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Preface

This thesis is an enquiry into organisational cointn political institutions. | have
sought to choose the simplest methods availabliigithesis, both due to my own
limited capability, and because of priorities imsthroject regarding emphasis and time
constraints. | have judged the potential for a nsbdentribution from my project to the
ongoing scientific debate in organisation theonpb&related to relatively simple, but
basic questions in organisational control. Spedlifjc | have questioned some issues
which in my point of view to a large extent and aservedly have been taken for
granted. These taken-for-granted notions are what this thesis have called the
conventional wisdom in management control.

My interest in the conventional wisdom in manageiremtrol stems from several
sources. | have during brief periods of time workethunicipalities, on one occasion as
the chief financial executive in a small municipalil have also as a researcher during
several years had the pleasure and opportunity ddicgpate in performance
measurement development projects in the Norwegiaal Igovernment, resembling
both action research and management consultingseTpeojects and networks have
given me a rich prior knowledge to the present guijboth with regard to internal
politics in the local authorities, as well as betwecentral and local government and
various interest groups. This background has alsengme first hand and sometimes
also an ‘insiders’ experience with these perforneameasurement issues. However, |
have wanted to avoid a potential pitfall due togiloie claims of vested interests or
advocacy roles in some of the experiences fromSt@&ndinavian local government
which | personally have participated in, which othise could have been put forward
for instance by doing in-depth case studies.

From my undergraduate studies in public administnaigraduate studies in business



management, postgraduate studies in managemennyaadn lecturing, | have noticed
that what is taught in lectures and written in lbextks, are sometimes only loosely
coupled with management practice. Furthermoreatiaglemic life is often governed by
strong traditions and the invisible boundaries Ileetv the disciplines but which
nevertheless study identical phenomena. Maybe & haveducational background and a
work experience, albeit limited, which neverthelessild have provided the relevant
training and practice to study such multi-disciplyn phenomena as organisational
control which otherwise could be ill-defined by dies within one discipline only. In
order to focus this thesis | have deliberatelydtiie use standard, classical organisation
theory as frame of reference and written with otsteidents of organisation theory as
intended audience. However, this audience is batgpniented and ill-defined. A more
precise notion of the intended audience could raibdellow students of organisational
control. This community is not only comprised ohslars and researchers working in
universities and business schools in the traditipreense, but is maybe as least as
much populated by management consultants, evafjateanagers, accountants and
auditors.

In organisation theory there are several reseagdhtions to draw from. Given that
such labels provide any meaning, in this thesisavehtried to pursue an Anglo-
American ‘positivist’ research tradition within tr@rganisation theory, rather than a
Scandinavian relatively case oriented researchtitvador a Continental, often either a
critical or a postmodernist, research traditionerehis now an extensive, disperse and
growing literature on performance measurement. Irdelo to simplify the
communication with the heterogeneous organisatieory community, | have tried to
the largest extent possible to employ standardynational, scientific literature. | have
therefore laid relatively much effort in trying boiild on the existing literature and profit
from the previous reported experiences from colleagWith the above considerations
in mind, | have also sought to write a short theldiswever, there evidently has been a
bias towards using only English literature in thigesis. Regarding contributions
published in the Scandinavian languages, | havauds®ed certain topics and published
these papers in some of the Scandinavian manageandnpolitical science journals.
However, regarding contributions made in other leygs than in English or
Scandinavian, my limited language skills have eesad me both from reviewing, and

from profiting from this literature. | have judgéte above sketched approach regarding



my project as providing the best potential for klsaing new insights and providing a

modest contribution to our understanding of orgatmesal control.

Kristiansand, December 1999

In this version | have reformatted the thesis tgepaize A4 with one and a half line

spacing. | have also corrected some typos.

Oslo, 13 February 2007
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Abstract

This thesis deals with how asymmetric informatiow aincertainty affect performance
measurement in local government organisational robonPerformance measurement
was found to be extensively studied in the classfagrganisation theory, especially in
conjunction with organisational learning. Howeveonventional wisdom predicts that
with uncertain and ambiguous contingencies, orgaioiss will use budget control, clan
control or political control. Other use of formabrdrol structures will largely be
symbolic and decoupled from internal actions. Rulshoice, agency theory and the
resource dependence perspective have in this thess suggested as a core of a
performance measurement research programme. Enpesiewith performance
measurement actually used in the public sectonen1980s and 1990s, as documented
in 24 studies reported in scholarly journals, weystematically reviewed, and 10
hypotheses were formulated. Prior performance measnt indexes reported in the
literature were in the present study modified ®oahcorporate verbal conclusions in
addition to numerical performance indicators. Datan 162 Norwegian municipal
annual reports was then collected by content aisalsd analysed with difference
between means in crosstabulations, multiple regmessnd by a simple case study.
Contrary to conventional wisdom, performance meament was found to be
extensively used and particularly under asymmeiniormation and uncertainty.
Implications of the findings point to the need talise agency theory, classical
contingency theory and the resource dependencepgmtrge more in public

management theory.
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Chapter 1: Introduction

1 Introduction

This thesis addresses organisational control inigall institutions. The research theme,
organisational control, is virtually concerned hg €ntire organisation theory literature.
Organisational controlis defined as a theory which specifies the difiees between
executive choice in an organisation and the dawssactually implemented (Cyert and
March, 1963/1992). Control has also been definedngsprocess in which a person or
group of persons or organisations determines @ntidnally affects the behaviour of
another person, group, or organisation (Tannenbal868). Organisational control
comes from the knowledge that someone who matbes®mebody in an organisation
pays close attention to what is going on and te#datter if the behaviour is appropriate
or inappropriate (Pfeffer, 1997). Organisational ntcol processes encompass
recruitment and selection, training and social@ati organisational design as
decentralization, leadership, planning and impleaign, accounting and auditing, use
of incentives, and monitoring and evaluations. rgtitutionsof a society are defined
as the rules specifying the roles that particuknspns will assume in relation to one
another under certain circumstances (Simon, 1987)19heories of institutionsleal
with chief executives, legislatures, parties, anolebucracies, and their interactions
(Hammond, 1996). In this thesis | have studied ggatAnce measurement in local
government as organisational control in politicetitutions.

In the empirical public choice and public finanaerhture it is common to study
local government as utility maximizing agents whtre agents seek to influence the
municipal welfare by decisions on municipal expémdi levels, user fees and budget
deficit. The US approach relies on the median-vatedel. This model assumes that
organisational decisions reflect the demand ofntieelian voter as political elections in

the USA are performed as majority election of sngtpresentatives in each election
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Chapter 1: Introduction

area. The European approach uses models wherectdegbvernment is a unitary actor
which maximizes a demand function (makes decisioosylitioned by socio-economic
factors, electoral institutions, and local governimmstitutions. The decision-making
unit is typically a dominant political party or dwen of parties (Borge, Rattsg and
Sgrensen, 1995; Langgrgen and Aaberge, 1997).

The local government institutions are assumed tyeggte individual preferences
into policy objectives that are implemented throdlgd spending decisions. The main
justification for local government is responsiven€eghere are however four information
problems which may reduce cost efficiency and aliwe efficiency (and equity) in the
optimization of the representatives’ preferencedehalf of the voters (Sgrensen and
Hagen, 1995). First, democratic government maygielelements of paternalism. This
may be legitimate when the voters have incomplatéorination. When the
representatives have incomplete information regarthe voters’ preferences, this may
pose a severe problem. However, Sgrensen and Hag85) found high a congruence
between representatives’ and voters’ preferencasorfl, imperfectly informed citizens
may have problems controlling their representatiaed the bureaucracy. Under this
heading one may also include implementation problasnot all decisions are executed
as they were intended to. Extensive empirical mebelhas confirmed some of these
theories’ claims (Blais and Dion, 1991). Third,ctae voting may punish or reward the
representatives. However, this form of voter cdntnay be difficult if crucial output
measures are lacking, as for instance performam@sunement. Furthermore, this lack
of information may also pose severe problems torépeesentatives. Fourth, citizens
may migrate to municipalities which provide sergicend taxes according to their
preferences (Tiebout, 1956). This may enhance Bvé&rabout efficiency and also
facilitate the responsiveness of local governmEat. instance, Andersson and Carlsen
(1997) studied Tiebout mobility in Norway and foundly few effects of municipal
services on municipal migration rates, albeit thare unresolved methodological
problems in such analyses, for instance simultameithe regression models. However,
decisions both to migrate, and to counter migrateme also made complicated when
valid performance measures are lacking. Henceppednce measurement could be of
high relevance in local government organisatiomaltiol, although its relevance may
vary between different countries.

There is no coherent body of theory on performameasurement (e.g. Holloway,

18



Chapter 1: Introduction

Lewis and Mallory, 1995), but the organisation tyebterature has used the term
performance measurement at least since the 195@gwRy, 1956). Public sector
performance measurement has several labels ddfebetween disciplines and
perspectives. In public administration both revi€®imon, 1947/1997), cost benefit
analysis, policy analysis, programme analysis (@lgky, 1966, 1978) and evaluation
are employed as characterizations. In contingehegpry (Thompson, 1967) labels as
search, surveillance and monitoring are used. énrésource dependence perspective
(Pfeffer and Salancik, 1978) performance measurénsetermed as benchmarking,
environmental scanning, and monitoring. In agehepty (Jensen and Meckling, 1976)
performance measurement, accounting and auditirey @art of organisational
monitoring, which has also been labeled meterintghii&n and Demsetz, 1972). In
public choice both oversight (McCubbins and Schwyart984) and monitoring
(Zimmerman, 1977; Bendor, Taylor and Gaalen, 19B%37) are used to denote
performance measurement. Performance measuremeniss® be a fundamental
concept in several theories on organisational otntMoreover, monitoring and
performance measurement is a central method impdises as in public sector financial
accounting (Zimmerman, 1977), auditing (Baber, 198atts and Zimmerman, 1983),
and in evaluations (Chelimsky and Shadish, 1997ithiw public sector auditing,
performance measurement is extensively used irevalumoney (VFM) auditing, also
termed comprehensive auditing (Power, 1997). Bathimvorganisation theory and in
the public sector management literature performaneasurement is widely used and
that term is also what | have employed in thisiges

Although organisation theory is not an old nor éament research programme
(Donaldson, 1995), some contributions may nevegsebe distinguished as classical. It
could be noted already at the onset that many ef gsaminal contributions to
organisational control, e.g. Simon (1947/1997) dmiaistrative behaviour, Cyert and
March (1963/1992) on the behavioural theory of foren, Thompson (1967) on
contingency theory, Pfeffer and Salancik (1978) tre resource dependence
perspective, and Jensen and Meckling (1976) oncggtreory, explicitly addressed
performance measurement and the relevance of waiks also for public sector
organisations. Thus, the classical literature igaarsation theory is permeated with
issues on organisational control in political ingtons, and also on performance

measurement. However, it seems as much of the gudseliterature on public sector
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Chapter 1: Introduction

management has neglected this aspect of the dasisgcature. | shall therefore now

briefly recapitulate what is currently conventiomasdom in organisational control.
CONVENTIONAL WISDOM IN ORGANISATIONAL CONTROL
Contemporary conventional wisdom in organisatiarmaitrol, cf. figure 1, seems to be
informed by contingency theory and new instituticsra developments in the 1970s
(Wildavsky, 1986; Ouchi, 1979; Hofstede, 1981), awadl on the classical contingency

from the 1960s, i.e. Thompson (1967).

Uncertainty regarding means (output)

Low High
Input (budget) contro Intuitive control
Low Expert control Judgmental control
Ambiguity Behaviour control or| Trial and error contro
regarding Output control Output control
ends (behaviour) Behaviour control Political control
High Rules (routine control Clan control
Standardisation Rituals, ceremonies
and myths

Figure 1. A conventional wisdom management control framework

Wildavsky (1986) argued that the traditional budgegotiating processes of input
control continued as the dominant model for orgatiosal control despite more
‘advanced’ management control models as plannimggramming and budgeting
systems (PPBS), and performance measurement. beggeisations are complex with
many organisational levels, numerous line itemgh& budget, several outputs, and
many stakeholders. As the traditional budgetingc@sses do not score highest judged
one by one on all criteria a manager could put &difor a management control model,
for instance simplicity and information about outpilne traditional budgeting process

still matches these criteria best in total. A ladgedget (in a large and complex
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organisation) may therefore call for the use of tifaglitional budgeting (input control)
processes rather than control models as perfornraresurement (output control).

Ouchi (1979) asserted that the principal either itoos behaviour if output is
uncertain, or the principal monitors output if beloar is uncertain. However, in
political institutions one may assume that bothadwsbur and output are uncertain
simultaneously. According to the present convemiamisdom in contingency theory,
organisations with uncertain contingencies will nemploy instrumental control
structures as performance measurement but ratberamsplexity reducing and conflict
settling processes as traditional line item budggtor employ professionals in what is
called clan control (Ouchi, 1979).

Hofstede (1981) elaborated both Wildavsky's (19&8) Ouchi’s (1979) arguments.
Some new distinctions as expert, intuitive, judgtakntrial and error, and political
control were introduced, but the basic neglectasfggmance measurement as a control
instrument under contingencies of uncertainty amdiguity was upheld. Nevertheless,
performance measurement seems to have prolifeamigdeen widely used in political
institutions, at least in the 1980s and 1990s.

An alternative explanation on organisational cdrgtouctures to both agency theory
and contingency theory comes from the historicakidogical perspective of new
institutionalism. Here it is asserted that formalistures as performance measurement
are used for legitimization. Meyer and Rowan (19@m@ued that organisations and
environments redefine the nature of techniques anfput so that ambiguity is
introduced and rights of inspection and control Eneered. A close alignment in
institutionalized organisations would merely proelua record of inefficiency and
inconsistency. Such organisations therefore deeosplucture from activity. Hence,
organisational control efforts, especially in highinstitutionalized contexts, are
devouted to ritual conformity, both internally aexternally.

Another branch of the new institutionalism has ddsomorphismlsomorphisms
defined as a constraining process that forces artdrua population to resemble other
units that face the same set of environmental ¢cimmgdi (DiMaggio and Powell, 1983).
The proposition put forward here is that organsaiadapt to uncertainty by coercive,
copying or imitating actions, employing organisaibforms which other organisations
in the organisational field have adpot&drganisational fieldis defined as those

organisations that, in the aggregate, constitugrzagnised area of institutional life: key
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suppliers, resource and product consumers, regulagencies, and other organisations
that produce similar services and products. Thagallgovernment may be conceived of
as an organisational field. Although there is nmugkd characteristic which in itself is
sufficient to define local government, some comnuaractersitics may at least
describe ‘pure’ local government (Cole and Boyn®93): Jurisdiction over a
substantially smaller area than the national gawemt, election by popular vote,
powers of taxation, and genuine discretion ovewiserprovision. Thus, what we
understand as local government in one country maty be identical with local

government in other countries or even be constiatdrically within a country.

( Agency theory )\

Contingency theor Organisational contrql
gency y in political institution

CNew institutionalism

Figure 2. Research theme

Three mechanisms are used to explain the proceédesmogenisation. Coercive
iIsomorphism stems from political influence, espigitom the state, and the problem
of legitimacy. Mimetic isomorphism is used to adaptuncertainties by looking at
other, presumed successful entities. Normative @phsm is associated with
professionalization. However, in all three mechansisorganisations are supposed to
adopt formal structures far beyond a level whefieiehcy explanations solely prevail.

In summary, the conventional wisdom in organisatiarontrol has well developed
propositions. However, for the student of orgamiset! control, the interesting part of
this picture is that the three perspectives oulliabove, agency theory, contingency
theory and new institutionalism, all have divergpnbpositions and explanations, cf.
figure 2. Agency theory states that performancesmesnent is used under asymmetric
information and uncertainty. The classics in caygimcy theory state that complex

organisations use performance measurement undeertaimty, both to reduce
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uncertainty, and as legitimisation. The widespreawlventional wisdom in contingency
theory, however, state that under uncertainty cemprganisations mainly reduce
complexity by adopting budgeting or else employfggeionals if there simultaneously
iIs ambiguity. The symbolic perspective in new ingibnalism state the same view as
the conventional wisdom in contingency theory, ldds that formal structures as
performance measurement may be used as symbolupledofrom the factual
organisational control structures as budgeting lamn ccontrol. The isomorphism
proposition is less concerned with symbolism thati woping with uncertainty. Thus,
within new institutionalism the two propositionsvieadissimilar causal explanations on

organisational control.

THIS THESIS’ POSITION

Monitoring (i.e. performance measurement) is usechany forms (Hammond, 1996).
Politicians and managers can talk directly with sgdinates in the bureacracies.
Politicians and managers can utilise reports framnstituents and interest groups.
Politicians and managers can maintain a policyf siafemploy academic experts or
consultants to enhance their information processuagabilities. Politicians and
managers can also observe the consequences whanatibn and advice are relied and
acted upon. Formal structures as performance nmezasut are assumed or designed to
affect how organisations carry out its activitiasseveral ways. First, individuals in the
organisations must collect and process informaitioorder to learn what problems the
organisation should handle. This is the issue fd#céffeness and equity. Second, the
organisation must choose means, policies, techiesdognd actions, to handle these
problems. This is the issue of efficiency and feligy. Third, the organisation must
resolve the inevitable conflicts which arise in Iempentation of the policies. All these
three issues involve bottom-up processes of infobonaadvices and conflicts, and
comparisons between different issues. Differentaomigational control structures as
formalization, decentralization and reporting, cée expected to affect these
comparions and thus the organisational outcome.owdong to this account,
performance measurement is a complex organisational and may be adapted to a

variety of usages in complex organisations as Iiigal institutions.
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The proposition put forward in this thesis is tiretrumental control structures as
performance measurement are extensively used micpbinstitutions and in particular
in contingencies of uncertainty and ambiguity. Utaiaty in organisations stems both
from lack of cause/effect understanding in thewsliat large, contingency in which the
outcomes of organisational action are in part detezd by the actions of elements of
the environment, and interdependence of internahpaments (Thompson, 1967).
Political institutions may have extensive use affgenance measurement because the
principals, the organisational or political legiite authorities, due to uncertainty, use
several control models simultaneously in controtha&fir agents and in dealing with the
environment. Performance measurement may be entplofpen lobbying is costly or
uncertain to constituencies and interest groupghtmore, performance measurement
may also be performed in order to reduce unceytaaddress ambiguity, and enhance
organisational effectiveness, equity and legitimacyhe longer run by organisational
learning. Lastly, the agents use performance measnt in their internal competition
for scarce resources.

