section 9 of The ACT Public Sector Management Act 1994, all public employees
are required to exercise reasonable care and skill in performing their duties. It is expected that the
public employees will act impartially and with probity and will avoid waste and extravagance in
the use of Territory property. Section 31 of The ACT Financial Management Act 1996 outlined
the responsibilities of the Chief Executive Officer of a governmental agency. The Chief
Executive is responsible for effective and efficient financial management of the Department. It
requires that all departmental operations are performed in accordance with requirements of the
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Legislative Assembly, proper accounts and records are maintained and adequate controls are
established over assets and liabilities of the department. To perform these functions efficiently
departmental practice, procedures, and controls must be systematically reviewed. Internal audit is
an important tool in this effective review process (DHCS, 2004). Corbett (1996) defined internal
audit as an essential management control mechanism that draw attention to deficiencies,
irregularities and inefficiencies. Internal audit of the DHCS includes verifying transactions with
pre- or post expenditure and conducting regular audits of functions on behalf of senior
management.

The department has adopted the Internal Audit and Review Charter which was developed by the
Chief Minister’s Department. According to this Charter, the department has established an
independent Internal Audit and Review Unit, who provides service to management to meet all
prescribed statutory responsibilities within a performance improvement environment. Field
observations in this research show that the implementation of a methodological audit program in
this Internal Audit Unit assists all levels of management in the discharge of their responsibilities
by providing independent analysis, advice and recommendations concerning the activities which
have been subject to audit review and reporting (DHCS, 2004). The Department modified their
internal audit functions from private sector. They used private sector approaches but they have an
independent audit committee. The objective for establishing this committee was to determine
whether policy and procedures were maintained, best practice standards adopted and resources
were used efficiently, economically and ethically. If any deficiency is identified, the Internal
Audit and Review Unit provides suggestions for improvement (DHCS, 2004).
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Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. In this thesis it has been observed that the DHCS has
implemented management control tools prompted by various public sector reforms initiatives
linked to new public management. Structuration theory is used in this thesis to understand how
these control tools are implicated in the wider organisational context of the researched
organisation.

The Internal Audit Unit’s actions reshaped DHCS’s signification structure which is the rules or
aspects of rules (Giddens, 1979; 1984) into a form that would serve as a best practice
organisation. In addition to internal audit system another important element of results control
system within the DHCS is performance measurement system. That is discussed in next
subsections.

7.2.6 Performance Measurement Systems
Boland and Fowler (2000) argued that performance management in the public sector was
developed since the late 1970s. The terms were performance measures, performance indicators,
performance appraisal and review, value for money and more recently quality assurance. They
argued that new notion has developed within the public sector which is concerned with
collecting, reporting and appraising organisational performance. Brignall and Modell (2000)
pointed out that during the 1980s in what has become known as the ‘new public sector’ has come
under pressure to become more efficient and effective. To achieve this, they introduced various
private sector management control techniques such as performance measurement system.
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However, it can also be argued that performance management is inherently more difficult in the
public sector. At the same time it is crucial to gain public confidence that tax revenues are being
used effectively (Ross, 2012)

Therefore, the drive for reform in the public sector worldwide has focused attention on the
measurement of performance in public sector organisations (Kloot and Martin, 2000; Brignall
and Modell, 2000). Hughes (1995) also argued that performance and its measurement is vital for
the new public sector management to work. Osborne and Gaebler (1992) mentioned:
If you do not measure results, you cannot tell success from failure. If you cannot see
success, you cannot reward it. If you cannot reward success, you are probably
rewarding failure. If you cannot see success, you cannot learn from it. If you cannot
recognise failure, you cannot correct it. If you can demonstrate results, you can win
public support.

Performance indicators measure public organisation’s performance in delivering their outputs.
They should present a balanced, but concise picture of performance, which may include how
much was done, how well it was done and what it achieved (ACT Government, 2011). This view
is presented in Table 7.1.
Table: 7.1 Characteristics of agency performance indicators

▪What was done
(outputs and
inputs)

Quantity
How much was done. For example:
▪ number of clients served
▪ number of reports produced

How much impact it had. For
example:
▪ number of people changing their
behaviour
▪ number of clients better off
Source: Friedman, 2005
What it achieved
(impacts and
results)

Quality
How well it was done. For example:
▪ cost per client
▪ per cent of reports on time
The quality of the impact. For
example:
▪ per cent of people changing their
Behaviour
▪ per cent of clients better off
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In Australia, performance measurement strategy is considered to be an integral part of the public
sector reform agenda. It produced an ethos of management for results and better value for money
from government spending. The ACT Government is also committed to strengthening the manner
in which its policies and program are measured to improve performance and accountability in its
functions and across the services it provides to the community (ACT Government, 2010). The
DHCS has indeed implemented a range of measurement strategies to obtain a better result. These
are very important for them, as one of the senior executives (WA) commented:
If the public are not happy with our service they can go to a politician and take the
issue up and there is also the media scrutiny because of the focus of the political
process. So that there is a form of scrutiny and I think we are much more exposed
than the corporate world.

During the 1990s the new public sector adopted various private sector techniques and
implemented multidimensional performance measurement and management systems (Brignall
and Modell, 2000; McAdam et al. 2005; Diefenbach, 2009). The changes of the managerial
program in the Australian public sector have shifted to an emphasis on outputs and outcomes
rather than inputs and processes (Tanner, 2008). A focus on outputs means that performance and
its measures are crucial. Heinrich (2002) suggested that public managers can use the outcome
based performance management framework to improve organisational performance. Hughes
(1995) claimed that as a direct result of setting strategy and objectives, dividing activities in a
programmatic way and funding them accordingly, measuring performance at all levels is essential
in this regard. Hoque (2008) argued that in Australia, performance measurement systems are
central to the government department’s strategic planning and management framework. Hoque
(2008) further argued that there is a clear linkage between the introduced ‘managing for
outcomes’ framework and performance measurement practices of government departments.
Buckmaster (1999) also argued that outcome measurement procedures have been advocated as a
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means of eliciting better accountability and more effective program evaluation by non-profit
organisations. Buckmaster (1999) further argued that outcome measurement can be used
effectively as a tool for learning, and formulation of new strategies thereby providing feedback to
program managers in non profit organisations.

Evidence from the field supported that the DHCS uses financial and non-financial performance
measures in their organisation to develop individual and overall business improvement at the
operational and strategic level.

7.2.6.1 Financial Performance Measures in the DHCS
Financial performance evaluation and reporting have long been used to help evaluate the relative
success of business activities (Alam, 2006). To obtain a better results the conventional language
of accounting (performance standards) became part of the frame of meaning used to make sense
of activities at the DHCS. This finding is consistent with the results observed by Mir and
Rahaman (2006) within the state government of New South Wales Australia and with findings
from the Danish public sector observed by Anderson (2008). Though it is in the initial stage but
the department uses the performance measurement system as one of a number of tools that direct
and support organisational change and performance. As one senior executive (WP) of the
organisation put it:
We have a reporting system to the ACT government around key financial
performance indicators. I think there are some challenges and some work to do in
getting around and making it right. We have the beginning but some of these things
particularly in the service organisation are difficult to quantify. But increasingly as
we are connected into the debate nationally with other jurisdictions we are getting
more unified views about the things.

The opinion expressed by another senior executive (HI) of the department confirmed this view:
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In our department every single branch has financial performance indicators; they are
published in the budget papers annually. There are targets and actual results and also
there is variances process similar to the private sector. We have really adopted those
things as an indicator. People in the department then have 12 months to try and reach
the target.

It is important to mention here that in the DHCS these performance indicators are similar to those
which are used in the private sector. Interviewee (HI) elaborated this view further:
Rather than sales targets as you get in the private sector or margin targets or a number
of units of manufacture etc. ours are similar in a way which are hours of service
provided or the number of clients seen. We are not selling something so you don’t
ever increase sales targets. We don’t get that. But by the same token there’s an
expectation that you have a service delivery target that always increases. Companies
always want to see the curve in the graph going up. If it’s going down something is in
trouble. It is very similar in the public sector these days. You never used to measure
those things and there was never any accountability around it in the past. In our
estimate process people’s focus is on it. It’s all about what “why are you spending
less money on this area’? Why haven’t you achieved this target? Why is this target
flat lining rather than going up?

Evidence from the field and DHCS documents supported t the performance measurement process
of the DHCS is the product of business and corporate strategies. These strategies outline
operational priorities. The department has four output classes. These are Disability and Therapy
Services, Early Intervention, Community Development and Policy, and Children Youth & Family
Services. The department exhibits their financial performance in these four output classifications.
The department’s financial performance measurement process is undertaken by monitoring these
outputs and matching performance targets with budgeted and actual expenditures.

The DHCS’s financial measurement system is published in the budget papers every year and
these are public documents for any one to look at. The department shows their expected outcome
and all of their different outputs there. At the end of the financial year, the DHCS publishes its
annual report which is the actual result against the department’s budget. The department then has
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annual report reviews and faces all sorts of questions in public view. The department has to
answer to a number of external constituencies. So, there is heavy scrutiny in terms of their
financial measurement process.

7.2.6.2 Non-Financial Performance Measures in the DHCS
Modell (2004) argued that public sector organisations have come under increasing criticism for
placing too much attention on financial control and suffering from excessive proliferation of
performance indicators. Modell concluded that non-financial performance management indicators
and goal-directed multidimensional models may gradually replace the myth that public service
provision may be improved by heavy reliance on financial control. The DHCS is not an exception
in this regard. The DHCS’s major priorities are: delivering the highest possible level of client
services, incorporating community, business and government as partners, continuing to
implement the final phase of the Whole of Government ACT Homelessness Strategy. Negotiating
new service arrangements that promote efficient service delivery and streamline reporting
arrangements for contracted non-government organisations, establishing a grants program for
women from indigenous, culturally and linguistically diverse or low income backgrounds to
support their return to work, introducing a trainee program to provide training and employment
opportunities for young Aboriginal and Torres Strait Islanders (DHCS, 2007-2008 b). It was
evident from this research that the DHCS has developed non-financial performance measures.
These measures are related to accountability indicators for every output classification. These
indicators that the department uses show targets, estimated outcomes and the subsequent year’s
targets. Performance measurement system of the Department was described by one of the junior
staff (MDF) of the department as follows:
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We have a number of financial indicators that link to an output based budget. There
are four outputs to the department that are further broken up to output classes and
they all have strategic indicators placed against them which are mostly non- financial.

The department has developed eight strategic indicators to measure their performance which is
subjective. These indicators are mostly non-financial. These are the number of service users by
service type accessed, number of clients accessing services, number of families accessing
services, Re-substantiation rates, community services grants, number of groups participating in
the annual national multicultural festival, recidivism rates for young people, and children. One of
the senior executives (SM) of the department commented:
If we meet our targets or achieve our targets it’s a measure of our performance. For
example, we have set ourselves some very keen standards and we have changed the
eligibility criterion of public housing to target people with very low incomes and
complex needs so we are addressing the needs of people who have the greatest need.
We reduced our waiting list and that is a good thing. We set ourselves a target that
people who fit the highest needs group then could be housed up to 85% in three
months. We have exceeded that target. Before we changed our rules people in the
highest needs group were waiting 12 months for housing and now 85% of them or
less are waiting for three months.

One of the mid-level executives (MS) of the department commented in a different way:
Though we are using financial and non financial performance measures we are struggling
a lot. As you know Government performance is difficult to measure because the outcome
depends on too many factors and the involvement between the effort and the effect are
very long. We are sometimes confused also.

Therefore, in the performance measurement system, there might be some side effects also. This
control mechanism may lead to lack of goal congruence when employees try to achieve the
performance targets in a way that is not desirable for the organisation.

The department evaluates their non-financial performance also through client satisfaction survey.
This is done independently and is not done in the private sector. There are different ways that
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DHCS conducts surveys and the different indicators used to determine how or what the DHCS
are doing. This was evidenced in comments by one of the mid-level executives (FN) of the
Department:
Each of our agreements within the community sector has a performance measure and
there is a quality assurance system in there. There are also performance issues in
meeting the outputs we have purchased. There definitely needs a lot more work on
measuring the qualitative attributes. We do those processes to ensure that there is
accountability through our agreements. We do satisfaction surveys on our client. So if
the clients are satisfied we can readily say our performance is good. These measures
are reported annually in the annual report and we are accountable to government as
well.
One of the senior executives (MD) in the Housing Division expressed a similar view:
Our own measurements are something that we do focus on to increase our
satisfaction. Every second year there is an external measurement of public housing
satisfaction against a number of indicators. This is a survey of our tenant service
which is taken independently using the methodology and is comparable to costs
within the States and the Territory so that we can benchmark our tenant satisfaction
against a whole range of measures against our colleagues in other states and
territories. Our own survey does not stop here. We use the same methodology in
terms of a key measurement of the satisfaction of clients within the constituency and
we can benchmark either improvements or decrease performance against certain year
to year services.

DHCS document showed that in 2008 TNS Social Research was appointed to conduct Housing
ACT’s Internal Client Satisfaction Survey. They used both quantitative and qualitative
component to assess clients’ satisfaction. The findings showed that overall satisfaction with the
service provided by Housing ACT stood at 69%, continuing an improving trend in tenant
satisfaction since 2004 when it was 58% (TNSSR, 2008, p. 16).

These performance measurement actions reshaped DHCS’s signification structure (Giddens,
1979; 1984). These performance standards became part of the frame of meaning used to make
sense of activities and which previously had been understood only in traditional service provider
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terms. In addition to performance measures the DHCS has developed rewards and punishment
which is a part of results control system to control the behaviours of the employees. It is
discussed next.

7.2.7 Performance-Dependent Rewards and Punishments
Performance-dependent rewards and punishments are important elements of a results control
system (Bruijn, 2002; James, 2006; Joborne, 2006; Mussari and Ruggiero, 2010; Whitford, 2010;
Zoghbi-Manrique-de-Lara, 2011; Soss et al. 2011; Brown and warren, 2011; Merchant and Van
der Stede, 2012). Rewards are the motivational factors those influence employees’ actions.
Rewards remind employees what result areas are desired. It may be in the form of monetary or
non-monetary compensations. Monetary incentives include salary increases or bonuses. Nonmonetary compensations include promotions, job security, job assignments, training
opportunities, freedom, recognition, and power. Punishments are the opposite of rewards.

The DHCS is committed to achieving an environment where employees feel valued for the
contribution the employees make in achieving organisational goals. The department has
implemented results control system to make employees conscious of the consequences of their
actions. Field study data revealed that the department has introduced Chief Executive Awards for
performance. The department also participates in the ACT Public Service Awards in which good
performance and good approach with professionalism are recognised. The selection for awards
can be either a team or an individual which is conducted every six months.

Evidence from the field also supports that based on performance, the department provides
extrinsic rewards to its employees such as fair supervision, pleasant working condition, status etc.
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The department also provides intrinsic rewards which are personally satisfying outcomes such as
achievement, recognition and responsibility. From departmental documents it is clear that the
department is committed to the recognition and rewarding of employees for their contribution to
the achievement of the department’s objectives, but does not include rewards in the form of
performance pay (DHCS, 2007c). One of the senior executives (WM) of the Department
explained this view:
In terms of monetary rewards we are paid our salaries. In terms of performance we
don’t have a performance pay in the system. However, there are non monetary
rewards that include Chief Executive Award which is given at least twice a year.
There is public recognition for achievements. There is also opportunity to attend
conferences or perhaps even exchange programs. We have a couple of those
programs which is also recognition of the contribution that the individual may have
made within the organisation.

A junior staff (MDF) who has received awards for performance described:
Being a government structure rewards are generally out of the question in the ACT
government. I know in the Commonwealth there are performance-based rewards. We
have non monetary rewards and I think non-monetary would be very much intrinsic
and that would be better than nothing.

Other interviewee also did not see any incentive for performance, as in the following quote
(DM):
We don’t have any incentive based system in terms of performance payments or
anything like that. It’s just something that is part of our organisational culture. We
want to try and improve our performance and to achieve that result.

The similar view was expressed by a senior executive (SM) of the department and she
commented:
The reward system is the pay system. We don’t have any performance pay. There is
no performance pay in the ACT government. That is something which is done within
the Commonwealth system. The executives are under individual contracts. Within my
performance agreement it’s part of my agreement that I have to come in within
budget and to meet government objectives. I don’t get a performance pay for
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delivering that. We are on fixed term contracts and so in that sense contracts are
either 3 years or 5 years usually for executives. If you don’t deliver on what’s in your
performance agreement you would not expect to have your contract renewed.
Reflecting on his area’s experience one of the senior managers in the Finance Division (HI) of
the DHCS remarked:
When you are in the financial areas you always think about how do you reward good
performance and how do you punish bad performance? Those are never easy. As the
financial manager, here I always think about how I can do that! I really would like to
do that because some of the managers are better than others with their management of
resources. To be frank and I haven’t come up with a good answer to that. I know in
the commonwealth they give staff new performance bonuses, but in our organisation
we don’t. We don’t have performance bonuses but we have performance reviews
here. In my area we have a four or six monthly performance review where each
manager does a formal review and documents it with the staff member. I think that’s
really important for communication.

A review of organisation documentation suggests that the department developed an action plan
for poor performance of the employees. This action plan is presented in Figure 7.4. If the
manager considers that an employee’s work performance is not satisfactory the manager
discusses the concerns with the employee. If the problem continues, the managers inform the
employee in writing the assessment and prepare an action plan. This action plan is developed in
consultation with the employees. During the action plan period, the manager makes assessments
on a regular basis. At the end of the action plan period, if the managers assess the work
performance of the employee as satisfactory, no further action is taken. If the performance is
unsatisfactory, the Chief Executive takes action. It may be one or more in the form of transfer to
other duties, below current salary, deferral of increment, reduction in increment point, temporary
or permanent reduction in classification and salary, or finally termination of employment (DHCS,
2007 i). However, field study data revealed that DHCS managers cannot fire people like private
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sector managers do. The main reason is that performance management in the public sector is not
as strict as private sector.

It is evident that the department has started performance management as a management control
tool. The focus of employee performance in the DHCS provides a basis to manage staff
effectively and to deliver quality service to the clients. These benefits ensure accountability,
quality improvements, good communication and achievement as identified by Macaulay and
Cook (1994). The Department believes that the performance management program gives the
managers the means to implement organisational goals and responsibilities. In the DHCS, this
performance management program is regarded as the new signification dimension (Giddens,
1979; 1984) in the design of organisational structures, and in the policies and procedures used for
rewarding the members of the organisation.

The DHCS is required to operate as a public sector organisation driven to perform. Evidence
from the field supports that in the signification dimension of the DHCS, this performance
management program is the new interpretive scheme brought in from private sector practice, and
the department uses it in modified form to cope with the changes in the public sector. From the
above discussion, it can be concluded that the DHCS produced results control systems similar to
the private sector but are not able to apply them in the same way as in private sector systems The
main reasons behind this is that public sector organisations are fundamentally different from
private sector organisations on a number of dimensions such as diversity in their goals, access to
resources, nature of the organisation and the accountability systems. Though the researched
organisation is trying to change its organisational culture, it remains different from the private
sector
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Figure: 7.4 Action Plan for poor performance of employees in the DHCS
Manager discusses the concerns with the employee

If the problem continues Manger prepares an Action
Plan

Manager makes assessment on a regular basis

At the end of the action plan period if the
performance is satisfactory no further action is taken

If the performance is still unsatisfactory Chief
Executive takes action
Source: Developed by the author from the DHCS Guide to Performance Management

Having outlined the implementation of results control systems in the department the next section
presents the other element of the management control system - the action control system. This
control system was introduced in the department to achieve employee participation and
motivating them to act. These management control systems are alternatives of market based
management control system that take place in the private sector. The main objective of this
management approach is to ensure that the entire department understands the corporate vision
and mission and is willing to fulfill them. The next section presents these issues.
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7.3

ACTION CONTROL SYSTEM IN THE DHCS

Management control systems include various organisational arrangements and actions which are
designed to facilitate the achievement of performance goal (Ansari, 1977; NØrreklit, 2000; Otley,
2003; Hoque, 2004; Neely et al. 2005; Malmi and Brown, 2008; Kelly and Alam, 2008).
Merchant (1982) pointed out that individuals are sometimes unable or unwilling to act in the
organisation’s best interest, and a set of controls must be implemented to guard against
undesirable behaviour and to encourage desirable actions. Merchant and Van der Stede (2012)
termed these control tools as action control system. These control systems are similar to Anthony
and Govindarajan’s (2007) operational or task control and also can be compared with Simons’s
(1995) boundary system which is related to activity and actions. Merchant and Van der Stede
(2012) argued that an action control system is the most direct form of management control and it
involves taking steps to ensure that employees act in the organisation’s best interest. In the
DHCS, a number of action control system has been introduced to guide the employees and to
ensure the best interest of the organisation. These control devices are discussed in the following
sub-sections.

