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Abstract - The study examines the causal effect of changes in the contextual factors on performance management systems, 
using a case study. Unique performance management systems in use within the university provide a counter-point to the 
private sector orientation of conventional research. Conventional research in performance management systems and 
management accounting practices has paid insufficient attention to the complexities of the environments within which change 
occurs. The majority of such research has been conducted in developed economies with, largely, a private sector orientation. 
The findings indicate that portability of performance management practices from the private sector to public institutions is 
questionable as much as transferability of practices when the background of organizations is not being taken into account. The 
background of organizations in emerging economies and the external variables need to be considered in understanding 
management accounting changes in such environments. Internal dynamics impact the manner in which the interplay with 
external forces of globalization, competitive forces of university ranking league tables, technology, regulation and declining 
funding affect performance management practices, putting organizational effectiveness at risk. Unique practices found in the 
university should not be ignored or underestimated in considering the bouquet of management control practices essential for 
meeting organizational objectives but, instead, may need to be strengthened. The study also suggests directions which future 
research in the area of change in management accounting practices could take. 
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I. INTRODUCTION 
 
A wide range of environmental variables, internal and 
external, have changed in South Africa’s higher 
education sector since the elections in 1994 [4], [51]. 
These variables include funding requirements, student 
demographics, student needs, transformation 
imperatives, the pressure to be ranked internationally 
and an increased focus on research [5], [17], [51].  
The Apartheid government is known to have been 
very successful in achieving a system of 
institutionalised differentiation. In that process some 
institutions were advantaged by being 
comprehensively supported in providing a full range 
of educational services which contributed to the 
systematic entrenchment of white privilege in South 
Africa. These came to be generally known as the 
historically advantaged institutions (HAIs) [4], [40].  
Other institutions were disadvantaged by restrictions 
which forced them to provide low quality education or 
‘gutter education’, as the People’s Education 
Movement scornfully dubbed it in the 1980’s [4]. 
These were restricted to the enrolment of black 
(African, Coloured, Indian) students and categorised 
as the historically disadvantaged institutions (HDIs). It 
has been argued, however, that the Apartheid system 
‘was more sophisticated than a simple dispatch of 
smaller checks to the HDIs’ [4]. The method 
employed in the allocation of funds had the effect of 
stunting the development of systems of accountability, 
as well as the administrative capacity in the HDIs [47], 
[53].  

State funding of higher education decreased between 
from 0.86% (1986) of gross domestic product to only 
0.66% (2006), resulting in student tuition fees 
increasing. In addition to this, institutions kept 
academic staff relatively constant while student 
numbers increased considerably [19]. Controversy 
and debate surrounding these problems became the 
order of the day. Political, legal, social, and economic 
problems, underpinned policy directions which 
institutions had to cope with [18], [53]. 
South African universities also had to contend with the 
effects of global increases in the demand for tertiary 
education. In addition, the changing organisation of 
management and governance structures towards 
managerialism (adapting private sector business 
practices) is highlighted as one of the most important 
changes in universities which came from the 
“knowledge society,” the rise of the service sector 
where societies and countries are now dependent on 
knowledge products and highly educated personnel 
for economic growth [1], [40].  
In respect of the growing rate of internationalisation, 
[1], identified several uncertainties associated with it. 
Amongst the uncertainties are the following 
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Figure I: Uncertainties from internationalisation 

 
The manner in which performance management 
systems have been impacted by the complex web of 
changes warrants study.  
Events which reflected the challenges faced by 
universities in adapting to changes from without and 
within are catalysts for this research. The placing by 
the Minister of Higher Education, South Africa, of 
four Universities under administration in 2011 and 
2012 due to failure in governance and financial 
management systems illustrates the severe pressures 
confronting the controls of higher sector institutions in 
South Africa [20], [21], [22], [23]. In this regard, 
strong performance management systems are an 
essential control to ensure the viability of an 
institution [14]; [61]; [63].  
 
Organisations are open systems because they receive 
input from their external environments and send 
output back to the environment; effectiveness of an 
organisation in achieving its objectives is dependent 
on the maintenance of a consistent relationship with 
the environment [54], [60]. Adaptability of 
management accounting practices to changes in 
external circumstances and to internal factors is 
important for performance management systems to 
retain relevance [34], [56], [55], [60]. 
 