The proposition put forward in this thesis is ad®dvith the presently dominant
conventional wisdom explanations of organisatia@itrol in contingency theory and
the symbolic perspective of new institutionalisns #und in accounting. The
contingency theory states that when uncertaintysemias an effect of task
interdependence and complexity, instrumental corghactures are outperformed by
traditional budgeting processes. Traditional buitgeprocesses are assumed to deal
with uncertainty and complexity more efficiently fycusing on financial input and line
items, by settling conflicts by negotiating, and ihgremental adjustments relative to
prior year's budgeting outcomes. Moreover, the psifpn also challenges, or at least
complement, the dominant symbolic perspective @amisational control in sociology
and political science. New institutionalism expkimse of control structures in
institutionalized environments as predominantlyeogosnies and rituals to symbolize
rationality in order to enhance or sustain legitsnand resources. Political institutions
have typically been analyzed as subject to symbo$ie of organisational control
structures due to high degree of ambiguity and miaicgy resulting in inconsistency. It
should be noted though that the new institutionalerspective also has explanatory
force in lesser institutionalized contexts as igibass organisations.

The proposition put forward in this thesis is caregnt with the positive political
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theory (PPT) of the economics of organisation (Md884, 1990, 1991) when this
theory is applied to the context of local governmé&urthermore, this perspective is to
a large degree congruent with agency theory, dakssicontingency theory,

organisational learning, the resource dependencep@eive, and with the mimetic
isomorphism proposition in the new institutionalisithe rest of this thesis is an
account of how this conclusion has been arrivedHmwever, as applications of
economic organisation theory to political instituts in local government hitherto only
seldom have been undertaken, and moreover, as feléoy students of organisational
control in accounting, economics, management, ipaliscience and sociology may be
unfamiliar with the application of the economicsoofianisation to political institutions,

a brief review of the positive political theory afstitutions is presented in the

theoretical framework in chapter 2.

RESEARCH QUESTION AND CONTRIBUTION

Scott (1995) gave three guidelines for future redean conclusions of his extensive
review of institutionalism and organisations. Histf recommendation was to conduct
longitudinal studies of life events in institution¥his, however, presupposes that
relevant research questions, concepts, variablésemearch instruments is or could be
made readily available. This has not yet been dse i positive theory on performance
measurement in political institutions. | have tliere not chosen a longitudinal study.
Scott’'s second recommendation was to focus on dlsion between institutional
and organisational processes, for instance byestudfiinstitutional changes in ‘natural’

experiments.
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Table 1.General government total outlays as % of nomirfaPG

1970 1975 1980 1985 1990 1995 1997 1999° 2000*

Australia - 314 314 36.5 34.8 36.2 35.0 33.6 33.3
Austria 37.6 44.3 47.1 50.4 48.6 52.5 49.8 49.4 49.2
Belgium 41.5 50.8 57.0 60.7 53.6 53.6 51.7 50.5 49.9
Canada 341 39.2 39.6 46.0 46.7 46.5 42.6 41.8 41.2
Czech Republic - - - - - 44.8 45.3 46.1 46.1
Denmark - 47.1 55.0 58.0 56.0 58.8 56.4 53.8 52.5
Finland 30.0 37.6 38.1 43.8 45.4 57.9 54.1 49.0 48.6
France 385 434 46.1 52.1 49.8 54.3 54.2 53.9 53.5
Germany 38.3 484 47.9 47.0 45.1 49.8 47.9 46.9 46.3
Greece - 279 30.4 42.9 48.2 48.3 42.9 41.7 41.1
Hungary - - - - - 49.2 45.0 40.7 40.9
Iceland - - 325 35.7 39.3 39.0 36.7 35.9 35.5
Ireland - - 48.2 51.0 39.0 37.6 34.7 32.8 321
Italy 32.8 41.1 41.9 50.9 53.6 52.7 50.6 49.4 48.8
Japan 19.0 26.8 32.0 31.6 31.3 35.6 35.2 38.4 39.1
Korea - 171 19.3 17.6 18.0 20.5 21.9 25.7 25.7
Luxembourg - - - - 134 13.2 13.2 12.8 12.7
Mexico - - - - 17.2 17.7 155 13.9 135
Netherlands 41.3 50.2 55.8 57.1 54.1 51.3 48.7 47.5 47.3
New Zealand - - - - 48.8 38.8 38.5 41.4 40.4
Norway 34.9 39.8 43.9 41.5 49.7 47.6 44.3 47.2 47.5
Poland - - - - 60.8 49.3 46.8 44.7 43.7
Portugal 195 28.0 23.2 40.2 40.6 44.6 43.9 43.7 44.1
Spain 21.6 24.4 32.2 40.2 42.5 45.5 42.2 40.8 40.3
Sweden 428 484 60.1 63.3 59.1 65.6 62.3 59.6 58.1
Switzerland - - - - 41.0 47.5 48.8 49.2 49.3
Turkey - - - - 27.9 26.5 24.3 23.9 25.2
United Kingdom 37.2 448 43.4 44.4 41.8 44 .4 41.0 40.3 40.6
United States 30.0 32.8 31.4 32.9 32.8 32.8 31.6 31.2 31.1
N 15 19 21 21 27 29 29 29 29
Mean 33.3 38.1 40.8 44.9 42.2 43.5 41.6 40.9 40.6
St.deviation 7.9 9.9 11.3 10.8 12.4 12.3 11.7 11.2 11.0
Maximum 42.8 50.8 60.1 63.3 60.8 65.6 62.3 59.6 58.1
Minimum 19.0 17.1 19.3 17.6 13.4 13.2 13.2 12.8 12.7

Note.Source: Analytical Databank, OECD.

General government outlays include: Expenditurealidévels of public authorities and its admiragton
both at the central or federal, regional, and léeatls, and social security funds; public servigesvided

by the government on a non-market basis as publiods, hospitals and welfare services; non-profit
institutions service provision on a non-market baghich are controlled by and mainly financed by th
public authority; and social security funds impgsedntrolled or financed by public authorities; lut
does not include public enterprises.

a Estimates and projections. Source: Economic Okitho. 64, December 1998, OECD.

Table 1 documents the relative size of the pubdicta in the OECD countries,
measured as general government outlays as a pageenf nominal gross domestic
product (GDP). General government total outlayseased in most countries from the
1970s to the mid 1990s. However, in the 1990s nwuntries have decreased their
public sector or are facing a decreasing publicase®ublic sector attempts to apply,

develop, and implement certain organisational focowdd be regarded as organisational
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control of political institutions in transition fne a growth phase through the 1960s and
1970s to a maturation and consolidation phase en1®80s and 1990s. Performance
measurement has been a core dimension in the néingegovernment movement and
in new public management (NPM) reforms throughdng 1980s and 1990s (Hood,
1991, 1995; Thompson and Riccucci, 1998). In thgpect the effects of performance
measurement may be relevant to study. Performaneasumement in political
institutions is an utterly complex and ill-definessue. Much of the agency theory
research on monitoring has been on firms and ianttral management. Furthermore,
positive studies (Jensen, 1983) on the use of pedoce measurement in local
government seem at present to be under-researahédurther studies therefore seem
warranted.

Scott’s third recommendation was to perform moremgarative studies by
developing and testing generalizations rather #gslaining histories of complexities
and uniqueness. This calls for theory-testing anwdetational studies rather than theory-
development and explorative studies. In this thésieve chosen to study central
concepts and problems from the organisational obhterature in a test of competing
theories on organisational use of performance meawnt, using a correlational
research design.

A central theory in the economics of organisat®m@gency theory. Agency theory is
about organisational control under uncertaintyeneyal. Common problems addressed
in agency theory are the existence of asymmetfiornmation, adverse selection and
opportunismAsymmetric informatioms a situation where some actors in a transaction
process have better access to some informationdtiear actors have, in short: Some
actors know more than others. A parallel concemistgmmetric information iprivate
information which is defined as information which is relevaotdetermine efficient
allocations that is known to only some subset ef plarties involved (Milgrom and
Roberts, 1992)0pportunismmay be defined as self-interested behaviour unansd
by morality (Milgrom and Roberts, 1992). Agency dhe directs attention to the
possibility that some agents could behave oppatizailly and utilise asymmetric
information, but not that every agent will do so.

A special branch of agency theory which focuses patitical institutions in
particular, is public choice, which will be brieflgviewed in chapter 2 and 3. However,

positive theory on bureaucracies and especiallyptiigics of political institutions, have
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largely been neglected (Moe, 1990; Williamson, 1)99This caracterization of the
positive political theory research programme maylbe to its recency (Fiorina, 1990).
A normal development of a research programme i$ liot borrow concepts and
methods from more established research programamesio start with the relatively
easy and work towards the difficult. These featuaéso chararectize this research
programme. The borrowing from economics may hadetdean over-emphasis on the
economic research tradition. The borrowing fromitpmall science may have furthered
an inclination to study legislatures. Positive tii&ts in the social choice tradition have
largely studied legislation and election and Amemigolitics research has focused on
the Congress. A theoretical development is easmstn it can stand on a solid
foundation of empirical research. As the positiedtical theory of institutions is still a
young research programme, its path-dependencehen searh programmes’ agendas
may be outgrown through maturation. To achieve thisories have to be matched with
data in a systematic way, according to Fiorina Q9%his thesis is one such attempt.

Despite the general nature of the economics ofnisgton, relatively few attempts
had been made to employ this framework of analisigpublic bureaucracy and to
politics until the beginning of the 1990s. Howewdis verdict now seems to have been
challenged especially in the public choice traditity several economists and political
scientists. This thesis is also a modest attemptrtploy the economics of organisation
to political institutions. However, this thesis geoalong an organisation theory track.

In this thesis | am searching for an enhanced wtaleding of how organisational
control is used in political institutions. Spec#ily, my research question isow
asymmetric information and uncertainty impinge upgmrformance measurement in
political institutions As these concepts have been extensively emplogddin agency
theory, contingency theory and in new institutiasral, and the explanations provided in
these three accounts partly differ and partly @ahtts each other, the research question
is pursued by investigating how these three thaaleperspectives may contribute to
explain organisational control in political instians.

Furthermore, this project may compare two compefegspectives on positive
political theory and political institutions. As gudt may test agency theory and public
choice in the economic, rational perspective combao the historical, sociological
perspective. An application of economics of orgamms to political institutions makes

us able to compare its generalizability regardimganisational control in political
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institutions versus a sociological explanation yrhbolic use of organisational control
structures in institutionalized environments. Sumbmparisons highlight different
theories potential for generalizations and are atoedance with Scott's (1995)
recommendations. An answer to the research queastyrhave contributions to several
theories as agency theory, contingency theorytameéw institutionalism. Furthermore,
an answer to this research question may contributthe ongoing work in several
disciplines as in accounting, strategy, organisatibeory, political science and
sociology, and in particular to public management.

Thus, in brief, my overall research project is testion if conventional wisdom from
contingency theory and the decoupling propositioh mew institutionalism
underperform in explaining organisational contrdespite its widespread use in
textbooks in for instance public sector accounfihgnes and Pendlebury, 1996) and in
organisation theory (Hatch, 1997). A clear settlifighese issues of how organisational
control is used in political institutions, may prd® a substantial contribution to
organisation theory. However, such a contribut®ibeyond the capabilities of a single
study or thesis. Cf. March and Olsen (1989, 1998)[@onaldson (1995) for three major
contributions in this research programme. This ithékerefore is only a modest

argument into this research programme.

OVERVIEW OF THE THESIS

This thesis is organized in seven chapters. In tehap | explain the theoretical
framework for the empirical investigation of orgsational control in political
institutions which | have undertaken in this thesis

Chapter 3 is a review of the public sector perfaroeameasurement literature and
the rationale for my empirical study. Here | seekdentify a public sector performance
measurement research programme and systematicalhew experiences with
performance measurement actually used in politicgtitutions. Public choice, agency
theory and the resource dependence perspectivaiggested as the core of a research
programme. Drawing on 24 empirical studies repontescholarly journals in the 1980s
and 1990s, it is concluded that performance memsene is a very complex

organisational form and permeated with politics.itiNg the contingency theory
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conventional wisdom, nor the new institutionalisecoupling proposition provided
adequate explanations. However, the resource depeagerspective seems at present
to be under-utilised in public management theory.

Chapter 4 is based on the findings of the litemteriew in chapter 3. In this chapter
| develop a conceptual model for explaining usepefformance measurement in
ambiguous and uncertain contingencies in politioatitutions. The chapter initially
provides a summary of the literature review in ¢ea@. The theoretical propositions
discussed in chapter 4 offer alternative explanatim symbolic and ceremonial use of
information. The result is 10 testable hypothesegaling the complexity regarding use
of performance measurement.

Chapter 5 reports the research design employekeirempirical study. The chapter
documents the choice of a cross-sectional, planaedtion, population study research
design, the selection of local government as ggttimle measurement of the variables
and the choice of data collection techniques artd slaurces, and motivates the choice
of multiple regression as model estimation. WHile tonceptual model and hypotheses
elaborated on in chapter 4 was a general modelahables and data in chapter 5 are
developed specifically for the research questiaisyeed in this study.

Chapter 6 first provides a description of the l6@wegian municipalities which
have been chosen as the population of my study.r@steof the chapter presents the
results of the data from the Norwegian local gowent in relation to the hypotheses
formulated in chapter 4.

Chapter 7 first provides an overview of the findinds with all empirical research,
there are also limitations and alternative explanat and these are addressed and
assessed. The chapter then goes on with a disnuses$ithe results and identifies
implications of the findings for current managemtgory. The chapter continues with
some recommendations for future research, polidy @actice. The thesis is rounded

off with two thoughts in the closing.
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2 Theoretical framework

This chapter sketches a theoretical framework whmwsitive theory of political
institutions has been applied to local governmEmnst a brief review of economics of
organisation in political institutions is presentéithen organisational control in the

context of local government is discussed.

ECONOMICS OF ORGANISATION AND POSITIVE THEORY OF ROICAL
INSTITUTIONS

With economics of organisatioffeconomic organisation theories) it is here meant
theories that seek to explain organisational perémrce and effectiveness. This notion
of the economics of organisation then encompassesdction cost analysis, public
choice, agency theory, organisational ecology, ingehcy theory, organisational
learning, and the resource dependendence perspeCfivfor instance Cyert and March
(1963/1992), Donaldson (1995) and Pfeffer (1997 )yéacent overviews and reviews of
economics of organisation. See Rubin (1992) foreaiexv of public choice and
governmental accounting and auditing research. Ssohelars also include population
ecology in the economics of organisation, howewvaither population ecology nor
transaction cost analysis will be treated expiattl this thesis.

The positive theory on political institutions haseh divided into two camps (Scott,
1995): The economic, rational choice approach, #mel historical, sociological
approach. According to Moe (1990) the economic aagn to positive political theory
stands in sharp contrast to the sociological petsge The economic, rational choice

alternative is based upon microeconomics and pehldice. As such it is individualistic
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and explains organisations by individual preferenared strategies. Organisations are
seen as rational simultaneously as individualdaptheir interests. The methodology of

economics is aimed at reducing complexity, idenifgic causal forces, and modelling
organisational processes as parsimoniously andoiigty as possible.

The historical, sociological stream of new instdnalism has had a strong standing
in positive theory on political institutions sintdee 1970s. This stream of thought has
influenced both organisation theory and politiceieace. Core explanations are that
organisational actions are not only rational insteats but also garbage can processes
(Cohen, March and Olsen, 1972). Structures andides are not only chosen for their
effectiveness but also for their potential for tireg legitimacy by symbolizing the
qualities that are valued (March and Olsen, 1988)ctures in political institutions are
based on a logic of appropriateness reflecting eptans of identities rather than based
on political action driven by preferences and apéited uncertain consequences (March
and Olsen, 1995). This study will however emphadize rational and political

perspectives on organisational control.

Public choice

The first steps towards a positive political thedBPT) of institutions, after the
Weberian sociological theory of bureaucracy (Weld&¥47), were made by public
choice economists in the 1960s before agency theasylaunched (Moe, 1984 ublic
choiceis defined as the economic study of non-markeisa@tmaking, or simply as the
application of economics to political science, aldo as the economic analysis of
political institutions (Mueller, 1989). The methddgy applied in public choice is
economics including assumptions of rational behaviand utility maximization. Its
basic assumption is rational, utility maximiserdten studied in conjunction with
opportunism. The presence of opportunism in pus#ctor organisations is a problem in
several countries. Spain is plagued with notoricases of inefficiency and corruption,
and in the USA the Congress and the news mediaodieaily bring financial
mismanagement and scandals into attention (Olsanthri@ and Humphrey, 1998).
Thus, organisational control in political institutis is not only of academic interest.
Economists had until the 1960s for the most parbiigd the economic activity of

bureaus and had not provided a positive theoryhefdupply of bureaus (Niskanen,
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1971). As a remedy to this situation, Niskanen psagl the hypothesis that bureaucrats
were budget-maximizers. Due to the bureaucrats’masstric information on
production, the bureaucrats could profit from theformation advantage relative to the
representatives and demand a larger budget andygerboutput than is socially
desirable. Thus, the budget maximization hypotheselicts a bigger supply and a
larger public sector than is desirable judged bgiadowelfare. Migué and Bélanger
(1974), in an amendment to Niskanen’'s (1971) budgetimizing hypothesis,
explained bureau (agency) behaviour as maximizisgretionary budget rather than the
budget in itself. Niskanen modelled bureaus as ms@&enters where the budget was
negotiated between the bureau and the sponsagpufilic choice the terms bureau and
sponsor are often used instead of agent and pahcgspectively.) The bureau provides
most of its output to clients who do not have tg fma the services directly. The clients
then may have no incentives to compare the casteatervices with the value provided.
Furthermore, the bureau may obtain support fromntdi if the sponsor where to cut
down on the budget. The bureau may also threattt;m¢he most valued services rather
in the marginal services in the budget negotiations

Not only the bureaus may shirk in the budget negjotis due to asymmetric
information, also the sponsors may shirk and capewith the budget-maximizing
bureaus. The representatives in the sponsoring db@emmay get increased support
from their voters or constituencies by an increasedonstant bureau output. Therefore
the sponsor may also have preferences for a biggeyau budget or output than is
socially desirable. For instance, Zimmerman (19in7his positive analysis of why
municipal accounting in the 1970s was as it was why attempts at reforms had so
little impact, put forward that it was in the patians’ best interest to present annual
reports in a higly disorganised fashion in orderfdice special interest groups incur
information processing costs. These shirking oroopmistic behaviour mechanisms
may be present and result in a bigger bureau swgmyhence larger public sector than
is socially optimal. Niskanen’s budget-maximizingpbthesis did however not address
the management processes internal to the bureath® qolitical processes internal to
representative government. Furthermore, there séeimasve been an over-emphasis on
explaining budgeting relative to other organisatiogsystems and processes (Egeberg,
1995), as for instance implementation and perfoceaneasurement (Jackson, 1990).