7.3.1 Behavioural constraints
Behavioural constraints aimed at preventing people from doing things that should not be done
(Merchant, 1982; Quattrone and Hopper, 2005; Henri, 2006b; Borins, 2008; Malmi and Brown,
2008; Bourgon, 2008; Merchant and Van der Stede, 2012). The DHCS has implemented a
number of behavioural constraint control mechanisms to make it impossible or at least more
difficult for employees to do things that should not be done. In the public sector, to implement
this mechanism is really challenging. Bourgon (2008) argued that the challenge is to find the
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optimal balance between minimising the cost of control/constraints and maximising the net
public value of government services. In the DHCS it is done in two ways: one is physically and
the other is administratively. These mechanisms are discussed in the next subsections.

7.3.1.1 Physical constraints
Physical constraints are the direct and negative forms of action control system. Physical
constraints make inappropriate action difficult and organisations establish this type of control
mechanism to ensure that individual’s actions are in the best interest of the organisation. The
physical constraints control mechanisms of the DHCS are discussed as follows:

Restrictive Practices Framework
The DHCS has a duty of care to protect the safety and security of their clients, staff and the
public. This practice is different from the private sector as the stakeholders in the public sector
are the citizens of the country. In order to ensure this duty the department has developed a
Restrictive Practice Framework. This control mechanism is an intervention that involves some
intrusion into the person’s freedom in order to curtail a particular behaviour or situation. To
implement this mechanism is really challenging. The Public Sector Management Act is the
guideline in this regard. A review of internal documentation suggests that this control device is
related to service-specific restrictive practice, policies and procedures. The DHCS uses it as an
intervention that attempt to direct, manage or change a person’s behaviour. This attitude is
consistent with the findings observed by Borins (2008) that controls and constraints play a useful
role when they set the limits within which agency employees can exercise discretion to achieve
results or when they set the parameters of acceptable behaviour for public organisations. One of
the senior executives (HI) of the department mentioned:
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We deliver services that are appropriate to the culture, age and gender of our clients. We
have adopted restrictive practices framework to observe our duty of care and statutory
obligations that relate to our work. This framework guides our employees to do the right
things.

Interview with the participants revealed that this practice is different from the private sector. In
the public sector this practice ensures safety of the client, the staff or members of the public. As a
public sector organisation, the DHCS is committed to the citizens for providing services. In order
to achieve the goals of the organisation, the DHCS established two types of restrictive practices.
One is planned and the other is unplanned. A planned restrictive practice is only used as a part of
a broader support and behaviour management plan. This type of practice takes into account the
age, gender, religion, cultural needs and values of a client as well as the service environment and
the need to provide a duty of care. On the other hand, unplanned practice occurs to ensure the
safety of the client, the staff member and any surrounding staff, or members of the public.

Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. In the DHCS, this restrictive practices framework is intertwined
with the domination structure (Giddens, 1979, 1984). Management uses this control mechanism
to exercise power over the operating units. The department provides necessary training to all staff
members participating in or supervising restrictive practice procedures so that they are able to
understand the implications of these procedures and principles underlying the safe and legal use
of restrictive practices. In addition to restrictive practices the department has implemented action
control systems for security and confidentiality, which is discussed next.
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Security and Confidentiality
The DHCS has a strong security system like in the private sector but the difference is that it
safeguards the legitimate interests of their effective management and cabinet confidentiality. The
DHCS ensures appropriate secured environment to protect employees and clients; and to protect
official information and other official resources. It is one of the action control mechanisms of the
department. In the department each officer is responsible to maintain this security. The general
rule of the department is that information can be shared with others when it is the department’s
interest and where its disclosure is not prohibited by law. The department has specific instruction
that care must be taken when transporting sensitive documents outside of the work environment.
A review of organisational documentation suggests that the department has also clear instruction
about correct handling procedures of files and documents. All officers are responsible for
appropriately protecting the information they generate, hold or control.

The department has an ethical behaviour and guideline about security. As a public employee all
staff should abide by these security standards. The unauthorised disclosure of confidential or
sensitive information is regarded as the fundamental breach of the standards and may lead to
formal disciplinary action under the Public Sector Management Act 1994. One of the mid-level
executives (MS) of the department pointed out:
The responsibility for security rests with each employees of the department. Like the
private sector we have a strong security system but the difference is it safeguards the
legitimate interests of our effective management and cabinet confidentiality. Employees
must ensure they are in appropriate place when discussing confidential information and
any breach of security protocols may leads to formal disciplinary action under the Public
Sector Management Act.

This view is similar to the findings observed by Mulgan (2000) that in both public and private
sectors senior managers aim to keep as much information as possible confidential. However, in
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the private sector the claims of commercial confidentiality generally run further than those of
executive privilege and cabinet confidentiality in the public sector. To maintain security and
confidentiality the department has a policy related with personal privacy and access to records,
which is discussed next.

Personal Privacy and Access to records
Privacy protection is an important measure of performance in public organisations (Ward and
Mitchell, 2004). The Department has implemented an action control system which ensures that
the personal privacy of individuals is protected, and that access to records is provided in
compliance with relevant legislation. The Department takes reasonable steps to protect the
personal information it holds from misuse and loss from unauthorized access, modification and
disclosure. This attitude is consistent with findings observed by Burton and Broek (2009) that a
key feature of new public management is the tendency to equate quality and accountability with
documentation. In public organistion client information are collected and collated in a
standardized way. The Department uses this system as an internal control mechanism of the
Department. To implement this control system the Department is guided by the Privacy Act
1988. The officers of this Department must make every action to communicate to the public their
rights under this Act. Section 14, Principle 4 of this Act discusses the storage and security of
personal information. A record keeper who has possession or control of a record ensures that the
record is protected. Further, Principle 6 of the Act ensures access to records containing personal
information The Department also established some administrative control devices to control its
employee’s actions which are discussed next.
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7.3.1.2 Administrative constraints
In a government department, managers place more attention in dealing with the public and
allocate government resources. However, in the public sector, resources are limited and this
situation acts as a constraint. This type of constraints is not seen in the private sector. It is unique
to the public sector which affects the performance. Interview with one of the senior executives
(HN) of the department suggests that:
We are operating under constraints. Over the last two decades it has been told that the
public service can’t deliver or is not delivering as efficiently as the private sector. The
answer is we have always been attached to the constraints because in the public sector
issues are growing in terms of volume and in terms of capacity.

Similar comments were made by an another senior executive (CB) of the department:
The constraints within this department are that we always have more clients who need
our services than resources which is not the case in the private sector. We have to be
able to prioritise according to government policy. We have more clients or potential
clients than we have funding. The method of prioritisation is difficult and is always
an issue.

The DHCS has developed various action control mechanism to mitigate its administrative
constraints which are discussed next.

Customer Service Standards
The department has adopted ACT Government’s Customer Service Standards 1999 for its
internal service delivery areas. These standards are different from private sector. These standards
focus on customer needs and have a link to organisational improvement mechanisms within the
service delivery area. These standards were adopted by the department to control the actions of
its staff also. As a public organisation, the department continuously concentrates on public needs
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and in comparison to private sector it is difficult to follow the standards. It also affects their
performance. For instance, one staff participant (SM) recalled her experience:
I talk about this as a manager of a housing business. Most of our income is derived
from rental revenue and the sale of property. I need to get the best financial outcome
that I can but the constraints on me is that I need to provide a service to
disadvantaged people which is the standard. I can’t be as ruthless in collecting the
rent as I would be if I was in the private sector such as L J Hooker. What that means
is that I carry a level of debt that is more higher than the private sector and if I was
able to evict some people from a property and terminate their lease for non payment
of rent I could collect more rent than I do, but I don’t do that because part of the
reason is that the government has public housing to provide support for disadvantaged
people. I understand the reason for it but it is a constraint for me.

These Customer Service Standards guide its staff in dealing with difficult customers. Field study
revealed that managers of the relevant areas regularly review the standards that have been set and
determine where improvements are needed. The department also adopted best practice
complaints handling standards. The department provides resources for complaints handling and
arranges sufficient training and support to ensure complaints are dealt with efficiently. They also
monitor and review the customer satisfaction and it improves customer and organisational
outcomes. To serve the customers efficiently one of the objectives of the NPM reform initiatives
in Australia was to calculate and recognise risk. This issue is discussed next.

Risk Management System
Risk management system is one of the key action control systems of the department and it
identifies strategic risks that is managed, monitored and reported through business units on a
quarterly basis. Risk management is widely used in the department and in its Framework it is
mentioned:
Risk Management is a tool to assist the department with informed decision making in
planning, policy development, project management and service delivery. It achieves
this by providing a framework to assist people identify, analyse, evaluate, treat,
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monitor, and effectively communicate risk. Our risks encompass those relating to
clients, strategy, operations, reputation as well as those relating to compliance with
laws, regulations and financial reporting (DHCS, 2007 e).
It was evident that to some extent government is risk averse and it acts as an administrative
constraint for the employees. This practice is different from the private sector which affects their
performance also. For example one of the senior executives (SM) explained:
If the Government wasn’t so risk averse I think we could be more entrepreneurial in
our property developments and probably get higher return for Government But the
Government would say the risk is too high for us to behave in that way. So this is a
constraint and I understand the reason for it but I wouldn’t have that constraint in the
private sector.

Therefore, it has been observed that risk management system in the department is different from
the private sector. This behaviour is consistent with the findings observed by Baldry (1998) and
Barett (1990) that in the public sector the risk exposure and the consequent risk impacts are a
function of the cultural environmental framework. Organisational documents of the DHCS
suggest that executive directors, managers, staff and suppliers are the part of risk management.
Every steps of the risk process involves people, therefore, the department communicates and
consults with various people as part of the risk management process. However, the degree and
nature of engagement differs across roles and context.
The department classifies its risks into three broad categories which are also different from the
private sector. These are strategic risks, operational risks, and project risks. Strategic risks are set
at the highest level within the Department. These types of risks are consistent with the
department’s strategic and business plans and have significant impact on the department and
closely monitored. Operational risks are related to continuity and level of service delivery
(DHCS, 2008). Major operational risks are included in the strategic risk profile. Project risks are
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related with department’s outcomes and outputs during the project planning process. These types
of risks are transferred to delivery risk when a project is approved.

A review of organisational documents revealed that strategic risk management is part of the
business planning life cycle of the DHCS and business units review their strategic risks as part of
their business planning process. In every business plan, a statement of key risks is included with
key risk mitigation strategies and responsibility assigned together with timeframes. It involves
the Chief Executive, Executive Directors, Directors and other key senior managers. Strategic
risks are owned by executive directors. As part of quarterly reporting department’s strategic risk
profile is reviewed by Board of Management. Operational risk mitigation is an ongoing process.
It requires periodic review which is directly related to the criticality of the activity in question.
Senior managers and people who develop, implement and deliver services are involved with
operational risk management. In project risk management, risk environment constantly changes
because projects are dynamic. To cope with this type of risks project managers, project teams,
project governance, project risk managers and subject specialists are involved with project risk
management.

Documentary evidence also revealed that the Risk Management Framework allocates
responsibilities for oversight and implementation of risk management throughout the
Department. The Board of Management is responsible to know what the most significant risks
are within the context of the department’s objectives. It is also their responsibility to regularly
review the strategic risks to ensure that any emerging significant risks are identified and
addressed. The Chief Executive is responsible to know what the most significant risks are facing
the Department. The Chief Executive is also responsible for providing assurance that the risk
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management process is working effectively. Executives are responsible to implement integrated
systems for identifying, assessing, and mitigating material risk throughout their area of
responsibility. It is also their responsibility to monitor the effectiveness of the divisional approach
to risk. In the department there is an Audit Committee which is specifically responsible to assist
the Chief Executive in satisfying risk management compliance obligations.

The Audit Committee responsible for developing and maintaining an internal audit program
based on the department’s risk profile. The Committee receives ongoing reports, collated by
Performance Audit and Review Unit of the department’s internal and external reviews. In the
department there is a Performance Audit and Review Team who performs a wide range of
responsibility. This Review Team is responsible to advise and analyse the effectiveness of the
department’s risk management policies, frameworks and processes. They promote ownership and
accountability for best practice approaches to risk management. It is also their responsibility to
manage the DHCS Risk Register and coordinate quarterly reports. They are also responsible to
undertake ongoing risk review in the area of responsibility, accountability and control (DHCS,
2007 e). In addition to risk management the Department also developed fraud and corruption
control system, which is discussed next.

Fraud and Corruption Control System
To implement action control systems in the department, the DHCS has adopted Fraud and
Corruption Control system This system was developed to seek and raise awareness of potential
fraud and corruption, risk exposure and DHCS’s expectations of its staff, DHCS sponsored NonGovernment Organisations, consultants and Contractors (DHCS, 2007e). The department is
guided by the ACT Public Sector Management ACT 1994 and has adopted the definition of Fraud
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and Corruption given by this Act. Under this Act, Fraud is ‘taking or obtaining by deception,
money or other benefit from the government or attempting to do so’ and Corruption is ‘an
improper act or omission, the use of improper influence or position and improper use of
information’.

The department holds the view that fraud can involve attempts to secure financial or nonfinancial benefits and the department’s position is that if it is unchecked, it has an impact upon
the reputation and integrity of the department. The department has implemented a wide range of
action control systems in this regard and is committed to minimising the incidence of
fraud/corruption through the identification of risk and the development, implementation and
regular review of a range of prevention and detection strategies (DHCS, 2007 e).

The DHCS’s fraud and corruption control systems is different from those in the private sector.
The department has adopted a range of processes and procedures and was designed to protect
stake holder’s interest. When the department implemented these devices, they ensured that it was
cost-effective and at the same time consistent with the organisation’s culture and operations also.
Documentary evidence suggests that this control strategy consists of four steps which is
presented in Figure 7. 5.

It is evident that the department organises regular fraud/corruption awareness and code of
conduct training to ensure staff are aware of their responsibilities to the department. The Audit
and Review Committee monitors and implements fraud/corruption control strategies. To
implement the fraud and corruption control system the department has allocated responsibilities
to a wide range of persons and committees within the organisation. The Chief Financial Officer is
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responsible for updating procedural rules as necessary to reflect changes in the fraud risk profile
as identified by the Director of Advocacy, Review and Policy. The Chief Executive is responsible
to foster an environment where fraud/corruption control is responsibility of all staff. This practice
is not seen in the private sector.

Figure: 7. 5 Fraud and Corruption Control System in the DHCS

Fraud and Corruption awareness
-Training, ensures all updates and changes

Prevent Fraud / Corruption
-Undertaking risk assessment program

Monitors Fraud and Risk
-Audit and Review Committee monitor and
implement Fraud and Corruption Control
Strategies

Detects and reports suspected acts of fraud
and corruption

Source: Developed by the author from the DHCS Risk Management Framework
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The department has also implemented different procedures for reporting fraud and corruption.
For its internal reporting, the Internal Performance Audit and Review Team investigate this fraud
under the guidance of Senior Executive Responsibility for Business Integrity Risk (SERBIR).
The SERBIR maintains an appropriate recording and tracking system to ensure that all suspicion
is satisfactorily resolved. There are also external reporting systems. If it is evident that there is
sufficient seriousness it is required to refer it to ACT Policing for investigation. Another
reporting procedure is Threshold Reporting. If the monetary value of the fraud case exceeds $500
or a non-financial benefit results a significant loss to DHCS or undermines DHCS’s credibility
requires Threshold Reporting to ACT Policing. There are also annual reporting obligations which
are not seen in the Australian private sector. In the annual report the department certifies that
appropriate fraud/corruption prevention, detection, investigation and reporting procedures are in
place within the organisation. Therefore, in the DHCS it is evident that fraud and corruption
control system is a part of there cultural environment. As Webb (2010) pointed out that
corruption prevention measures in the NPM environment need intrinsically to be linked to the
practices and culture of the public service. As an action control tool, in addition to administrative
constraints, the department follows a policy of pre-action reviews, which is discussed in the next
subsection.

7.3.2 Pre-action reviews
The department has established a strong action control mechanism about its highly sensitive
client or constituent issues, media issues and strategic matters. The department conducts weekly
briefings about these issues to the Ministers responsible (DHCS, 2008b). The contents of the
briefings are: highly sensible client or constituent issues such as constituent complaints to the
Minister, opposition or media, serious injury or death of a client, matters of strategy importance,
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launches, announcements, awards, events, legislation or assembly business, community
consultation, intergovernmental agreements and meetings, advertisement of tenders, expressions
of interest, grant funding rounds, progress on major projects, policy works and staffing issues
including executive appointments and industrial issues.

In the DHCS it is evident that pre-action reviews involve scrutiny of the action plans. It may be
formal or informal. A formal pre-action review of the department is approval for expenditures.
Evidence supports that it is a bureaucratic system which affects performance. In the DHCS
formal pre-action review takes place during planning and budgeting process also. In the DHCS
budget is viewed as behavioural control tool. It is related with domination structure (Giddens,
1979; 1984). This domination structure is drawn on by means of allocative and authoritative
resources. To perform any action, the department follows bureaucratic process and always
reviews it. Sometimes these actions act as a constraint to the staff. For example one interviewee
(KJ) explained:

The government organisations are hierarchical and there are lots of approval
processes that need to go through particularly if the minister is involved. So, for me
it’s a frustration at times about the slowness of a lot of those paper work systems that
have to get approval.

The department has created Ministerial and Assembly guidelines and procedures which is related
with action control system.. The department follows these guidelines for sending any material to
the Ministers or the Assembly. As a public sector organisation, the department conducts these
briefings to ensure accountability and transparency. The issue of accountability is discussed next.
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7.3.3 Action accountability
As indicated previously, transparency and accountability form the cornerstone of good
management outcomes and one of the major objectives of the reforms initiatives in the Australian
public sector. Kinchin (2007) pointed out that transparency is the positive obligation of the public
sector and government to explain and provide processes, policies and material relied upon in the
making of decisions. It is argued that accountability processes should not be seen as an ‘add-on’
to the activities of the individual, but rather as an integral part of functioning within the public
sector (Kennedy, 1995; Lee, 2008; Guthrie and Farneti, 2008). Accountability is a key notion and
is generally considered to be a very positive democratic value (Gendron et al. 2001; Bourgon,
2008). Traditionally, public organisations were involved in providing services to the people. The
morality was that all people should have access to these services. It was one of the major causes
for spending to the limit or over the limit. Therefore, spending without accountability was the old
legitimation structure of the traditional public organisations.

Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. According to Giddens (1976, 1979, 1984) moral constitution of
social action is legitimation. A new legitimation structure appeared in response to new public
management initiatives to challenge this traditional view. In the DHCS, the new financial
accountability emerged under which it is the duty to maintain accurate accounts and records that
shows a true and fair view of the financial transactions and affairs.
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Accountability is important in the public sector because of the need to ensure that public money
is spent, and power exercised, efficiently, effectively, ethically and prudently (Core, 1993,
Kinchin, 2007; Murray, 2008; Tanner, 2008; Steane, 2008). There are various meanings of
accountability in the public sector. The most obvious is financial accountability. Financial
accountability means the duty of an organisation to maintain accurate accounts and records which
represent a true and fair view of the financial transactions and affairs of the organisation and the
obligation of the duty is to disclose these accounts in the annual statements. Based on her
experience one of the senior executives (KJ) of the DHCS observed:
The financial accountability is probably the financial accounts that come out plus
what we do with them. We have an annual report which gets tabled in the Assembly.
In this annual report there are a whole heap of different things we are accountable for
at different stages which are not present in the private sector.

