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Abstract: Researchers have perceived the advantages of performance 

measurement systems for public and private institutions. Besides, they 

asserted that the failure or the success during the adoption process depends 

on various external and internal factors. Furthermore, organizational culture 

is a fundamental pillar of any institutional development or adoption of any 
modern management system. Neglecting studying the effects of this factor on 

adopting modern management systems before starting the implementation 

stages may lead to failure to adopt these systems. Responding to this issue is 

crucial to understand the adoption practices of performance measurement 

system in the organizations and to explore the mutual influence between the 

forces that lead to the institutions adopt this system. This paper aims to 

develop a conceptual framework by reviewing previous literature and 

exploring the relationships among organizational culture, internal and 

external influences, and performance measurement system’s adoption. It also 

aims to integrate the organizational change, contingency, and institutional 

theories to come up with a more reliable and robust framework. 

Keywords: Organnizational culture, Performance measurement system, 

Adoption, Factors 

Introduction 

Performance measurement system 

(PMS) is one of the prominent systems that 

link the institution’s strategy with its various 

activities and operations to achieve its desired 

goals, through helping the organization in 

tracking its progress.  

Despite the great potential benefits of 

PMS for the organizations and its 

contributions in the efficient and effective 

management practices, some institutions are 

facing challenges in the adoption process, 

which may lead either to failure or at least 

achieving incomplete benefits (Abubakar et al., 

2015; de Waal & Kourtit, 2013; Jääskeläinen & 

Sillanpää, 2013). Prior research explored the 

determinants of PMS adoption and defined 

many factors that affect firms to adopt such 

system. Surely, only a certain number of 

internal and external factors are able to 

influence the firms to adopt PMS (Pedersen & 

Sudzina, 2012). However, many researchers 

concluded that studies on the effect of the 

internal and external environments on 

adopting the performance measurement 

system are not sufficient. Some studies 

examined the impact of some internal factors 

on the relationship between external forces 

and the adoption of modern management 
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systems (Agarwal et al., 2018). Other studies 

have claimed that there was a moderate 

influence of organizational culture on the 

relationship between adopting innovation and 

modern management practices, and the 

environmental factors (Dubey et al., 2017; Liu 

et al., 2010). 

However, the results of the examined 

relationships between PMS adoption and its 

determinants are not conclusive. Moreover, 

the moderating influence of organizational 

culture on those relationships have not 

received adequate attention in previous 

literature. To fill this gap, this paper aims to 

construct a conceptual framework to examine 

the organizational culture as a moderator of 

the relationships between PMS adoption and 

its external and internal factors. 

 

Literature review 

Performance Measurement System 

Adoption 

To promote the achievement of goals of 

an institution and its growth, performance 

measurement systems (PMSs) are developed 

and adopted. PMSs are constructed so as to 

facilitate performance monitoring and to help 

recognizing the areas of success and failure. It 

is also a tool that helps in enhancing 

organizational skills and improving 

organizational learning.  According to Melnyk 

et al. (2014) and Neely et al. (1995), 

Performance measurement system is the 

process of developing measures and collecting 

data to generate organizational performance 

information by analyzing and interpreting 

those data. Besides, the ‘adoption’ term 

donates the acceptance and the start to use 

something (Awuzie & Emuze, 2017). Some 

researchers distinguished the stage of 

adoption from the stage of implementation by 

the fact that the adoption is the phase of 

identifying the performance measures and 

starting to use them, in addition to being the 

stage of knowledge and awareness of the types 

of measurements needed and their different 

dimensions (Carlucci et al., 2015). On the other 

hand, the implementation stage includes 

generating information from this system and 

using it in evaluating the firm's progress. In 

contrast, the importance of the adoption stage 

is that it is directly related to the 

organization's goals and the strategic direction 

thereof. Consequently, the complexity of the 

organization’s goals and the vagueness of its 

strategic direction represent the biggest 

challenge facing the adoption phase of such 

system. Not only that, but the internal and 

external environments of the organization play 

a crucial role, as this stage requires knowledge 

and acceptance of this system by the internal 

and external stakeholders alike.  

However, scholars emphasized that the 

process of adopting the performance 

measurement system is directly affected by 

the internal and external environments of the 

institution. Likewise, previous studies stated 

that institutions’ response to internal and 

external influences, or what is called 

adaptation, is what makes them either succeed 

or fail to adopt this system despite the great 

similarity in the circumstances and the 

environment in which these institutions 

operate (Mufid, 2019). Moreover, it was 

stressed in studies of Mufid (2019) and Al-

Dhubaibi et al. (2014) that adopting 

management accounting practices in general 

and performance measurement in particular in 

developing countries, especially Arab 

countries, is still in its early stages. The 

researchers determined that these countries 

are still implementing traditional practices, 

and modern practices suffer from clear 

deficiencies. Accordingly, scholars argued that 

better understanding of the factors that drive 

PMS adoption and implementation will 

increase the chance of higher adoption and 

implementation success rates (Abubakar et al., 

2015; Keathley, 2016; Quesado et al., 2016). 
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External Factor and PMS Adoption 