Literature on changes in management accounting 
practices indicates that most such research is 
conducted in developed countries with a private sector 
orientation: for portability of practices to be 
successful, the political, economic, social and cultural 
environment interfacing with an organisation needs to 
be considered [9], [12], [60]. Management accounting 
is based on assumptions of rationality, and tends to 
propose simplistic deterministic solutions in a world 
which is complex; relevance of the teaching of the 
course is, therefore, questioned and it is suggested that 
authors should clarify its limiting assumptions [57]. A 
wide gap between practice and what is taught in 
management accounting practices at higher education 
levels exists [57], [60]. Students and practitioners are 
encouraged to investigate alternate perspectives of 
management accounting focusing more on developing 
countries [60]. 
 
Emerging themes in management accounting research 
were identified in [7]. The emerging themes and gaps 
identified, as well as detailed literature review, serve 
as support for this research. The themes are decision 

making for strategic control, performance 
management for strategic controls, control models and 
forms of organisation as well as increased focus on 
gaps between practice and theory. Similar findings 
were made in [29].  
 
The question remains, what is the degree to which 
South African institutions in the higher education 
sector have been affected by contextual factors? This 
study in South Africa is informed by the need to 
investigate performance management practices and 
how they have evolved in reaction to changes in the 
educational environment. 
The introduction concludes by clarifying the purpose 
and stating the research questions, outlining the 
significance/contribution of the study and the 
limitations and assumptions made in conducting the 
research.  
 
Purpose and research questions: 
This study seeks to investigate the impact of changes 
in contextual factors on the performance management 
systems of South African Universities. In this regard, 
the study will evaluate the following research 
questions: 
a. How have changes in the external environment 
influenced performance management systems of 
South African universities? 
b. How have changes in the internal environment 
influenced performance management systems of 
South African universities? 
 
Significance and contribution 
This study can contribute towards a better 
understanding of the complexity of management 
control systems in the higher education sector. 
Complex problems in the sector arise due to the 
presence of multiple outputs and inputs, as well as the 
need to meet the demands of multiple stakeholders 
[14], [58]. This study can provide more guidance to 
management accounting control system designers and 
practitioners in the sector leading to implementation of 
systems which fit the organisations better and, more 
importantly, increase organisational effectiveness [6], 
[31], [36], [37], [42], [52], [54], [56] 
Very few studies have been published, internationally 
and in emerging economies which investigates 
performance evaluation in higher education 
institutions from a management accounting and 
control perspective. Most of these studies have been 
conducted in commercial and manufacturing 
industries [16]. The literature on performance 
management systems is dominated by research in 
developed countries [60]. The study is expected to 
bridge the gap between theory and practice of 
management accounting control systems [7].  
 
Limitations 
The study has been performed in the higher education 
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sector of South Africa. The study is limited to 
performance management systems, a subset of 
management control systems. The case selected 
belongs to the group of universities profiled as 
previously advantaged, research intensive and not 
involved in a large merger. A single case is used in the 
research. In its home page of the internet, the 
institution describes itself as a ‘remarkable university 
that is internationally distinguished for its excellent 
research, high academic standards and commitment to 
social justice.’ In order to protect the identity of the 
institution, the case is referred to as Elite100 
University to acknowledge its standing and 
aspirations. 
  
In using a single case, it may be argued that the 
findings cannot be generalised to other organisations. 
However, the volume of data generated is heavy and 
the phenomenon studied is complex due to the 
multiple variables at play. The use of a single case is 
preferred as it makes the analysis manageable. Rigour 
for the study is achieved by following frameworks for 
case studies as outlined [25], [26], [64]. Single case 
studies are commonly used and well documented in 
the literature. 
 
Assumptions 
It is assumed that the semi-structured interviews are 
appropriate to the respondents whose responsibility 
includes financial administration in their organisations 
and, therefore, have sufficient validity and measure 
the desired constructs. The study relies on a purposive 
sample of experts – individuals who are or have been 
employed at senior and executive levels of the 
organisation: it is assumed that they understand the 
questions and depth of knowledge of the operations of 
the institution and contextual factors. It is assumed 
that respondents will provide truthful responses 
without material bias.  
 
II. LITERATURE REVIEW 
 
Literature on changes in performance management 
systems, management accounting practices, 
contingency factors and institutional theories have 
been drawn from a wide range of sources including 
academic journals, textbooks, webpages, government 
publications and gazettes covering several decades 
but, drawing from contemporary studies. Concerted 
effort was made to include articles within the decade 
under study. In order to ensure that adequate literature 
was covered, use was made of papers which surveyed 
analysed previous literature on the subject for 
comparison purposes – examples of which are [12], 
[52]. 
 