Accountability in the public sector may also be upward, outward, downward and inward. Upward
accountability is and remains the foundation of the Australian system of public administration
(Corbett, 1996, Hoque and Moll, 2001; Brown et al. 2003; Farneti and Guthrie, 2009). This is
also evident in the DHCS organisational chart. Organisational chart of the DHCS is attached in
Appendix IV. The DHCS follows ACT Government’s accountability arrangements in this regard.
The following Table 7.2 shows the arrangements which ensure that effort is focused on agency
objectives and government priorities.

Staff in the DHCS are accountable to management and ultimately to the Ministers through the
Chief Executive. More specifically, one participant (MS) elaborated this view:
I am accountable for all the operations we have in community services to my Chief
Executive and the Chief Executive is accountable to the Minister. I have to have also
reports publicly in the Legislative Assembly. They are released publicly because we
are in a democracy. The Minister constantly is putting our performance before the
public and the opposition criticises us and then we have to explain our behavior. In
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this sense it’s a very serious framework for us which is different from the private
sector.

Table 7.2 Accountability arrangements
Accountability arrangements
Elections
Published plans and reports
Estimates hearings
Independent review by the Auditor-General
● Agency Chief Executives
Performance agreement with Minister
Annual reports
● Agency Senior Executives and Managers
Performance Agreement with Chief
Executive
● Agency Officers
● Performance Agreement with manager
Source: ACT Government, Chief Minister’s Department, February, 2011
●
●

Accountable entity
The Legislative Assembly
The Government and Ministers

●
●
●
●
●
●
●

A mid-level executive (WA) of the Department made a similar view about upward
accountability:
I am accountable to the Chief Executive and the Chief Executive is accountable to the
Ministers and the Ministers are accountable to the public through Parliament.

Therefore, in the DHCS upward accountability system is evident and it includes obligation to
report to and take orders from the manager’s superiors up the line. For example a junior executive
(KS) of the department commented:
There is an organisational structure within the department and it is not necessarily flat
but it is fairly hierarchal so there is always some one to be accountable for.

Public organisations do not have any outside equity interest and have no shareholders and they do
not pay dividends. They are providing service to the community and they are accountable to the
community and to the government. It is the outward accountability. One of the senior executives
(FL) of the DHCS noted:
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We don’t have shareholders as such but certainly if you look at that we are not giving
dividends through a process of corporate deliverance. We are giving dividends to the
citizens in the manner of services. If they are not experiencing that in a positive and
free flowing way they will act strongly just the same as a shareholding body.

Therefore, in the DHCS, outward accountability also exists. Evidence from the field supports
that outward accountability in the DHCS means managers of the department are responsible
to the client groups and other stakeholders of the community. A mid-level executive (HB) of
the department explained outward accountability as follows:
We have accountability to the sector and the community that we fund. We have to
demonstrate the way in which our policy is derived on in consultation with the
information we receive.

Therefore, in the DHCS it is evident that there is upward and outside accountability. One of the
junior staff (MDF) commented:
Our accountability framework assists in delivering government priorities and
contributes to sustainable improvements to the well-being of Canberrans. In this sense
we are accountable to the government and at the same time to the citizens.

Managers in the public sector face external pressure as there are press and public in the
democratic societies. In public organisation citizens have access to considerable information.
This is what makes it different from the private sector. One of the senior executives (HI) in the
Finance Division voiced similar views. He commented:
If you are in the private sector and you do a customer satisfaction survey and you get
some bad news the first thing is how am I going to fix that up? In the public sector
when you get some bad news you think ‘Oh my God! What’s the opposition going to
say’? That’s going to be in the news. I think there are strong external pressures in the
public sector and that’s one of the end dimensions of introducing these reforms in the
public sector which is not in the private sector.

Evidence from the field supports that in the DHCS there are different guidelines on employees
action exists. For instance, an interview with one of the senior executives (CB) in the DHCS,
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suggested that there are information charts for their staff which guide the employees action. She
explained:
We have a service delivery platform and values and culture which guide our
employees. This is a document that we go through. We also have a code of conduct.
We have compliance policies and guidelines. There are also systems of accountability
through the budget papers and annual reports and we work within this. In terms of
financial accountability we follow the Financial Management Act. So, it has become
an emerging area of responsibility for us.

In this thesis it has been observed that the DHCS has implemented management control tools
prompted by various public sector reforms initiatives linked to new public management.
Structuration theory is used in this thesis to understand how these control tools are implicated in
the wider organisational context of the researched organisation. According to Giddens (1979,
1984) legitimatioin involves the moral constitution of social action. In the DHCS, legitimation is
the new moral obligations of the public service. This new moral obligation is the new public
accountability which acts in the public interest. This accountability includes setting goals,
providing and reporting on results and the visible consequences for getting things right or wrong.
Public servants are being held accountable for their actions and they are responsible for providing
accurate, informed and appropriate advice and services as set out in the various Acts, regulations
and guidelines under which the public service operates (Core, 1993; Kinchin, 2007; Lee, 2008;
Bourgon, 2008; Steane, 2008, Tanner, 2008, Hoque, 2008). As a public sector organisation, the
DHCS operates within the context of a range of policies, strategies and laws. In order to fulfill
the obligations to the ACT Government and Community the DHCS has implemented and
complied with these laws, regulations and Guidelines. The various forms of accountability
systems within the DHCS are as follows:
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Public Interest Disclosure
The NPM approach forced public organisations to express the values and preferences of citizens,
communities and societies (Bourgon, 2008).

Public Interest disclosure is an innovation in

accountability system in the public organisation which is used in public interest (Mulgan, 2000;
Kinchin, 2007, Bourgon, 2008). The Department implemented control mechanism for public
interest and adapted ACT government Public Interest Disclosure Act 1994. It ensures that all
disclosures made in the public interest are investigated thoroughly. The department receives
complaints about the actions of the department, its officers or other persons employed by the
department. Theses complaints are referred to as Public Interest Disclosures. It is evident that this
disclosure is directly related to the DHCS goals and objectives achievements. Drawing on the
values, context and strategic themes the department is accountable to the clients and provide
opportunities for regular feedback on any aspect of their contact with their service. In this sense
public interest disclosure helps towards its outward accountability. If issues are identified,
appropriate action is taken. DHCS documents suggest that it is a reporting system of any
corruption, fraud or maladministration in the department. The department is guided by the Public
Interest Disclosure Act 1994 in this regard. This Act supports the reporting of wrongdoing in the
public sector.

Freedom of Information
In the public sector, citizens are entitled to access all information from the public organisation. It
is different from the private sector and an outward accountability mechanism of the public sector.
Freedom of Information (FOI) FOI legislation may be used in this case (Mulgan, 2000). FOI laws
have made inroads into the older conventions of secrecy in the governmental agencies (Corbett,
1996; Roberts, 2000; Piotrowski and Rosenbloom, 2002). At the Commonwealth level in
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Australia, the Freedom of Information Act was passed in 1981 and came into effect in December
1982. It was one of the reforms of the Federal government of that time. In the Australian Capital
Territory this Act was passed in 1989. In the light of the economic rationality of the new public
management the DHCS has adopted The ACT Freedom of Information ACT 1989. Roberts (2000)
argued that Freedom of information law gives citizens the right of access to government
information. The FOI Act provides the legal right to the public to see the documents held by ACT
ministers and the department. It strengthens accountability to clients and to the law which is
derived from the new public management. Freedom of information is not a private sector
practice. It is an alternative to market based management control systems. Under this law the
DHCS is accountable to the public.

The DHCS’s organisational document revealed that the information and documents that may be
available under this Act include: general files including internal, interdepartmental and public
documents, minutes of meetings of management and other committees, agendas and background
papers, policy statements, financial and staffing estimates, Diaries, rosters and worksheets,
program and policy files, records held on microfilm, computer or paper in connection with
specialised divisional functions, photographs and films, financial and accounting records, details
of contracts, tenders, files on applicants, clients and properties, records of government including
the machinery of government (including annual reports) and leases and deeds of agreement.

Evidence from the field supported that sometimes freedom of information creates problems
within the department. As Piotrowski and Rosenblomm (2002) claimed that freedom of
information illustrates the problem of protecting non mission-based, democratic-constitutional
values in results-oriented public management.Generally, in the DHCS there is no application fee
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for freedom of information requests. However, processing charges may apply for large requests
which are against the public interest. Roberts (2000) argued that governments attempt to sell
information and freedom of information fees may create new economic barriers to openness.

ACT Ombudsman
The NPM initiatives forced public sector organisation to be more accountable to the public. To
ensure accountability of the governmental departments, an Ombudsman’s Office was instituted in
the ACT. The ACT Ombudsman’s Office investigates any citizen’s complaint against any action
of a government agency or official. If any individual citizen is not satisfied with the DHCS’s
decision, then the person can approach the ACT Ombudsman. The concept of ombudsman is now
widely used in the public sector. In the line with NPM, some institutions in the private sector
established external complaints mechanisms very similar to those in the public sector (Mulgan,
2000). If any person is not satisfied with the DHCS’s internal review and ACT ombudsman
review, the person can seek an independent review of the decision by the Administrative Appeals
Tribunal which is discussed next.

Administrative Appeals Tribunal
Brewer (2007) argued that the development of NPM and public sector reforms in many
jurisdictions, a consumerist model for handling complaints has come increasingly to the fore.
Ensuring that public service complaints are handled effectively and rights of redress upheld is an
integral feature of good governance and effective service delivery. Administrative Appeals
Tribunal is one of them and an alternative market based management control system used in the
public sector. In the ACT the Administrative Appeals Tribunal (AAT) is an independent body
responsible for reviewing administrative decisions by governmental agencies. The AAT is
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headed by a president. DHCS’s organisational document revealed that an application can be filed
to the AAT if the request was originally decided by a minister or departmental head, if the person
is unhappy with an internal review decision or there has been agency delay. This finding is
similar to the findings observed by Mulgan (2000) that in certain cases, members of the public
may also appeal to a number of merit review tribunals, such as Administrative Appeals Tribunal.
However, an appeal cannot be submitted to the AAT if an internal review was possible but the
aggrieved person did not ask for it. AAT appeal also cannot be done if the complaint has been
submitted to the ACT Ombudsman but has not yet been deal with by the ombudsman.

It can be argued that these action control mechanisms have given the department strengths to
operate efficiently and effectively. Empirical evidence collected on the organisation suggests that
the Department implemented a wide range of action control mechanisms to cope with the
changing public sector environment. These control mechanisms have brought economic logic
into its new type of management in the DHCS. The Department’s documents and evidence from
the field indicated that these control devices not only supported the business culture in the DHCS,
but has also reshaped the general orientation of the people in the DHCS.

In this chapter it has been argued that to gain better understanding of the management control
systems in an organisation, it is necessary to look at the relationship between day-to-day
social action of the agents and the various dimension of social structure. Structuration theory
(Giddens, 1976; 1979; 1984) is based on the understanding of the effects of the social
structures, agency and system whereby changes in social structures and systems take place as
a result of human action. Management control systems provide bindings of social interactions
in an organisation across time and space and therefore, management control systems are
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considered as social practices. It acts as modalities of the structure. These modalities are the
means by which structures are translated into actions. The modalities of management control
systems are interpretive schemes, facilities and norms. These modalities explain how
interaction is affected. In this chapter results and action control systems of the DHCS were
discussed and argued that in the DHCS, these management control systems are viewed as the
modalities or procedures of structuration which mediates between the (virtual) structure and
the (situated) interactions.

Chapter Four in this thesis discussed that in an organisation the structure of signification refers to
how purpose and meaning are attributed to everyday activity. In the public sector there has been a
long tradition that public organisations provide utilities and services to the community and have
been seen as the fabric of the society. These organisations are funded by government budget
allocation raised from taxation and provide supply services and utilities which is part of the
infrastructure of the society. No attempt has been taken to measure efficiency or effectiveness of
government spending for a long time. This was the old signification structure of the traditional
public organisations. Such structure of signification did not go unchallenged. The movement
away from this situation has emerged and the emphasis is given on efficiency, economy and
effectiveness and streamlining managerialism in the public sector. The new notion ‘value for
money’ has emerged in the public sector which established formal rational management, clear
goal, corporate plans, internal and external accounting system and clear responsibility lines for
output measurement. The change to structure of meaning and signification was seen in the DHCS
also. In the DHCS a competing interpretive scheme of signification became apparent. New public
management ideals brought a challenge to the signification structure of the DHCS and required to
implement these new interpretive schemes. To cope with the changing environment and to meet
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the demands of the economic rationality of the new public management the DHCS implemented
various result control devices as interpretive schemes in their organisation.

Evidence from the field shows that in the DHCS, the new interpretive scheme is the results
control system which mediates between the signification structure and social interaction in the
form of communication between managers and employees. The elements of the new interpretive
schemes are planning and budgeting, accrual accounting, performance measurement and rewards
and punishments. It appears that in the DHCS these interpretive schemes are the direct outcome
of the new public management ideals and was implemented to establish the principle - value for
money. Mangers in the DHCS use these interpretive schemes to interpret past results, take actions
and make plans. Managers also use these control devices to communicate meaningfully with its
employees and to influence the individual towards organisational goal achievement.

In the public sector, this new signification structure comprises new methods, policies and
concepts which are drawn upon to make sense of organisational activities. In the DHCS, this
new signification dimension has been observed in the design of organisational structures, and in
the policies and procedures used for planning, evaluating and rewarding. The DHCS introduced
strategic management as part of their reform. According to the strategic plan each area of the
department develops their business plan. It is a formal process and these business plans identified
the specific procedures and processes required at lower levels of the units. It created the need for
adopting management control tools to operate efficiently and effectively. In this stage the
department established specific objectives and indicators and the forecasts of budgetary
expenditures and incomes. It is evident that the department adopted program budgeting, under
which planned expenditure is allocated to programs. The DHCS prepares their accounts and
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publishes annual reports in similar format to private sectors. The department adopted accrual
accounting system. It helped in effective financial management, internal reporting and
compliance with external requirements. In the light of the new public management initiatives the
department established financial delegation to implement an appropriate internal control and to
ensure financial results at the end of each year. The DHCS is required to operate as a public
sector organisation driven to perform. They have implemented both financial and non-financial
performance measures to develop individual and overall business improvement at the operational
and strategic level. The department also provides intrinsic rewards to its employees based on
performance. Evidence from the field revealed that in the signification dimension of the DHCS
these are the new interpretive schemes which were brought from the private sector. This reflects a
belief in the superiority of private sector disciplines (Lawrence and Doolin, 1997).

Using new public management approaches, public organisations have transformed into enabling
organisations with the services being delivered under some form of market process (Aulich et al.
2001). The ultimate goal of these organisations is to achieve efficiency and effectiveness of the
government through the introduction of market disciplines. These market disciplines forced the
public sector organisations to adopt result-oriented approach to financial management and it
provides a powerful domination tool for their resource management. In turn, this financial
management has become a tool for public sector managers to preserve and extend their power
base and influence or domination. According to Giddens (1976; 1979; 1984), the domination
dimension of social life includes facilities through which actors draw upon the structure in the
exercise of power. In a broad sense, power is considered as the ability to get things done and in a
narrower sense, it simply implies domination (Busco, 2009). Resources or facilities are the media
through which power is exercised. In this sense, management control systems are conceptualised
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as socially constructed resources which can be drawn upon in the exercise of power. In the
DHCS, management control systems are facilities that management at all levels uses to
coordinate and control other participants. Here, results control system is used as domination
modalities. As power is the ability to get things done, management of the DHCS uses results
control systems as authoritative resources.

According to Giddens (1976; 1979; 1984), authoritative resources are the domination of some
actors over others. In this sense the DHCS management use results control system as
authoritative resources. For example, accounting practice is an element of financial management
which is a powerful tool for authoritative resources. Accounting is an authoritative resource
enables managers to force others to comply with commands and to sanction deviant behaviour
(Lawrence et al. 1997). In the DHCS, it is evident that accounting and finance is the major driver
for achieving best results. Interview with the participants in the DHCS revealed that the control
over the total resources of the department was very hard as the accounting and finance was not
really a player in the past. Accounting and finance was previously a background issue but now
has become a front-line concern.. In the DHCS, new emphasis on accounting is evident. This is a
new structure of meaning for interaction. It involves operation of power or domination. In the
DHCS financial delegation is also an important tool in the exercise of power. Senior executives
of the DHCS use it to exercise power over the operating units. It is the power in a narrow sense
which dominates operating mangers (Pfeffer, 1981; Kakabadse, 1984). In the broad sense this
power is the authoritative resources which facilitate the transformative capacity of the action. The
DHCS management also uses the action control system as authoritative resource. Restrictive
practices framework and budget act as modality of domination structure.
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Traditionally public organisations were involved in providing services to the people. The
rationality is that all people should have access to these services. Resources should be available
to all according to need. In the public sector it was also observed that spending to the limit or
over the limit was common practice. Therefore, in a financial sense, the structure of legitimation
allowed spending without accountability (Lawrence and Doolin, 1997). However, NPM
initiatives have changed the scenario. In the DHCS, a new legitimation structure appeared in
response to the public sector reforms initiatives to challenge this traditional view of spending
without accountability. Figure 7.6 presents diagrammatically the structure, modality and
interaction of results and action control systems in the DHCS.
Figure: 7.6 Structuration framework of results and action control systems in the DHCS
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New organisational purposes required new systems of financial accountability. Under this new
system, managers are more accountable for their outputs. In the DHCS, new financial
accountability emerges and action control system acts as the modality of legitimation structure. In
the DHCS, it is evident that results and action control systems act as modalities of structuration in
all the three dimensions of social structure- signification, domination and legitimation. It shows
how managers and employees make sense of organisational events and activities.

In the DHCS, these management control systems are both the medium and the outcome of
interaction because in the organisational setting these control devices are constituted by human
agency and at the same time are also guided by them. Therefore, duality of structure is evident in
the DHCS’s management control systems. It means structure and agency exists in a recursive
relationship.

7.4

CONCLUSION

The purpose of this chapter was to understand how results and action control systems were
introduced in the researched organisation. It is evident that these control systems were
implemented in the DHCS as a response to meet the managerialist or corporate culture which
were adopted from the private sector. Evidence from the field showed that the DHCS introduced
these control system to illustrate the department’s commitment to efficiency, effectiveness and
accountability. It appears from the case that the adopted management control mechanisms forced
the department towards performance and results and it is a clear sign of adoption of new public
management practices. It is evident that the introduction of NPM ideals in the researched
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organisation has brought about formal and informal changes in their management practices. The
department ensures that the services and programs it provides are meeting the complex needs of
its clients at all ages and stages of their lives. These views support Lawrence and Alam’s (2000)
argument that reforms identified people’s need and offered a co-ordinated approach to service
provision.

The department has set business plans or operating plans for each business unit. It shows how
their operations contribute to the achievement of corporate goals. The department developed
strategic management incorporating strategic planning to assist the managers of the department to
manage better corporate objectives of their organisations. It was evident that the DHCS
management introduced strategic management in their organisation intended to help the
organisation to prosper in the new environment. The department has adopted program budgeting,
under which planned expenditure is allocated to programs. This practice is unique to the public
sector. To achieve the best result, the department promoted accrual accounting as a key
accounting technology. The department established a tight control system on financial delegation.
One of the most important achievements for the department is implementation of performance
measurement system. The department has implemented this control system on a modified basis
from the private sector. The department introduced rewards and punishment system in their
organisation. The department is committed to recognise and rewards employees for the
employees’ contribution towards the achievement of the Department’s objectives but does not
permit the inclusion of performance pay.