The rapid and successive changes in the 

external business environment, along with 

customers' preferences changes and 

technological development, make it necessary 

for institutions to adapt to these factors in 

order to maintain their competitive edge and 

achieve continuous growth. The external 

environment, for institutions operating in the 

various fields, holds many forces that influence 

directly or indirectly the adoption of change 

strategies and innovation. Scholars interpret 

the external factors as those environmental 

forces that are beyond the control of 

institutions. However, scholars have different 

perspectives regarding the conceptualization 

of the external factor. Some of the researches, 

e.g., Adeleke et al. (2018), considered the items 

such as politics, economy, and technology, 

while others, e.g., Elnihewi et al. (2014), 

theorized the institutional perspective as a 

basis of their studies about the relationship 

between the external influences on change 

initiatives and innovation adoption. However, 

contingency perspective has gained more 

attention among the researchers for the same 

studying purpose (Lucianetti et al., 2018). 

Furthermore, literature determined different 

elements such as environmental ambiguity, 

market readiness, and policy decisions as the 

external factors that typically influence 

adopting new ideas (Choe, 2003; Ochieng, 

2015). Other researchers, also, such as Ambler, 

Kokkinaki, and Puntoni (2004), identified 

several factors that are important to adopt 

innovation, including new technology, 

outsourcing, competition and the growing 

importance of service industries. In addition, 

Al-Shareem et al. (2015) reported that 

adopting new ideas is driven by environmental 

forces. Authors further claimed that the advent 

of new technology has greatly motivated 

organizations to promote a quality standard. 

Further, literature confirmed the significant 

role of the external variable on adopting 

management accounting practices in 

developing countries. Al-Dhubaibi et al. 

(2014), for example, stated that the level of 

adopting contemporary management 

accounting practices in Yemen is affected by 

external factors. Additionally, Hassan et al. 

(2020) found that external factors have a 

significant effect on PMS adoption in 

construction firms in Yemen.  In the same 

manner, Al-Akwa (2017) demonstrated that 

adopting a performance measurement system 

in Yemen is motivated by external pressure. 

Similarly, in South Africa, external factors 

influence management accounting practices 

among manufacturing companies, as stated by 

Mbali et al. (2019). 

Based on the aforementioned 

argument, this paper proposes the following 

hypothesis: 

H1: External factor has a significant 

effect on PMS adoption. 

 

Internal Factor and PMS Adoption 

An internal factor is a collection of 

controllable variables that help or hinder the 

performance and business environment of the 

organization. A broad range of determinants is 

defined in the literature to influence the firms 

to adopt PMS. Rogers (1983) asserted that the 

firm's internal features are key attributes in 

the adoption or rejection of innovation. 

Furthermore, Anh (2016) and Trang and 

Huyen (2017) stated that internal features 

represent a critical factor in adopting modern 

accounting management practices in various 

types of companies and institutions. In 

literature, a single internal element or a set of 

internal elements were involved in the 

investigations to determine if there was an 

effect on the adoption of innovation and 

modern management practices usage. To 

explain, in the South East Asian higher 

education institution, the organizational 

factors that affect PMS were explored (Mansor 

et al., 2012). Authors found that employee 

involvement, performance-oriented culture, 

and management commitment are the main 
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organizational factors that influence the 

implementation of PMS. Truong et al. (2020), 

also, stated that the internal factor a has 

significant influence on balanced scorecard 

(BSC). For performance measurement in 

Pakistan et al. (2013) considered 

organizational determinants as an obstacle to 

BSC adoption. The authors claimed that a 

specific organizational factor, i.e., 

organizational complexity, lack of slack 

resources, lack of awareness about BSC and 

weak organizational supportive domain, were 

major impediment to decision-making 

regarding BSC adoption. In the same context, 

Agarwal et al. (2018), Al-Dhubaibi et al. 

(2014), and Mbali et al. (2019) discovered that 

the internal factor was a crucial predictor for 

the adoption of management accounting 

practices. Accordingly, this study proposes the 

following hypothesis: 

H2: Internal factor has a significant 

effect on PMS adoption. 

 

The Moderating Effect of Organizational 

Culture 

Organizational culture is a collection of 

common beliefs, assumptions, and values that 

certainly influence the behavior and objectives 

of the institution and help the employees 

understand how the organization operates 

(Lewis & Boyer, 2002; White et al., 2003). 

Scholars, e.g., Ahmad (2012), Jardioui et al. 