2.1 Theoretical framework 
Contingency theory suggests that management 
accounting systems (MAS) are dependent on a range 

of variables at play in the external and internal 
environment interacting of organisations [12].  MAS 
evolve over time, so it is necessary they reflect the 
effect of external variables like uncertainty, 
competition, historical legacies, as well as internal 
variables like embedded routines and organization 
culture [56], [60].  
 
Other theories are just as important in understanding 
management accounting practices such as  agency 
theory which has relevance due to the use of 
performance measurement systems in not for profit 
organisations. Reference [28] hypothesised that 
competition from other firms causes discipline in 
institutions. Agency theory deals with the relationship 
between the principal who delegates work to another 
party, the agent, by attempting to resolve two 
problems arising in that relationship, i.e. conflicting 
desires and goals of agent and principal [3], [25], [26]; 
[41].  
 
In the context of universities, the state takes the role of 
principal acting on behalf of tax payers while 
management (council) takes the role of agent. Within 
the university itself, the agency relationship replicates 
and executive management becomes the agent while 
councils are the principal. Executive management can 
also themselves be considered as principals and 
employees with relatively lower levels of 
responsibility, taking the role of agents. Each one has 
responsibilities through job descriptions prepared for 
their positions. The job descriptions and conditions of 
service and remuneration are meant to clarify what 
each one is expected to do, in this way, minimising 
misunderstandings in delivering outcomes expected of 
them – this it is hoped should resolve the agency 
problem. The overall aim from the organisation 
standpoint is to dispatch the missions given to it under 
the Higher education act [38]. The agency problem 
manifests itself in barriers to the development of 
performance indicators and their application. In risk 
averse public-sector organisations, the desire to 
develop the perfect indicator the first time may 
generate prevarication and challenges in 
implementation of an acceptable system of 
performance measurement [50]. The foregoing has a 
role to play as there is an overarching relationship 
between agency and contingency theory – this is 
because the manner in which management relate with 
employees through their powerful representatives 
forms part of the internal contextual factors in the 
university. How the internal relationships interface 
with management accounting practices and 
performance management systems makes an 
interesting case study. 
 
The principal-agent model provides a vital 
contribution to managerial accounting research 
through a coherent framework within which one can 
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view managerial accounting procedures and pose 
relevant questions. Based on the principal-agent 
model it would be expected that certain managerial 
accounting procedures should be prevalent only in 
contexts in which individuals would benefit from their 
use and in that way problems generated by 
self-interested individuals should be mitigated [3].  
 
Reference [38] clarifies the expectations from 
universities expressly and publicly so as to establish a 
single co-ordinated higher education system providing 
requirements for annual audit and preparation of the 
annual report. The imperative for redress in respect of 
past discrimination and promotion of diversity of 
representation and equal access to higher education is 
highlighted. Other expectations are more intangible 
and inform what the literature review argues as 
making outputs of not for profit organisations 
complex. It is the aim of the State for higher education 
institutions to enjoy freedom and autonomy but still 
observe to their relationship with the State in respect 
of public accountability while delivering the national 
need for advanced skills and scientific knowledge. 
This sounds beautiful but is not easy to quantify. 
 
Agency theory and its principal-agent model are not 
without criticism. The criticisms emanate from the 
assumptions underpinning the model, as well as its 
emphasis on internal consistency and optimal 
solutions [3]. Reference [3] argues that the assumption 
that courts will enforce at no cost and accurately is 
unrealistic; secondly, the principal-agent model takes 
the restricted view that the environment in which firms 
operate can be criticised as too narrow because it 
leaves no room for trust and fairness. Such 
characteristics can be claimed to have an effect on 
behaviour. Nevertheless, the criticisms can be viewed 
as less compelling when one takes the principal-agent 
model as a useful framework for analysing problems 
in real life set ups and highlighting problems 
observed. A framework which should be considered in 
applying managerial accounting procedures and 
performance management systems [3], [25], [26]. 
Agency theory contributes to organisational thinking 
in the treatment of information, formal information 
systems  play an important role with the implication 
that organisations can invest in information systems so 
as to control agent opportunism [25], [26]. Three 
additional theories provide further basis for 
understanding relationships between contingent 
variables and management accounting practices [56]: 
New Institutional Economics, New Institutional 
Sociology, Old Institutional Economics. 
 
The institutional theories indicate that external 
pressures have an impact on how organisations 
structure themselves and how they are governed – in 
so doing, they affect performance management 
systems. Although the theories may be packaged 

differently, when examined in more detail it becomes 
clear that they are similar to contingency theory but 
due to the approach make it even easier to understand 
the complexities involved in change dynamics. These 
theories have been applied in investigating the 
changing interplay between new management 
accounting practices, power and politics in a research 
and development division of a chemical manufacturer 
in the UK [11].  
 