Interviews with the participants and organisational documents indicated that the DHCS has
adopted some of these management control tools in their organisation directly from the private
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sector. The department implemented some of tools in a modified form from the private sector and
some of the tools are the innovations and unique to the public sector. It is also argued that as a
public sector organisation, the DHCS is different from the private sector organisations on a
number of dimensions such as, diversity of goals and objectives, access to resources and the
nature of the organisation. Further, the traditional public sector employees may have values and
ethics that are different from the private sector employees. However, it is evident that the as a
new government department, the DHCS is committed to achieve economy, efficiency and
effectiveness- the major objectives of the public sector reforms agenda by introducing new public
management ideals within the organisation.

In this chapter Giddens’s structuration model was adopted to analyse the results and action
control systems of the DHCS and assumed that these control systems are the social construction
of reality. Thus the relationship between day-to-day social action and the dimension of social
structures were also identified. In this chapter it has also reported that results and action control
systems of the DHCS are the modalities of structuration and these control systems are both the
medium and the outcome of interaction because in the organisational setting these control devices
are constituted by human agency and at the same time are also guided by them. The next chapter
presents the informal control mechanism- the cultural control system which was implemented at
the researched organisation.
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CHAPTER EIGHT
MANAGEMENT CONTROL SYSTEMS IN THE DHCS – THE
CULTURAL CONTROL SYSTEM
8.1

INTRODUCTION

This chapter is the second of two chapters describing the management control systems at the
researched organisation. Management control systems consist of formal and informal control
systems. Informal management control systems include shared values, loyalties, organisational
culture, and norms about acceptable behaviour of managers and employees. In an organisation
informal controls are more important than formal controls (Hoque and Hopper, 1994; Abernethy
and Brownell, 1997; Lowe, 1998; Hussain and Hoque, 2002; Collier, 2005). In this chapter an
informal management control systems - the cultural control system of the researched organisation
is explored. It has been argued that organisational culture impacts on the efficacy of management
control system design and use (Scheytt et al. 2003). This chapter will identify how the private
sector informal management control technologies become embedded in a new financially and
managerially oriented public sector organisation.

Formal management control systems for example, results control system - is based on accounting
information and sometimes this control system may create a number of side effects. It may lead
to lack of goal congruence when employees try to achieve the performance targets in a way that
is not desirable for the organisation. Accounting information that is limited to the exercise of
control based on just outputs ignores the potential role of behaviour control (Abernethy and
Brownell, 1997; Hoque and James, 2000; Hoque, 2003). Lowe (1998) pointed out that the main
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justification for a control system within an organisation is built upon the relation between
information and behaviour. If the behaviour is not in accordance with the plan of action the plan
should be modified in some realistic manner. Merchant (1985) also claimed that a control system
can be defined to include all devices that help ensure the proper behaviour of people in the
organisation. Tannenbaum’s (1968) view has dominated the organisational theory. Tannenbaum
(1968) interpreted control as the sum of interpersonal influence relations in an organisation.
Czarniawska-Joerges (1988) observed organisational control within a social paradigm and found
that the purpose of control is always related to individual or group behaviour. CzarniawskaJoerges (1988) believed that desired action can be brought about by controlling the totality of a
person, or by influencing physical and/or psychological integrity.

Sunder (2002) argued that organisation is the game in which goal-seeking individuals play by
agreed-upon rules. Control in organisation includes rules, incentives, monitoring and
enforcement. Control can be achieved by having superiors watch and guide the actions of
subordinates. In an organisation all of these elements motivate the participants to behave in a
manner consistent with other participants expect of them. Sunder (2002) also claimed that in an
organisation culture shapes expectations, behaviour of the participants and reinforce the culture
of the group. Ouchi (1979) studied the mechanisms through which an organisation can be
managed so that it moves towards its objectives. Ouchi (1979) found that organisations vary in
the degree to which they are loosely or tightly coupled and organisations in the public sector fit
the requirements for cultural or clan forms of control.

Management control systems are the part of social and organisational control. Simons (1990)
defined management control systems as formalised procedures and systems that use information
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to maintain or alter patterns in organisational activity. Mahama (2006) identified the socialisation
aspect of management control systems which include values, attitudes, skills and knowledge that
promote goal congruence among organisational members. Ahrens and Chapman (2007) argued
that organisational members actively reconstitute their management control systems by drawing
on them as a shared resource. Alam and Nandan (2008) showed that organisational functions and
processes are directly related with the cultural and social setting. Ramirez (2001)observed that
organisations are heavily dependent on the cultural context in which they are embedded. Kimura
and Mourdoukoutas’s (2000) study showed that management control systems must be expanded
to managerial practices that cultivate employee cooperation and creativity in the discovery and
exploitation of new business opportunities.

In order to achieve the goals of the organisation, the DHCS has implemented various informal
control mechanisms. It has created a learning culture to support good practice, innovation within
the organisation. This chapter will identify how this culture has been shaped to achieve the goals
of the DHCS. Specifically, this chapter will seek answers to the following research question:
●

How have management control systems contributed to and shaped new
organisational culture within the researched organisation?

This chapter also explores the potential of structuration theory to explain the role of cultural
control systems in structuring social order in organisation. This chapter is organised as follows.
Section 8.2 discusses the cultural control system which is implemented in the subject
organisation. Section 8.3 concludes the chapter.
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8.2 CULTURAL CONTROL SYSTEM IN THE DHCS
Malmi and Brown (2008) argued that much management accounting research has studied
accounting-based control and this is typically focused on formal systems. There is still limited
understanding of the impact of other types of control such as cultural control. Schein (1997)
defined culture as the deep, basic assumptions and beliefs that are shared by organisational
members. Culture is not displayed on the surface; instead, it is hidden and often subconscious
(Clegg et al. 2005). Schein (1996) argued that understanding culture in organizations have value
only when they derive from observation of real behaviour in organisations. O’Reilly and
Chatman (1996) considered culture as a form of organisational control and defined it as a system
of shared values (that define what is important) and norms that define appropriate attitudes and
behaviours for organisational members (how to feel and behave).

Yoashwiener and Yoawari’ (1990) found a relationship between culture as an organisational
phenomenon and individual behaviour and motivation. Schein (1992) also observed that
organisational culture was linked with employee behaviour which is easier to observe. Reigle
(2001) argued that organisational culture influences organisation members’ perceptions,
behaviour and effectiveness. Improper or negative culture affects organisational performance and
employee behaviour (Ginevicius, 2006). Page et al. (2003) argued that negative culture has three
factors: weak organisational resource base, poor supervision and subordinates.

The Australian public sector is involved in strengthening the culture of continuous improvement
and trying to develop a culture that continually seeks to find better ways to achieve desired
results (Martin and Coventry, 1994; Core, 1995). The DHCS is also committed to building and
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sustaining an organisational culture. In line with these improvements the DHCS has established
a set of cultural control mechanisms which guides its member’s to strive for the highest standard.

Observations during fieldwork found that the DHCS had developed its values and culture in line
with new public management initiatives. The core values of organisational culture are reflected in
its operations. The department has given up old fashioned bureaucratic thinking and is committed
in utilising the energy of its human resources. The organisational culture of the department
recognises that employees have basic rights and supports subordinates’ participation in decisionmaking. Control systems in this organisation are based on trust in subordinates’ ability to
complete their task. The following quote illustrates this view:
We will value and acknowledge the diversity of our staff, and the significant
contribution they make to our workplace (DHCS, 2007 a).

The department believes that a committed and skilled workforce is essential for developing better
organisational culture within the organisation. In light of the new public management initiatives
and human resource management reform strategies in the Australian public sector, the department
has developed an efficient and effective cultural control system in the organisation. The objective
of this control mechanism is to develop and maintain a skilled and committed workforce through
the provision of a common package of attractive and competitive terms and conditions of
employment for its employees. The department is committed to change from the old public sector
values to NPM values among the workforce. This attitude is consistent with the findings
observed by Rondeaux (2006) that reforms changed both organisational and human resource
management.
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In accordance with the human resource reforms initiatives in the Australian public sector, the
DHCS has established equal employment opportunity and introduced performance management
systems for the evaluation of staff skills and work. During the financial year 2010-1011 the
department had 1227 employees. Its workforce had 80.5% who were female (CSD, 2010-2011a).
This trend reflects the department’s equal opportunity principle and can be compared with
Hofestede’s (1983) masculinity work-related societal value dimension of management control
systems. This attitude is also consistent with the findings of Dwyer et al.(2003) which revealed
there is an effect of gender diversity on the management control systems which is moderated by
the organisational culture in which it resides. The department developed culture to help staff
achieve desired levels of professional achievement. In its organisational commitment it has
mentioned that:
We aim to support the professionalism of staff members in terms of dedication,
accountability, skills, compassion, knowledge and ethical conduct (DHCS, 2007 a).

New public management initiatives forced public organisations to concentrate on people within
the organisation. It ensures learning environment and professional development. Public
organisations are now using a number of people control mechanism similar to the private
organisations. In an organisation people control mechanism provides three fundamental purposes.
First, it helps to make sure that each employee understands organisation’s expectations. Second,
it helps to make sure that each employee is capable to do a good job. The third purpose is to
make sure that each employee will engage in self monitoring

(Widener, 2004; Davilla, 2005;

Merchant and van der Stede; 2012). In line with the NPM initiatives, the DHCS built a
participative and consultative workplace where people want to work and stay in the organisation.
They provide staff with opportunities for professional development and support learning
environments. The following quote illustrate this view:
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We will maximise and maintain the Department’s human resource capacity. We will
support and provide opportunities to our staff and other personnel to provide a
responsive and responsible workforce (DHCS, 2007 a, p. 15).

The Organisational Services Unit of the DHCS provides strategic advice in relation to People
Management. This unit also prepares human resources planning and develops personnel control
systems within the organisation. To implement personnel control first it focuses on staffing the
organisation. It is the process by which the department satisfies their human resources needs. In
the department the strongest influences on culture formation are top management’s day-to-day
activities, interactions, sentiments and norms. The department has applied a wide range of
cultural control devices which are reflected within its operations. These devices are supported by
organisation-wide norms and values and shaped organisational culture within the organisation.
These are discussed next.

8.2.1 Code of Conduct
The DHCS takes different approaches to establish principles of organisational conduct. Most of
these documents are in written form. One of these is the Code of Conduct. Code of conduct is
considered as one of the most important elements of cultural control mechanism within the
department. The employees of the department are also guided by the Public Sector Management
Act 1994. This Act and the Standards governs the legislative framework, and values and
principles framework within which all employees work in the department. A mid level executive
(HB) explained:
There is a code of conduct throughout the department and there is also a code of
conduct in the Public Sector Management Act and they both mirror each other.

303

In general, employees interviewed for this study perceived that the department has adopted code
of conduct to build a strong organisational culture which includes new values, mission and vision
similar to the private sector within the organisation. For example, one interviewee (MS)
commented:
We have different division in our department and we came from different disciplines
also. For that reason our mental set up and cultural orientations are different. To unify
all of these views and establish a strong organisational culture the Department has
implemented a standard Code of Conduct which manifests the new values, mission,
and vision of the Department similar to the private sector.

The code of conduct is a written formal document for the department which includes mission,
vision, management philosophies, general statement of organisational values and commitment to
stakeholders. DHCS management uses it as a cultural control mechanism and the employees use
it as a guide to understand their desired behaviour. This observation is consistent with the
findings developed by Simons (1995) that mission statements, vision statements, credos and
statements of purpose are examples of belief systems which convey culture.

The Code of Conduct of the DHCS is designed to help employees make informed choices about
their behaviour and to communicate the department’s core values of honesty, respect,
confidentiality, professionalism and fairness. Code of conduct became integral to the legitimation
system for the members of the DHCS (Giddens, 1979; 1984). This legitimation structure is the
moral bindings and obligation of the public service. The employees are required to apply these
values and code of conduct to perform its all duties. It is evident that the department prepared its
code of conduct to build a participative and consultative workplace where people want to work
and stay in the organisation. As a leader of the organisation the CEO plays an important role in
this regard. It is the CEO’s responsibility to retain employees and provide supports to employees.
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This supports the findings of Borins (2002) that in the public sector, agency heads can create a
supportive climate by consulting staff.

It is evident that the department prepared its code of conduct to build a participative and
consultative workplace where people want to work and stay in the organisation. The DHCS
provides staff with opportunities for professional development and support learning
environments. Interviews with the staff indicated that in the line of the new public management
the department has established a strong organisational culture. However, this research observed
that working in some of the areas of the department is hard and people who are not able to cope
with this culture leave the organisation. The Organisational Services Unit of the DHCS
continuously provides strategic advice in relation to cultural orientation of the department. To
implement cultural control, it focuses on staffing the organisation. It is the process by which the
department satisfies their human resources needs. It is also the process through which attitudes
are changed. One of the most important functions of staffing consists of recruitment and selection
which is discussed next.

8.2.2 Recruitment and Selection
Malmi and Brown (2008) argued that the impact of culture on behaviour is institutionalised
through belief system. Organisations recruit individuals that have particular type of values which
match with those of the organisation. Recruitment and selection is a management control tool and
is a major cultural control mechanism in the DHCS. Recruitment activities help the department to
increase the pool of candidates that might be selected for a job. DHCS documents indicate that to
meet the demands of the economic rationality of the new public management the department
expanded their recruiting activities to build and retain a diverse workforce (DHCS, 2007a). This
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attitude is consistent with the findings observed by Lavigna (2002) within the US state
government of Wisconsin that the researched government department modernised its recruiting
activities. This reform has resulted in faster hiring, well-qualified job candidates, a more diverse
workforce, and better ways to reward and retain talent.

Documentary evidence from the DHCS also suggests that a person is recruited in the department
under the Pubic Sector Management Act. There are different types of recruitment in the
organisation. Recruitment may be internal to the Department or external. Organisational Services
Unit of the DHCS Provides strategic advice in relation to Recruitment matters. The department
completes ACT Public Service Request to Advertise Position form and forwards it to the Shared
Services Centre Recruitment Services. One of the junior staff (DL) of the department described
the selection process as follows:
Our selection process usually goes through internal advertising for a temporary
position or external advertising for people to apply that meet the selection criterion
and the basis is usually the key points actually required for a position. The positions
are created and advertised by the Department and the Shared Services process the
applications. A shared service is a new concept to the Department and to make the
selection process easier Shared Service is our partner who handles the processing side
of the selection process.

The shared services centre is a private sector concept. The idea of the shared service first
emerged in the private sector in the late 1980s. Since then it has been emulated by the public
sector (Walsh et al. 2008). Shared services functions have included professional knowledge based
services such as staffing, organisational development and communication functions (Ulrich,
1995). Shared services involve multiple agencies sharing common corporate service through a
dedicated shared service provider (Queensland Treasury, 2002). Field observations indicated that
the DHCS participated in the shared services arrangement for their administrative efficiencies.

306

This observation supports the findings of Walsh et al. (2008) that public sector in Australia has
moved to adopt shared services to facilitate a process of innovation and improvement in the
quality and cost-effectiveness of services. Recruitment and selection process in the DHCS is
presented in Figure 8.1.

Figure: 8.1 Recruitment and Selection Process in the DHCS

Organisational Service Unit Provides strategic advice
in relation to recruitment matters

Department Reviews duty statement
and selection criteria

Advertise position and forwards to
the Shared Services Centre

Collect applications

Forwards to departmental control
officer

Verifies educational and other
qualifications

Short lists applications and advice
applicants

Selection process- Selection Advisory Committee or Joint Selection
Committee
Source: Developed by the author from the DHCS Union Collective Agreement
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The department selects and hires those people who are most likely to perform well on the job. To
select the best candidates the department conducts merit selection process. According to the
Public Sector Management Act 1994 employment matters shall be exercised with merit principle.

Merit principle for recruitment and selection in the DHCS is consistent with the findings
observed by Colley (2001) that the merit principle is a foundation of new public sector
recruitment, and is the vehicle to overcome patronage and inefficiency. Mulgan (2000) argued
that in appointments to positions in private sector companies, shareholders and members of the
public at large are not concerned to see that individuals are appointed on grounds of merit rather
than through family influence or ties of friendship. In the DHCS, it is evident that as a public
organisation, the DHCS is accountable to the public. There is a continuous scrutiny and
monitoring from the media and public. According to the Public Sector Management Act all
positions in the department are opened up to external recruitment which is based on strictly
merits.

In the DHCS, senior executive service concept was introduced. According to this concept the
executives are now on contracts based on performance like the private sector. It is based on
notions that management functions are essentially similar across the public sector, and that the
personnel practices of the private sector are generally appropriate for the public sector (Mulgan,
2000). The main reason for adopting this private sector practice is to improve performance. The
DHCS hires efficient senior executives from local and overseas (CSD 2010-2011a, p. 104). This
idea is also similar to the findings observed by Mulgan (2000) that the public sector now
competes to attract and retain employees from a changing external labour market. Promotion
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criteria were changed from seniority to relative merit against key selection criterion, in order to
appoint the most efficient applicant.
Tenure is one of the most fundamental conventions of the career service concept. Based on his
experience one of the senior executives (HI) of the DHCS observed:
I remember when I joined the public service the notion of being a public servant was
that you were there forever. But the scenario has changed. We are all contracted now.
I am now on a five year contract and every year there is a performance review which
is a part of my contract.

The reason for adopting this type of contract is also to improve performance. This attitude is
consistent with the findings observed by (Webb, 2010) that public management reform initiatives
diluted the historical traditions of the public service including a tenured career, promotion based
upon qualifications and seniority, and united public employment terms and conditions.

Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. The Recruitment and selection process in the DHCS can be
viewed as the domination structure (Giddens, 1979; 1984). Management of the DHCS uses it to
allocate resources and exercise power to legitimate employment. In the department the newly
appointed staff perform duties and responsibilities assigned by the manager of each area. In
performing duties the new staff is required to comply with the duty statement and this is the basis
of performing his or her functions. The duty statement is considered a key tool for the cultural
control system within the Department. This Duty Statement is discussed next.
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8.2.3 Duty Statement
What is actually happening in public sector management is a new pragmatism. This new
pragmatism therefore might underpin better functional matching, allowing public managers to
select the sector for example, public, private, or not-for-profit that best undertakes activities to do
so (Malmi and Brown, 2008; O’Flynn, 2007). This is also evident in the DHCS. The managers of
the DHCS adopted many of their management tools from other sectors mainly from the private
sector.

According to Giddens (1976, 1979, 1984) to study the structure of society is like studying the
anatomy of the organism; to study its functions is like studying is the physiology of the
organisms. The duty statement is the physiology of the DHCS. Giddens’ structuration theory is
concerned with the relationship between the actions of agents and the structuring of social
systems in the production, reproduction and regulation of social order. In the DHCS, the role
played by actors and their interaction with the structure and social processes have been identified.
The duty statement in the DHCS can be viewed as the domination structure (Giddens, 1979;
1984).

The duty statement is considered as a management control tool used as a key cultural control
device within the DHCS. Organisational documents suggest that the duty statement provides
information regarding the job. It includes the position number, position classification or level of
the job. It is an outline of the department, business unit and the business area. It specifies the
duties and responsibilities that are to be performed for the job. The department tries to implement
their values, norms and beliefs by this statement. It is the allocative resources (Giddens, 1979;
1984) to the employees. It is the facility through which the managers of the DHCS draw upon the
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domination structure in the exercise of power (Giddens, 1979; 1984). In the first week the
supervisor discusses the duty statement and major tasks/roles with the new staff. According to
this statement the supervisor also discusses the duties and expectations within the workplace.
Organisational documents revealed that the duty statement is kept up-to-date to reflect the profile
of the position and it is placed on employees to ensure they reach required benchmarks in the
performance of their functions. To ensure effective control, updating the duty statement is done
in consultation between the Manager, occupant of the position and the Human Resources Section
of the department. In addition to the duty statement employee training and development is an
important resource to develop culture within the Department which is discussed next.