As the subject in this study is not the demand suqaply of public services itself, but
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rather on how bureaucracies and political instingi governs the supply of services, |
have elaborated on the economics of organisatiosppetive which deals with this

issue explicitly.

Agency theory

The (new) economics of organisation is a distirecteconomic approach and can be
characterized by three elements: A contractual peets/e, a focus on hierarchical
control, and analysis with principal-agent mod®&le¢, 1984). Core research issues in
the economics of organisation have been rewardihgking and monitoring. Agency
theory is commonly divided into two branches (Jens&983; Eisenhardt, 1989a;
Baiman, 1990). The principal-agent theory branchgeincy theory commonly employs
formal models while the positive agency theory bhaasually conducts more empirical
studies. While much of the research and writingagancy theory has been about firms,
the theoretical foundations are general in natlire logic in agency theory is about
those who have a legitimate right to control anaargation and those decision-makers
who in fact make most of the important decisionsoéM1984). The economics of
organisation has therefore centered on conceptasgmmetric information and
uncertainty, why this may exist and what outcomeway foster, and how unwanted
consequences could be avoided or losses reduceelseThelationships between
principals and agents may be applicable both tepfofit organisations as for
government and not-for-profit organisations. Orgations in which important decision
agents do not necessarily bear a close share ajutteme of their decisions include
both corporations, large professional partnershiipgncial mutuals, and non-profits
(Fama and Jensen, 1983). All of these types of nisgtions have therefore been
deemed as relevant for agency theory analysis.

In agency theory monitoring is used to denote maagwf output performance,
apportioning rewards, observing input behaviouringfuts as means of detecting or
estimating marginal productivity and giving assigmts or instructions thereupon,
including authority to terminate or rewise contgaAlchian and Demsetz, 1972). In
agency relationships under uncertainty and asynenieformation, it could be rational
both for the principal to monitor the agent, and the agent to bond his or her

expenditures, in order to minimize the residual lfave) loss (Jensen and Meckling,
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1976). The problem is that the sponsors or pririgida not know the activities, efforts,
output or slack in the organisation. On the othée,salso the bureaucrats or agents do
not necessarily always know who the ruling coatitis, its preferences or its resources,
or the ‘true’ prices of the bureaMonitoring has been defined as measurement of the
performance of decision agents and implementatibmewards. Implementationis
defined as execution of ratified decisions (Fama nsen, 1983). Thus, performance
measurement is part of formal control structuregclviare used in monitoring in order
to facilitate implementation.

Worsham, Eisner and Ringquist (1997) criticallyeas®d the assumptions of agency
theory as it was imported into the bureaucratiatipsl literature. They found that the
implementation theory (the subsystem literatur@nsesd to have been almost entirely
ignored by agency theorists. Agency theory waseailip an overly hierarchic notion,
reminiscent of the early top-down studies of impdamation. This view overlooked that
different agents may be assigned to different toab based on interests. To include
implementation issues could have solved the agémegry literature’s ahistoric and
noncontextual naturéAhistorical means that studies fail to incorporate long enough
time frame to recognize cumulative effects of pagtnts on the time period under
study. At least a decade was suggested as praperpgeriod for understanding the
complexities involved in studies of public poliepplementationNoncontextuameans
that many studies do not locate the study withiarger social, political, and economic
context. Worsham, Eisner and Ringquist (1997) sapddvioe’s (1991) claim that the
economics of organisation, and notably agency thesirould emphasize politics and
context relatively more, a view also shared by ®er(1986). Information should be
treated as a variable that varies over time andsacpolicy areas. Unfortunately, this
appreciation of enhancing the relevance of the @mics of organisation in the context
of political institutions also comes at a cost dificreased complexity and

unpredictability.

Organisation ecology

The organisation ecology perspective (Alchian, 198&lson and Winter, 1982)
proposes a system-level theory based on variatnoh sglection in order to explain

organisations and economic systems under uncertairite assumption of profit
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maximizing from the classical theory of the firm rigjected and it is argued that
organisations well suited to particular environnsemtould survive while the other
organisations would fail and disappear. This medmst certain organisational
structures, leadership styles or other organisati@haracteristics may explain why
some organisations survive or are perceived asctefée This selection is not
necessarily planned. Furthermore, the outcome tisnecessarily optimal as the initial

variation may not have been total and the selestidten are decisions.

Contingency theory

Contingency theory is based on the premise thae tiseno organisational structure or
system which applies equally well to all organisasi in all circumstances. Thompson
(1967) stated that in a stable environment, acbépi@erformance in the past could be
taken as evidence of preparedness for the futuseieMer, lacking absolute criteria of
fitness, and being unable to assume that improveroeer its past capability is a
reflection of its future, the complex organisatitren turns to social references to
demonstrate that it is doing as well as, or bdtian, others in its leagu€omplex
organisations are defined as open systems, hence indeterminade faced with
uncertainty, but at the same time as subject teraiof rationality and hence needing
determinateness and certainty (Thompson, 1967)mBbles of complex organisations
were manufacturing firms, hospitals, schools, asm@ad community agencies, and in
this respect local government should be a validteodnfor studying complex
organisations. The definition of complex organsasi and the use of social reference
under uncertainty, highlights the relevance of @enfance measurement and
benchmarking under such contingencies.

Social references may take many forms, for instdmgcesearch and surveillance.
Problemistic searchvas defined as search that is stimulated by algmoland directed
toward finding a solution to that problem (Cyertdaklarch, 1963/1992). However,
Thompson (1967) also conceived of the possibilitgt tmonitoring behaviour could
scan the environment for opportunities, which does wait to be activated by a
problem and which does not therefore stop whenoalem solution has been found.
Such monitoring was refered to aegportunistic surveillancénot to be confused with

opportunism), and it was suggested that it wa®tfanisational counterpart to curiosity
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in the individual. Opportunistic surveillance, tfi$ found, should be associated with the
institutional level of the organisation, accordiegrhompson’s (1967) reasoning. Thus,
performance measurement is likely to be employederby management than by street

level bureaucrats.

Organisational learning

The issue of performance measurement and orgamsatuncertainty and ambiguity
has also been addressed in the organisational ingatiterature. Organisational
learning has been defined as processing of information lwbianges an entity’s range
of potential behaviour (Huber, 1991). In fact, trganisational learning literature is the
only contribution to organisational control whiclashcome up with a definition of
performance measuremeMonitoring (i.e. performance measurement) was defined as
both focused and wide-ranging sensing of the osgaioin’s effectiveness in fulfilling
its own pre-established goals or the requiremehtstakeholders (Huber, 1991). A
central concept in organisational learning, andhgoortant tool in organisation control,
is standard operating procedur&andard operating procedurdSOPSs) are learned
behaviour and are the memory of organisations (Cgad March, 1963/1992). In
intentional organisational learning, actions atetaboth for learning from history and
for learning from the experience of others to emcoderences into routines. As there
are many fallacies in organisational learning (ssiiteous learning, competency traps,
information overload), the learning needs to be garad with other serious alternatives
(Levitt and March, 1988). Performance measuremeyt play a significant role in these
processes of learning. Huber (1991) judged perfoomameasurement to be one of the
clearest and most pervasive forms of organisatisaatch, but asserted that relatively
little was known about the details by which orgati@nal experience was accumulated
into structures of routines. Levitt and March (1P88rgued that performance
measurement was a process that yielded differemdlskiof routines in different
situations, but that it was only partly successfuimposing internal consistency on
organisational memories. Politics has already eposed as one explanation to this
phenomenon, and this perspective has also bedomuard by Olsen and Peters (1996)
for understanding organisational learning and pubéctor reforms. They argued that

there is a long way to go before an adequate utatheling of the role of experiential
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learning in reforms in political life is availabl&he enhancement of quality and
efficiency in institutional design of the commonogoshould be studied in conjunction
with political pressure and interference. Politw#l therefore be considered in some

greater detail next.

The resource dependence perspective

Information may be important both for performingksa in the technical core and for
formation and sustaining coalitions in order touss environmental uncertainty and
sustain legitimacy and resourcésformation systeméas been conceptualised as the
reports, statistics, facts, or information that eegularly collected and their pattern of
transmission through the organisation (Pfeffer athncik, 1978). Pfeffer and Salancik
argued that the fact that certain information igutarly collected, focuses the

organisation’s attention to it. The fact that im@tion exists and is prominent through
the resources it consumes and attention it demamtsjeys the impression that the
information is important. New entrants into theamigation may then start to construct
their perceptions of the organisation and its pFotd around the available information.
The information may in this way provide organisaib memory and enhance the
development of SOPs. Factors affecting informatiotiection in organisations were

assumed to be ease of collecting the informatiase eof processing the information,
necessity of the information, and how critical thenitored activity was for the

operations. The information may affect behaviowotigh its utility for decision making

by reducing uncertainty, enhance stakeholder istereand screen out information to
protect the organisation’s operations from extem@iences. However, as it takes time
to build new information structures, also the infiation structures that exist are
guarded by the departments representing them. Tacsprding to the resource

dependence perspective one should assume thatrrparfoe measurement could
comprise a substantial part of both the informasgatems and the politics in public

sector organisations.
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ORGANISATIONAL CONTROL IN THE CONTEXT OF LOCAL GOVRNMENT

This thesis studies organisational control in it institutions, hence organisational
control in firms is only briefly discussed. Accandito Cyert and March (1963/1992),
there is nothing intrinsically more repetitiousgurantifiable about economic decisions
in firms than in other organisations. The differenbdetween decision making in firms
relative to say political institutions lie almostteely in our habitual ways of thinking
about them. On the other hand, Moe (1984) argusickiie transition from economics to
politics is by no means straightforward. These ¢wotrasting views illustrate that some
elaboration on the application of the economicsrganisation on political institutions
may be warranted. Hence, in this introductory sectof my study, organisational
control in firms and political institutions is somleat more elaborated on. This is done
to give the reader who is unfamiliar with organisaal control in either firms, in
political institutions, or in both, a better grigtlvthe research context, and to identify
some of the small peculiarities of decision makimgpcal government.

Political institutions serve two different purposedn the one hand, political
institutions solve collective action problems whialow actors to cooperate in the
realization of gains from trade. On the other hayalitical institutions are instruments
for coercion and redistribution, and this has b#en neglected side of the story of
political institutions (Moe, 1990). The economicsarganisation has primarily dealt
with voluntarily exchange among autonomous actbiewever, political institutions
arise from the politics of structural choice. Tmeans that structures, as organisational
control in political institutions, also must be @nstood in terms of politics and not only
symbolism. If the economics of organisation is tmtcibute to an understanding of
political institutions, then the positive politickleory must incorporate what politics is
about. Thus, the economics of organisation mugtdresformed into a political theory
along several dimensions. These dimensions aracpabthority, political uncertainty
and protective structures, compromise, and pulalatos effectiveness (Moe, 1991). In
addition, a fifth and a sixth dimension, properiyhts and transparency, have been

included.
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Public authority

In agency theory effective organisation is deathvim hierarchical control through two
issues simultaneously. The first issue is to let #gency work on the tasks it is
supposed to do, which is the issue of effectiven€se second issue is to ensure that
the agency is doing the tasks as efficiently assiptes The organisational control
problem in political institutions, where market goetition is unavailable as additional
organisational control, is then that agents camdoe or other tasks than desired such
that effectiveness and equity is reduced, and agesm shirk such that inefficiency
emerges and hence effectiveness and equity areealsoed.

Agency theory usually employs the term ‘residualien organisational control in
firms is analyzed. Theesidualis the difference between the firm’s stochastftoim of
resources (income) and the promised payments tagbets (Fama and Jensen, 1983).
Organisational control can be enhanced by lettirggagents share some of the residual
in payment which means that the agents also hateka in the same outcome as the
principal pursue. Political institutions, on thehet hand, usually have no financial
residual. The budget is to be balanced againsexpenses, and the residual, the net
benefit, is often directed to constituencies whaxdbpay marginal prices.

The non-presence of financial residual claims miagrease slack in political
institutions relative to firms, all other things uad. Slack may be explained as the
difference between the minimum costs for providaogne amount of service, and the
amount the agents and bureaus actually use ingngvihe service. Slack consists of
payments to coalition members in excess of whatreiguired to maintain the
organisation (Cyert and March, 1963/1992). Thilslenay be used to compensate
stakeholders for their policy support, subordinates their compliance, extended
quality and new equipment, or as personal consampir ‘on the job consumption’
(Niskanen, 1971). Slack is then only possible dfiiciency exist. However, slack may
aslo function to enhance long run effectivenessiaans of energy for innovation, and
buffer against uncertainty and conflict. This slat&o gives the agency or bureau head
an incentive to monitor member or team member hehawecause it is this slack
which may enhance his capacity for control. Whigeerecy heads in firms and bureau
heads in political institutions may both want tontol the slack, the additional

organisational control through the financial residmechanism is not available in
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political institutions. Though political instituthid may rely on a high spirit and
competence acquired through rigid recruitment efrttost compliant candidates in clan
control, and by formal and informal training andesias the classical Weberian theory
of bureaucracy in behaviour control, these are alstions for firms. Therefore, the
presence of slack is similar both in firms and olitgcal institutions, but firms have
financial residual claims as additional organigaiocontrol while political institutions
have not. Performance measurement may on thismdsescelatively more important in
political institutions than in firms because intrgroups may compete for the residual
claims on the net benefits. This puts forward diglaexplanation to why public sector
seems to have provided the leading edge on perfananeasurement issues, as
Lapsley and Mitchell (1996) argued.

In firms the principal, who may be the entreprernauthe owner, has preferences for
the residual. The principal may hire an agent wlay also wish to hire more agents for
himself. In political institutions there also exisiultiple principal-agent relationships.
An agency relationships defined as a contract under which one or mersqms, the
principal(s), engage another person, the agergettorm some service on their behalf
which involves delegating some decisionmaking atiyhdo the agent (Jensen and
Meckling, 1976). The voter, on behalf of all liviggnd unborn citizens, is principal to
the representative. The representative may haverprees for re-election and political
support, but is to represent the differences invibter population. The representatives
are principal to the bureau, and the bureau ity contain several principal-agent
relationships. For instance, in local governmeneé tmayor on behalf of the
representatives, has the daily dealings with thaiamal chief administrative officer.
This turns the representatives into principalstietato the bureaucracy. The chief
administrative officer on his side turns into pipal relative to his subordinate
bureaucrats as agents, and the bureaucrats mayofuras principals relative to their
subordinates, and so on. Thus, organisational @omtmpolitical institutions viewed as
principal-agency relationships, is at least as andybe more complex than

organisational control in firms.

Political uncertainty and protective structures

The exercise of public authority is threatened Hjitigal uncertainty. The ruling
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coalition or parties do want the bureaucraciesagehcies to be effective. At the same
time they also know that they can loose contraltteer coalitions or parties. A trait with
organisational control in political institutionsropared to firms, is that the politicians
play the entrepreneurial role, but they have norajutaed property rights. Design of
political organisational control in political ingitions must then make a trade-off
between effectiveness and control. Again, one mag & similar mechanism of
uncertainty regarding authority in firms, as diffiet stakeholders may compete for the
residual and authority to control. Recall for imsta the finance strategy of using
‘poison pills’ as defense against hostile takeav@rbere the chief financial executive
in a firm has to deal with the board of directottse shareholders, employees and
environmental groups, a municipal chief administeatofficer has to deal with the
municipal council, the inhabitants, employees, diffitrent interest groups. However,
the political uncertainty may be at least as evidenpolitical institutions as it is in
firms, and maybe also even more so.

Because of political uncertainty, the politicianave designed a complex web of
different constraints on how political institutionsre controlled to insulate the
instruments of political institutions from politicenemies. Such protective structures
may be laws and rules governed by different boditeagency theorgommon agencig
used to denote the situation where an agent reiatesveral principals, or what Meyer
(1979) denoted as a situation where public offecsdrve dual masters. This also means
that political institutions often are subject to Itiple principals at the same time, and
maybe in a wider extent than firms are.

Political uncertainty, besides leading to the comragency phenomenon, also leads
to another aspect of organisational control intmali institutions. As political control is
imperfect due to guards against political enemitealso means that the bureaucrats in
political institutions could be more autonomousatige to the politicians than the
agents in the firms relative to their owners. Timakes budget-maximizing behaviour
more likely and also performance measurement velgtimore important in political

institutions than in firms.

Political compromise

Politics is related to negotiating, log-rolling,canompromising. In the boards of firms,
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one may assume that compromising is as common emimcipal councils. However,
representative democracies do not build upon alesirdgology or one preference
function and moreover often work through complesucures as through councils
supported by special committees seeking consensagngpromises. In such complex
governance structures there may be coalitions legtwbe sponsors and the bureau
which amplify the initial problem of budget- or eka maximizing. For instance, a
political committee or a municipal council may nstituted by a relatively large share
of public sector employees (Sgrensen, 1995). Theysesentatives may act in league
with the bureaucrats in order to increase the buage output which then may become
larger than socially desirable. Thus, not onlydlgents can shirk, also the principals can
shirk.

Politics is not only constituted by compromise amdh-win situations, it also
encompasses conflicts, coercion and redistribufibis has been the theoretical domain
of welfare theory. Therefore, some basic insightsnf welfare theory shall be briefly
recapitulated. Ideally, one could wish that anyoss would increase welfare and harm
no-one. The concept of Pareto-optimality is widedgd both in economics and politics
to denote such issues. Rareto-optimumis defined as a position from which it is
impossible to improve anyone’s welfare, in the seosmoving him to a position that
he prefers, by transforming goods and servicesugiirgroduction or exchange without
impairing someone else’s welfare (Blaug, 1985).eRaimprovements are the actions
and outcomes which leave someone better off andneoworse off. However, public
sector is often designed to settle conflicts angdl@ment redistributions. Therefore an
explicit appreciation of the conflict dimension pblitics is warranted. The Kaldor-
Hicks optimality concept does this. Kaldor-Hicks improvemenis defined as where
the total gain in welfare from certain actions atammes is such that the winners could
compensate the losers (Wildavsky, 1966; Blaug, 198085). However, the
compensation does not actually have to be paid,thisdis what makes the Kaldor-
Hicks criterion so intriguing for students of paldl institutions.

The now termed Pareto and Kaldor-Hicks criteriaemeoth published in the early
20th century. Vilfredo Pareto published tianual of Political Economyn 1906 were
he decisively broke away from traditional practafeusing cardinal utility and additive
utility functions and only restricted himself to Mae conclusions that did not depend

on interpersonal comparisons. Enrico Barone intteduthe notion of compensating
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payment in an article in 1908, but this was nongtated into English until 1935. The
notion is now commonly attributed to John Hicks &tidholas Kaldor who revived the
concept on compensating payment in the 1930s. Henyvélre Kaldor-Hicks criterion
and the notion of compensating payments seem tesseknown today than the Pareto
criterion outside the welfare theory and policylgsia fields. Nevertheless, the Kaldor-
Hicks criterion may be useful to students of orgational control in political
institutions. (For a more thorough treatment of Keddor-Hicks optimality criterion,
see Blaug (1980, 1985) with bibliography.)