The theories discussed above are all complementary in 
explaining the cause-effect processes. The framework 
is represented in the diagram, Figure II. The 
framework is the a priori construct used as part of the 
suggested procedure for conducting a case study [2], 
[15]; [25], [26]; [64].  

 

Contingency theory:
changes in environment 
impacting on 
organisation structure, 
PMS, strategy...A fit 
between PMS and 
environment, 
structure, strategy... 

Agency theory:
conflict in desires and 
goals of principal and 
agent. Control problem. 
Principal requires 
information to assess 
agent performance. 
PMS needed to 
measure staff 
performance to meet 
organisation objectives

New institutional 
economics:
Bounded rationality, 
opportunism, transaction 
costs due to external
pressures influence
structuring of 
organisations and PMS.

New Institutional 
sociology:
similarity between 
organisations due to 
coercive impact of 
regulation and 
political pressure and 
norms.

Old Institutional 
economics:
internal forces 
(habits, rules,
routines) influenci
ng changes in PMS.

Historical 
legacies
Apartheid, 
dual 
education, 
poor teacher 
training, urban 
development 
focus

External Variables
Competition, funding, technology, regulation, political pressure

University PMS
Aggregation, timeliness, scope

Internal Variables
Culture, strategy, structure, transformation, student number growth, 
embedded routines

 
Figure II: Theoretical framework 

 
III. RESEARCH METHOD 
 
In-depth structured interviews are used and 
corroborated with analysis of publicly available 
annual reports of the selected organisation.  
A case study approach has been used for similar 
studies on performance – a joint venture where the 
factors studied were bargaining power, management 
control and performance, [62]. Evolution of 
performance management systems in a changing 
business environment in the electrical sector in the UK 
[44]. Accounting change in the department of product 
development within a small chemical manufacturing 
firm operating in the UK using the institutional 
framework of accounting [11]. Management 
accounting changes in the retail sector in South Africa 
[60]. Reference [11] argued that by focusing on 
processes of change in accounting practices in a 
specific setting, the case study was a powerful way in 
which aspects of the change process could be 
illuminated and that the case method has an advantage 
over conventional static approaches. Conventional 
approaches to research tend to ignore critical aspects 
of change at play in a complex environment. 
Reference [60] states a compelling motivation to add 
to studies using that approach in an emerging 
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economy. The paper provided useful insight and 
bolstered confidence in using the case study approach 
for this research. 
 
3.1. Population and sample 
The study was conducted in the higher education 
sector of South Africa which comprises of 23 contact 
universities of varying sizes.  
A single case is used for this research. Out of the 
population of twenty three, the case selected is a 
research intensive well known and established 
university based in the Johannesburg metropolis; 
details of the population and how the universities are 
classified into categories were obtained from [10].  
The table in the annexure (appendix A) was adapted 
from that study. The subject of this case study, 
Elite100, is classified on the basis of input indicators 
as a contact medium size university and in terms of the 
South African education policy framework where 
there are eleven universities, six universities of 
technology and six comprehensive universities it falls 
under the university category, [10]. The advantage of a 
single case is derived from a greater depth of evidence 
and ease of gaining insights, [59]. The Department of 
Higher education and Technology classifies the sector 
into three categories, namely, research intensive, 
comprehensive and the technology universities; it also 
classifies the sector into two broad categories – 
previously disadvantaged and previously advantaged 
universities. There are also universities that have 
merged with others [5]. The university selected is one 
of the few universities sharing similar profiles which 
include previously advantaged, research intensive and 
it has not been involved in a large merger with others. 
Selection was purposive and convenience based - the 
researcher is an employee in the university and was 
confident of finding the data needed to complete the 
study due to ease of searching archives of annual 
reports over a period of ten years and securing 
interviews with a variety of respondents from senior 
management to executive levels and across different 
functional responsibilities. 
3.2. Data collection  
Data was collected in respect of: demographic profile 
of respondents of survey, industry profile of the 
university and the theoretical themes in respect of 
variables under investigation in the research questions. 
Data collection was done through a triangulation 
approach: analysis of annual reports over the past 
decade, and semi-structured in-depth interviews. Data 
collection was guided by the following approach: a 
case study database was created so as to enhance 
reliability – notes on interviews and document 
analysis were typed in Microsoft word; documents 
were copied and electronically filed; a chain of 
evidence was maintained through citation of 
documents, interviews, time and place of interviews.  
3.2.1 Semi-structured in-depth interview 
Semi-structured interviews normally revolve around a 