8.2.4 Training and Development
Public sector employees have a commitment to social development and the pursuit of the public
interest (Sinclair, 1991). Parker and Bradley (2000) argued that public sector employees may
have values and motives that are different from private sector employees. Parker and Bradley
(2000) further argued that public sector organisations can adopt cultural characteristics generally
associated with private sector organisations. This is evident in the DHCS. According to the new
public management initiatives and the ACT Public Sector Learning and Development Framework
the Department is committed to providing quality learning and development to its employees.
The DHCS has adopted private sector cultural devices - for example, group rewards, performance
management, and social arrangements etc. to develop their staff. In this thesis it has been
observed that the DHCS has implemented management control tools prompted by various public
sector reforms initiatives linked to new public management. Structuration theory is used in this
thesis to understand how these control tools are implicated in the wider organisational context of
the researched organisation.
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It can be viewed as domination structure (Giddens, 1979; 1984). Domination concerns a social
system’s capacity to achieve outcomes. The DHCS provides these allocative resources to its
employees to achieve the goals of the organisation. To attain the economic rationality of the
NPM the DHCS has a strong commitment to workforce development and to build an
organisational culture with high professional and ethical standards. To maintain this commitment,
the department created Learning and Community Education Unit. The responsibility of this unit
is to integrate learning and development across the department. In addition to this unit every
business unit of the department has established its own training group. The department conducts
training session with the help of Learning and Development Unit. This was evidenced in
comments such as:
We have a very substantial training program. Part of our organisation is called
Learning and Community Education and it runs the training program for the whole
Department. But within the division we have training groups. All the staff in the
division put their efforts into this area to develop the skills that we need and then we
look at what the staff say and they need for training. We look at one of the
organisational needs and then we identify a body of training that is needed to be done
that meets both our business needs and staff needs and then working with Learning
and Community Education we put together a program of training each year which is
really successful (Interviewee SM).

Malmi and Brown (2008) argued that training is an important cultural control mechanism which
can be seen as a way of managing organisational culture. The objective of workforce
development and training that is delivered in the DHCS is to educate people with the
organisational culture. It provides high level strategic human resource advice and high quality
human resource services and support to the executives, management and staff of the DHCS. It is
revealed that the DHCS provides learning and development environment for its new employees.
The objective of this initiative is to present the culture of the organisation and the new ethos of
the public sector to the new employees.
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Field observations for the present research showed that in addition to internal training, the
department encourages its employees to attend external training opportunities also. The
employees of this department can undertake study assistance program. From 2006-2007 the
department offered its staff to undertake external study through its Study Bank Policy. The
continuing support for leave for education and training at universities under the ‘Study Bank’
provisions is an example of Australian public sector leadership in the development of people
(Martin and Coventry, 1994). Under this program employees can continue their study. A copy of
Professional Development Plan of the Department is attached in Appendix VIII. To develop an
effective workforce in addition to training and development, the department has developed
communication and consultation culture within the organisation. The department has developed
communication and consultation culture under which managers and employees can communicate
and reinforce values, norms and sentiments that is important to the organisation. It is discussed
next.

8.2.5 Communication and Consultation
The department has created a culture of effective consultation and employee participation in
decision process. This control mechanism has played a major role in the organisational culture of
the DHCS. Interviews and examination of the organisational documents supports that it has both
communicative and constructive roles in the business of the DHCS. For example, every
individual throughout the organisation is given an opportunity to take part in the planning
process. It helped to improve communication through mutual exchange of ideas and experiences.
This attitude is consistent with the findings of Maddock (2002), Farnham et al. (2003) and Brown
et al. (2003) that public management and new forms of human resource management have
produced involvement with individual elements in the decision-making process.
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Documentary evidence suggests that the Dhcs provides relevant information to assist the
employees and the unions to understand the reasons for the proposed changes and the likely
impact of these changes so that the employees and the unions are able to contribute to the
decision making process (DHCS, 2007 c). The department’s general practice is that if any dispute
about the employment arises the employee notifies it to the supervisor or manager. If it is still
unsolved then the relevant employee or the employee representative discusses the matter with
management.

In addition to communication and consultation, the department developed occupational health
and safety as a cultural control system within the organisation which is discussed next.

8.2.6 Occupational Health and Safety
Occupational health and safety measure is another cultural control system within the
organisation. In the line of the reforms initiatives in the Australian public sector the department is
committed to promoting, achieving and maintaining all reasonable steps and precautions to
provide a healthy, safe and secure workplace for its employees. This finding supports the
observation of Robson et al. (2007) that a variety of occupational health and safety management
systems based standards, guidelines and audits have been developed within the new public sector
worldwide.

In the DHCS, health and safety measures demonstrate through its signatory to the ACT
Government Workplace Injury Prevention Policy Statement. The department has also a separate
Injury Prevention and Management Unit and it provides a range of services to the Department.
The department is actively involved to achieve the targets and performing key activities of its
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Occupational Health and Safety Strategic Plan and the ACT Public Sector Workplace Health
Strategic Plan. In addition to occupational health and safety measures under the Health and
Safety Act the Department has introduced Employee Assistance Program which is discussed
next.

8.2.7 Employee Assistance Program
One of the reform initiatives in the Australian public sector is consistent with the requirement for
industrial democracy in the workplace. In that provision a consultative structure is to be
implemented in organisations. The major issue addressed under the new structure was that of
stress in the workplace (Martin and Coventry, 1994). According to these initiatives and in line
with NPM the department has introduced the Employee Assistance Program. New public
management introduced this new form of human resource management that operates as an early
intervention program in the workplace. It provides independent, confidential and professional
counseling services. In the DHCS, this program is designed to address and improve employees’
personal life and work performance which is adversely affected by personal or work-related
problems. This finding is consistent with the results observed by Arthur (2000) that employee
assistance programs increasingly provide benefits to reduce the effects of ‘stress’ on individuals
and organisations; provide a ‘management tool’ to improve workplace performance and
productivity; and respond to critical incidents.

The old bureaucratic tradition of public management dealt with a collective form of employee
assistance. However, new public management led to a shift from collective assistance to
individual needs (Farnham et al. 2003). The introduction of this new management approach in the
public sector is to promote a culture of industrial democracy in the workplace. This is evident in
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the DHCS. The DHCS established a consultative structure that solve individual needs and this
program includes communication and interpersonal problems, emotional, marital or family and
relationship difficulties, alcohol or substance abuse, career planning and stress management and
financial and lifestyle worries. In such situations the staff member could benefit from this
counseling. The DHCS Policy Statement stipulates that: ‘Department of Disability, Housing and
Community Services recognises its responsibility to assist staff during these periods, and is
committed to providing appropriate guidance, assistance and counseling’. The department
strongly supports the use of this program and encourages self-referral. This program has
developed as a valuable resource in cases of declining work performance, where personal
problems or issues may be contributing factors.

In addition to the employee assistance program, the DHCS has developed a work-life balance
culture. It recognises the need to provide sufficient support and flexibility in the workplace to
assist employees achieve balance between work and lifestyle.

8.2.8 Work Life Balance
The DHCS developed a culture of flexible working arrangements which is helping employees
changing their hours of work suited to their situations, job sharing and home based work.
Organisational documents suggest that the DHCS uses this control mechanism to recognise the
needs of its staff to balance work, family and other personal commitments. It provides a
framework to assist managers and staff with the negotiation, implementation and review of
flexible work options (DHCS, 2006 e). This attitude supports the findings observed by Perrons
(2003) that flexible working patterns and home working are compatible with a work-life balance
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and neither of which affected the volume of work. It is the allocative resources which the
managers of the DHCS provide to its employees in the form of command over objects.

The work life balance is considered as a major management control tool and used as a key
cultural control device within the DHCS. It can be viewed as the allocative resources (Giddens,
1979; 1984) in the DHCS. Most of the employees interviewed believed that the DHCS has
established work-life balance culture to ensure a supportive workplace culture, along with a
healthy and resilient work team, which contributes significantly to a productive work
environment. In the DHCS, the role played by actors and their interaction with the structure and
social processes have been identified.

Interview with staff members at top management level revealed that management had adopted
this mechanism to change the mindset of the employees. Organisational documents show that the
department has developed a Six-Step Framework for managers to implement a work-life balance
control mechanism within the organisation (see in Figure 8.2). This practice differs from the
private sector. These control mechanisms make the employees aware about operational
requirements and enable them to assess what needs to be changed or improved; when negotiating
flexibility, employees can identify the advantages to the work team/unit as well (DHCS, 2006, f;
g).
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Figure: 8.2 Work Life Balance in the DHCS
Managers create a culture supportive of work/life
balance

Managers balance workplace and individual needs

Managers consider the short and long-term impacts
on the organisation

Managers inform and support individuals

Managers implement and sustain flexible
arrangements

Managers monitor progress at both the work and
individual level
Source: Developed by the author from the DHCS Work Life Balance: Managers’
Guidelines.

In addition to work life balance program the DHCS has created an organisational culture that it
recognises and encourages the contribution of people from diverse backgrounds, experiences and
skills that make the workplace better.

318

8.2.9 Workplace Diversity
Workplace diversity is another cultural control mechanism of the department. The objective of
implementing this mechanism is to create an organisational culture that is inclusive, respectful
and responsive to staff and its clients. Evidence from the field and organisational documents
support the view that the department has created a culture where there is no discrimination in
gender, cultural background, physical and intellectual abilities, age, sexual orientation, religion,
education and family circumstances (DHCS, 2005-2006). This control mechanism protects
inappropriate behaviour which is against the spirit of diversity, such as workplace harassment.
This attitude is consistent with the findings observed by Lorbiecki and Jack (2000) and
Ivancevich and Gilbert (2000) that diversity management diminishes the legacy of discrimination
in the workplace.

It is evident from the organisation’s documents that the department’s commitment to workplace
diversity is communicated through a range of sources, which includes advertising of vacancies,
the recruitment process, the induction program, workplace diversity training programs and the
workplace diversity contact officers’ network group (DHCS, 2005-2006). This control system
guides the staff to comply with the legislation at all times. The CEO of the department also has
some responsibilities in this regard. The CEO sets the example for all staff and demonstrates a
commitment to equity and diversity in the workplace and the department is obligated to create an
inclusive workplace where the strengths, talents, and contribution of all staff is utilised and
valued. To implement a congenial workplace culture in addition to workplace diversity, the
department has a policy of performance management. It helps to transmit culture by improving
the performance of employees throughout the organisation, as discussed next.
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8.2.10 Performance Management
Kareeman and Alvesson (2004) observed that people nowadays live and work under constant
performance evaluation. Performance management is important not only for the effectiveness of
strategic planning but also for modernization and public services reforms generally (Joyce, 2007;
Anderson, 2008). McCann (2001) pointed out that a firmly established performance culture in the
Australian public sector has emerged and the basic notion – a public sector driven to perform has become an integral part of everything. In the DHCS, it is evident that performance reviews
and staff appraisal were introduced in the line of the new public management.

The DHCS designed cultural control systems across all its units to fit organisational basic needs,
core values, and strategic goals. To assist managers and staff in implementing performance
management, the department developed its Guide to Performance Management. This was clear
from the comments made by the Chief Executive of the department:
The Introduction of a Performance Management Program in the Department of
Disability, Housing and Community Services is an integral step to ensure that we
meet our strategic goals and performance measures. I strongly support the
introduction of the program as I believe that employees have the right to receive
regular feedback on their performance and to understand how their work helps the
Department to achieve its strategic goals and ensure the ongoing development of staff
(DHCS, 2007 i).

DHCS documents show that according to these guideline, a key driver in implementing the
performance management program is to encourage managers/supervisors to talk to staff in a more
formal process to ensure ongoing communication, expectations, development and the alignment
of individual goals with departmental goals and performance measures (DHCS, 2007 i). The
performance management program of the DHCS is intertwined with the legitimation structure.
Legitimation involves the moral constitution of the interaction (Giddens, 1979; 1984). In the
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DHCS, this legitimation structure is mediated through normative values and ideals about approve
and disapprove behavoiur.

It is evident that performance management is addressed in the DHCS’s as performance culture.
The benefits and goals of performance management in the DHCS are:
●

the ability for employees to develop a clear picture of the employees’ role and purpose
within the Agency;

●

establishment of improved communication between employees, supervisors and
managers; and

●

skills and potential of employees are able to be explored and developed (DHCS,2007 c).

The department claims that their performance management program benefits the business
because it has clear definition of roles and responsibilities and improves staff communication
(DHCS, 2007i). It also focuses on achieving business goals. Evidence from the field and
organisational documents suggests that in the line of the new public management the Department
is trying to establish a performance oriented culture that focuses on outcomes as well as process.
One of the senior executives of the Department (HI) elaborated:
We have established a performance oriented culture and put emphasis on the application
of performance management system. This program is based on results and designed to
improve transparency in a new public sector environment. Basically this system focuses
on strategies and activities of the Department with the individual responsibilities. We are
at the initial stage in implementing this tool and struggling a lot.

The operation of this performance management program in the DHCS includes five steps
(presented in Figure 8.3). This practice is different from the private sector.

321

Figure: 8.3 Performance Management Program in the DHCS
Development of the Work Area action Plan

Development of an individual work plan

Agreement on relevant skills

Development of an individual learning plan

Regular review of performance

Source: Developed by the author from the DHCS Union Collective Agreement

One of the senior executives (MD) of the department made the distinction of performance
between private and public sector and highlighted the fact that traditionally this practice would
not occur in the private sector. He commented:
If you compare performance between private and public sector, within the private
sector one of the goals is to achieve a profit for the organisation, which they might
allow to share profits across the management and staff team. In the public sector our
goal is to be efficient and effective with public money and that is the challenge.

At step three the skills, knowledge and behaviour needed to carry out the responsibilities of the
position and to work effectively with others are also identified. Then staff are required to identify
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the area where improvement is needed and records it in the Individual Learning Agreement.
Finally a meeting is conducted between the supervisor and the staff and a performance review
document is prepared. A copy of performance review agreement is attached in Appendix V.

Under the performance management program of the DHCS, formal feedback takes place at least
every six months, conducted usually in May/June and November/December (A copy of feedback
on performance is provided in Appendix VI). This formal feedback ensures that progress against
the plan is acknowledged and recorded and plans are still realistic and reflect changes in
directions and priorities. If any training and development activities are needed, it is carried out
according to this feed back. It is evident that in addition to formal feed back there are also
informal feedback systems in the department. This informal feedback is conducted to ensure that
the progress is satisfactory. It also identifies the areas where improvement may be necessary.
Evidence from the field shows that the Department always recognises and acknowledges good
performance. However, poor performance is addressed early and not left until the formal
feedback session. The relevant area manager offers advice and support to the employee to
overcome unsatisfactory work performance.

A review of organisational documentation suggests that the DHCS also developed an action plan
for poor performance of employees. If the manager considers that an employee’s work is not
satisfactory, the manager discusses his/her concerns with the employee. If the problem continues,
the manager informs the employee in writing the assessment and prepares an action plan. This
action plan is developed in consultation with the employees. The department identified the
possible causes of poor performance and also developed possible solutions for poor performance
(see in Table 8.1). This practice is also different from the private sector where staff are simply
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terminated for poor performance. In the DHCS there are different alternatives to implement this
program and are more flexible than the private sector.

Table 8.1 Causes of unsatisfactory performance and probable solutions
Cause of poor performance
Employee has personal
problems, family illness,
financial problems etc.

Possible Solutions
Meet with the employee and establish if there are any problems.
Suggest employee should meet with the Employee Assistance
Program (EAP) provider. Employer may be able to offer
alternate work arrangements to assist the employee during a
difficult period.
Establish standards, expectations and/or objectives.

Employee doesn’t know what
is expected
Employee doesn’t know how
Arrange for training. Look into the availability of reference
to do what is expected
materials and other aids.
Employee knows how to do
Provide practice
what is expected but is ‘out of
practice’
Employee doesn’t get
Establish some means of giving timely feedback. This could be
feedback about the level and
through periodic discussions with the employee or regular
the quality of actual
meetings of all staff.
performance
Expected performance is
Remove or reduce the inhibiting factors to correct performance.
difficult, ‘punishing’, or in
Try to make good performance be seen as important.
some way less desirable for
the employee
Something in the work
Determine the source of interference by looking at priorities,
environment interferes with
time expectations, mix of duties, physical environment,
performance
compatibility with other workers or availability of resources.
Performing below
Be sure expectations are known and the consequences for not
expectations is easier,
performing up to expectations are also known (effect on future
‘rewarding’, or in some way
performance appraisals, employee’s displeasure interference
more desirable for the
with others’ work). See if the performance as expected can be
employee
made less difficult or more rewarding.
Source: DHCS (2007i), Guide to Performance Management

In terms of performance, the DHCS has developed management control systems. The department
rewards good performance or punishes poor performance. The elements of punishment as a
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management control device may be by way of demotion, supervisor disapproval, and failure to
get rewards earned by peers; only in extreme circumstances is an employee punished with loss of
job (Merchant and Van der Stede, 2012). In the DHCS, during the action plan period, the
manager assesses staff on a regular basis. At the end of the action plan period, if the manager’s
assessment of the employee is satisfactory, no further action is taken. If the performance is
unsatisfactory, the Chief Executive takes action. It may be in the form of transfer to other duties,
below current salary, deferral of increment, reduction in increment point, temporary or permanent
reduction in classification and salary, or final termination of employment (DHCS, 2007 i). This
practice is similar to the private sector.

A vital element of Australian Public Sector reform initiatives is managing for results. The
Australian public sector now focuses on results, outcomes and performance (Keating, 1993;
English, 2002; Bevir et al. 2003; Hoque, 2008). A concern for results logically implies review
from time to time of results achieved - in other words, it requires some attention to evaluation
(Barrett et al. 1994). In line with these reform initiatives, the DHCS has developed performance
culture within the organisation. Evidence from the field suggests that for poor performance, there
is punishment system but no performance-based cash reward for good work. It is the common
practice in the ACT Public Sector. To motivate people, the department has established group
rewards and a recognition system. This is discussed in the next subsection.

8.2.11 Group Rewards and Recognition
In a participatory organisation, groups and teams are empowered. Groups and teams provide a
forum for making decisions, sharing information, improving functional coordination, building
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trust, and smoothing interpersonal relations. It creates vital links between different individuals,
functions, departments, and levels of the organisation (Hellriegel and Slocum, 1991).

Group rewards and recognition is considered as a management control tool and used as a key
cultural control device within the DHCS. Giddens’ structuration theory is concerned with the
relationship between the actions of agents and the structuring of social systems in the production,
reproduction and regulation of social order. According to Giddens (1976, 1979, 1984) group
rewards and recognition is the allocative resources in the DHCS. The DHCS promotes groups
and teams and this linking is evident at the various levels in the DHCS. The following quote
illustrates this view:
We will provide organisational systems, practices, procedures and policies which
encourage staff to perform at their highest level in an effective team environment
(DHCS, 2007 a).

This finding supports the arguments of Chenhall and Langfield-Smith (2003) that team-based
structures enhance employee enthusiasm to work towards sustaining strategic change. In the
DHCS there are formal groups whose purpose and tasks are directly related to the attainment of
organisational objectives. Special purpose teams are also established within the department to
handle special situation. Observations during fieldwork revealed that the department developed
group-based rewards and recognition for its groups and teams. It is evident that to encourage the
groups or teams, the DHCS has introduced Chief Executive Awards for Excellence and
Certificates of Commendation. This indicates the implementing of private sector culture in the
public sector.
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Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. Recognition and rewards are the allocative resources (Giddens,
1979; 1984) which the DHCS provides to its members. Many of the staff interviewed conveyed
views similar to the following, expressed by a mid-level executive (HB) of DHCS:
We have celebrations within outcomes such as the Chief Executive Awards and it’s
done to reward groups who have performed good jobs. The Department established
this type of rewards to promote private sector performance culture throughout the
organisation. It is a recognition which increases the morale of the employees also.