Moe (1991) called for a theory of politics and emanc organisation. The Pareto
criterion deals with given distribution of initiaésources, gains and compromises. The
Kaldor-Hicks criterion in addition deals with coicfs, coercion and redistribution, if
the potential of compensation is not released. tBasptimality is a subcategory of
Kaldor-Hicks optimality. Both the economics of onggations and the positive theory of
political institutions should not be limited to arrow approach to optimality unless the
gain in parsimony outweighs the loss in explanatiod prediction. Thus, the Kaldor-
Hicks criterion seems to be the dimension, or tgletted story of political institutions
as instruments for coercion and redistribution,chiivloe (1991) called for to introduce
into positive political theories, in addition toetiPareto criterion already commonly
employed in the economics of organisation. Nevégtse welfare theory has not been
able to specify an objective welfare function, afticiency is inseparable from the
question of equity. The Pareto criterion takes rmitial distribution of resources for
granted, while many political institutions exists order to alter the distribution of
resources. This means that it may be misleadingeszribe economics as essentially
about voluntary or value free exchange which thesymably is grounded on a value
free Pareto optimality, and politics as essentiddging about inherently coercive
exercise of public authority, because the Pareatermn is encompassed by the Kaldor-
Hicks criterion. Blaug (1985) summarised his rgtext on welfare economics with
stating that efficiency questions still appear ® ibseparable from equity questions.
However, there is still much merit in using econcsrio draw attention to the trade-off
between efficiency and equity because apparenthotber than economists will do so.

The Kaldor-Hicks criterion seems to provide a beidietween the commonly used
Pareto criterion for judging economic optimalityfree exchanges, and a more relevant

criterion for judging economic optimality when rettibution and coercion is to take
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place or be considered. Thus, it seems to be paligntruitful, both for students of
political institutions and for students of orgaiisaal control, to appreciate the lesson
of Kaldor-Hicks optimality from welfare economics hen the economics of

organisation is to be transformed into a positheoty of political institutions.

Public organisation effectiveness

A firm which is not run effectively may become andalate for takeover. This threat is
part of the firm’s organisational control structurgough the market, in addition to
internal contracts and performance measuremerntidabinstitutions are not subject to
organisational control due to claims on financesidual slack but on claims on net
benefit. Furthermore, service suppliers in the jpubéctor are not subject to forces of
selection based on economic efficiency alone becaiso social equity is considered.
Though cost efficiency is not the only criterionm fadging the performance of political
institutions, also political institutions face eottal threats which may enhance
organisational control in line with the mechanismegent in the take-over threats for
firms, albeit not from financial residual claimshi¥ mechanism goes like this: If
political institutions are not efficient and legiate, they may be reorganized, merged
with neighbour authorities, or privatized. A newmagement may be appointed, and the
organisation could be trimmed. An entire governraktgvel of authorities may be
made superfluous and their tasks split betweerattigorities on the levels above and
below, and certain sectors or services may be actew or privatized all together. This
means that external threats are present also fdicpbinstitutions, but probably less
so, and maybe also less frequent, than for firnsisT performance measurement may

serve as a means to reassure efficiency and legiyim

Property rights

With private property rights, as ownership of skaia public traded firms, the
stockowners may have a strong monitoring deviceoulfin concentration and
capitalization because the monitoring costs thenldcbe small relative to the gains.
Concentrationmeans that someone can buy a large share ofdbkssCapitalization

means that all decisons affecting future conseggnassuming perfect information,
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instantly are discounted into present values whrehmarketable. With public property
rights there are often restrictions on the assetd, claims are often not for sale. The
substantially higher transactions costs of the estdte market, as opposed to the capital
markets, and the greater difficulty of concentmgtimwnership in local governments,
generally reduce the incentives of individuals tonitor elected officials (Zimmerman,
1977). Ownership claims could on the other handctwecentrated also with public
property rights through forming coalitions. Thisraségy may nevertheless have
substantial coalition costs which may dilute theemtives to monitor the local
government and its public officials. Thus, concatitn is no self-evident incentive for
monitoring. Moreover, capitalization is often ndteating the personal wealth of the
voters as principals directly, or such consequeacesffecting only some groups and in
different directions. This means also that the mige for the principal to monitor the
agent is reduced in municipalities where conceioitabnd capitalization of public
property rights are small compared to private priyp#gghts, as in firms.

Although public property rights through lack of centration and capitalization may
reduce the principals’ incentives to monitor thditmians or the local government,
there may also be demand for monitoring from otgesups than the principals
(Zimmerman, 1977). Potential political candidatessymdemand monitoring in
competition for scarce or misheld representativsitmms. Bureaucrats may demand
information for doing their job. Furthermore, alb@ press may demand information in
their mediation role between local governemt, llegiss and voters. This brings us to

the next point on transparency.

Transparency

In firms, management may want to hide their stiategdecisions and organisational
structures in order to sustain a competitive achget Cyert and March (1963/1992)
argued that differences between decision makinfirnms and in political institutions

may stem from the extended isolated social liféirais from other organisations which

leads to differences in behaviour simply througirdéng where acceptable solutions are
not unique. In political institutions transparerayd interaction with environments more
often is the rule than secrecy and isolation. Tparency is a fundamental dimension of

democracy and is also important for political cofitpmn to take place. Without
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transparancy a public sector organisation may legigimacy and hence both public
moral support and resources could wither. In th@0$Xhe information technology has
made public disclosure of information as perforneanudicators (PIs) and statistics
feasible with short delays in time and with simoéaus access also for users outside the
organisation. This means that the traditional dddion between internal and external
reporting, for instance as found in financial agctmg, is less applicable and of

relatively less relevance in local government managnt.

SUMMARY

To sum up, there are several identical organisatieontrol problems in firms and
political institutions only varying in degrees, aaldo some distinct control problems in
political institutions. The common problems aremasyetric information, uncertainty
and slack. The possibly distinct control problemspolitical institutions are public
property rights and the presence of relatively monaltiple principal-agency
relationships (common agency), relatively more getve structures, more coercion and
redistribution, and more transparency. Howeverapplying welfare theory together
with economics of organisation, one may procedé &itpositive, political theory of
institutions which also deals with politics expligi

In this chapter | have elaborated on organisaticoatrol in political institutions in
general. | have found that many themes are sirhgaveen firms and government. At
the same time, when it comes to details, some &spee different also. However, much
of the classical literature on organisational cointras also addressed public sector
management. Thus, there is a rich literature oripgkctor management, and the next
chapter documents that this is also the case orsslie of empirical studies of public
sector performance measurement. Chapter 3 thergéa® on with a systematic review
of this literature on public sector performance sugament, with an emphasis on
explaining how and why performance measurementsed wnder contingencies of

asymmetric information, uncertainty, ambiguity, gouditics.
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3 Literature review

The purpose of this chapter is to identify a puldector performance measurement
research programme and enhance our understandirmpwfand why performance
measurement is used as organisational control intigab institutions. The research
questions pursued are: What are the potential casts benefits of public sector
performance measurement? What are the obstackehteve these benefits? The focus
is on performance measurement as organisationdtotdn the political context in
which it operates (Hopwood, 1983).

The management literature is now abundant with Isotiolars’ and practitioners’
opinions and experiences with public sector perforoe measurement after the last
decades’ proliferation of Pls. However, there seém$fe lacking a coherent public
sector performance measurement research progranagesement on concepts
explaining the use of Pls, and systematic reviefnsmpirical studies where the public
sector experiences have been put into a coheaanefrork. This literature review aims
at contributing to the organisation theory literatby addressing these issues, extending
the ‘performance paradox’ framework proposed by degnd Gupta (1994) where
organisational control is maintained by not knowexactly what performance is. A
more elaborated knowledge base of public sectofopeance measurement may
provide insights not only into the matter of orgational control in political
institutions, but also on complex organisationaifs in general.

Many scholars have participated both in researchdavelopment on the use of Pls
as organisational control in the public sector.dafs have warned against uncritical
use of private sector inspired management in aipgictor context (van Gunsteren,
1976). Still, predecessors of performance measurgrest-benefit analysis and policy

analysis, were recommended by public administragaperts for use in political
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institutions despite frequent problems as scaraityplanning competence, lack of a
common terminology, presence of uncertainty, antsicterations of political rationality
together with economic rationality (Wildavsky, 1968mong practitioners the situation
is as disperse as among the scholars. From UK kghlorities Ball and Monaghan
(1996) reported that there was a strong view espeghat the implementation and use
of performance measurement review systems had faemessful, the politicians more
strongly than managers. From US city governmentsnams (1995) reported that Pls
existed but could be utilised more. Independentres of performance measurement in
the US suggested slow and partial implementatiospitee sustained efforts by the
executive branch under the Government Performamddrasults act of 1993 (Picciotto,
1999). The above sketched controversies suggestbtiha scholars and practitioners
may profit from a deeper understanding of the fimmst of performance measurement in
the public sector. Cf. also Mellemvik, Monsen antésdd (1988) on the diverse
functions of accounting.

Already in the 1930s Clarence E. Ridley and HerBerSimon studied efficiency in
measuring municipal activities (Simon, 1947/19%¢rformance measurement, value
for money (VFM) auditing and evaluations have begéhsed in the public sector at
least since the 1950s (Power, 1997). Since thesl88fe has been a growing interest
in performance measurement also in the privateoséetg. Johnson and Kaplan, 1987,
Camp, 1989; Kaplan and Norton, 1996). However, pblic sector performance
measurement literature is already extensive. Furtbee, public sector performance
measurement has provided the leading edge on pwafme measurement issues
(Lapsley and Mitchell, 1996). The private sectorf@enance measurement literature is
therefore not reviewed in this study.

The rest of this chapter is outlined as follows.tle next section a conceptual
framework on public sector performance measurenseoutlined and public choice,
agency theory and the resource dependence pexspeact suggested as the core of a
public sector performance measurement researchrgmoge. In the third section,
drawing on 24 empirical studies on public sectafggenance measurement, benefits of
and obstacles to organisational use of performame@surement are discussed. Section
four rounds of the review with conclusions and soreeommendations for future

research.
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Kaldor-Hicks efficiency,
Tiebout efficiency, interest
groups and media

Public Choice
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Figure 3. A multi-theory perspective on public sector periance measurement

CONCEPTUAL FRAMEWORK

Performance measurement is in the interlocus adraédisciplines and perspectives, cf.
figure 3. This calls for a multi-theory approach.multi-theory approach may give a
richer and more valid explanation of performancesueement than a partial approach
can do say by using agency theory only. A multetigereview may also highlight the
potential bias inherent in some theoretical pernspes; reveal ‘white spots’ in the
academic landscape, and address the need for feaearch.

There are many candidate contributions to the obra public sector performance
measurement research programme. Ridgway (195&eatiboth organisational theory
and the Soviet (central planning) literature andcenidied many dysfunctional
consequences of performance measurement, a topib §i93, 1995) more recently
has elaborated further in the public sector conf®ebout (1956) revealed that citizens
‘vote with their feet’ according to preferencesgdaherefore that governments pursuing
social welfare could facilitate competition resodfiin different performance between

local authorities. Thus, best practice in for ins& one municipality is not
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unequivocally the best practice for other munidtped. Due to asymmetric information,
politicians may want to monitor a bureau in ordeavoid strategic behaviour. On the
other hand, monitoring could be costly. Howeverereumperfect monitoring may
reduce the bureau’s ability to decept the legista{Bendor, Taylor and Gaalen, 1985).
Another means in organisational control designHeylegislators is to let constituency
groups, as interest groups, monitor the agencidwe ihterest groups can then
communicate the results directly to the politiciarsgher than through a formal
organisational control system (Banks and Weingd892). The interest groups then
bear some of the monitoring costs but they may hge more information than the
politicians and furthermore receive benefits of théput directly. This means that
performance measurement may have substitutes amgl@ments in interest group
behaviour and in media.

Pollitt (1988) highlighted the relevance of quality public sector performance
measurement, distinguishing between a customesuceer and citizen perspective (the
three Cs), on such issues. Pollitt (1986) remintleel public sector management
community on the differences between efficiencyeaiveness and equity (the three
Es), and warned against a biased emphasis on egoiMany prescriptive or normative
approaches tend to overlook equity and power whiecteveness is discussed.
Effectiveness and power are not necessarily two uallyt exclusive concepts
(Rowlinson and Procter, 1997). Wildavsky (1966) radded the relevance of the
Kaldor-Hicks optimality criterion in addition to ¢hPareto criterion on issues of
effectiveness and politics in policy analysis. Badiin the public sector may therefore
be studied also with the notion of compensatingrents, the Kaldor-Hicks criterion
(Blaug, 1980, 1985), and not only with the Paretitedon. With the Kaldor-Hicks
criterion an improvement may be achieved as lonthadenefits exceed the costs and
the winners can compensate the losers, but witbhootpensating payments actually
having to be paid. With the Pareto criterion evedpis left at least as well off after a
change as before the change. Performance measurauéresses cost efficiency,
allocative efficiency and equity at the same tinGn this background one easily
understands that performance measurement may kesteoh with both politics and
resistance.

Performance measurement used for reducing or adafi uncertainty is a crucial

notion in the performance measurement research rgroge. Performance
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measurement is concerned about learning from owro#lrers experience and related to
developing and maintaining organisational memasytines and SOPs. Thus, the core
of the public sector performance measurement relsgalogramme is constituted to a
large extent by public choice, agency theory angawisational learning from the
economics of organisation.

Use of performance measurement was found to besquadely researched from a
control strategy and system perspective (Dent, 1996wever, Dent did not undertake
any review of studies of control systems in pubBkctor organisations, which may have
provided relatively more empirical results than thesiness strategy and management
literature did on this issue. The public managenoemtventional wisdom, contingency
theory and symbolism from new institutionalism (WéVsky, 1986; Meyer and Rowan,
1977; Ouchi, 1979; Hofstede, 1981), has not yebriparated empirical studies of
performance measurement under contingencies ofganiypiand uncertainty, neither as
supplement to budget or clan control, nor as corapbrof standardisation, expert,
political or clan control. See however Alford andi8l (1997) who found some support
for the contingency theory conventional wisdom. éuting, auditing, surveillance and
control issues have been neglected in contingdmayry research and are fertile areas
for further research (Donaldson, 1995).

Empirical studies on decoupling of organisatiomahteol structures other than case
studies are few. See however Gupta, Dirsmith arghfp (1994). New institutionalism
has also been criticised for having considered passees insufficiently (Moe, 1990;
DiMaggio and Powell, 1991). New institutionalisetiry may therefore have overlooked
the possibility that formal control may enhance pbance and professionalism and
thus serve both effectiveness and legitimacy. feuntlore, it is likely that stakeholders
in political institutions will resist implementaticand use of performance measurement
which may cause embarrassment, unless such systemsused for external
legitimisation only (Markus and Pfeffer, 1983; Argy 1990), or unless there is so
much ambiguity that embarrassing information fréva performance measurement does
not affect the ruling coalition (Baier, March angken, 1986).
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DISCUSSION

In this section, general finds both regarding biseff, and obstacles to performance
measurement are discussed. The discussion is bas2d empirical studies from the
1980s and 1990s on implementation, use and effafcisublic sector performance
measurement selected from international, Englisuage, scientific journals, cf. table
2. Most of the studies came from UK, but also Aalsdr the Netherlands, New Zealand,

Norway, Sweden and USA were represented.

Benefits of performance measurement

The benefits identified have been categorised daogrto three organisational
perspectives which usually address these issussuinentalism, institutionalism, and
politics, cf. table 3. (It is acknowledged thatipoal behaviour is rational behaviour.
However, for simplicity and conceptual clarity, bJe discriminated between the

instrumental and political models as two, distipetspectives.)

Instrumentalism

The reinventing government movement and the nevipaotanagement (NPM), as it is
called in Europe, often in a prescriptive or a natie sense, tie performance
measurement to improved welfare through enhancédieeicy, effectiveness and
equity. Typically benefits associated with the linstental, cybernetics perspective as
found in accounting and agency theory, are enhgnoimtrol and accountability, and
reducing uncertainty and information asymmetry.(@gyne and Law, 1991; Wholey
and Hatry, 1992; Ammons, 1995; Thompson, 1995; ilfand Baird, 1997).

The most important criterion for design and implamaé&on of Pls was found to be
decision relevance (Mayston, 1985). A PI shouldtoate with substantial relevant
information for decision making, or it should beschrded to minimise the number if
Pls. Furthermore, decision relevance contributesnioimise the costs of gathering,
processing and evaluating information. To be ugefslought to be employed in a well-
defined welfare theory and control framework unldbgre probably would be

substantial problems with validity and reliability.
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Table 2. Empirical studies of public sector performance soeament

Author Research problem Methods Conclusions
Implementation
Mayston Decision makers’ Exploratory study: Pls can be placed in a decision framework
(FAM 1985) information needs Content analysis of 15 UKbased on welfare theory, and many
and appropriate  nationalised industries’ accounting concepts can be extended to
design of non- annual reports, and performance concepts
profit Pls theoretical analysis
Likierman How public sector Discussion and written 20 lessons from experience may enhance
(PMM 1993) managers feedback from over 500 use of Pls, especially conceptual validity
implement and use UK middle and senior  applied to the political context, bottom-up
Pls public sector managers participation, patience and pragmatic use
Midwinter Development of  Content analysis of VFM The state of the art was primitive and
(PMM 1994) Pls and value for reports from Scottish locafraught with methodological problems.
money (VFM) authorities Pls were inadequate for inter-authority
auditing in local comparisons. However, the statistics
government could be of use for internal policy analysis
assisting the councils
Hall and Implementation of Content analysis of a Pls were only modestly introduced prior
Rimmer Pls in monitoring study on 38 UK local to contracting following compulsory
(AJPA 1994)  of contractual authorities competitive tendering in 1988. This
performance makes it difficult to measure impact of
contracting on service quality
Nyhan and Design and Case study of a division oPerformance measurement can be
Marlowe reporting of 4000+ employee US combined with TQM given training of
(PPMR 1995) performance government agency work groups and managers, top-
measures management commitment, and linkages
consistent with between performance and rewards
TOM
Ball and Major study of Survey of all chief Half of all local authorities were assumed
Monaghan local authorities  executive and council to operate a review mechanism and a
(LGS 1996) implementation leaders in local authoritiesmajority implemented their review system
and use of in the UK (514 boroughs, after 1988. Type of political control
performance regions, districts, (ruling party) did not seem to influence
review systems  counties, metropolitan andhe choice. Most people would subscribe
non-metropolitan to the view that the system could only be
districts). Follow-up effective if linked to the authority’s
interviews in 28 planning and budgetary system. There was
authorities which showed a strong view expressed that the system
significant progress had been successful, the politicians more
strongly than managers
Helden Critical review on Case study of a Dutch  Dutch municipalities have been exposed
(FAM 1998) Dutch project encompassing 12 to reduced budgets for over 15 years, and
implementation of pioneer municipalities  this may explain some of the adoption of
performance 1988-95 instrumental organisational control
measurement models. Need for more behavioural
research on implementation and about
variables explaining different applications
Johnsen How decoupling  Case study of 4 municipalAn implementation mode where Pls are
(FAM 1999) affects projects in Norwegian  loosely coupled to organisational

implementation of

performance
measurement

local government 1983— objectives, may overcome resistance and
98 further implementation success. Need for
research on implementation structure
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(Table 2 continued.)