few central questions [48]. Reference [44]used 
semi-structured interview approach in the case study 
research to investigate the evolution of performance 
measurement systems in changing business 
environment in companies – the data was collected by 
interviewing managers involved in performance 
management.  
The questions were structured so as to extract useful 
information regarding central themes regarding the 
variables under study and links of cause and effect. 
The themes in respect of each variable are informed by 
the literature review.  
3.2.2 Documentary evidence 
Additional data was collected through the examination 
of published annual reports of the university over a 
period of ten years. This was a longitudinal approach 
to corroborate results of the semi-structured 
interviews. The annual reports are publicly available 
and no permission from the management of the 
institution was needed. Documentary evidence was 
limited to the annual reports which, being published 
and for public use, were deemed to be objective 
sources of data. 
 The annual reports are official and reliable sources of 
information as they are prepared so as to meet the 
requirements of the Manual for Annual Reporting of 
Higher Education Institutions [38].The contents of 
annual reports of the university is standard and was 
found to have sufficient material from which data 
could be found. 
It was expected that valuable data obtained in this way 
from such a reliable and detailed and structured source 
would serve as validation and triangulation for the 
responses received from the interviews. This method 
is similar to that used by reference [62] in their study 
and advocated by reference [64] as well as [15], [25], 
[26], [59]. 
3.3 Data analysis 
A case study method is used to analyse the data. The 
strategy is guided by reference [64] but modified for 
this study through other tactics outlined as appropriate 
by other authors and is as follows: analysis relies on 
theoretical propositions, development of case 
descriptions, use of both qualitative and quantitative 
data and examining rival explanations. All evidence 
collected has been analysed, the most significant 
aspects of the case study have been addressed and 
prior knowledge acquired through literature review 
has been applied. Transcripts from the interviews and 
notes from document analysis have been content 
analysed. Responses were coded according to the 
themes developed from the literature review, grouped, 
analysed and assessed for patterns, trends, data was 
displayed in tabular formats and graphs for some 
quantitative data. Frequency of themes was tabulated 
and categorised. The combination of techniques used 
for analysing the notes from the interviews and notes 
on the document analysis are: time series analysis, 
pattern matching logic, chronological analysis and 
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logic models.  
The ‘a priori specification of constructs’ is common 
amongst the authors in case studies and was built 
through the literature review section: this guided both 
collection instruments and analysis of the evidence, 
[15], [25], [26], [64]. The construct is built from 
literature as per table below: The approach used 
involves case analysis. One of the realities of case 
study is a staggering volume of data. Within case 
analysis involves write ups of the observation in 
descriptive terms making it possible to cope with the 
evidence and generate insights of the case, [25], [26]. 
 
IV. CASE STUDY RESULTS AND DISCUSSION 
 
The respondents selected for the study comprised of 
senior managers and executives with both 

administrative and academic experience spanning 
institutional knowledge of more than ten years on 
average. The interview schedule is as reported under 
the methods section. A total of fifteen university 
employees were interviewed. Six of the people 
interviewed are professors. The respondents have 
considerable knowledge of the university because of 
their responsibilities, therefore, they can be regarded 
as experts. Appointments were set up with 
respondents in advance and all of the interviews were 
carried out in the offices of the respondents with the 
exception of one. Interviews lasted at least one hour.  
The interviews were based on ten structured questions 
dealing with external and internal environmental 
changes and how they affected the university over the 
decade.  

 
Below are the profiles of the respondents: 
 

 
Field & responsibility area 

Number of years 
at university 

Level of 
management 

1 Chartered Accountant, Chief Financial Officer 7 years Senior Executive 

2 Professor, Former Deputy Vice Chancellor for Research, 
Former Head of School in faculty of Humanities, Director 
of New Twenty  
First Century Institutes 

Over 10 years in 
senior 
management 

Senior Executive 

3 Professor, Medical Doctor, Former Head of School – 
Anatomical Sciences, Assistant Dean, Acting Dean  

Over 10 years in 
senior 
management 

Senior Executive 

4  Faculty Financial Manager 12 years Senior manager 

5 Civil Engineer, Head of Infrastructure Capital planning and 
development 

13 years Senior manager 

6 Marketing communications Head Over 10 years Senior manager 

7 University Librarian  Over 10 years Executive  

8 Research Office Head Over 10 years  Senior manager 

9 Professor, Honorary professor school of architecture, 
Founder of centre for part time studies, Acting Dean of 
Commerce, Law and Management 