This finding is consistent with the results reported by O’Reilly and Chatman (1996) and Malmi
and Brown (2008) that organisations provide group rewards to retain employees and encourage
cultural control. This reward is given in the form of non-monetary incentives. A junior staff (DL)
of Finance and Budget Division elaborated this view:
I think management may provide some financial incentives. For example, in our
division at the end of the financial year we all go out for a congratulatory lunch or
something like that. But that’s not really an incentive it’s more of a moral thing than
anything else. We have Chief Executive Awards but the rewards side of monetary
based benefits is not there. It’s more of an in lieu arrangement and we are recognised
for our hard work in getting something done.
The reason behind introducing Chief Executive Awards is to build effective teams within the
department and to increase employee morale also. It has also been observed that the department
participates in the Commissioner for Public Administration Awards. It recognises high
achievement in the ACT Public Service and they showcase the quality and dedication of ACT
Public Service employees. To build an effective team the department has not only provided
different facilities for its staff but also has developed some disciplinary strategies for misconduct.
This is discussed next.
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8.2.12 Misconduct and Discipline
Blonder (2010) argued that misconduct concerns non compliant, wasteful or illegal activities
within the organisation. To ensure effective cultural control, the DHCS developed procedures for
managing misconduct or alleged misconduct by an employee. Evidence from the filed identified
how the department encouraged the practical and expeditious resolution of misconduct issues in
the workplace similar to the private sector. Management of the DHCS uses this control tool and
draw upon the domination structure (Giddens, 1979; 1984) in the exercise of power.
New public management claims to use modern human resource management and asserts that
employees of the public organisation will work for the interests of the public as well as for the
interests of the large majority of people working in the public sector. Public servants are expected
to follow the Public Sector Management Act. Misconduct happens if the employee fails to meet
the obligations set out in the Public Sector Management Act. Interviews with the participants in
DHCS indicated that sometimes this created problems. According to the Act, every member of
the public service will perform to the best interest of the public. Meanwhile, their performance is
measured in terms of private sector practices.

It is considered a misconduct if the employee engages in behaviour or action that has or is likely
to bring the department or the ACT Public Service into disrepute. If the employee returns to duty
after a period of unauthorised absence and does not offer a satisfactory reason on return to work,
this may be considered a misconduct (DHCS, 2007 c). This behaviour is consistent with the
findings observed by Werbel and Balkin (2010) that cultural attitudes and style of
communication may affect reports of unethical behaviour by employees.
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The department has developed a code of conduct and established management control systems in
relation to misconduct. If misconduct is alleged in the department, the manager/supervisor
gathers sufficient information about it. After considering the gathered information, if it is found
that the alleged misconduct has not occurred or is not sufficiently serious for further
investigation, the manager or supervisor informs the employee concerned that no disciplinary
action will be taken and an investigation is not necessary. However, if it is found that misconduct
has occurred, but the matter can be resolved informally, then the manager or supervisor discusses
it with the employee.
In the investigation if it is found that serious misconduct has occurred which is against the
organisational culture the Chief Executive considers disciplinary actions. From DHCS
documentary records, this researcher found that these actions may be counseling of the employee,
a written admonishment, a first or final written warning, a financial penalty, transfer to other
duties at or below current salary, deferral of increment, reduction in increment point, a temporary
or permanent reduction in classification/salary, and finally termination of employment (DHCS,
2007 c). In addition to misconduct and discipline the department may transfer its employees
internally or outside the organisation.

8.2.13 Transfer of Employees or Job rotation
Job rotation or transfer is another management control tool of the DHCS. It is evident from the
field that the department uses it as a cultural control device to develop employees’ skills learning.
This attitude is consistent with the findings observed by Azizi et al. (2010) that job rotation is a
management control tool that aims to exploit the effect of rotation intervals on the worker’s skill
learning.
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The department encourages its staff to transfer from one unit to others within or outside the
organisation for effective communication and socialisation purposes. It is an allocative resource
(Giddens, 1979; 1984) which can be viewed as the command over objects, goods and other
material phenomena. Managers in the DHCS use it to legitimate the employment. One participant
(WP) of the organisation observed:
Largely people who work in this organisation might have social and psychological
work. So, they are more of a cross-section of one way or the other. In this sense it is
the management’s responsibility to ensure the operation of the organisation.

One interviewee (HI) highlighted the fact that traditionally this practice occurs in the private
sector. He described the situation as follows:
We transfer staff amongst the various sections of our organisation. The whole system
I think is also something that is borrowed from the private sector. Moving people
around allows us to break the barriers down much better. If we had someone working
in the division and then they come and work in another area the communication gets
much better. We have a deliberate policy of moving staff around.

This view is consistent with the findings of Noblet et al. (2006) that employee outcomes within
an Australian public sector organisation that had, under NPM, implemented a variety of practices
traditional found in the private sector.

Reflecting on his experience one of the senior executives (MD) of the Housing Division of the
DHCS remarked:
We have a focus on the internal rotation for skill learning. I myself came over from
the office of children, youth and family support. So my background is not in housing
but I was transferred at a senior manager level. My background was in youth and
justice and I was given the opportunity to rotate over to Housing to do tenancy
management and subsequently I have been given the opportunity to act at an
executive level for 12 months.
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This finding is consistent with the result observed by Campion et al. (1994) that job rotation may
be a pro-active means of enhancing the value of work experience for career development.

Sometimes transfers of officers and employees are made between administrative units also. In
this situation transfers require commissioner’s approval. This practice is not observed in the
private sector. If the commissioner assumes that it is necessary in the interests of the efficient
administration of the service to transfer an officer temporarily from one administrative unit to
another, the commissioner gives direction regarding the transfer. Staff members at all levels of
the department expressed similar views to the following:
There are some terms that are interdepartmental transfers and we actually encourage
them if we think there is an opportunity for a person to develop. We actively
encourage staff to think about other areas they might wish to work in and we like to
support them. We don’t have a formal program for it but we do encourage them
(Interviewee FL).

Particularly if someone is going away on leave or other reasons we actively look at
one of those cross pollination type of things. We ask is it worthwhile getting
somebody from that area which may be within the ACT or maybe be in the DHCS.
We have to work in that role knowing that on return it will enhance their capability in
their role. So the cross pollination thing is very important (Interviewee WA).

The same view was expressed by one of the senior executives (CB) of the department. She
commented:
If you have a protection worker and it’s very hard to do that job for more than 18
months to 2 years. Then we have a number of other areas in the department where
they can move to. There is also a more central service where people can go. A lot of
people will come into the department to work in those really difficult areas and then
move into other areas in the department. What we want to do is really encourage
cross fertilization across all areas of the department.
Another socialisation process developed by the DHCS for its employees is arranging different
types of social arrangement. That is discussed in the next subsection.
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8.2.14 Social arrangements
The Department provides different social arrangements to its staff and these arrangements shape
organisational culture within the organisation. The DHCS has established a systematic process in
which socialisation is improved and the department brings its staff into its culture. Under these
social arrangements staff learns the beliefs and values held by the department. This observation is
consistent with Ouchi’s (1979) view that individuals are exposed to a socialisation process that
instils in them a set of skills and values. Sometimes the Department makes informal attempts to
mold new employees and they can accept certain desired attitudes and be able to find out the
ways of dealing with others and their job. It can be viewed as the facilities which management
provides to achieve outcomes.

During the fieldwork this researcher observed various business units of the department holding
informal gatherings such as morning teas or birthday celebrations. ‘Happy Hour’ was also an
event instituted as part of the socialisation program of the DHCS in which business units
welcome their new executives and staff. This type of arrangements creates emotional ties among
group members. This finding supports the argument of Malmi and Brown (2008) that the
socialisation process may relate to groups within an organisation that form some other kind of
boundary, such as an organisational unit or division. This type of control works by establishing
values and beliefs through the ceremonies and rituals of the groups. The DHCS encourages this
type of informal arrangements to control its employees culturally. This finding is also consistent
with the results observed by Alvesson and Karreman (2004) that when individuals are socialised
they change their individual values to fit with organisational values.
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To strengthen the social bonding among staff the department formed a social club which has a
formal committee. The objective of the DHCS Social Club is to organise fitness and sporting
activities that encourage employees’ fitness and well-being (DHCS, 2007-2008 a, p. 91). The
department organises these types of arrangements to maintain harmony in a group and to foster a
strong corporate culture and in turn this ensures a participative and consultative workplace.

In addition to social arrangement, staff separation feedback is an important cultural control
device for the department, which is discussed next.

8.2.15 Staff Separation
In the DHCS, staff separation is used as an important cultural control mechanism. This control
mechanism is unique to the public sector and not normally used in the private sector. Staff
separation occurs when a staff member leaves the department. A review of organisational
documentation revealed that it occurs in situations of transfer, resignation, retirement,
retrenchment, dismissal and the expiry of temporary employment contracts. The DHCS has
developed a system for gathering information relating to the reasons why staff chooses to leave.
One of the senior executives (CB) of the department observed:
This mechanism provides valuable feedback for management improvement in the DHCS.
The department analyses the findings and it is used for the development of effective staff
retention strategies. According to the findings the department develops its workforce
planning which is used for attracting new staff and improving existing working
conditions.

Staff Separation is a formal process in the DHCS which works as a two-stage process. In the first
stage, leaving staff is offered an exit interview and the second stage provides an Exit Survey.
These processes are voluntary but managers strongly encourage the support staff to attend an
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interview and provide feedback. In the first stage, managers of the related area conduct short
face-to-face exit interviews with the leaving staff. Managers discuss the interview findings in
their management meetings and make necessary recommendations for future development. If the
Human Resource Team conducts an exit interview, the information is discussed with the director
of the area. Next the directors discuss the issues at the Board of Management and find the trends
or gaps in the service. In the second stage, the leaving staff are requested to complete a staff
separation survey. The Human Resources Team collects the survey questionnaires and enters the
data into a database program for analysis and reporting. The Board of Management identifies
trends, recognise gaps in service and make recommendations for working conditions, retention
strategies and workforce planning.

In this chapter different cultural control mechanisms of the DHCS have been presented. It is
evident, both from documents and interviews that in the DHCS these control devices were
implemented prompted by the NPM initiatives introduced by both the Australian Capital
Territory government and the Australian Commonwealth government. It has been argued that
public sector employees are more motivated by some behavioral issues - for example, job
contentment, recognition, self-development and the chance to learn new things (Karl and Sutton,
1998; Kloot and Martin, 2007, Buelens and Broeck, 2007). Abernethy and Brownell (1997)
argued that accounting information is limited to the exercise of control based on just outputs
ignores its potential role as a form of behavior control. They further argued that cultural and
personnel forms of control contribute to the organisational effectiveness. In this sense cultural
control mechanism can be effective in the DHCS. Again, management control has primarily been
developed in an accounting-based framework which has been unnecessarily restrictive (Otley et
al.1995). In the public sector, market based mechanisms are absent and the accounting based
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control mechanism will not work properly. In this sense it is also argued that cultural control
system can be effective and the best control mechanism in the DHCS.

Structuration theory is a sensitising device to help understand better in which cultural control
system is implicated in the wider organisational setting of the DHCS. Here it is argued that the
cultural control system acts as a modality of domination and legitimation structure in the DHCS.
These modalities are the means by which these structures are translated into actions. Structuration
theory is concerned with understanding the relationship between the activities of knowledgeable
human actors and the structuring of social systems (Giddens, 1976, 1979; 1984 and Giddens et al.
2011). According to Giddens (1979; 1984) the domination dimension of social life is the capacity
of social system to achieve outcomes and to produce power. Craib (1992) pointed out that
material resources are a necessary condition for the exercise of power. In this chapter, it is argued
that in the DHCS, the cultural control system is the facility that management at all levels uses as
power to coordinate and control other participants. Here, cultural control system acts as a
domination modality. In the DHCS, the cultural control system is involved in relations of
domination and power as power is the ability to get things done, management of the DHCS uses
its cultural control system to provide facilities in the form of recruitment and selection, training
and development, work life balance, group-based rewards and recognition, social arrangement,
job rotation etc. According to Giddens (1979; 1984) domination structure is intertwined with
legitimation structure. Management of the DHCS uses their power to legitimate the employment
of the organisation’s allocative resources in the interests of employees. These are the material
phenomena which the DHCS provides to its members to exercise power.
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Giddens’ structuration theory is concerned with the relationship between the actions of agents
and the structuring of social systems in the production, reproduction and regulation of social
order. In the DHCS, the role played by actors and their interaction with the structure and social
processes have been identified. Legitimation structure involves the moral constitution of
interaction and this structure is mediated through norms and moral codes. In the DHCS, the
legitimation structure is the moral obligation of the public service. The DHCS developed morale
or code of conduct which is designed to help employees make informed choices about their
behaviour and to communicate the department’s core values of honesty, respect, confidentiality,
professionalism and fairness. Employees of the DHCS apply these values in performing their
duties. The cultural control system became integral to the legitimation system of the DHCS
(Giddens, 1979; 1984). In the DHCS, it consists of the normative rules and moral obligations of
the social system. The cultural control system in the DHCS acts as a modality of structuration. It
identifies a set of values and ideals on which to approve and disapprove behaviour. The elements
of this control system are: code of conduct, performance management, misconduct and discipline
etc. These elements create an ethos derived from the new public management initiatives. The
DHCS has developed this morality through the sharing of common meanings, values, norms and
rituals by implementing new public management ideals within the organisation. Management
uses it to perform its functions and the employees use it as a guide to understand their desired
behaviour. Figure 8.4 presents diagrammatically the structure, modality and interaction of
cultural control system in the DHCS.
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Figure: 8.4 Structuration framework of cultural control system in the DHCS
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The objective of this chapter was to explore the potential of structuration theory to understand the
role of cultural control system in structuring social order in the organisation. In this chapter it is
mentioned that structuration theory highlights how cultural control system provide legitimacy to
the actions and interactions of managers and employees throughout the researched organisation.
Evidence from the field supports the view in the DHCS, the cultural control system is a powerful
lever to get things done and to dominate the organisation.

8.3

CONCLUSION

This chapter was the final chapter that discussed the management control systems of the DHCS.
The purpose of this chapter was to understand the behavioural implications of management
control systems within the DHCS. Cultural control system was found to be an integral part of the
management control systems at the DHCS. Empirical evidence collected on the organisation
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showed that the department implemented a wide range of cultural control mechanisms to attain
the economic rationality of the NPM. The department spent considerable time since 2002
building its strengths by spreading private sector culture in a new public sector organisation in
line with NPM. These cultural control mechanisms have brought economic logic into the
DHCS’s new type of management. This researcher alsoobserved that these control devices not
only supported the business culture in the DHCS, but has also reshaped the general orientation of
the people in the DHCS.

This chapter has also highlighted that in the DHCS these control devices are used to hold
individuals accountable for their actions and behaviour. Empirical evidence collected on the
organisation suggests that implementing these control devices in the DHCS were a response to
pressures from NPM reform initiatives in Australia. The objectives of implementing these
management control systems in the DHCS are to facilitates goal congruence between the
organisation and the people within it. The findings of this chapter are consistent with the view of
Otley and Berry (1980):
An organisation acts only by way of the actions of the individuals who comprise it.
Thus for organisational control to be effective, not only must feasible control actions
be possible but individuals must also be persuaded to implement the required actions.

In this chapter, Giddens’s structuration model was adopted to analyse the cultural control systems
of the DHCS and assumed this control system represents the social construction of reality.
Structuration theory is a valuable way of understanding the role of the cultural control system in
the production and reproduction of the social life of any organisation. For this reason, the
relationship between day-to-day social action and the dimensions in social structures were
identified. This chapter has reported that cultural control systems in the DHCS are the modalities
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of structuration and this control system is both the medium and the outcome of interaction
because in the organisational setting, this control device is constituted by human agency and at
the same time also guided by them. This attitude supports the argument of Ahrens and Chapman
(2007) that management control systems as structures both shape and are shaped by shared norms
and understandings. The next chapter summaries the study’s findings and concludes the study.
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CHAPTER NINE
SUMMARY, IMPLICATIONS AND CONCLUSIONS
9.1

INTRODUCTION

This chapter concludes this thesis. Reflections gained from the study are incorporated in this
chapter. The NPM principles-specifically, the fundamental shifts in strategy, structure and
operation in the Australian public sector-provided the context for the research undertaken. This
thesis explored the management control technologies of a new governmental department (the
Department of Disability, Housing and Community Services) in the Australian Capital Territory
that evolved in the context of such reforms. In Australia, the public sector entities have been
engaged in adopting these management practices. Several accounting and management control
studies have been conducted on reform in the public sector. However, implementation of
management control technologies has not been studied in depth previously in a new government
agency context so far. Considering these arguments, the study of management control systems of
a new government department was chosen for this research.

The present chapter is organised into three sections. The first section begins by drawing summary
of major findings that emerged in the preceding chapters. Next section presents some policy
implications. In this section lessons learned from this case are reviewed. Final section of this
chapter concludes the study. This section presents the strengths and limitations of the study and
provides some directions for future research.
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9.2

SUMMARY OF MAJOR FINDINGS

This section draws on the findings that emerged in the preceding chapters. Chapter Two
discussed that during the last 30 years Australian Government implemented a series of financial
and administrative reforms linked to NPM. These reforms forced the Australian public sector to
promote private sector models of organisation structure, management systems, accounting
practices and accountability relationships. In the light of wide-ranging reforms in the Australian
public sector, this research explored various management control tools that have been
implemented, using the Department of Disability, Housing and Community Services (DHCS) as
a case study.

In this thesis it has been mentioned that a large number of research studies concentrated on the
implementation of the new ideal in different countries and different levels of the public sector.
This thesis has adopted Giddens’ structuration theory to obtain a better understanding of human
actions.

Based on the discussion of this thesis it has been observed that no study has yet been conducted
on a new government department describing their experiences of implementation of private
sector style management control systems. For example, some researchers who studied
organisational changes, observed them as situations A to B, comparing these situations. However,
for a new organisation, there is no A to B situation. This thesis tried to address this gap by
providing a detailed description of the management control systems used in a new government
department in Australia.
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The following sub-section gives a summary of the major findings of this study.

9.2.1 A Summary of the New Public Management Initiatives in the DHCS
The case demonstrates that the new public management initiatives in Australia have had a
tremendous impact on the DHCS. The empirical evidence described that from time to time, the
DHCS organised and reorganised its structure and was involved in changing its behaviour as
well. The DHCS is a new government department but could not avoid the call for Australian
public sector reforms. To attain the economic rationality implicit in NPM, the DHCS outlined its
values and culture which guided them to strive for the highest possible standards in their work. In
light of these reform strategies, the department developed different strategic plans to manage the
changes effectively.

It is evident that the DHCS adopted various management control tools borrowed from the private
sector. Some of the tools the DHCS now are using came directly from private sector practice.
Some of these tools were modified, and some were innovations that are unique to the department.
Evidence from the field suggested that the DHCS has adopted these private sector tools but were
not using them in the same manner as the private sector. The reasons behind this is that public
sector organisations are different from those in the private sector on particular of dimensions such
as diversity in goals and objectives, access to resources, nature of the organisation and the
accountability system.

Empirical evidence gathered in the study show that the DHCS adopted administrative rules from
the private sector which are used to benefit its stakeholders. The DHCS has continuously been
involved in shaping and reshaping their administration and the allocation of their functions. The
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case study demonstrated that the department developed organisational structures, strategic plan,
new accounting systems, internal audit and compliance review functions, business plan, fraud
and corruption control plan, service delivery platform, performance measurement systems, risk
management framework, stakeholders’ control and evaluation systems and human resource
management plan. It appears that the DHCS has implemented managerialism, corporatisation,
and to some extent commercialisation principles in the organisation. The combined effects of
these changes reinforced the change in the management culture of the DHCS. In the new
changing environment, these managerial principles adopted in the DHCS are grouped under the
rubric of ‘new public management’ (Hood, 1995).