Author Research problem Methods Conclusions
Use
Carter How design and Comparative study of 13 Performance measurement is used as
(PA 1991) implementation UK government organisational learning. Mature
affect use of departments, public performance measurement models are
performance agencies and private designed, parsimonious and timely.
measurement businesses in the 1980s Design and use would have been easier if
both quality and consumer satisfaction
was regarded as aspects of process.
Quality is part of efficiency and not its
conceptual antithesis. Problems transcend
the private and public sector division, but
Pls can be used as democratic instruments
in the public sector
Carter and GreeWhat roles Pls Content analysis of The agencies have responded to the
(PA 1993) have in the Next business plans of 4 UK requirement of the Next Steps programme
Steps initiative agencies formed by the by developing reliable and usable Pls. Pls
Department of Social are political instruments mediating the
Security Department and the agencies by means of
exercising ‘hands-off’ control and holding
agencies accountable. The use of Pls were
also changing from ‘tin-openers’ to more
use of ‘dials’ because Pls were
increasingly linked to objectives
Palmer How local Survey data of UK local Pls most frequently used were related to
(PMM 1993) government government collected by costs, volume of service, utilisation rates,
measure and use 308 questionnaires. time targets and productivity. Pls least
performance Comparison of existing  used were quality of service, customer
information systems in education, satisfaction, and achievement of goals
social services, highways,
housing and refuse
collection to an ideal
system.
Sgrensen Use of Survey of agency heads i53% of the municipalities reported to
(IRAS 1994) performance Norwegian local apply performance evaluation, but only
measurement and government 1990/1991 15% were estimated to provide
non-marginal quantitative measures of productivity
evaluation
Ammons Explore the avail- Content analysis of Relevant standards and actual
(PAR 1995) ability of standards budgets, annual reports performance figures suitable for

relevant to local  and selected documents comparative purposes existed. This could

government for libraries and leisure  be utilised more to capture media and
functions and how services, specifically citizen attention in order to enhance
performance parks and recreation, in 9@&ccountability

reporting could be US city government
meaningful in
cross-jurisdictional

comparisons
Hyndman and How performance Content analysis and Although there was an improvement, a
Anderson reporting comparisons of the first  significant proportion of the agencies
(FAM 1995) contributes to 57 UK Next Steps reported little or no information on

accountability by agencies’ 1991/92 relativeefficiency and effectiveness. There was an
agencies accordingto the 1988/89-1990/91 enhanced emphasis on reporting quality
to the Next Steps annual reports and effectiveness

objective
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(Table 2 continued.)

Author Research problem Methods Conclusions
Haselbekke Use of public Content analysis of DutchThe amount of published data on various
(PMM 1995) policy and central and local parts of the production process, both
performance government budget input, activity and output, had grown
measurement in thenemorandums 1995 rapidly in the last years. Local
Netherlands governments had achieved better results in
performance measurement than central
government, but there was still a striking
lack of productivity information at both
levels of government
Thompson Review of service Content analysis of annuaPerformance measures adopted addressed
(FAM 1995) performance reports of service objectives inappropriately and
reporting in New  performance of 11 public incompletely. The finding pointed to a
Zealand local art galleries the second need for improved reporting of local
authorities year after implementation authorities activities
of service reporting in
1990
Alford and Applicability of Content analysis of Performance monitoring was contingent
Baird public sector programme performance on ambiguity (‘difficulties in defining or
(PMM 1997) performance statements of 17 Austral- measuring ends’), and uncertainty
monitoring ian central government  (‘difficulties concerning means’)
departments and agencies
1991-92 and 1992-93
Boyne Evaluation of the Content analysis and Pls were not comprehensive regarding
(LGS 1997) extent to which the theoretical analysis of ~ conceptual criteria for performance as
UK Citizen’s validity, and statistical  equity, public participation, and
Charter Indicators analysis of Pls for 39 responsiveness to local preferences.
(CCls) published English non-metropolitan Effectiveness issues were completely
by the Audit counties, 8 Welsh ignored. Nevertheless, a small set of
Commission can counties, 32 London variables may be used on some
be used to make boroughs, 36 metropolitardimensions of performance. However,
meaningful districts, 296 English non-some of the differences in service
comparisons of  metropolitan districts, andcoverage, quality, speed of response,
performance 37 Welsh districts efficiency, service utilisation and
between local administrative effectiveness, were beyond
councils the control of individual councils. The
Audit Commission should be clearer on
validity and local circumstances regarding
reliability
Ballantine, Comparison of UK Case study of UK and  There were tensions when trying to
Brignall and and Swedish Swedish public health  balance the provision and use of financial
Modell performance service practice and non-financial information. The
(MAR 1998) measurement decentralised approach in Sweden led to a

more balanced approach to performance
measurement than the centralised
approach adopted in the UK
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(Table 2 continued.)

(LGS 1998)

Research problem Methods

The impact of the UK single case study
Citizen Charter

Indicators (CCIs)

on the activities of

one consumer

group

Conclusions

The division of the interastup (a
national campaign for more and better
public conveniences), energies and
resources on the annual CCI exercise
drew the group's campaigning teeth.
Because of lack of technical expertise

about Pls, consumer groups can make
errors of interpretation and draw false
conclusions which may undermine their
credibility and thus undermine their
campaigns. Far from empowering
consumer groups, the production of the
Audit Commission’s Pls for local
authorities may have the opposite effect of
disempowering

Effects
Smith
(FAM 1988)

How recommen-
dation of

Content analysis and The results showed no increased

analysis of variance of Plcompetition. If competition was present in
publishing PIs in  from 115 English and local government performance, it was
annual reports Welsh local authorities  likely to be peer group pressure and to a
affects variation in annual reports 1981/82— lesser extent political control (ruling
efficiency through 1984/85 party). However, there were inadequate
competition output measures and arbitrary numbers of
Pls on the services

Boyne and Law How annual Content analysis of 11-30The annual reports contained little to

(FAM 1991) reports promote  Welsh district council assist judgements on councils’
accountability to  annual reports each year performance. Accountability could be
the public from 1981/82 to 1988/89, enhanced by central government issued

interviews of council staff,codes of guidance, and by councils
and statistical analysis  placing their reports more directly into the
local political debate

Smith Impact of Case study in UK Reliance on Pl schemes may have

(BIJM 1993) publication of National Health Service dysfunctional consequences. Attention
outcome-related should be given to managerial incentives
Pls implicit in Pl schemes

Boyne Effect of scale on Correlation analysis of  Performance in service provision as

(PMM 1996) performance in 263-296 UK local quality, efficiency and administrative

local government government services in  effectiveness, is associated with scale, but

reorganisation as non-metropolitan districts scale and performance must be measured

district mergers with appropriate measures. Development
of performance measurement has provided
more appropriate measures for local
government reorganisation decisions than
before

Note.AJPA = Australian Journal of Public Administratjd®JM = British Journal of Management, FAM
= Financial Accountability and Management, IRASnternational Review of Administrative Sciences,
LGS = Local Government Studies, MAR = Managementcodmting Research, PA = Public
Administration, PAR = Public Administration RevieRMM = Public Money and Management, PPMR =
Public Productivity and Management Review.
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Hands-off controlwas used to denote the usage of Pls in the parafitixe UK
conservative administration that reducing the adleentral government required tighter
central control (Carter, 1989). In the Netherlatius public sector had been exposed to
reduced budgets since the early 1980s, and edpetis local government had
developed and achieved results in performance mmasmt (Haselbekke, 1995;
Helden, 1998). PIs may be used as signals and (gaint to) whose responsibility a
performance area is (Carter, 1991; Carter and GrE®93; Kravchuk and Schack,
1996). Focus on certain Pls can signal certaintegfies to certain stakeholders. In
public sector the incentives are (often) non-finahcinstead of using Pls tied to
financial incentives as often analysed in agen@om public sector Pls may have
incentives through thembarrassment effeathich is a result from failing to meet
relevant performance expectations. Such embarragsmay be effective for the
organisation because it can stimulate manageraickeactivity for future improved
performance. However, this is somewhat contrasting emphasis on building
motivation and commitment as found in many othepybar management control
models, for instance as in management by objec{iM&O) (Poister and Streib, 1995)
and total quality management (TQM) (Berman and WE395).

In spite of the fact that organisational learnirgy @ major ingredient in the
performance measurement research programme, therassto have been published
only a few empirical studies on performance measarg and its effects on
organisational learning (e.g. Smith, 1988; Cari®91; Meyer and Gupta, 1994). Case
studies showed that Pls were used as learning eeucorganisations (Carter, 1989;
Carter, Klein and Day, 1992). Pls may detect ordlizoth as potential failures or as
successes. Such detection, ‘tin-opening’ (Carte®91), may address further
investigations on variation in organisational forn@ne major advantage with cost-
benefit and policy analyses and thus performancasaorement, is that implicit
judgements can be made explicit and subject folysisawhen pursued with integrity
(Wildavsky, 1966). At the same time, this pointeedily to several political aspects as
power, conflict and transparency, and will be dssad later on. In the longer run
performance measurement may adjust rules, rouanesSOPs. Rules are reflecting
organisational learning processes by which org#oiss adapt to their environments.
Such behaviour has been extensively studied inuecetipn with organisational

effectiveness and institutional legitimacy undeutded rationality.
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Table 3. Benefits of using performance measurement

Perspective Functions

Instrumentalism Monitor efficiency, effectiveness and equity
Enhance control and accountability (‘hands-offtcol’)
Reduce uncertainty
Reduce ambiguity
Reduce information asymmetry
Signalling (‘dials’)
Incentive (‘embarrassment effect’)
Detecting problems, failures and successes
Enhance memory and retrieval of information
Enhance learning (‘tin-openers’)
Develop rules, routines and SOPs
Institutionalism Socialisation (‘infuse with value’)
Ritual
Ceremony
Legitimisation
Symbolising
Myth
Fashion
Politics Reveal conflicts
Change power relations
Redistribute resources
Enhance transparency
Increase credibility (prestige)

Institutionalism

Institutional leadership through organisationalreadand culture promoting esteemed
values has been one of the core explanations &ituhonal effectiveness in the old
institutionalism (Selznick, 1957). Organisationatrustures and processes as
performance measurement and annual reporting may glsignificant role also in
socialising recruits and in changing or upholdimgamisational values through culture
(Pfeffer and Salancik, 1978).

Several studies revealed symbolic use of informaffeeldman and March, 1981).
Sgrensen (1994) found that 53% of the Norwegianicopalities reported that they
applied assessment of productivity. However, onBf6l provided some kind of
quantitative performance measures on productivitys may imply symbolic use of
organisational control models, but could also hafkected lagged implementation. For
instance, Hall and Rimmer (1994) and Palmer (198Bprted that quality of service,

customer satisfaction and achievement of goals wWeast used as Pls, whereas
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Hyndman and Anderson (1995) reported that thereananhanced emphasis on quality
and effectiveness reporting from 1988 to 1992. €411991) stated that PIs were very
much the fashion of the 1980s in the UK, despitd this method was grounded on
older ideas from the 1960s. Use of symbols andlstaould be an effect of lack of tacit
products and services as output of the organisaffeffer, 1990) and may therefore be

of special relevance to many public sector orgdioisa.

Politics

Information is not only for internal use but couldso to a large extent be used to
influence or adapt to the environment. Rationalaargations could therefore seek to
design themselves in order to minimise the negefsitmanoeuvring and compromise
(Thompson, 1967; Pfeffer and Salancik, 1978). Perémce measurement may be used
in several strategies for coping with power andethelence and thus requires design of
appropriate information systems. This was corrofeoraby the findings that the
development of PIs had provided better measuresidoisions on municipal mergers
(Boyne, 1996). This supports the notion of Plsighlit exposed for politics.

The purpose of public sector is to solve problent @nflicts which the market and
volunteer exchange can not solve. In political itosbns ideologies should be
inconsistent, and mistrust and scepticism are e@aged (Brunsson, 1989). Performance
measurement may in this context reveal underlyingflicts, inconsistencies and
priorities to the legitimate decisions makers amthe proper decision arena, rather than
having political decision processes behaving asagpr can processes subject to
unrepresentative or uninformed political influeng@Vildavsky, 1966, 1969).
Performance measurement may inform both the adescamd the guardians in the
budgeting processes. Performance measurement botidincrease transparency in
organisational processes and enhance credibilith@forganisational outcomes. Both

transparency and credibility are valued in repregere, political institutions.

Obstacles to performance measurement

The organisational obstacles to using performaneasorement have been categorised

into the three phases of implementation, use, #rdts, cf. table 4.
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Table 4. Obstacles to using performance measurement

Phase

Implementation

Obstacles

Low theoretical or methodological planning compete
Little resources/capacity for development

Lack of implementation network structure
Impatience

Resistance

Use

Lack of relevant statistics

Measurement errors

Misinterpretation

Low decision relevance

Need for rich information

Running down of Pls

Proliferation of Pls

Information overload

Indirect lines of responsibility (common agency)
No ownership of performance

Loyalty to professional norms rather than to mamagnt
Misrepresentation (manipulation of data)
‘Creaming’

Discredit of Pls

Effects

Suboptimisation

Tunnel vision

Myopia

Measure fixation

Gaming/Ratchet effect

Ossification

Revealed complexity

Increased transparency

Increased accountability

Increased conflicts (‘decibel meter’)
Reduced credibility (prestige)
Reduced legitimacy

Reduced power

Reduced resources (negative political feedback)

Implementation

Implementation of performance measurement systerreated as investment projects.
The costs must be balanced against the value gbirmg government performance and
credibility (Jensen and Meckling, 1976). On theeothand, incremental budgeting may
after all be more cost efficient and rational trerfiormal performance measurement
system (Lindblom, 1959). However, the performanceasarement costs may be
reduced by using available, existing data, usimgloan samples rather than population

data, and employing agency personnel both to dodled analyse data. Carter (1989)
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held that the performance measurement progredseitJK had been tardy and data-
driven, and that Pls remained an imperfect andhafieffective instrument of control.
Midwinter (1994) argued that in Scotland the rhietof performance measurement was
much more elaborated than its methodology. Mostdeldd be described as ‘local
government statistics’ rather than performance oreasent and were invalid for inter-
unit and inter-organisational effectiveness congmars. Thus, implementation requires
competence in welfare theory and public choice atisky, 1966; Jackson, 1990), as
well as capacity for information system developmemd adequate training (Nyhan and
Marlowe, 1995). The implementation process itsediyrhave a significant impact on the
costs and overall potential for usage. A common@ggh to implementation studies has
been to distinguish between top-down and bottonprgresses and where the latter
have been claimed to enhance implementation su¢tdgsrman, 1993). However,
also implementation structures as networks and w#itm could have substantial
positive impact on information systems and orgdimsal control (Hjern and Porter
1981; Johnsen, 1999). Competence, overcoming aesist and patience are required as
implementation of performance measurement systeamsmonly extend three to four
years (Jackson, 1993).

A common management slogan is ‘what get measureddgae’. One may measure
and monitor certain items and relations in ordesidbieve desired changes. The process
of placing issues on the agenda trough measuremmayt reveal management’s
preferences or the organisation’s objectives. Wdmdks what and how issues are to be
measured furthers power over other participantghi relation. At the same time
information systems which are not for externaltiegsation purposes only, face a risk
of resistance. The specialists who are in chargpedformance measurement may be
regarded by stakeholders as ‘techies’ who aregetting too much control relative to
status quo. Resistance against measurement andiamsnisuse or influence on the
measures or processes, may also further powerosetivho measure or who defy

measurement in the relation.

Use

Resistance towards measurement and possibly ch&mogeshese processes may be a

reasonable objection due to abuse of the data wmalp encompass measurement
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errors, non compatibility in comparisons, low cot@mee among the intended users of
the data, and fear of misinterpretation (Ballantif¥ignall and Modell, 1998).
Misinterpretationis to send wrong policy signals due to boundembmatity, although
the agent is in possession of all the facts. Edsvélt€898) reported that an interest group
due to lack of expertise made errors of interpi@tatresulting in potentially loss in
credibility and disempowering. The risk of misinmgestation is especially present if
relevant comparison to time-series and cross-s&dtaata are lacking, and the Pls have
low validity and reliability (Hyndman and Andersob995; Thompson, 1995; Boyne,
1997). In short, PIls may after all not be decigielevant. But, reluctance to implement
performance measurement could be motivated byofdaosing power and to be cut off
from the political centre (Egeberg, 1995). Selknested bureaucrats may prefer policy-
making tasks which require rich information (DafidaLengel, 1990), and avoid routine
and technical matters which may require less mdbrimation typically measured with
Pls. If Pls reveal information to the politiciansieh formerly have been exclusively in
the bureaucrats’ domain, the politicians could makee policy and the bureaucrats less
(but more dull routine work). Thus, bureaucratsiddee reluctant to implement such
information systems.

Because political institutions in the public sechoe rational complex organisations,
and the actors typically will incorporate all redex arguments (Brunsson, 1985), there
Is a potential for considerable proliferation ofsPdnd information overload. The
performance measurement system then easily isc@ubjehe running down of Pls as
the agencies adapt and hence the Pls no longeindiisate performance, resulting in
even more proliferation.

Outcomes of public sector services are commonlyptexn Though there may be
much interdependence between units, the respabsibor causing an effect on a
service may be shattered both around in the orgoisand outside the organisation
through common agency. There may on these reassn® lreal ‘ownership of the
performance’. The PIs were seen as imperfect imsnis of control resulting in
unwanted ‘backseat driving’ without providing a afer degree of central control over
services (Carter, 1989). However, this may be nal @bstacle to performance
measurement because measurement typically is eetploy order to enhance
organisational learning. However, accountabilityptofessional norms by clan control

rather than to management by output control, mayabeobstacle to performance
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measurement.