(2017), and Keathley (2016), suggested 

organizational culture to encourage internal 

factors such as leadership and management to 

ensure effective decision-making and 

guidance, and to enable the organization to 

adapt effectively to changes in the external 

environment. Furthermore, authors have 

concluded that cultural research is valuable in 

studying performance measurement. Ahmad 

(2012), also, claimed that performance 

assessment, as one of the management 

processes, and organizational culture are 

mutually dependent and influence each other. 

In the situation of ignoring this relationship, 

output assessment may also contribute to 

counter-productivity. Besides, a strong culture 

is essential for successful performance 

(Kandula, 2006). In literature, it has been 

empirically confirmed that organizational 

culture influences the adoption and use of 

PMS. In Pakistan, Ahmad (2012) highlighted 

that organizational culture influences the 

performance management practices positively. 

Furthermore, Aboajela (2015) found that 

organizational culture has a significant 

relationship with the performance 

measurement system in Libyan higher 

education institutions. Similarly, in Nairobi, 

Nzuve and Njeru (2013) claimed that 

organizational culture effects the employees’ 

performance management. 

However, the conflicting findings 

regarding the influence of some variables on 

PMS have pushed several studies to propose 

exploring the impact of some other 

organizational variables on this relationship. 

Peterson-Mccaskill (2012), for example, 

recommended exploring the influence of the 

dimensions of organizational culture on the 

potential link between management practices 

and BSC adoption. Accordingly, a moderating 

impact of organizational culture on the 

relationship between total quality 

management (TQM) and entrepreneurial 

orientation and the performance of banks in 

Yemen was proven by Al-Swidi (2012). 

Additionally, Dubey et al. (2017) reported that 

the influence of external pressure on shaping 

PMS for sustainability benchmarking in Indian 

manufacturing companies was moderated by 

organizational culture. Similarly, Dai et al. 

(2018) revealed that the relationship between 

corporate environmental strategy and market 

pressures was moderated by organizational 

culture. 

Therefore, this paper proposes two 

hypotheses related to organizational culture as 

follows: 
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H3: Organizational culture has a 

moderating effect on the relationship between 

PMS adoption and the external factor. 

H4: Organizational culture has a 

moderating effect on the relationship between 

PMS adoption and the internal factor. 

 

Theoretical Basis and Conceptual 

Framework 

The adoption of a performance 

measurement system is an organizational 

change initiative that aims to improve 

organizations' capabilities in the face of 

environmental changes and technological 

development. Organizational change theory 

urges organizations to adapt to the 

surrounding environment changes and to 

evolve in customer preferences and market 

needs. This adaptation requires the alignment 

between the internal capabilities of the 

organization and the external requirements 

(Jones, 2013; Laurie, 2016). From an 

institutional perspective, the motivation for 

organizations to adopt change strategies is 

external pressure, not the organizations’ 

desire to develop (Ashworth et al., 2009; Scott, 

1987). However, this viewpoint was met with 

criticism by some researchers, who claimed 

that there are many shortcomings of this 

perspective and suggested studying the 

moderating influence of organizational culture 

on the relationship between external forces 

and the adoption of modern management 

systems (Dubey et al., 2017; Liu et al., 2010). 

Also, some researchers emphasized that 

studying the effect of external factors on 

adopting innovation initiatives and change 

strategies, apart from studying the impact of 

internal factors, will lead to incomplete and 

inaccurate results (Agarwal et al., 2018). 

According to that, the Figure 1 

framework of this study was developed based 

on the integration of the three perspectives, 

namely organizational change, contingency 

and institutional theories, to come up with a 

more comprehensive and accurate 

understanding of the impact of the contextual 

factors on the adoption of performance 

measurement systems in institutions. This 

paper classifies the factors that boost PMS 

adoption into two groups, namely external and 

internal, which is similar to the framework of 

Amara and Benelifa (2017), Shahzadi et al. 

(2018), and Truong et al. (2020). 

 

Conclusion 

In conclusion, this paper provides a 

conceptual framework to show the proposed 

relationships between organizational culture, 

external and internal factors, and PMS 

adoption.  

 

 

 

 

 

 

 

 

Figure 1. Conceptual framework 
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It contributes immensely to PMS 

literature, as it introduces a conceptual 

framework that is used for explaining the 

interplay influence of the external and internal 

variables on the adoption of PMS. 

Furthermore, this paper extends the body of 

knowledge by clarifying the theoretical 

possibilities of the integrated perspectives of 

organizational change, contingency, and 

institutional theories on the subject of 

performance measurement systems. Besides, it 

introduces the organizational culture as a 

moderator to overcome the shortcomings of 

some theories that were reported by several 

scholars. It is worth mentioning that this study 

will also increase awareness among decision-

makers and managers of the organizations to 

pay more attention to the power of the 

organizational culture on PMS adoption. 

Nevertheless, this paper has its limitations 

because it surely needs further verification by 

gathering data from the field to investigate the 

suggested relationships and the proposed 

model. 
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