Over 10 years Senior Executive 

10 Head of Business Intelligence services, IT background Over 10 years Senior manager  

11 Professor, School of Social Sciences, Assistant Dean, 
Chair of research committee, Member of University 
Strategic Planning and Resources Allocation Committee 
and Finance sub-committee 

Over 10 years Executive 

12 Professor, former Head of School, former Dean of 
Commerce, Law and Management, former Deputy Vice 
Chancellor for Finance and Operations, Academic 

Over 10 years  Senior Executive 

13 Head of Alumni affairs Over 10 years  Senior manager  

14 Head of Campus control and security services Over 10 years Senior manager 
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15 Professor, former Head of School -media studies, former 
Dean of Humanities, Deputy Vice Chancellor for Finance 
and Operations 

Over 10 years Senior Executive  

Table II: Respondent profiles 

 
Documentary evidence: Annual reports of Elite100 
University – 2002 to 2011: 
The research methodology includes the analysis of 
annual reports in order to find data to address the 
research questions and corroborate findings from 
in-depth interviews. Annual reports for Elite100 
University for the decade have been analysed, starting 
from 2002 up to 2011. Data was analysed according to 
the themes which pertain to external environment 
(technological changes in IT, regulatory requirements, 
competition, ranking, funding levels, political 
pressure, and transformation) and internal 
environment (strategy changes, student numbers and 
demographics, organisation structure changes) and 
performance management systems.  
 
Case study results and discussion 
Contingency theory suggests that performance 
management systems are influenced by changes in 
external and internal environmental variables [12], 
[56]. Results of the interviews show that the university 
experienced considerable changes in its external 
environment. Technological changes in IT brought 
about challenges and opportunities. Challenges arose 
from change and the need to keep up with it (limited 
funding, student needs, IT architectural changes, 
concerns over the quality of data and ownership of 
data – i.e. IT governance structures). On the other 
hand, changes introduced opportunities which 
management took advantage of - availability of more 
effective means of keeping in touch with students 
(self-service). Respondents indicated that over the 
decade, performance measurement systems became 
more accessible from a timeliness and scope 
perspective although problems relating to poor data 
quality were prevalent, especially in respect of 
aggregation. Financial reporting was more regular 
than previously. These findings are in line with 
literature [7] [12]. They are consistent with studies by 
[31] and [33]. 
New regulation during the decade demanded changes 
in annual report formats and the nature and detail of 
information to be included [5], [17], [19]. This 
resulted in the reports growing over the years from 40 
pages in 2002 to 302 pages in 2011. Large amounts of 
data with no narrative were progressively included in 
the annual reports when the changes were 
implemented over the years. Respondents explained 
that there was growth in performance measures over 
the decade but more as a result of government 
regulations than university requirement. This gave the 
impression of a ‘box ticking’ approach. It appeared 
more about compliance than a genuine aim to inform 

the public. Nevertheless, regulation had an impact on 
reporting of performance measures. 
 
The international ranking of universities grew in 
relevance during the decade. Benchmarking with other 
universities became an accepted means of 
performance measure as the university attempted to be 
more competitive on the league tables. While 
performance measurement systems in use at the 
university remained more or less the same over the 
decade in content, benchmarking certainly added a 
new dimension to the scope of performance measures. 
Reference [6], [14], [43], [56], [63] indicated the 
adoption of benchmarking as a performance 
management system to adapt to changes in the 
environment. New Institutional Economics assume 
bounded rationality and opportunism which form the 
basis of how organisations are structured in certain 
ways and how management accounting practices come 
into being. New Institutional Sociology attempts to 
explain why certain organisations in the same sectors 
are similar – in this respect benchmarking is a form of 
mimetic isomorphism arising from attempts by an 
organisation to copy practices of other organisations 
seen as more successful, leading to normative 
isomorphism which arises from organisations 
following societal norms and practices. Both the new 
economic and new institutional sociology theories 
relate to pressures applied from sources external to the 
organisation impacting on structures and management 
accounting practices. These theories provide backing 
to the phenomena at play in the case. 
 
The results from both interviews and analysis of 
annual reports show that the decade was characterised 
by dynamic changes. Apart from competitive 
problems due to growth in importance of university 
ranking and rapid ICT changes, financial needs to run 
universities grew, student numbers increased, the 
student body became more diverse and regulatory 
changes introduced new requirements to comply with. 
The results show that the university introduced new 
strategies and reviewed its strategies constantly so as 
to remain relevant and deal with the new environment. 
Although the major organisational structure changes 
occurred just before the decade under study, the 
findings show that certain structural changes were 
introduced in line with the changes in strategy, such as 
the restructure of the advancement function, the 
change in the joint senate committee on strategic 
planning and allocation of resources and appointment 
of a strategic planning director as well as setting up a 
new information management unit. Reference [44] 
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resembles the findings– performance management 
also evolved in response. Respondents also explained 
that financial reporting was more structured and 
formalised and that the criticisms of managerialism 
had been dissipating over the years with the 
acceptance of a more ‘business like’ approach and a 
much higher understanding of the government subsidy 
formula linking outputs with funding. Ref [13], [31], 
[33] shows previous empirical studies relating to 
uncertainty, which are constant with this study. 
Governance structures have considerable decision 
making power (senate, research committees and so 
on).  
 