Opportunism may impinge upon measurement and exmlay organisations have
obstacles to using such systemdssrepresentations deliberate manipulation of data so
that reported behaviour differs from actual beharid common strategy to overcome
or reduce this problem is to have the front-lireffstollect and record the data which
then are integrated into their own information egys$. This may also reduce the
proliferation problem. A special variant of misrepentation iscreaming which is
serving those clients who most likely will profitoln the measurement, by only
measuring selected aspects to divert the atterBotihh misrepresentation and creaming

would likely result in discrediting Pls in the lagrgrun.

Effects

Dysfunctional effects of narrow or biased orgamneswtl goals are highly relevant
obstacles to using performance measurement asisatjanal controlSuboptimisation

is the pursuit of narrow local objectives by mamagat the expense of the objectives of
the organisation as a wholeunnel visions defined as an emphasis by management on
phenomena that are quantified in the performancasarement scheme, at the expense
of unquantified aspects of performanbi/opiais the pursuit of short term target at the
expense of legitimate long term objectives. Myopoauld be countered by measuring
processes related to long run effectiveness, rdtier measuring outcomdleasure
fixation is defined as an emphasis on measures on su@bss than the underlying
objective. For instance, in several studies Plgquity were found to be sparse relative
to data on cost efficiency, even though the créigf the emphasis on cost-minimising
rather than welfare optimising has been known énghiblic administration literature for
long time (Simon, 1947/1997).

Performance measurement may also be exposed todysftenctions common in the
Soviet and budgeting literature. Ttachet-effectnay be explained as the phenomenon
where targets are irreversibly raised in respoos®e year’s productivity improvement.
This effect may be anticipated and countered by iggumGaming is defined as
deliberate manipulation of behaviour to securetegia advantage. Gaming leads to
distortions in actual behaviour, while misrepreagoh is the distortion of reported

behaviour. Gaming may be countered by using a nuwibBIs which may be difficult
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to game simultaneously. However, this strategy alsg lead to proliferation. Another
strategy is to use performance measurement whichdependent of historical data.
Methods as data envelopment analysis (DEA), ratimyais and benchmarking using
cross-sectional data may also counter gaming. Thmsthods may function as
introduction of competition through pseudo-markat&l selection of ‘best-practices’.
Albeit such measures may enhance cost efficiendyemuity, variation and selection
are no guaranties for optimality (Alchian, 1950ur8aucratic measurement schemes
can furthermore inhibit innovation and lead to fisation. Ossificationis defined as
organisational paralysis brought about by excelsigid systems. Ossification could
be countered by annual system reviews using theriom of decision-relevance and
cost-benefit judgements, in addition to rewardingnagers for awareness of new
challenges.

If the political perspective could be argued forplexning benefits from using
performance measurement, then this perspectivedcdid used in explaining
organisational obstacles also. If the outcome cdaddrevealing the organisational
complexity and inconsistencies to the environmehtough transparency and
accountability, the implications may as well tumt ¢0 some stakeholders as increased
conflicts and decline in both credibility, legitimyg and hence reduced power and less
resources in the longer run. For instance Pls mtrakand local government, which are
public information, may enhance thaecibel meter which is feedback politicians
receive from constituency groups by bureaucratifopmance (Moe, 1984). Although
‘back-seat driving’ may have no immediate effeatsemhanced control, several long
run consequences could be anticipated. As centrargment or the local government
principals learn more about local government slgcénts may also be reduced and not
only redistributed. The effect of politicians griaugt reduced budgets to a bureau after
exposure to new information from the agent is knasmegative political feedback
Organisational obstacles to performance measuremagtthus have both legitimate

and non-legitimate reasons.

CONCLUSIONS

Organisational actors implement and use performamezsurement when the estimated
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overall benefits supersede the expected overatbcdsis explanation corresponds to
standard, positive, agency theory arguments. Hokyelie costs and benefits must be
examined along dimensions of instrumentalism, tustinalism and politics
simultaneously. The costs and benefits may alsy waer the different stages of
implementation, use and effects. As the conclus®rprofoundly simple on the
conceptual level, it is overly complex, controvatsand indeterminate on a practical
level. One may assume that power and resourcesing ®ls will change during the
performance measurement system’s life cycle, frasedo case, between organisational
units, and between governmental levels. That iswdaditics enters the stage. This may
call for empirical studies of users of Pls as adtes and guardians, ‘techies’ (experts)
and laymen, and as winners and losers.

The dominant perspective on organisational coitasl been managerial cybernetics,
contingency theory, and symbolism from new ingtidlism. However, the core of a
public sector performance measurement researchrgmoge should also incorporate
adjacent perspectives as agency theory, publicehorganisational learning, and not at
least the resource dependence perspective whifdttinncorporates many of the other
theories and, furthermore, addresses politics eitlgli Paradoxically, the resource
dependence perspective seems at present to be-utiidexd in public management.
The literature review has revealed several concaptbeing relevant in explaining
performance measurement, for instance decisionaete, running down, proliferation,
slack, asymmetric information, uncertainty, and auity. This study documents public
sector performance measurement as a very complganigational form used for
instrumental, political and institutional reasonsudtaneously. The findings do not,
however, give any unequivocal support for the dpting proposition, maybe because it
neglects resistance. Nor has the conventional \msidom contingency theory of use of
budget and clan control rather than behaviour amghud control (i.e. performance
measurement) under contingencies of ambiguity amcemainty, provided adequate
explanations, although this may also be due tasesof abstract concepts, complicated
presentation, and disconnection from decision et actually used in organisations
(Pfeffer, 1997).

The present study is limited regarding review ohgneelevant theories to include in
a public sector performance measurement reseaoggonme. Specifically it should be

noted that the mimetic isomorphism proposition éwrinstitutionalism (DiMaggio and

66



Chapter 3: Literature review

Powell, 1983), where organisations adapt to amtyigamnd uncertainty by modelling
themselves after other organisations which aregperd as successful, could provide
explanations of organisational use of performaneasurement under contingencies of
asymmetric information, uncertainty and ambiguwitiich are highly relevant for public
sector performance measurement. Such explanatiagssimultaneously combine both
instrumental, institutional and political dimensson Furthermore, the mimetic
isomorphism proposition, in contrast to the decmgpproposition, to a large degree
corresponds both to agency theory, organisatior@bgy, classical contingency theory
as well as with the resource dependence perspective

Future research on public sector performance meamnt may be fruitfully pursued
along several paths. First, a conceptual modelrgarosational use of performance
measurement may be developed. Second, empiricdiestwof how organisational
control structures are used could be utilised tohgpotheses from different theoretical
perspectives and theories to empirical tests. Tiimaoke empirical studies on effects of

performance measurement systems may be conducted.
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4 Hypotheses

The purpose of this chapter is to formulate theaesh problem initially addressed in
chapter 1 in greater detail. This is done by deuielp a conceptual model of
organisational use of performance measurementliticabinstitutions, and formulating
corresponding, testable hypotheses. My main relseguestion is how asymmetric
information and uncertainty impinge upon performanmeasurement in political
institutions. However, it is now time for me to draipon the conceptual discussion
from chapter 2 and the empirical evidence | haveeveed in chapter 3. This means that
when | shall try to answer my overall research tjoesthere are several issues related
to it that | want to address in order to provideualified answer. Specifically, the
notions of ambiguity and complexity as dimensions umcertainty have to be
recognised.

To recapitulate chapter 3, the literature revieweaded several ‘white spots’ in the
literature regarding organisational use of perforcgameasurement in the public sector.
First, conceptual studies on the organisationadllave lacking. Second, some assertions
with public management are taken for granted withouwith contradictory empirical
support. Third, there have not been many empistatlies of the underlying causal
processes to explain the organisational diffusiose or effects of public sector
performance measurement. Fourth, power issues balyeimplicit or seldom been
addressed. A conceptual model of organisational afspublic sector performance
measurement seems on this background to be wailraefere one proceeds with any
further empirical studies.

The rest of the chapter is outlined as followed:the next section concepts and
relationships explaining use of public sector periance measurement derived from

agency theory/public choice, contingency theoryd amew institutionalism are
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elaborated. A conceptual model is formulated arstlhlde hypotheses are stated. All
hypotheses are stated in present tense and wasgositive assertions. They are not
written as ‘null’ hypotheses. The hypotheses ammigated consistent with the evidence
stated in the literature and not necessarily acegrth what | personally have believed.

The third section discusses the conceptual modsldan common criteria.

THREE PERSPECTIVES ON ORGANISATIONAL CONTROL

Agency theory and public choice are chosen fromdbenomics of organisation as
relevant perspectives for the conceptual model usexdhey both address information
iIssues in organisational control explicitly. On thteer hand, Mueller (1989) stated that
power was largely ignored by economists and prangts of public choice. This calls
for a deeper appreciation of power issues in anldito the public choice perspective.
The structural contingency approach states thatmucettain conditions, some structures
are more effective than other structures. In regeats also the new institutionalism has
been widely used, and especially among sociologiahagement researchers. The
contingency theory and new institutionalism persipes have been chosen because of
their explicit treatment of ambiguity and uncertginn organisational control. For
simplicity and extending the terminology of chap®r | have labeled the public
choice/agency model as an instrumental perspectittee contingency/new
institutionalist models as institutional, and thadigical model as politics. Conceptually
it is not possible to distinguish one, political debfrom the other persepctives because
almost all the other perspectives used here encgsmaditics to some extent or another.
Cf. for instance how public choice explains bureatst use of asymmetric information.
However, the research tradition within most peripes but public choice and the
resource dependence perspective, seems to hatedtpeaitics implicitly. In this study

| have aimed at modelling politics explicitly.

The selection of concepts explaining use of perforoe measurement is based on
the literature review in chapter 3. This reviewaaled the organisational concepts of
asymmetric information, slack, uncertainty regagdime transformation process of input
to output, ambiguity of output, and political poweas relevant to explain the

organisational use of performance measurementerptiblic sector. The propositions
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regarding the concepts (the ‘whats’) and theirti@tships (the ‘hows’) are presented
together with the discussion of their underlyinguga relationships (the ‘whys’)

(Whetten, 1989). Hypotheses are then derived amdeamed H1, H2, ..., H10, cf. also
figure 4. Cues from the conceptual model to vaesplindicators and data on the

empirical level are discussed in chapter 5.
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Figure 4. A conceptual model of public sector organisatiarss of performance

measurement

Figure 4 is a conceptual model of use of perforreameasurement in political
institutions. Otley (1980) noted that as organesai use a wide range of control
mechanisms serving different purposes, it is difficif not impossible, to isolate the
effect of one specific means of control, say uspesformance measurement. He instead
recommended an initial research strategy of tryimgsolate those control systems
which are particularly suited for certain circunmstes. In figure 4 this means that the

explanatory concepts are chosen for their presuroadsal relationships with
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organisational control. That is, the conceptual ehad modelling the relationship
between organisational structure and organisatiooatrol. The relationship between
organisational control as independent variable &sd effects on organisational
performance as dependent variable (the dotted linesn use of performance
measurement to the three concepts of cost effigjallocative efficiency and equity), is
not studied here. (See Steers (1975) for a revieangirical, multivariate models of
organisational effectiveness, and March and Suti®97) for a discussion of studies
with performance as a dependent variable.) The siamsof effectiveness as dependent
variable in contingency theory research has forynbden critisised in the literature
(Otley, 1980). However, to include organisatiorfé&iveness as independent variable
to explain organisational control, has also beanfpuward (Langfield-Smith, 1997). It
is this latter approach which has been chosenisnstindy: Organisational slack, which
could be related to organisational effectivenesss been used to explain use of

organisational control models.

An instrumental model

The typical problems studied in public choice aneslucrats trying to maximise output,
the budget or the discretionary budget, and thesmo often political representatives,
maximising votes. In public choice it is asserthdttuncertainty creates a potential to
exercise power while information provides a capaititdo so. Public choice and agency
theory have two relevant concepts for explainingaarsational control and use of

information: Asymmetric information and slack.

Asymmetric information

In the Niskanen-tradition of public choice, the dbureaucratshas two meanings. In a
general sense it includes all full-time employeta bureau. Abureauis defined as a
non-profit organisation financed by an appropriatay a grant from a sponsor. For the
most part bureaucrats refers to senior officiala dfureau with a separate identifiable
budget (Blais and Dion, 1991). In this study thentéureaucrats is employed in the first
mentioned meaning, as employees of a bureau.

Mueller (1989) concluded in his review of the Niska-tradition that the
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bureaucracy models of Niskanen are static modets dan not directly explain why

government grows. Mueller pointed to an indireqtlaration of opportunism as ‘ability

to misrepresent the true prices and quantitiesubfigly provided goods’ as cause. This
may point to asymmetry and possibly the agentstg@ucrats’) ability to achieve sub-
optimal solutions due to uncertainty of cost swuetand output: ‘The ability to

misrepresent [true prices and quantities] is likelydepend in turn on the size and
complexity of the budget itself. The bigger thedaucracy, the more difficult it is for

outsiders to monitor its activity, and the moreidess there are who are working to
increase the size of the bureaucracy. Thus, theabgracy is likely to depend on its
absolute size’ (Mueller, 1989: 340).

In agency theory the concept of ‘specific inforroatihave been used in conjunction
with organisation size: ‘For our purpos@sncomplexmeans that specific information
relevant to decisions is concentrated in one oeva dgents. (Specific information is
detailed information that is costly to transfer amagents.) Most small organizations
tend to be noncomplex, and most large organizates to be complex, but the
correspondence is not perfect’ (Fama and Jensé38: BD4). Thus, bureaucracy size
could possibly be used as an indicator for degf@symmetric information. The bigger
the size of the bureau, either measured as budday staff, the greater the degree of
asymmetry or specific information ‘in favor’ of tieireau.

Hypothesis 1 is formulated congruent with publioick but applied to political
institutions with multiple principal-agent relat&ips. In public choice and in agency
theory opportunistic behaviour is assumed undentakeorder to maximise budget or
slack. The bigger the bureaucracy, the more diffiteould be for outsiders to monitor
its activity, and the more insiders there couldde&vork for increasing the bureaucracy
and increasing slack (Mueller, 1989). With incregssize there may be more agents
who could co-operate in misrepresenting the trueeprand quantities of the publicly
provided goods, thus asymmetric information is as=ilito increase with the number of
bureaucrats. One means to increase the bureaudradget or slack, is by utilising
private information, distort information or hidefanmation. Opportunistic behaviour
could in this manner then be conceptualised assirgfuperformance measurement in
order to utilise asymmetric information between thgent and the principal. As
performance measurement reduces asymmetric infmnmahe bureaus will resist such

implementation and use. Thus, one could assumegé#rirmance measurement would
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decline relatively with increasing bureaucracy siE®wever, this would be a static
analysis. Agency theory may also be used to exmeaganisational development and
implementation of control structures when therasgmmetric information, which one
could assume is a typical trait with political ihstions. The principals may employ
monitoring in order to facilitate organisationaklteing. This calls for performance
measurement which in the longer run may reduce rtaiogy. The propositions
provided on asymmetric information from public at®iand agency theory thus seem to
be contradictory and the net effect indetermin&temy knowledge, empirical tests of
these two propositions simultaneously, have nohlBumented in the literature. As
conventional wisdom predicts that output control redatively less used under

uncertainty, hypothesis 1 is therefore formulatexgruent with public choice.

Hypothesis 1:0rganisations with much asymmetric information psgormance
measurement in a lesser extent than organisatiois kttle asymmetric

information.

Slack

Slack has been defined as payment to coalition reesrib excess of what is required to
maintain the organisation. In public choice andagency theory one assumes that the
bureaus and agents may behave opportunistically fray maximise the discretionary
budget (budget slack) (Migué and Bélanger, 1974utdise private information for
rent-seeking. In order to do so, they could aveiit] or resist (voice) performance
measurement (Hirschman, 1970). Cf. also the cono#pence costrom agency theory
which is defined as attempts to reallocate andeptatents and quasi-rents within the
organisation (Milgrom and Roberts, 1992). Influegosts are assumed to rise with the
size of the organisation because relative more Ipesl compete for the bigger rents
in absolute size. Persistent non-legitimate slackone municipality or in one
governmental level, implies that other organisaiar citizens are without some
resources which they otherwise could have beertleghtto. Mueller (1989) found
evidence for government bureaucracies having highircosts than private firms when
they supplied measurable outputs (tons of garbathected). Mueller hypothesized that

level of slack will increase with bureaucracy saed complexity of the budget. Blais

73



Chapter 4: Hypotheses

and Dion (1991) found no evidence for Niskanen tigypotheses regarding slack-
optimising bureaucrats, but the effect of size maisinvestigated.

Hypothesis 2 is concerned with actions the burésarauld execute in order to
enhance slack if slack initially is low, alternaly actions to keep slack high in
circumstances where slack initially is high. Fostance, the agent could refuse to
undertake performance measurement in order to ebackigh or an illegitimate level
of slack. Alternatively, with low level of slackeéhagents could try to reveal information
in order to influence decisions such that the lefellack in the longer run increases. As
there are more bureaucrats in large organisatidis esould behave opportunistically
and facilitate asymmetric information, one coul@réfore assume that organisations
with more asymmetric information (large bureauaaghave relatively more slack than

other organisations (hypothesis 2).

Hypothesis 2: Organisations with relatively more asymmetric mfation have

relatively more slack.

The NPM literature has also addressed slack ag@araatory concept to explain the
doctrinal components of NPM. Hood (1991, 1995) psgu the motif-and-opportunity
proposition to explain the adoption of componentshe NPM in different countries.
That is, fiscal stress, meaning little slack, argbaernable public sector, in the meaning
that the societal ruling coalition is willing orlalto implement changes, both have to be
present for NPM to be used. If local governmenbrédfto legitimise increased slack do
not succeed, these municipalities may face the pofkemployees, bureaucrats,
inhabitants and firms voting with their feet by matng to other municipalities. Thus,
the employment of performance measurement in tmdlict of scarce resources by the

concept of slack is a relevant causal explanatdretmodeled (hypothesis 3).

Hypothesis 3: Organisations with relatively little slack use foemance

measurement to a larger extent than organisatighs@latively more slack.

An institutionalist model

In the conceptual model in figure 4 the contingepeyspective means that under some
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combinations of ambiguity and uncertainty, someiimiation systems are used more

than other structures.

Uncertainty

Uncertainty has once been defined as the differest®een the amount of information
required to perform a task and the amount of infdrom already possessed by the
organisation (Galbraith, 1973). The greater thé& tascertainty, the more information
must be processed during execution of the taskdgiven level of performance. Thus,
the amount of task uncertainty is a result of acsgetask and a specific organisation.
To this one may add that then organisational hystod power may impinge upon both
uncertainty and the execution of tasks. A probleith @albraith’s (1973) definition of
uncertainty is that organisations perform tasksspite of uncertainty and lack of
relevant information. Pfeffer and Salancik (1978Jimed uncertaintyas the degree to
which future states of the world cannot be antigdaand accurately predicted. It seems
as this definition is closer to the inherent megnmuncertainty as used by Thompson
(1967). | have therefore used the latter definibbancertainty in my study.