It is evident that the NPM initiatives in the Australian public sector have had a great impact on
the operation of DHCS. From the very beginning of its establishment the DHCS was involved in
formulating its own reform strategies to solve the financial and administrative issues and
concentrated on a more conscious managerial approach similar to the private sector. Evidence
from the field supported that the DHCS has operated within the context of a range of reformed
government policies, strategies and laws, as well as Commonwealth-State/Territory Multilateral
and Bilateral agreements. The primary catalyst of reforms in the DHCS was generated by
government regulatory policies. Empirical evidence from the field also supported that the DHCS
had made changes in their structure and operation to achieve cost-efficiency, budget
accountability and an improved customer focus in service delivery.

The research also demonstrated that implementation of management control systems in the
DHCS are the functions of new public management initiatives in the key areas of financial
management like budgeting, accounting and auditing. The DHCS has adopted program
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management and budgeting, corporate planning, performance evaluation, audit and review. These
findings are consistent with the view that changes to the Australian public sector promoted
managerial accountability and a culture of performance (Hoque, 2005).

The DHCS created and upgraded its financial management systems according to the ACT’s
Financial Management Framework. The elements of this framework are seen in the private
sector. This framework is viewed as duality to them. As a public organisation, the DHCS is
providing services to the public. According to this financial management system, the department
receives funding, or appropriations for the delivery of outputs to achieve the outcomes. On the
other hand, to ensure efficiency and effectiveness, the department implemented performance
measurement system like the private sector. However, their performance measurement system is
different from the private sector. As a public organisation, performance indicators are presented
on two levels - strategic indicators and accountability indicators. Strategic indicators measure
performance against longer-term, strategic outcomes. Accountability indicators measure the
department’s effectiveness and efficiency in delivering its outputs, and may be measures of
outcomes, outputs or inputs (ACT Government, 2005, p. 1-2).
The case study findings also suggest that the department promoted entrepreneurial management
practices through partnership with the community and the private sector. For example, Chapter
Six described how the department encouraged private sector to invest in social housing
infrastructure. The department also pursued joint venture and alliances with the private sector and
with the new Land Development Agency. Documentary evidences showed that joint ventures
could be particularly appropriate in redeveloping some of the large multi-unit sites (DHCS, 2003
a). Under the Commonwealth State Housing Agreements the Territory is also required to report
against a range of strategies which include exploring opportunities for further private investment
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(DHCS, 2005). Therefore, the department encouraged the private sector to invest in public
housing through public private partnership. The main objective of involving private sector
entities in public infrastructure services was to obtain value for money (DHCS, 2005). It is
fundamentally an important component of DHCS’s service delivery and policy development
strategies which was developed in light of the NPM initiatives.

The effects of these reforms have reinforced changes in the management culture of the DHCS.
Chapter Seven showed that in promoting accountability and transparency, the DHCS improved
its systems of accountability and introduced professional management or private sector models of
management style in its organisation. These ideals are also described as ‘new managerialism’ or
‘new public management’.

Evidence from the field also suggests that serving and contributing to good governance is the real
driving force behind these reforms. It appears that in the DHCS governance is the process by
which the organisation makes strategic decisions, manage public resources and maintain
equitable service provision. It involves accountability, transparency, and efficient and effective
administration and program delivery. These elements are considered as the part of the modern
approach to public management also. Therefore, it can be concluded that the introduction of new
public management ideals in the DHCS brought about changes in its philosophy, structure,
process, orientation and management style in the DHCS. The next sub-section summarises the
management control systems implemented in the DHCS.
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9.2.2 A Summary of the Management Control Systems in the DHCS
The DHCS has applied a number of management control devices and developed integrated,
systemic approaches to planning and service delivery. These management approaches are
management control systems which are seen to be intertwined with the DHCS’s process of
reforms.

A central element in the Australian public sector reform policy during the last 30 years is
management for results. It has created a culture of clear and precise definition of program and
organisational objectives for the Australian public sector financial managers. Managers in the
public sector also established results control systems within their organisation to influence the
employees’ actions. The objective in implementing this control system is to inform the
employees about the goals of the organisation. Evidence from the field has shown that the DHCS
has benefited in adopting a results-oriented approach to financial management. It also helped
probity and accountability for spending tax payers’ money and at the same time ensured its
successful parliamentary scrutiny of the financial details of its operation. It is evident that the
results control system has been implemented in the DHCS as a response to the managerialist or
corporate culture trends in management. Evidence from the field also showed that the department
introduced its results control system to illustrate the department’s commitment to efficiency,
effectiveness and accountability.

In the first phase of implementing a result control culture within the DHCS, it adopted a strategic
planning process similar to the private sector. In this stage, the central feature of the process was
inclusion of specific objectives and indicators and the forecasts of budgetary expenditures and
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incomes. A review of DHCS documents showed that according with the strategic plan, each area
of the department developed their business plan. It is evident that the department uses the bottom
–up approach in preparing these business plans. In its business plan, each unit identifies the
stakeholders, channels and delivery mechanisms, message to be conveyed, timing, and
responsibility. Responsibilities are divided into three categories: preparation, delivery and
feedback. Business plans also provide a range of performance indicators to aid in the control of
these responsibilities. Another integral part of the planning process in the DHCS is the budgeting
process. The budgeting process in the DHCS is concerned with how budgets are actually
formulated and implemented within the department. The DHCS has adopted program budgeting,
in which planned expenditure is allocated to particular programs. Program budgeting is the
product of the Financial Management Improvement Program of the NPM initiatives in Australia.

To meet the demands of the economic rationality of the NPM the DHCS follows accrual
accounting system and prepares accrual financial reports, which recognises the effects of
transactions as events when they occur. In addition to this to achieve the best result the DHCS
has established financial delegation within the department. Documentary evidence revealed that
to obtain better results the Chief Executive has issued financial instructions to staff and managers
of the department. The objective of this instruction is to establish an appropriate internal control
and accountability framework within the department and to ensure financial results at the end of
each year that is in accordance with the department’s plan and the government’s budget.

In Chapter Six it was shown that to achieve better results internal audit is an important tool in the
effective review process of the DHCS. In the DHCS, the internal audit function is a corporate
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governance mechanism similar to the private sector mechanisms. Internal audit of the DHCS
includes verifying transactions with pre- or post expenditure and conducting regular audits of
functions on behalf of senior management. The department has adopted the ‘Internal Audit and
Review Charter’ which was developed by the Chief Minister’s Department. Following to this
Charter, the department has instituted Internal Audit and Review Unit, who provides service to
management to meet all prescribed statutory responsibilities within a performance improvement
environment. In the DHCS, the internal audit and review function also includes an Audit and
Review Committee. This Audit and Review Committee is independent and internal auditors raise
matters to the Audit and Review Committee.

The DHCS has financial and non financial performance measures. The objective of these
performance measures is to report performance against budget. Empirical evidence suggests that
the performance measurement process of the DHCS is the product of business and corporate
strategies. These strategies outline operational priorities. Chapter Seven of this thesis has shown
that the DHCS is committed in achieving an environment where employees feel valued for the
contribution the employees make to achieving organisational goals. Therefore, the department
has implemented a result control system to make employees conscious of the consequences of the
actions they take.

Another important component of the DHCS’s management control systems is action control. The
DHCS has a duty of care to protect the safety and security of their clients, their staff and the
public. In order to ensure this duty is maintained, the Department has developed a Restrictive
Practice Framework. This control mechanism is an intervention that involves some intrusion into
a person’s freedom in order to curtail a particular behaviour or situation. From a review of
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internal documents this researcher found that this control device is related with service-specific
restrictive practice policies and procedures in the Department. This control mechanism is used for
the betterment of the organisation and at the same time, management uses this control mechanism
to exercise power over the operating units.

In Chapter Seven this researcher outlined how the Department has implemented an action control
system which ensures the protection of privacy of individuals. Access to records is provided in
compliance with relevant legislation. The department takes reasonable steps to protect the
personal information it holds, preventing misuse and loss from unauthorised access, modification
and disclosure. To implement this control system, the DHCSt is guided by the Privacy Act 1988.
The officers of this Department must make every action to communicate to the public their rights
under this Act. It is evident that the department has adopted ACT Government’s Customer
Service Standards for its internal service delivery areas. These standards focus on customer needs
and have a link to organisational improvement mechanisms within the service delivery area.
These standards were adopted by the department to control the actions of its staff also.

Organisational documents indicated that the DHCS has developed a Risk Management
Framework which is different from the private sector. The DHCS grouped its risks against the
clusters of safety, personnel, finance and resources and governance. Organisational document
also revealed that Risk Management Framework allocates responsibilities for oversight and
implementation of risk management throughout the department. The Board of Management is
responsible for reviewing what the most significant risks are within the context of the
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department’s objectives. It is also the board’s responsibility to regularly review the strategic risks
to ensure that any emerging significant risks are identified and addressed.

To implement action control systems in the department, the DHCS has created its fraud and
corruption control system which is different from the private sector. This system was developed
to seek and raise awareness of potential fraud and corruption, risk exposure and DHCS’s
expectations of its staff, DHCS sponsored non-government organisations, consultants and
contractors. The department was guided by the ACT Public Sector Management ACT 1994 and
has adopted definitions of fraud and corruption given in this Act.

Chapter Seven of this thesis also showed that the department has established a strong action
control mechanism about its highly sensitive client or constituent issues, media issues and
strategic matters. The organisation’s documents revealed that the DHCS submits weekly
briefings on these issues to the ACT government

Chapter Seven also showed that accountability is important in the public sector because of the
need to ensure that public money is spent, and power exercised, efficiently, effectively, ethically
and prudently. Accountability in the DHCS takes various forms. It is upward, outward,
downward and inward.

The empirical evidence has shown that another form of management control system within the
DHCS is its cultural control system. Chapter Eight of this thesis illustrated that the DHCS
established a set of cultural control mechanisms which guide them to strive for the highest
standard. The department is committed to building and sustaining an organisational culture that
reflects the initiatives of the new public management and aims to fulfill the values of respect,
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transparency, honesty and integrity, knowledge and expertise of workforce, accountability, best
practice and innovation The department believes that an effective, committed and skilled
workforce is essential for delivering its responsibilities. In the light of the human resource
management reforms strategies in the Australian public sector, the department has developed an
efficient and effective cultural control system in the organisation. In this thesis it is argued that
traditionally the organisational culture in the public sector is different from the private sector.
However, the DHCS case demonstrates that the department is involved in changing the
organisational culture by implementing the prescriptions of the new public management ideals.

According to the Australian public sector reforms initiatives and the ACT Public Sector Learning
and Development Framework, the department is committed to providing quality learning and
development to its employees. The DHCS has a strong commitment to workforce development
and to building a skilled team with high professional and ethical standards. To maintain this
commitment it set up the Learning and Community Education Unit. The responsibility of this
unit is to integrate learning and development across the department.

One of the human resource reforms initiatives in the Australian public sector is consistent with
the requirement for industrial democracy in the workplace. In this initiative provision is made for
consultative structures in the respective organisations. One of the major issues addressed under
the new structure was that of stress in the workplace. According to these initiatives the
department has introduced the Employee Assistance Program. It is an early intervention program
operating in the workplace. It provides independent, confidential and professional counseling
services.
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In Chapter Eight of this thesis, it was also shown that organisational culture is an organisation’s
personality and is cultivated by management, learned by employees and passed on to new
employees. The DHCS has developed its values and culture and the core values of organisational
culture are reflected within its operations. The organisational culture of the department recognises
that employees have basic rights and supports subordinates’ participation in decision making.
Control systems in this organisation are based on trust in subordinates’ ability to complete their
task

The DHCS takes different approaches to establish principles of organisational conduct. Most of
these documents are in written form. One of these is the Code of Conduct. Code of conduct is
considered as one of the most important elements of cultural control mechanism within the
Department. It is a written formal document for the department which includes mission, vision,
management philosophies, general statement of organisational values and commitment to
stakeholders. Management uses it to perform its functions and the employees use it as a guide to
understand their desired behaviour. The employees of the Department are guided by the Public
Sector Management Act 1994. This Act and the Standards governs the legislative framework, and
values and principles framework within which all employees work in the department.

Empirical evidence collected on the organisation suggests that in line of the NPM the Department
implemented these control mechanisms. These control mechanisms have brought economic logic
into its new type of management in the DHCS. It has also observed that these control devices not
only supported the business culture in the DHCS, but has also reshaped the general orientation of
the people in the DHCS. Interviews and organisational documents also indicated that new public
management initiatives encouraged the department to develop clear and mutually compatible
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objectives. The different divisions of the department translate these objectives into their
operational targets.

The management control mechanisms in the DHCS have played a major role in shaping a new
culture within the DHCS. Interviews and examination of the organisational documents supports
that it has both communicative and constructive roles in the business of the DHCS. It is evident
these control technologies played a major role in improving service quality of the DHCS also.
These control technologies helped in developing strategies to promote and maximise the
opportunities for its clients. The department ensures that the services and programs it provides are
meeting the complex needs of its clients at all ages and stages of their lives.

Documents of the DHCS revealed that these management control tools helped the Department in
serving and contributing good governance. It is evident that implementing the new public
management principles the department is involved in making strategic decisions, managing
public resources and maintaining equitable service provisions. It helps in accountability,
transparency, efficient and effective administration and program delivery. Evidence from the
field supports the fact that these control mechanisms facilitated the delivery of accountability and
good governance including monitoring, reviewing, evaluating and reporting of the department.

9.2.3 Innovations in the DHCS related to Management Control Systems
In the public sector there has been a long tradition that the public organisations provide utilities
and services to the fabric of the society. The movement away from this situation has emerged and
the emphasis is given on efficiency, economy, and effectiveness and streamlining managerialism.
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The public sector has implemented various management control tools which established formal
rational management, clear goal, corporate plans, internal and external accounting system and
clear responsibility lines for out put measurement. The public sector copied some of these control
tools from the private sector. Some of these control tools they have come up which have been
implemented on a modified basis and some of the control tools are unique to the public sector
and these constitute the innovations in the public sector. Mulgan and Albury (2003)defined
innovation in the public sector as a creation and implementation of new processes, products and
services and methods of delivery which result in significant improvements in the efficiency,
effectiveness or quality of outcomes. In the public sector some innovations are transformational
because it represents a substantial departure from the past. Other innovations are more
incremental in nature.

In this thesis it has been argued that the DHCS has implemented a wide range of management
control tools. Some of these are considered as the innovations in the public sector. These
innovative techniques and tools are provided and analysed in chapters seven and eight of the
thesis. In the DHCS, the results and action control mechanisms, for example, program budgeting,
annual report review, performance measurement system, customer service standards, public
interest disclosure, freedom of information etc. are considered as the innovation in the public
sector. The cultural control mechanisms in the DHCS, for example, employee assistance
program, work life balance, workplace diversity etc. is considered as the innovation in the public
sector.

In the DHCS, the driving imperative for innovation is the need to respond effectively to new and
changing government and community expectations. It has been observed that the innovations in
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the DHCS involve consultation, negotiation, cooperation and agreement across and within
Federal departments, territory departments and the private sector.

9.2.4 A Summary of the Theoretical Reflection of the Management Control
Systems in the DHCS
Giddens’s Structuration Theory was used in this thesis to understand the management control
systems in the DHCS as part of their reform. This theory provided an understanding of the
relationship between management control systems and the actions of the employees in the DHCS.
In this thesis it is argued that management control systems in the DHCS are the outcome of new
public management initiatives which are considered as social phenomena are neither the product
of structure nor agency alone, but of both.

Structuration defines all social systems to have three dimensions. These are: signification,
domination and legitimation. Signification creates meaning in social interaction, domination
provides power and legitimation produces a system’s morality. Signification is the abstract
structure of social life. In an organisation, agents use signification dimension to communicate
with and understand each other. The signification dimension has interpretive schemes.
Interpretive schemes are the stocks of knowledge and consist of skills and rules. Agents draw on
signification structure in the production of interaction. Domination dimension of social life is the
capacity of a social system to achieve outcomes and to produce power. Giddens identified two
types of resources or facilities of power, one is allocative and the other is authoritative. Actors
use allocative resources to hold command over material objects. On the other hand, authoritative
resources are the capabilities to organise and coordinate the actions of actors. Legitimation
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dimension of social life includes normative rules and moral obligations. It constitutes the shared
set of values and ideals about what is important and should happen in social settings
(Machintosh, 1994). In an interaction in the legitimation dimension, the actor draws on these
shared values or normative rules of conduct.

Management control systems bind of social interactions in an organisation across time and space
and therefore, management control systems are considered as social practices. They act as
modalities of the structure. These modalities are the means by which structures are translated into
actions. The modalities of management control systems are interpretive schemes, facilities and
norms. These modalities explain how interaction is affected. In Chapter Seven and Eight,
management control systems of the DHCS were discussed and control systems were presented
into three broad groups- results, action and cultural. It is argued that in the DHCS, these
management control systems are viewed as the modalities or procedures of structuration which
mediates between the (virtual) structure and the (situated) interactions.

In an organisation, the structure of signification refers to how purpose and meaning are attributed
to everyday activity. In the public sector there has been a long tradition that public organisations
provide utilities and services to the community and have been seen as the fabric of the society.
These organisations are funded by government grants raised from taxation and provide supply
services and utilities which is part of the infrastructure of the society. No attempt had been taken
to measure efficiency or effectiveness of government spending for a long time. This was the old
signification structure of the traditional public organisations. Such structure of signification did
not go unchallenged. The movement away from this situation has emerged and the emphasis is
given on efficiency, economy and effectiveness and streamlining managerialism in the public
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sector. The new notion, ‘value for money’, has emerged in the public sector which established
formal rational management, clear goals, corporate plans, internal and external accounting system
and clear responsibility lines for output measurement. The change to structure of meaning and
signification was seen in the DHCS also. In the DHCS a competing interpretive scheme of
signification became apparent. Public sector reforms brought a challenge to the signification
structure of the DHCS and required to implement new interpretive schemes. To meet the
demands of the NPM initiatives, the DHCS implemented result control devices as interpretive
schemes in their organisation. In the DHCS, this new interpretive scheme is the results control
system which mediates between the signification structure and social interaction in the form of
communication between managers and employees. The elements of the new interpretive schemes
are planning and budgeting, accrual accounting, performance measurement, rewards and
punishments etc.

According to Giddens (1979; 1984), the domination dimension of social life includes facilities
through which actors draw upon the structure in the exercise of power. In a broad sense, power is
considered as the ability to get things done and in a narrower sense, it simply implies domination
(Busco, 2009). Resources, or facilities both allocative and authoritative, are the media through
which power is exercised. Allocative resources arise from command over objects, goods and
other material phenomena and authoritative resources result from the domination of some actors
over others. Craib (1992) pointed out that material resources are a necessary condition for the
exercise of power and authoritative resources are increasingly important as they are needed to
control and co-ordinate activities in modern complex organisations. Macintosh and Scapens
(1990) argued that both types of resources facilitate the transformative capacity of human action
(power in the broad sense), while at the same time providing the medium for domination (power
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in the narrow sense). In this sense, management control systems are conceptualised as socially
constructed resources which can be drawn upon in the exercise of power in both senses.

In the DHCS, management control systems are facilities that management at all levels uses to
coordinate and control other participants. Here, results and action control system are used as
domination modalities. As power is the ability to get things done, management of the DHCS uses
results control systems to provide facilities in the form of accounting practices, financial
delegation etc. Management is able to use their power to legitimate the employment of the
organisation’s allocative resources in the interests of employees. These are the material
phenomena which the DHCS provides to its members to exercise power. The DHCS also uses
action control system as domination modalities in the form of restrictive practices framework,
customer service standards, security and confidentiality etc..