Literature suggests that in large organisations with 
more sophistication and diversity and high levels of 
decentralisation, more sophisticated controls are 
expected, together with formal and traditional 
performance management systems [12, [45]. No other 
controls such as reward based individual performance 
systems were in place. Although performance 
measures such as research output, were available, it 
would appear that such information was largely 
produced as a requirement of the Department of 
Higher Education and Training reporting regulations 
than linking it with individual performance. All 
respondents confirmed that individual performance 
systems were non-existent and that previous attempts 
to implement have been unsuccessful.  
The internal environment at the university is explained 
by the Old Institutional Economics theory which deals 
with pressures which arise internally in organisations, 
helping to shape changes in management accounting 
practices: these internal forces relate to habits, rules 
and routines which evolve over time. In a university 
environment, labour forms the largest element of cost 
structure and, as findings show. Agency theory 
attempts to deal with the problem between the 
principal and agent relating to conflicting desires and 
goals [25], [26], [41]. In agency theory performance 
management systems (such as individual incentive 
schemes) are used in achieving purposeful outcomes 
[12]. The non-existence of performance management 
systems at individual levels at the university seems to 
have caused unsatisfactory institutional performance. 
In this respect the VC mentioned that although some 
improvement was evident, targets that were set in the 
strategy were not met. 
 
In line with contingency theory and previous studies 
[24], [27], [30], [32], [35]. The Vice Chancellor 
acknowledged that there was an improvement 
although set targets were not achieved. It was also 
evident that financial performance improved during 
the decade from the large deficit of R128million in 
2003 to significant surplus of R127million in 2011, 
attributed by the Vice Chancellor to better expenditure 
controls implemented, following adoption of the 
turnaround strategy, although some improvement in 

state funding noted in the last few years have also 
played a part.  
 
The case also highlights the relevance of contingency 
theory, especially on the academic staff where 
resistance to the introduction of individual 
performance measurement was widely expressed, in 
that performance systems may be dependent on the 
nature of organisations – in this regard, a team focus is 
indicated as more appropriate and more likely to be 
successful, based on the continuous acceptance of 
school quinquennial reviews which assess 
performance at school levels. The academic staff 
performance seems to be measured with financial, 
quantitative, qualitative metrics used and more 
systematically applied over the ten year period. The 
weakness in such an approach, particularly in 
addressing unsatisfactory performance at individual 
levels, is highlighted through results of analysis of the 
annual report and consensus from interview 
respondents. The performance measures have not 
addressed staff who did not offer themselves for 
promotion, for example. Nevertheless, without the 
apparently strongly embedded academic performance 
systems at team and school levels, the university’s 
overall performance would have been worse.  
 
CONCLUSIONS, LIMITATIONS AND FUTURE 
RESEARCH 
 
This case demonstrates the influence of environmental 
factors on the process of changes in management 
practices and performance management systems. It 
supports the arguments put forward in literature which 
indicates that change in external pressures impact on 
management practices in various ways. The case 
identifies several variables in a practical real life set up 
and how the individuals in the organisation perceive 
them, reminding the researcher that institutions are 
made up of individuals, as they are socially 
constructed. The longitudinal analysis of the case 
through annual reports published over a period of ten 
years corroborates the experiential views expressed by 
the individuals during interviews. Triangulation of 
data sources enhanced reliability of the results. The 
case suggests that internal environmental factors may 
have the effect of constraining an institution’s ability 
to institute intended changes in practices and, in turn, 
performance management control systems: this results 
in underperformance. 
 