Otley (1980) concluded that of all the contingeatiables proposed, uncertainty in
particular stood out. (Uncertainty was also reférte as unpredictability, and non-
routineness.) Complexity and size were considersdinaportant because of the
uncertainty associated with them. Uncertainty is alternative explanation to
opportunism and slack-maximising in explaining fresence or absence of use of
performance measurement. High degree of complexityproduction can lead to
uncertainty regarding the output of the productibhere may exist several relations
between output uncertainty and performance measmemFirst, much output
uncertainty may give little information with de@si relevance from any PIs. This may
cause performance measurement to be cost ineffitterundertake and reduce the
likelihood of performance measurement of serviceth va high degree of output
uncertainty. This explanation has been the ‘congaat wisdom’ and also expressed in
public sector accounting and organisation theottbteoks.

Organisational complexity and uncertainty may beduis arguments which provide
contradictory explanations to the conventional wradon organisational use or non-use

of performance measurement. One argument is theg Emplex (small size)
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organisations may have easier flow of rich infororat(Daft and Lengel, 1990). Rich
information is complex information and is often yided by face-to-face contact, verbal
communication or direct observation. This givestlditdemand for formalised
management reporting systems which anyway encommpiassation of low richness. It
may not be feasible to collect large amounts df ndormation in large organisations.
Thus, information has to be condensed, analysedagiggdegated into numbers and
figures of low richness, especially for routinekasvhich also could be more prevalent
in larger organisations. Larger organisations mlag achieve more benefits from the
resources invested in performance measurement nsysteelative to smaller
organisations. This may make information with lashness as Pls redundant or cost
inefficient in small sized organisations.

A second argument may also be put forward. If therauch output uncertainty, this
may call for measurements just in order to reveaformation and enhance
organisational learning (Thompson, 1967; Pfeffed &alancik, 1978; Powell and
DiMaggio, 1983). However, hypothesis 4 is formutangruent with conventional
wisdom contingency theory, and not the classicatingency, resource dependence or

new institutionalism theories.

Hypothesis 4: Performance measurement is used less when theraois

uncertainty in the service production.

In organisation theory it is often assumed thatemnzbntingencies of uncertainty,
slack is favourable for organisational effectiveneSlack can grease operations, trigger
innovation, serve as stock of energy, and buffaire fluctuations and conflicts. In this
respect one may assume there is an optimal amdwtdak. Here | have for simplicity
assumed the basic proposition that relatively mareertainty leads to more

organisational slack (hypothesis 5).

Hypothesis 5:When there is more uncertainty in the service petidn there is

also relatively more organisational slack.

76



Chapter 4: Hypotheses

Ambiguity

Ambiguity refers to words, sentences or events with two areminterpretations
concurrently. It can also denote unclarity, compiexand paradoxes. Additionally it
should be noted that ambiguity is a subjectivelscewed situation (Weick, 1995). If
ambiguity refers to lack of clarity, it could berslar to uncertainty. However, the main
problem with ambiguity, and contrary to uncertajngythat more information does not
necessarily overcome the information (decisionpf@m.

In this study ambiguity has been restricted to plodétical processes in the local
government representative councils. In public ohéie conceppolitical competitions
used to denote rivalry among representatives odidates for seats or other political
resources. Baber (1983) discussed the differendeveba inter- and intraparty
competition and auditing in the public sector. Hguad that if political agents alone
can deal more credibly with interest groups in Idban in state governments, then the
benefits to political entrepreneurs of party aifin are relatively less in local
government. Thus, intraparty competition likely yslaa relatively greater role in
contracting and monitoring in local governmentsntha state government. With a
relatively high degree of political competition Wween representatives or candidates
within the same party, one may assume that thisaoause ambiguity. Thus, there could
be relatively more ambiguity in local governmentifpcs than in state or national
politics.

With a high degree of ambiguity on political goglsould be difficult to state what is
relevant to measure with Pls. It is assumed thabiguity increases with political
coalitions. Thus, political coalitions could dinmshi the use of performance
measurement because ambiguity is not reduced bg mfmrmation. This could reduce
the likelihood of using performance measuremertp@kng to contingency theory. In
the conventional wisdom then, more ambiguity impliess use of output control and
hence less use of performance measurement (hymo@)esn the new institutionalism,
more ambiguity induces symbolic use of control &ites according to the decoupling
proposition (Meyer and Rowan, 1977). In the mime&twnorphism proposition (Powell
and DiMaggio, 1983) however, more ambiguity leaml®nhhanced modelling activities
after perceived successful organisation. If sudaesmublic sector organisations are

conjectured with use of performance measuremeeh thore ambiguity furthers more
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use of performance measurement, and indetermihalésinotion is not the case. As
with the test of the contradicting explanationsyadnitoring advanced by public choice
versus agency theory, | do not know of empiricatdef the competing propositions of
decoupling versus mimetic isomorphism. However, the conventional wisdom
corresponds both to the 1980s version of contingeheory and to the decoupling
proposition, hypothesis 6 is formulated accordindhtese explanations rather than the

mimetic isomorphism propaosition.

Hypothesis 6: Performance measurement is used less when theraois

ambiguity than when there is less ambiguity.

A political model

Organisational, political power is assumed to besttuted by laws and regulations and
to be dependent upon political parties, interestigs, political and executive leadership

and management, and all sorts of coalitions.

Management competence

Several studies indicate that municipal leadersigy only have modest effect (Pfeffer
and Salancik, 1978). Changes of municipal leademhayors and chief administrative
officers, only explained a small part of the vadann total income and expenditure in
Canadian municipalities (Begadon and Agoécs, 199%jaracteristics of cities, local
government structure, and interest groups’ infleenbad far greater impact on
municipal income and expenditures than either sieomh historical changes or changes
in leadership. Nevertheless, a weakness with stugies could be that analyses of
broad budget allocations do not address the almfitpunicipal leadership to influence
allocation or distribution within the aggregate gatl Another critisism of such studies
is that budgets are concerned about input, whileagement and leadership may be
more concerned about output and outcome. The csincluegarding low municipal
leadership influence may therefore have been @alidrganisational budget decisions,
but not on performance. Leadership may have morgayoon management issues as

performance measurement, than on budgets, whieh tigoical responsibility of the
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representatives. Leadership variables have therdfeen omitted in this study. On the
other hand, a variable for management skills anchpsgence on formal control
structures have been included.

One may assume that performance measurement andormgn are demanding
regarding management skills and competence. Fadanos, in Lider's contingency
model of financial accounting innovations, staffafiications are categorised as a
component of implementation barriers (Chan, Jomes laider, 1996; Laughlin and
Pallot, 1998). Thus, management skills and compgetamne candidates for formulating
hypotheses. Furthermore, if there is low managencentpetence, the organisation
could try to balance this over time for instancanwesting in research and development
or participating in networks. Networks could take tform of formal or informal co-
operation with other governmental organisationsnsottants, business schools or
universities. Inter- and intra organisational inmpéntation structures or networks are
also common in industries and government. Orgdoisstwhere management has
access to or participates in performance measutemetworks, are likely to have
relatively more performance measurement. If sudtvorks are known in advance, they
could have been included as variables in the stGdyne examples of explanations
could be that in smaller organisations there igtr&ly less slack and less management
competence in performance measurement, and heecef gerformance measurement
are less than in bigger organisations. Howevethagolitical leadership is assumed to
seek control by employing skilled, competent angleonanagement, this may increase
management competence, but could also increaseeth@ for monitoring the agents

(Zimmerman, 1977).

Hypothesis 7: Performance measurement is used relatively momnwhere is

more management competence (power).

Political power

Political power and politics are subject to sevamgroaches of conceptualisation. NPM
has been adopted both in countries with conseevatiiberal rules as in the UK and
USA in the 1980s, as well as in countries whichallguare regarded as social

democratic or socialist as Norway and Sweden (H2865; Laughlin and Pallot, 1998).
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NPM has also been upheld in countries when the mmaglitical preferences have
shifted from conservative to liberal or to sociahtbcratic as in the UK and in the USA
in the 1990s. Sgrensen (1995) studied spendingrerefes of elected local government
politicians in Norway and argued that political {pge8 were particularly relevant as they
are the basis for the electorate choice. He fobatifarty affiliation had an impact upon
the demand pattern in the Norwegian local goverrnnfaberge and Langgrgen (1997)
found that the municipal party concentration, meaguwith the Herfindahl-index,
correlated with the marginal propensity to savend#e they concluded that a strong
political leadership had the opportunity to regiggssure for spending increases. Thus,
political power seems to be a relevant concept hatbed by theoretical and practical
considerations.

Information on cost efficiency, allocative efficnand equity from performance
measurement may be used to alter budgets bothnteroas well as in size. From
public choice it is known that leftist representasi usually prefer to expand public
activities while rightist representatives preferramluce or hold activities (Sgrensen,
1995). Left-wing parties were the Socialist Lefttiy@and the Labor Party. Leftist parties
could oppose performance measurement, becausanfibismation may be used to re-
allocate resources from the public sector to theapr sector. But, leftist politicians
could also use performance measurement to arguedaased resources and taxes in
the longer run (optimise output to a given levelrgfut). Rightist politicians could use
performance measurement in order to reduce sladkha&mce reduce public sector
resources and tax burden in the longer run (mirrbigdget to a given output). Thus,
both rightist and leftist politicians are expectieduse performance measurement in
order to enhance cost efficiency, allocative edinmy and equity according to their
political preferences. How political preferences ud impinge upon performance
measurement on the organisational level, has hitheot been addressed. There is
therefore no theoretical justification regardingy adirectional effect of political
preferences on use of organisational control sirest Thus, the relationship between

political preferences and organisational contrabibe investigated empirically.

Interest groups

Power to influence coalitions and hence decisisresssumed to stem from relative size
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of the interest groups. It is therefore assumedt dhganisations will be influenced by
their most powerful interest groups in order to ymformance measurement in
accordance with the preferences of the interestipgioSgrensen and Hagen (1995)
found that local government representatives (agegeserally were responsive to the
demands of the local residents (principals). Th#onal party politics seemed to have
had little impact on the local adjustment proces$ass, in studies of local government
politics one may, to simplify the issue, rule aufluence from national party politics. A
large share of local government employees of tht@ tmumber of voters may on the
other hand have influence on the representativefengnces and thus on organisational
decisions and actions. Most Norwegian governmemqi@yees preferred a higher public
spending level than did other citizens (Sgrens@&95)L Furthermore, public sector
professionals demanded greater quantities of tbain services. Relative power
between politicians and public sector employees e impinge on the use of
performance measurement. | assume that the beftemied the politicians are, the less
power the interest groups will have. The more pother bureaucrats’ interest groups
have, the less the political power of the sponsassumed that there are no coalitions
between the political parties and the public seetoployees.

While budget allocations may attract considerailention both from internal and
external interest groups, one knows little or noghempirically of how organisational
control models attract interest group attentiorprdblem in the analysis is on the one
hand, if interest groups are present, to state thay have sought to influence
organisational decisions. On the other hand, istegroup may put considerable
pressure both on politicians and on management.ederyvinterest group activities may
not always succeed. On the contrary, such actviieay also trigger enhanced
managerial and political efforts in performance sugament to suppress the power of
internal interest groups in political institutiorkdowever, hypothesis 8 is formlated with
the assumption that more internal interest groupvepo affects performance

measurement negatively.

Hypothesis 8:Performance measurement is used relatively lesnwimne public

sector employees are more powerful.

Sgrensen (1995) also found that members of thistlefirties tended to have relatively
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more representatives with a public sector employrbackground. Thus, there may be
an interaction effect between leftist political pgwand public sector employee interest
group power. As representatives’ political prefees and the over-representation
(adverse selection) of public sector employees gntbe left-wing parties have not

been previously studied in relation to use of fdrewntrol models in organisations, a

model with interaction terms may be included in eérogl studies.

Hypothesis 9: Performance measurement is used less when thereslatively
more leftist representatives and at the same tielatively more powerful

municipal employee interest groups.

Resource dependence

Municipal dependence on local taxpayemsuld be a motivating force for disclosing
information as performance measurement in annymdrt& Although there are many
information strategies open to a local governmehickv want to legitimise efficiency
and avoid Tiebout mobility out of the municipalityse of annual reports and media may
be relevant. Local government dependence on lacglalyers is assumed to correlate

with relatively much use of performance measuremEnhypothesis 10.

Hypothesis 10:Performance measurement is used relatively mosnwlere is a

high dependence on local taxpayers.

DISCUSSION

A model should be judged on the three criteriaatht beauty and justice, where justice

is a model’'s ability to contribute to making a kettvorld (Lave and March, 1975).

These criteria are to be pursued, but they ar@sekthieved.

Truth

Truth has to do with a model’s ability to be testedl to reveal empirical support of the
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hypotheses. The model in figure 4 is testable énsibnse that significant correlations in
the expected directions between variables measuhagexplanatory concepts, and
between these variables and the studied phenonwganisational use of performance
measurement, would corroborate or falsify hypothederived from the propositions.
Furthermore, it is better to compare alternativelel® rather than to accept or reject a
single model (Lave and March, 1975). Regarding demand for testing alternative
models instead of one single model, the conceptuadlel depicted in figure 4 is
comprised of three models. The criteria of testialjernative models can be
accomplished by empirical tests of hypotheses ddrifrom all the three alternative
models simultaneously. In addition, the instrumentadel, the institutional model, and
the political model may be judged and comparedht dymbolic perspective in new

institutionalism as an alternative explanation.

Beauty

Beauty is characterised by simplicity, fertilityydasurprise. These three dimensions will

be briefly discussed below.

Simplicity

The model in figure 4 have only concepts includddciv were discussed as explaining
organisational use of performance measurementdnitérature review in chapter 3.
Concepts explaining the implementation phase ofopmance measurement systems
have not been included in the conceptual model.

Some frameworks explaining organisational structiaed use of information have
already been proposed, as Luder's contingency motlghublic sector accounting
innovation and Hood’s (1995) opportunity-and-motiggplanation for NPM. Such
frameworks may also take culture and social andigall structures into consideration.
Hood’s motive-and-opportunity propositions could/daultural assumptions regarding
opportunity with implications for slack. Hofsted&984) definedculture as collective
programming of the mind. Hofstede (1984) studielfuce in a multinational company
in 40 countries and his analysis revealed 11 nalionltural clusters based on the four

main dimensions labelled ‘power distance’, ‘undetiaavoidance’, ‘individualism’ and
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‘masculinity’. Finland, the Netherlands, Norway, &ken and Denmark comprised for
instance one such cluster (a North-European grognuth-Africa, Germany,
Switzerland and Italy was another group. New Zahldreland, UK, Canada, Australia
and USA belonged to a third cluster (an Anglo-Am@&ni group). An objection with
regard to comprehensivness in the proposed coraleptdel in figure 4, could be that
cultural and societal structures have not beeni@iplmodeled. On the other side,
judged by parsimony, one could argue that suctofaatould be explanatory concepts
both with regard to size, slack, uncertainty, amltyg and power. However, for
simplicity of the model these exogenous variabgemot been included.

Hofstede (1984) concluded his study of culture tayisg that in the past 30 years
there had been too much reliance on American-madeagement and theories for
countries in which neither the societal conditioes the mental programming of the
population were similar to those in the United &atHe argued that there was a lack of
locally valid theories of management and orgarosain which the universally, the
globally imposed, and the culturally specific eletsewere recognised. Thus, both the
perceived and accepted level of uncertainty andiguitly, and power in figure 4 could
be dependent on culture both on a national level,adso on an organisational level.

In spite of the conceptual model's parsimony, tleaceptual model in figure 4
nevertheless is comprehensive regarding poteniatapts’ relevance, as reviewed in
chapter 3, for explaining use of performance measant. The call for a theoretical
foundation in public choice, agency theory and oiggtional learning (Jackson, 1990),
and the importance of decision relevance (Maysi®85), proliferation and running
down (Meyer and Gupta, 1994), have been incorpdralie new institutionalism,
decoupling has often been over-emphasised (Cargyth®95), and power-issues has
often been treated too lightly (DiMaggio and Pow&891). Instead of using decoupling
from the symbolic perspective as explanatory meishaonly, both the classical as well
as conventional wisdom contingency theories hawn lemployed. The often omitted
power issue in both public choice and new insbigilism has been accounted for by
including a distinct model of power.

The comprehensiveness of the conceptual modebpalses some potential problems.
The concepts are selected from perspectives whashhave different levels of analysis.
Public choice and agency theory have assumptiongheat individual level but

nevertheless study group or organisational outcor@#sictural contingency theory is
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aimed at the organisational level. The resourcei@gnce perspective is related to both
intra- as well as interorganisational dependenclé® new institutionalism is often
more concerned about organisational fields thah ggiecific organisations. There may
also be overlap of the models as power could haen lmodeled explicitly in all the
three perspectives of instrumentalism, institutisma and politics. The separation of
power into one model on the other hand makes casgyer of different models more
feasible later on at an empirical stage. This mihaace the possibility of selecting only
concepts and models with empirical support andiels snhance truth and parsimony.
The conceptual model in figure 4 has several litiies. First, temporal effects are
not modelled. However, in empirical studies the gladay be employed with lagged
variables. For instance, slack in period t — 1 ddag hypothesised to influence use of
Pls in period t. One may also imagine that antieiggperformance measurement in
period t may influence slack in period t — 1, agnsdrom periode t — 1. Thus,
simultaneity may be present. Second, the modélligerly simplified. Many control
variables as national culture and governmentallatigns are omitted. Third, only use
of performance measurement as dependent upon é#ithdyureaucrats or the political
representatives as organisational constituencies,ndeled. Direct influence from

voters or media are not modelled.

Fertility

The fertility aspect is upheld by generality; makmouns and verbs general. Generality
is pursued by the choice of general concepts inntbdel. The generality makes the
model relevant for several theoretical perspectagpublic choice and agency theory,
structural contingency theory, and new institutiema. The generality also makes the
model fertile for empirical research. Studies mayekecuted by a variety of methods as
by panel data design, cross-sectional studies grdde studies. Data may be collected
from many potential sources and by different tegag)as interviews, observations,
surveys, and content analysis. Variables may spam inicro level individual data
regarding representatives’ political preferencesoiganisational meso level variables
regarding services’ output uncertainty and goal igmty, to organisational macro level
variables as size, budget complexity and slacksTthe hypotheses are general enough

to be utilised in a number of different researchtegies with respect to design and data
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in later empirical stages. The conceptual modelicahis respect also serve in different

context as in central and local government, ardifferent nations and cultures.