Traditionally public organisations were involved in providing services to the people. The
morality was that all people should have access to these services. Resources should be available
to all according to need (Lawrence and Doolin, 1997). In the public sector, it was also observed
that if funds are not enough, then it is a problem for the funding authority, not for the providing
agencies. In that case spending to the limit or over the limit was common practice. Therefore, in a
financial sense the structure of legitimation allowed spending without accountability (Lawrence
and Doolin, 1997). But, in the public sector, the scenario has changed. In the DHCS, a new
legitimation structure appeared in response to the new public management initiatives to challenge
this traditional view. New organisational purposes required new systems of financial
accountability. Under this new system, managers are more accountable for their outputs. In the
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DHCS, new financial accountability emerged under which it is the duty to maintain accurate
accounts and records that represent a true and fair view of the financial transaction and affairs.

The other legitimation structure in the DHCS is the new moral obligation of the public service.
Here, new public accountability is important and the DHCS is accountable for acting in the
public interest. These new public accountability is not providing information or answering
questions. It includes setting goals, providing and reporting on results and the visible
consequences for getting things right or wrong. The DHCS developed new morale or code of
conduct which is designed to help employees make informed choices about their behaviour and
to communicate Department’s core values of honesty, respect, confidentiality, professionalism
and fairness. Employees apply these new values in performing their duties. In the legitimation
structure of the DHCS the modalities are action and cultural control systems. The modality action
control system ensures systems of accountability. The legitimation structure in the DHCS also
consists of the normative rules and moral obligations of the social system. The cultural control
system in the DHCS acts as a modality of structuration here. The cultural control system
identifies a new set of values and ideals about approve and disapprove behaviour. These ideals
are the new ethos derived from the public sector reforms.

In the DHCS, it is evident that management control systems are modalities of structuration in the
three dimensions of signification, domination and legitimation. It shows how managers and
employees make sense of organisational events and activities. In the DHCS, management control
systems are both the medium and the outcome of interaction because in the organisational setting
these control devices are constituted by human agency and at the same time are also guided by
them. Therefore, duality of structure is evident in the DHCS’s management control systems. It
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means structure and agency exists in a recursive relationship. The next section reviews the policy
implications from this case study.

9.3

POLICY IMPLICATIONS

In the previous sections, the summary of the findings are presented. These findings may also
have some policy implications. Although there is no intention to generalise the findings from this
research, it has demonstrated how and why management control systems were implemented in
new public sector environment. Therefore, the evidence in this study offers a number of practical
implications. The findings of this study are expected to increase our understanding about the
private sector control devices used in a public sector context and this study will be of value to the
academic researchers and practitioners. The study may be useful to the policy makers also who
are engaged in formulating new public sector policies. Moreover, the findings reported on this
thesis would be useful to the public sector managers in their day to day decision-making.

The findings reported in this thesis will also be of value to the public sector accounting and
management literature by suggesting that these management control devices are very important
for today’s government organisations as there is a significant reduction in government spending
and at the same time increased demand exists for quality services within the community.

In Australia it has been observed that the public sector entities are engaged in adopting private
sector management practices. However, the status of a public organisation using these
management control technologies has not been studied in depth previously in a new government
department context. Hence, this study is an endeavour to close this knowledge gap and will
contribute the literature resulting from reforms.
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It appears that the DHCS has adopted these private management practices and has been
transformed into a new kind of organisation. From the very beginning of its establishment, the
department has been involved in shaping and reshaping its structures. The department developed
their clear mission and objectives. These mission and objectives were translated into targets. The
department also adopted different strategies and management styles to achieve these targets. The
DHCS’s experience demonstrates that changes in structure and management styles can set the
climate for change in a public sector organisation. Other public sector organisations may consider
the DHCS’s experience in implementing their new management control tools.

The main contribution of this thesis is the lesson that was learned from the employees of the
researched organisation. The researched organisation is providing services to the community and
they are accountable to the community. As a public organisation the researched organisation does
not have any outside equity interest and have no shareholders. They do not pay dividends through
a process of corporate deliverance. However, they pay social dividends in the manner of services
and if they are not experiencing that in a positive and free flowing way they make the effort to
adjust their situation strongly just the same as a shareholding body. The researched organisation
evaluates their performance through client satisfaction surveys. There are different ways they do
surveys and they use different indicators to review how well they are achieving their targets.

The empirical evidence presented in this thesis supports the fact that the DHCS has implemented
results control systems within the organisation to illustrate the department’s commitment to
efficiency and accountability. As a relatively new government department, the DHCS is
committed to achieving economy, efficiency, and effectiveness, the major objectives of the public
sector reform agenda, by introducing new public management ideals. It also helped probity and
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accountability for spending tax payer’s money. The new result culture that emerged in the DHCS
established formal rational management, clear goals, corporate plans, internal and external
accounting systems and clear responsibility lines for output measurement.

Evidence from the field revealed that a number of action control system had been introduced in
the DHCS to guide the employees and to act for the best interest of the organisation. The policy
makers should consider the thought that reform policies are not final, they should also take into
considerations the involvement of the actors who will implement the policies.

One important lesson can be learned from the DHCS case is that the education process is
important in introducing new management systems. It is evident that the new professionals or the
managers of the DHCS are very much informed about the outcome of the public sector reforms.
DHCS managers have given up the old fashioned bureaucratic thinking and have shown they are
committed in utilising the energy of the department’s human resources. They have offered staff
adequate training and education on the changes implemented in the DHCS. This may be an
example to other organisation.

In light of the reform initiatives, the DHCS has developed its values and culture. The core values
of organisational culture are reflected within the organisation. The Department has applied a wide
range of cultural control devices such as code of conduct, communication and consultation, work
place diversity, group based reward system, social arrangements etc. These devices are supported
by organisation-wide norms and values. The cultural experience of the DHCS indicates that in
addition to formal rules shared meanings, beliefs, attitudes, rituals and symbols are important in a
new public sector environment.
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This thesis argues that new public management initiatives forced the DHCS to adopt the private
sector management control tools. However, it is also evident that the DHCS as a public
organisation has adopted these private control tools not in a private sector manner. Some of the
tools they have adopted directly from the private sector. Some of the tools they modified and
some of the tools are the innovations in the public sector and unique to the DHCS. It can also be
argued that there are still problems in implementing these tools. The representative views of the
interviewees of the department indicated that they have no performance pay. To achieve the best
result motivating employees is essential in today’s public sector organisation. The majority of
respondents in the research pointed out that to meet the demands of the new public management,
they have implemented a number of private-sector tools in their organisation but they still had to
adopt some innovative and effective tools like activity-based costing or balanced score card
performance measurement system in their organisation.

9.4

CONCLUSIONS

This thesis is about the exploration of private sector management control systems of a new
Australian government department in the context of NPM initiatives. It contributes to our
understanding about the control systems emerging in the public sector and the issues surrounding
their implementation. The findings from this study reveal that the researched organisation has
been operating within the context of a range of reformed government policies, strategies and laws
as well as Commonwealth-State/Territory Multilateral and Bilateral agreements. Therefore, the
primary catalyst in implementing these control tools in the researched organisation is a number of
government regulatory policies. These policies forced the selected government department to
adopt more managerialist approach.
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Empirical evidence from the field supports that the researched organisation has changed their
structure and operation to achieve cost-efficiency, budget accountability and an improved
customer focus in service delivery. This attitude is consistent with the findings observed by
Carlin (2006) that the impetus towards the achievements of a new model for public management
was guided by the principles of improving efficiency and productivity. In the light of these
reforms initiatives the researched organisation promoted entrepreneurial management practices
through partnership with the private sector. The researched organisation encouraged the private
sector to invest through public private partnership. The main reason for adopting this view is to
obtain value for money which is a major agenda of the public sector reforms in Australia.

The DHCS case demonstrates that major changes in the researched organisation were the
functions of public sector reforms agendas in the key areas of financial management like
budgeting, accounting and auditing. These findings are consistent with the results observed by
Guthrie et al., (2003), Mir and Rahaman, (2006), and Hoque (2008) that changes to the
Australian public sector promoted managerial accountability and a culture of performance. The
next sub sections explore the strengths and limitations of this study.

9.4.1 Strengths
This study has several strengths. First, the present research is an in-depth study of a new
government department in Australia. It explored how management control systems were
implicated in their wider organisational setting. It has been mentioned earlier that in Australia
using management control technologies has not been studied in depth in a new governmental
department context so far. Therefore, this study is an endeavour to close this knowledge gap.
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Lowe and Machin (1983) argued that management control is a multi disciplinary subject and the
second strength of this study is that this study has adopted a multidisciplinary approach. This
study incorporated multi disciplinary approaches like, accounting, finance, management,
economics, sociology and public administration. The insight gained from this study will provide
a base for academic researchers and practitioners from these multiple disciplines to disseminate
ideas and knowledge on management control systems in new public management environment.

The Third strength of this thesis is inclusion of multiple forms of management control systems.
Berry et al. (2009) reviewed the recent literature of emerging themes in management control
based on recently published research. Though a significant body of literature exists on
management control research they (2009) identified that management control research had been
conducted from a narrow focus, usually on formal financial controls, with the omission of social
control, clan control, culture and context. Otley et al. (1995) also expressed that management
control has primarily been developed in an accounting-based framework which has been
unnecessarily restrictive. Abernethy and Brownell (1997) argued that accounting information is
limited to the exercise of control based on just outputs ignores its potential role as a form of
behavior control. On the other hand, Picard and Reis (2002) argued that most accounting
research to date have addressed management control issues, which focuses on controlling people
rather than strategy formulation or tasks. Parker (1986) pointed out that accounting control had
followed and lagged behind developments in the management literature and criticised accounting
models of control for offering only imperfect reflections of management models of control.
Therefore, organisations will need to design their control systems around a variety of nonaccounting controls (Rockness and Shields, 1988; Foster and Gupta, 1994; Abernethy and
Stoelwinder, 1995). Abernethy and Brownell (1997) argued that non-accounting controls,
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especially personnel forms of control, contribute to organisational effectiveness, particularly
where task characteristics are not well suited to the use of accounting based controls. Therefore, it
has been observed that the key focus of management control research is on financial control and
little attention has been paid to social or cultural forms of control. However, management control
continues to be a fertile field of research and development (Berry et al. 2009). No empirical study
has yet been conducted incorporating all of these forms of control. The present research
addressed this gap which incorporated financial, tasks or actions, and culture as well. Therefore,
this study will benefit management control literature.

Fourth, the researcher was given freedom from the research site to take whatever role was
necessary to gather data. Hence, in this study instead of single data collection method different
data sources were used to validate and cross-check findings. The main data sources for this study
were interviews and the organisation’s documents. Observation as a research method also
followed to supplement and complement the interview and archival data. In this study the
researcher played the role of ‘participant as observer’ role and the researcher was able to collect
more in-depth data, which is one of the major strengths of this study. Basically, observation data
came from casual watching and attending a significant number of informal meeting and
information session within the department. Open-ended interview is also a strength of this study
because from unstructured interviews researcher can receive more accurate response on sensitive
issues and it provides a more complete and in-depth picture than other forms of inquiry (Guba
and Lincoln, 1981). In this study, a large number of organisational documents and archival
records were collected. Hence, one type of data source has been verified with other source. It
ensured the contextual validity by including detailed examination of contemporary phenomena in
real-life context. Direct quotes of the interviewees’ statements were used in the findings chapters
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which further strengthened the representation made in this thesis and in turn which ensured the
validity and reliability of the data.

Fifth, the theoretical framework used in this study had the coherent strength to explain the
findings. Adopting theoretical framework is a value addition in qualitative research. In this
context, the framework considered in analysis is Giddens’ structuration theory (1976, 1979, and
1984). Structuration theory is an orderly, comprehensive, and integrated way to analyse and
understand the role of management accounting and control systems (Macintosh and Scapens,
1991). In this study it is argued that management control systems in the researched organisation
are the outcome of public sector reforms initiatives which are considered as social phenomena are
neither the product of structure nor agency alone, but of both.

Final strength of this thesis has reported findings that would be useful to the public sector
managers in their day-to-day decision-making. The research undertaken was in-depth, using a
case study and though generalisation is not possible from a single case study, the findings may be
expected to add to existing knowledge and provide some important lessons for other public sector
entities who are interested in adopting these control systems as their control devices.

9.4.2 Limitations
The study was limited to the practice of management control systems in a government
department in Australia. The characteristics of the government sector generally differ from the
private sector in terms of profit motives, proprietary versus political interests, users and resource
allocation process, external scrutiny, employee characteristics and legal constraints etc. However,
it is evident from the study that the NPM initiatives forced the researched organisation to
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promote private-sector models of organisation structure, management systems, accounting
policies and accountability relationships.

Another limitation of the present research is that it is a single case study and the findings cannot
be generalised to a wider population. However, in this research the single case study was the
preferred method because the study was an attempt to understand in-depth how management
control systems were implicated in their wider organisational setting. It was not the objective to
express the general overview of other organisation. As Stake (1995) argued, case study research
is not a sampling research. He pointed out that a case study is expected to catch the complexity
of a single case. Yin (2009) mentioned that choice of designing single or multiple sites depends
on the research question. In the present research, the researcher was interested to use single site
because it fits with the research questions. For another reason, multiple sites were not the option
taken as multiple case study approach is used for a cross-site comparison (Eckstein, 1975;
George, 1979; Hussain and Hoque, 2002) which was not the objective of this research.

Other limitations of this thesis concern the omission of some events that could have influenced
the perceptions of the respondents. To reduce this risk, the researcher spent a considerable
amount of time in the researched organisation collecting and gathering data.

9.4.3 Direction for future research
There are several implications of this study for future research. The financial and administrative
reforms implemented in the public sector provide a key opportunity to study several issues. The
present research explored how management control technologies were implicated in a new public
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management environment. The insight that was gained is that there are not enough in-depth
studies that have addressed and focused on these issues. Hence, there are many research
possibilities in this area which will strengthen our knowledge and understanding.

The major strength of the present study is that it is an in-depth case study. However, it has been
argued that in a single case study, findings cannot be generalised to a wider population. An
interpretive study could be done incorporating another three or four Government Departments. A
comparison of experiences of reforms on those government departments who have responded to
various new public management initiatives could prove useful for policy makers.

This thesis has argued that the researched organisation adopted private-sector management
control systems and changed their structures and behaviours to implement managerial reforms. A
comparative case study of the management control systems of a private company and a reformed
government department could be an interesting area for future research. It could considerably
extend the stock of knowledge in this area.

The present research adopted a particular theoretical framework to analyse and understand data.
This framework was used to explore and gain understanding of the control process that evolved
in the researched organisation. Similar studies could be conducted adopting other social or
political theories and undoubtedly which would enhance our

current understanding of the

theoretical and methodological perspectives in the context of new public management.

The study was focused on a developed country. A useful contribution to this research topic could
be exploring public sector reform initiatives in developing countries. A similar study could be
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conducted adopting a single case in a developing country and would increase our understanding
about the factors that play a vital role in designing management control systems in a developing
world’s public sector organisation. In addition to that, a comparative study could also be done to
explore the role of management control systems in the context of new public management
initiatives in both developing and developed countries. It might also be fruitful to compare and
will provide an opportunity to disseminate information on management control systems in
changing public sector environments worldwide.
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APPENDIX II
List of Individuals Interviewed at the Department of Disability, Housing and
Community Services, ACT
Pseudo Name
Initials

Location

WM

Policy and Organisational Services

Number of times
interview
conducted
1

WP

Office for Children, Youth and Family Support

1

HI

Finance and Budget

5

MS

Finance and Budget

3

HN

Aboriginal and Torres Strait Islander Services

1

DL

Finance and Budget

1

MD

Housing ACT

1

KJ

Office for Children, Youth and Family Support

1

DF

Care and Protection

1

CD

Housing ACT

1

FL

Disability ACT

1

WA

Disability ACT

1

PL

Disability ACT

1

FN

Disability ACT

2

CB

Policy and Organisational Services

1

SM

Housing ACT

1

MDF

Finance and Budget

3

HB

Housing and Community Services

1

KS

Housing ACT

1

HM

Disability, Housing and Community Services

1
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APPENDIX III
UNIVERSITY OF CANBERRA

Informed Consent Form

Project Title
Organisational Change and Management Control Systems in the context of Public Sector
Reforms: A Case Study of a Governmental Department in Australia.

Consent Statement
I have read and understood the information about the research. I am not aware of any
condition that would prevent my participation, and I agree to participate in this project. I
have had the opportunity to ask questions about my participation in the research. All
questions I have asked have been answered to my satisfaction.

Name…………………………………….

Signature………………………………

Date……………………………………

A summary of the research thesis can be forwarded to you when published. If you would
like to receive a copy of the thesis, please include your mailing address below.

Name……………………………………………………………..
Address…………………………………………………………...
……………………………………………………………
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APPENDIX IV
ORGANISATIONAL CHART
DEPARTMENT OF DISABILITY,
HOUSING AND COMMUNITY
SERVICES

DIRECTOR
FINANCE AND
BUDGET

SENIOR MANAGER
THERAPY ACT

DIRECTOR
ADVOCACY, REVIEW
AND QUALITY

CHIEF
EXECUTIVE

MINISTER FOR HOUSING
MINISTER FOR MULTICULTURAL
AFFAIRS

DIRECTOR
ABORIGINAL AND
TORRES STRAIT
ISLANDER SERVICES

DIRECTOR
GOVERNANCE, STRATEGY
AND COMMUNITY POLICY

EXECUTIVE DIRECTOR
POLICY AND ORGANISATIONAL SERVICES

MINISTER FOR DISABILITY AND
COMMUNITY SERVICES
MINISTER FOR CHILDREN AND
YOUNG PEOPLE
MINISTER FOR WOMEN

MINISTER FOR INDIGENOUS
AFFAIRS
CHIEF MINISTER (with
responsibility for Ageing)

SENIOR MANAGER
ORGANISATIONAL
SERVICES

DEPUTY
CHIEF
EXECUTIVE

EXECUTIVE DIRECTOR
DISABILITY ACT

EXECUTIVE DIRECTOR
OFFICE FOR CHILDREN, YOUTH AND FAMILY SUPPORT

DIRECTOR

DIRECTOR
YOUTH

SENIOR MANAGER
EARLY INTERVENTION &
PREVENTION SERVICES UNIT
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EXECUTIVE
DIRECTOR
HOUSING AND
COMMUNITY
SERVICES

DIRECTOR
CARE AND
PROTECTION

DIRECTOR
DISABILITY ACT

DIRECTOR
HOUSING ACT

DIRECTOR
STRATEGIC ASSET
MANAGEMENT

DIRECTOR
OFFICE OF
MULTICULTURAL
ABORIGINAL AND
TORRES STRAIT
ISLANDER AFFAIRS

APPENDIX V
Department of Disability, Housing & Community Services

Performance Review
This agreement is to be used to assist in giving you feedback on your work performance and to help you identify your training and
development needs.
This agreement will not be used for the purposes of recruitment, promotion, salary advancement and discipline without the consent of the
officer involved.

Review Period
…../…../…...

From

…../…../…...

To

Details
Staff member’s name

How long in this position?

Position

Date of Last Performance Review

Years : …………………………………….
Months : ……………………………………
Manager

Signed:

Staff Person

Date …../…../…..

Manager

Date …./…./…..
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Business Unit/Section

APPENDIX VI
Department of Disability, Housing & Community Services
Feedback on Performance
Achievements
•
•
•
•
•
•

Areas for Improvement
•
•
•
•
•
•

Strategies to Address Areas for Improvement
•
•
•
•
•
•
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APPENDIX VII
Department of Disability, Housing & Community Services

Individual Work Plan
Staff member’s name

Position

Date from:

Date to:

/

/

Deliverables

Timeline

•
•
•
•
•
•
•
•
•
•
•
•
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/

/

Alignment with relevant Business Plan

APPENDIX VIII
Department of Disability, Housing & Community Service
Professional Development Plan
Staff member’s name

Position

Business Unit/Section

Skills or knowledge needing
development

Possible development activities

Priority
1 High
2 Medium
3 Low

Endorsement of Professional Development Plan

Supervisor

Signature

Date

Officer’s name

Signature

Date

NB: Please complete and return a copy of this page only to the Learning & Community Education Team, Level 1 Annex, Nature
Conservation House, Belconnen
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