The preliminary theoretical framework developed 
through literature review provides a priori constructs 
which prove capable of guiding the case research and 
the potential to explain the results. The bases of the 
theoretical framework are agency theory, contingency 
theory, new institutional economics, old institutional 
economics and, all of these theories combine to 
explain the case phenomenon. In general, further cases 
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need to be studied in order to corroborate or refute the 
findings. There are possibilities of conducting deeper 
investigations using the same framework and these 
need not be in different organisations but in divisions 
or Schools in the same university. In the case study, 
the control problems associated with the principal and 
agent are evident. Contingency theory and new 
institutional economics explain that external pressures 
and transaction economics influence organisation 
structures. New institutional economics deals with the 
coercive effect of regulations. Contingency theory 
indicates that technology and funding constraints had 
an impact. Old institutional economics explained the 
internal forces which have sparked systematic changes 
in performance systems through several changes in 
strategy over the decade.  
 
Reference [15], [25], [26], [59] show that the analysis 
supports the argument in the theoretical framework is 
useful in case research. Such a framework is also 
helpful in understanding management accounting 
change [54]; [56].  
The case illustrates that understanding the internal 
environment is crucial in implementing necessary 
changes to steer institutions. In the study it is evident 
that, in respect of performance systems it may not be 
easy to implement standard reward based management 
systems which may be prevalent in other industries by 
transplanting them directly into public sector 
environments – team dynamics may need to be 
considered seriously. What is easily accepted 
elsewhere may face resistance and fail to work in 
another sector. The plethora of performance systems 
already in play at the university (incorporating 
quinquennial reviews, targeted reviews, promotions, 
sabbatical leave criteria etc.) need to be considered 
seriously with a view to strengthening them. 
Reference [8] observed the internal environment, 
explaining it as the organisational culture, formal and 
informal organisational structures and the role of 
powerful groups and individuals which inform 
organisation process type leading to the proposition 
that the internal environment determines how 
performance should be measured. This observation 
was evident during the case analysis.  
 
The results of the study indicate that the performance 
management practices contradict this expectation: in 
fact, powerful groups are at loggerheads within the 
organisation with staff unions, especially the academic 
unions, resisting initiatives by management aimed at 
implementing reward based performance management 
at individual levels. Team based performance 
management appears to be more accepted and the Vice 
Chancellor suggested the reinforcement of a team 
approach in his written accounts found in the annual 
reports of the last two years of the study. In addition to 
this was the growing realisation that government 
subsidies were being directly linked with outputs. 

These findings are consistent with [49]. 
 
It was evident that over the decade the organisation 
has adapted financial performance measures 
increasingly with the use of budget versus actual and 
variance analysis becoming more embedded in the 
structures. The institution has developed a strategic 
financial model as reported by respondents and the 
financial model has been used to analyse financial 
performance through the calculation of faculty bottom 
lines, making it possible to compare overall 
performance between faculties. This conclusion about 
wide use of financial-based measures is supported by 
findings from other studies such as [46]. 
Broad scope performance measures have grown in use 
at the university. Technology made it possible for 
dashboards to be built, improving access to useful 
information for staff at varying levels. There is 
evidence of modelling growing in use at the university 
(enrolment planning, financial modelling), increased 
use of benchmarking, increased timeous delivery of 
information: this was similar to findings from 
empirical studies that were carried out in universities 
and other environments, [6], [14], [63]. 
 
In the case, the arguments made are more about quality 
concerns regarding data than its availability, as well as 
fears of data overload. This appeared to lead to 
structural changes to address the concerns. The 
analysis shows that management created new 
specialist divisions to deal with information needs to 
meet regulation (management information unit) and 
appointed a senior executive at deputy vice chancellor 
level to deal with information and technology matters. 
The new institutional economics theory explains, as 
indicated in the theoretical framework, why such 
structural changes happen. The findings are in line 
with findings from empirical research, [12]; [13]; [31]; 
[39]; [55]. The findings about broad scope information 
support conclusions from (reference [46]) where 
adoption of multi-dimensional performance 
management techniques were referred to as the best 
way to capture the influence of intense competition 
and environmental uncertainty. 
 
The theory emerging from the study was built from 
constructs that can be readily measured and 
hypotheses that can be proven since it is grounded in 
real life observations and verified by longitudinal 
analysis of objectively compiled and published annual 
reports. The constructs have been built through the 
theory building process meaning the validity is high as 
it intimately tied with the evidence and consistent with 
empirical observation, [25], [26]. This is the strength 
of the study. 
 
Future research directions 
Case studies of universities in South Africa sharing 
similar backgrounds and classified as research 
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intensive will serve to provide a comparison of the 
results and either confirm the results obtained in this 
case study or contradict them. Provide a means of 
building the theories generated. 
 
Other studies can be carried out in state owned entities 
where the influence of government is prevalent. In this 
way, government administrators may receive guidance 
in formulating regulations and monitoring 
mechanisms which are informed and grounded by 
theory and help improve achievement of national 
objectives. 
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