Surprise

A surprising model is an unpredictable model. Thanyntentative relations in the
model(s) imply a large stock of potential surpriseexplaning organisational use of
information and addressing conventional wisdom.afisexample, one may think of
high degree of ambiguity and asymmetry as veryike foster opportunism, but that
strong bureaucratic norms of accountability, tramepcy and righteousness nurtured by
altruistic organisational, or national culturesueel such organisational behaviour. The
conceptual model may also provide surprises in gogbitests of conventional wisdom
both in management practice and in accounting yhqwslitical science and in new

institutionalism, as discussed in chapter one.

Justice

The conceptual model may have several implicatfiongheory and practice which in
the longer run tentatively may be beneficial. Fiminy reforms have been studied in
the political science or sociologist new instita@tism tradition and recorded as
hypocrisy (Brunsson, 1989), as implementation fesy and as mere fashions,
ceremonies and myths without altering organisatigmactice (Brunsson and Olsen,
1993), or again as complex and paradoxical pattédison, Guthrie and Humphrey,
1998). The conceptual model developed in this stmlgy give an enhanced
understanding of the underlying causal instrumeiatitutional and political dynamics
present in such reforms and their contributiongh®oobserved organisational practices
and paradoxes.

Second, Luder's contingency model has conceptwhliigancial accounting
innovation at the national level. Hood’s hypothedesve conceptualised core
explanations regarding NPM at the national levehe Tmodel in figure 4 has
conceptualised use of non-financial control systattfie organisational level. It fills in
a gap where conceptualising the use of non-findlcganisational control systems has

been missing.
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The proposed conceptual model in this study hagrakwvmplications for future
research and some recommended research problemddressed. First, as performance
measurement has been described as one doctringbooemt of the reinventing
government movement and NPM, this model may camilwith factual knowledge
about use of organisational control structures exfopmance measurement. Empirical
tests of the proposed model or elements of it, prayide enhanced knowledge of how,
where and why performance measurement is usedifc@ector.

Second, the model may be used to test hypothesesaged from public choice,
agency theory, contingency theory and the newtutginalism simultaneously. This is
warranted as much research on public managementlsm@hd reforms has been
studied descriptively in mainly a few perspectivesmmonly structural contingency
theory and/or the new institutionalism, without quately testing alternative
explanations from competing models, say budget migation or opportunism as main

explanations put forward in public choice and ageheory respectively, or politics.

SUMMARY

The main result of this chapter is a conceptuatisabf the use of performance
measurement in political institutions in a simpledal with testable hypotheses. The
hypotheses can also be classified into distinct eteodrom different theoretical

perspectives. These models may then be comparadsagach other. As such this
conceptual model is a contribution following gemerdvises in building models in the
social sciences of comparing alternative explayatoodels, and following the advise
from Meyer and Gupta (1994) regarding comparingesvmodels in trying to explain

organisational use of performance measurement. ribdel encompasses not only
potential opportunistic, budget-maximising or reeeking behaviour from the bureau,
but also potential ‘shirking’ from the sponsors byt demanding performance
measurement (assuming a certain level of performameasurement should be
warranted), which is discussed in public choice which has often been missing in
agency theory. Furthermore, the model also coneépts some political aspects which

often have been missing and therefore have betddal in the new institutionalism.
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5 Method

The purpose of this chapter is to explain the netihwave used. This chapter is divided
into six sections following this brief introductioResearch design, Content analysis and
the dependent variable, Independent variables, DCatalysis, Limitations and
delimitations, and Summary. In the next sectiorsdech design, | elaborate on why |
have chosen a planned variation, correlationalgesand why | chose a population
study of the Norwegian municipal setting. In thems® section, | explain why and how
| used content analysis to collect data for theeddpnt variable. In the third section |
document the measurement and data collection ofintiependent variables. In the
fourth section, | address the selection of modiffegression analysis as estimation
method for the models. | have included a briefuston on the limited applicability of
significance tests in population studies. The fé#ction states some limitations and
delimitations of my study. (Delimitations are limtitons on my study | have deliberately

imposed.) The sixth and last section provides ansairy of the method.

RESEARCH DESIGN

The overall aim of this study has been to explbee limits of certain theories on the
economics of organisation in explaining public sechanagement. Research designs in
the social sciences are commonly divided into titee groups of exploratory designs,
guasi-experiments, and correlational designs. Tieertes’ concepts, relationships and
domain of explanation have been relatively cleatated in chapter 4. This excludes an
exploratory study. Furthermore, as contingency rheoften involves several

independent variables, and testable hypotheses &aunceptual model already are
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available, a research design with a relative langmaber of cases instead of case studies,
could be employed in order to enhance the interahdlity. | have therefore chosen a
correlational research design, also called a csesseonal study, in this project. A
correlational design means that the relations betwsome independent variables and
dependent variables are measured. However, thigrdéses not establish causality.
Both the time order of the variables and the rulng of the alternative explanations
have to be established by theoretical and logicalsiclerations (Frankfort-Nachmias
and Nachmias, 1992).

Setting

| have already chosen local government as contxtnfy study of organisational
control in political institutions. Local governmelpbdth has substantial macro economic
impact and provides core services in the welfaagestHowever, it is difficult to draw
the boundaries between local government and ottgamésations, both over time and
between countries. Local government in Scandinagems to be suited as setting for
testing agency theory derived hypotheses becausemiimicipalities are organized
explicitly in terms of principal-agent relationskifOlson, 1990). The setting which has
been selected for the empirical study was the nipedidcocal government in Norway.
The municipal sector is assumed to have a relatiaegdh degree of ambiguity and
services which often are associated with high Eweéluncertainty. Local government as
setting also provided a high degree of control ‘totternal variables’, as the local
government has relatively comparable institutiodswever, it should be noted that
Norway is a small country and the European cousthave different governmental
institutions compared to the complexity for instaraf the US public sector (Olson,
Guthrie and Humphrey, 1998).

The governmental sector is often organized in thi@erarchical levels. The
Norwegian government is also divided into three elsv local authorities
(municipalities) regional authorities (countiespdathe central government. Central
control over the local government may be classiiied four categories: Entitlement of
citizens’ legal rights to services, restrictions omnganisation by legislation and
regulation, minimum standards, and approval of ketglgnd loans. Norwegian local

government is more coercive and centrally contdollean other Scandinavian countries
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(Baldersheim and Stahlberg, 1994). However, thewdgian local government seems to
be highly suited as setting for studies of the ageheory, public choice, contingency

theory and institutionalism hypotheses.

Population

On the onset it should be noted that the resuts fihis study are not designed to be of
empirical generalisability to local government imWay or in other specific countries

in general. The purpose of this study has rathenlke study some theories in an
empirical setting and eventually generalise theltedo a conceptual level. Financial

disclosure has been mandatory in Norwegian locaegonent since the 1920s and is
now regulated by the Municipal Act of 1993. Howewugse or disclosure of Pls have not
been mandatory in Norway, albeit certain plans wieeloped in the mid 1990s for

mandatory disclosure of municipal Pls from 2001 and/ards. On the other hand, the
central government and Statistics Norway colleatgd amounts of local government
statistics which to some extent also could be asef@ls.

The Norwegian local government was in 1996 comgrizie435 municipalities and
18 regional municipalities (counties). It is comryodaimed that the intermediate level
of government, the counties, is subject to moreresive central control than is the
lower, municipal level (Sgrensen, 1997). One maydfore assume that the municipals
have more discretion and therefore are better dwitepirically as population for this
study, than the counties are. In addition, the Ngjian local government has far more
municipalities than counties, something which may Utilised in order to have
sufficient number of cases for a multivariate asisly

To achieve sufficient variation in the independeatiables, a planned variation
design has been employed. Specifically, due tofdbe that the large majority of the
Norwegian municipalities are of rather small siak,the larger municipalities (the 39
municipalities with 20,000 inhabitants or more B96, the capital Oslo excluded), have
been included in the population. The remaining mipalities were selected from
Southern part of Norway only in order to reducdiinBonal and structural variability
compared to including municipalities from Northédorway as well. Furthermore, to
reduce the number of units from the maximum level485 municipalities to a

manageable number of cases for the content analgtascollection, only municipalities
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from seven of the 18 counties were selected, Ttepwsse procedure resulted in a
theoretically defined population of 176 municipakt including the 39 large
municipalities, from all the five main regions obivay. Of the 176 municipalities, 11
did not respond, and three municipalities did ndiligh any annual report in 1996. All
the 11 municipalities which did not respond, hassl¢han 20,000 inhabitants. The
usable population was then 162 annual reportsldgd this to be an acceptable number

of cases for undertaking a multivariate analysis.

CONTENT ANALYSIS AND THE DEPENDENT VARIABLE

The context of potential strategic and symbolic nfaenformation means that both
validity and reliability could be difficult to ackve by using questionnaires or
interviews. Thus, one may have assumed a potethtraat of strategic answers if
obtrusive measures should have been used. Thedcfll use of multi methods and
multi traits (triangulation), or use of unobtrusiveeasures (Webb, Campbell and
Schwartz, 1966). In this study the data on the xéget variable has been collected
with unobtrusive measures by content analysis. ifidependent variables have been
collected as secondary data.

Content analysi®ias been defined as a research method that sstohprocedures
to make valid inferences from a text (Weber, 19@¥ntent analyses classifies textual
material by reducing it to more relevant, managedtts of data. Content analytic
procedures operate directly on text or transcigbisuman communications. Control in
organisations is closely tied to communication exfidrmation. Compared to techniques
such as interviews or observation, content analys&ls unobtrusive measures in
which the sender or the receiver of the messagmasvare that it is being analyzed.
This was assessed as enhancing the validity induidy relative to using surveys,
interviews or observations. However, there is noglsi right way of doing content

analysis, and the method is both difficult and tioo@suming if it is to be done well.

Municipal annual reports

Data collection on the dependent variable was padd by content analysis of texts in
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municipal annual reports. Municipal annual repdrése been extensively studied by
content analysis in the empirical performance mesgmsant literature, cf. table 2. Also
financial annual reporting in the new institutiosal perspective (Mezias, 1990) and
governmental accounting disclosure in a public ohgerspective (Giroux, 1989) have
been studied. There were several arguments forsalgpdhe annual report as object for
study. First, annual reporting represents a redgtivoutine, and maybe also an
important, behaviour in large bureaucratic orgaimosa. Second, the reporting process
involves many of the organisational stakeholdersclusing management,
representatives, employees, the accounting professuppliers, and regulatory bodies.
The processes cover phenomena both at the indlyiduganisational and inter-
organisational level. Third, the data are publid ancessible, and regarding much of the
information conveyed, probably also fairly reliabf@urth, by using annual reports it is
possible to test reliability. Fifth, by using arehl data the data sources are not affected
by the measurement and data collection processesowdd have been present in
observations, interviews, or in surveys. Thus, mrigrmation obtained from archival
records could still have been used symbolically strategically, but not as a
consequence of the measurements of my study.

A priori I assumed that there is a close resemblance betwiemation revealed in
the annual reports for municipalities and inforroatiused in the municipalities’
management control, and closer resemblance betstedninformation in public sector,
non-profit organisations than in firms. Public s&cannual reports commonly report
statistics, metrics and judgements on many issaesmly for the representatives as the
primary principal, but for many constituencies amsthkeholders. Since much
decisionmaking in public sector is not based ongw; such information may assist the
different stakeholders in their influence actigtim order to affect resource allocation,
assuming that the representatives make the finakidas in order to optimise social
welfare under bounded rationality. Thus, publicteeannual reports may be less clear-
cut external reporting only relative to annual mpg in firms. There is also some
support in the literature in order to state thdbrmation systems generally affect
management control (Swieringa and Weick, 1987).sThuassume that public sector
annual reports are relevant as data source for geament control information in that
context. A counter argument is that informationcdlected and used for external

symbolic purposes and is loosely coupled to inteonganisational control. However,
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this assertion is questionable and may furthermatge be fully compatible with use of
information also for internal, instrumental purpeg®onaldson, 1995; Stinchcombe,
1997). The question if annual reports resemble datd for management control
remains however an empirical question.

Municipal annual reports have been said to be aoviation in Norway in 1984. |
am, however, aware of the fact that an annual tefpom a municipal hospital did
already exist for the fiscal year 1949-50. Furthmemaverage costs, capacity utilisation
and numerous statistics were documented in thisrrgput no financial statements).
However, in this thesis it has been assumed th&nsive use of municipal annual
reports readily available for study, has not beesent before the 1980s. In 1989 260 or
56% of all Norwegian municipalities published annteports (Mellemvik and Olson,
1996). It is also likely that the number of munalipes using performance
measurement is less than the number of annualtseg@ne also has to consider the
time span since Pls were begun implemented in Ngiamdocal government in the mid
1980s. In 1996 it was over 10 years since innomatth municipal annual reporting
was reported started and major research and deweldp projects of municipal
performance measurement were mounted (Johnsen).108Bection of 1996 annual
reports may therefore have provided relevant datgperformance measurement as a

dependent variable, and also variability in theeehdent variables.

Classifications and frequencies

A central idea in content analysis is that the maoyds of the text are classified into
much fewer content categories. To make valid imfees from the text, it is important
that the classification procedure be reliable i@ sense that it is consistent: Different
people should code the same text in the same wdgr{gubjectivity). However,
organisational control as research topic is intscidlinary. Evidently, this criterion is
difficult to fully satisfy. As inter-subjective agement only exists for the most obvious
aspects of communication, or only for a few peadplat happen to share the same
cultural and sociopolitical perspective, shared mmegs are not a presupposition for
content analysis. Furthermore, Krippendorff (19&8@ued that since high reliability is a
requirement for high validity but does not assurestandards for validity are clearly

more powerful and hence preferable to standardsliability. A variable is valid to the

93



Chapter 5: Method

extent that it measures or represents what thesiigator intends it to measure.
Therefore, it has been laid much emphasis on matkiagvariables valid, making the
data reproducible, and enhancing reliability by ngsian additive index. The
measurement has been discussed in detail in theumsgaent sections.

To enhance validity and reliability, general guides regarding data collection for
content analysis have been followed (Krippendd¥80; Weber, 1990). First, based on
theory and the literature review, categories wezBndd and a registration form was
developed into a research instrument. A guide défmnitions of all categories used was
written as a supplement to the registration forrhe Tnstrument for the dependent
variable was furthermore tested by the author pl@t study encompassing all the 18
Norwegian counties with satisfactory results. Deddlection for the main study has
been carried out by me and 13 graduate studentsnariagement and public
administration, but with the author conducting thek of the work. The data collection
phase for the municipal data began with the autinsir coding one municipal report.
Several measures where then taken in order to eahiha intercoder reliability. A copy
of this annual report together with a copy of thgpeyed registration form used for this
first annual report, and the guide encompassingaddigories with definitions, were then
provided to all the participants in the data cdlet All coders were furthermore
briefed before the data collection, and all codeoslld reach me during the data
collecting stage in order to clarify upcoming issue

The dependent variable, performance measurememipriged frequency counts of
both Pls and verbal conclusions on performance. Mieasurement of PIs was an
extension of previous used approaches as repantguhriallel studies (Pollitt, 1986;
Smith, 1988; Boyne and Law, 1991; Palmer, 1993;ehbeekke, 1995; Hyndman and
Anderson, 1995; Alford and Baird, 1997; Boyne, 199@hnsen, 1999). The seven
categories of Pls were capacity utilization, pargpaoductivity ratios, indexes of
standard or quality, average costs, distributidiosafinance ratio (full cost ratios), and
coverage of needs ratios.

Preceeding approches to empirical studies of padaoce measurement have only
counted Pls. However, | have also measured tertezles as sentences and paragraphs
in addition to ratios and numbers. Ouchi (1977)testathat the literature on
organisations had not clearly distinguished contanld structure from each other.

Structure was explained as vertical and horizontal diffeegitn, centralization and
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formalization. Control was defined as a process where behaviour and tsugre
measured, monitored and evaluated, preconditionedattors which influence the
reliability and validity of such comparisons, argddistinct from structure. However,
other authors (Meyer and Rowan, 1977; Pfeffer amldrigik, 1978; Pfeffer, 1997) did
not distinguish structures from processes in oggdianal control. For instance, it could
be misleading to separate performance measuremenstructure and process because
monitoring through evaluation, feedback and negjotia based on Pls (process) may be
as substantial for organisational control as tmmé&b act of reporting and disclosing Pls
(structure) in itself. Practical consideration metgag limitation of space in the annual
reports may enhance the use of verbal summary usinols rather than presenting
numerous and proliferating Pls only, which nevddbe changes over time due to the
running down process of Pls. In this study, perfomoe measurement was therefore
measured as an additive index comprising both time ef frequencies of the seven
categories of quantitative Pls, and the sum fregesnof Kleven's (1993) four
categories of verbal conclusions regarding perfoggain municipal annual reports:
Policy statements, conclusions regarding need$&ans, and neutral statements. The
concurrent use of categories both for Pls and Verbaclusions in a performance
measurement index has not been formerly employéeeiempirical literature.

In accordance with the research practice on pu@elator performance measurement,
only information outside the financial statementsrevanalyzed. Albeit models as
accrual accounting may be fully feasible for meeguifinancial accountability and
inter-temporal transfers of financial wealth, theeuof such control models for
measuring performance regarding effectiveness im-profit organisations do
nevertheless not make much sense (Simon, 1947/¥98hpny, 1989). In many for-
profit organisations accounting models may servid fianctions of accountability and
performance measurement reasonably well and edlgemmdivisional and aggregate
organisational levels. Non-profit organisations,tba other hand, have to rely on non-
financial performance measurement in order to lhe mbmake any qualified judgments
about output and performance, if input controlesyliclan control and political control
are to be supplemented.

The sum of frequencies (category counts) of the afséhe seven categories of
guantitative Pls and the four categories of vedmaiclusions comprised an additive

performance measurement index, cf. figure 5.ikdexis a composite measure of two
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or more items as indicators. Indexes differ fromales by less rigour in their
construction. Indexes may be constructed by mecanaglation of scores, and do not
require the underlying principle of uni-dimensiathyabnd such rigorous test of validity
and reliability as most scales do (Frankfort-Naasrand Nachmias, 1992). Thus, only
scales which depend on one or more latent variadnlesto be tested with reliability
coefficients from the classical test theory. Twonoore cause indicators of a latent
variable may not need to correlate. They can haxera or even an inverse association
(Bollen, 1989). Variables which cause a latentalale are not covered by classical test
theory and popular reliability coefficients as (panh’s alpha are in such cases not
valid. However, also indexes, for instance basedaient analysis data, are subject to
issues regarding reliability and validity (Webe®9D). The PI sub-index in itself may be
conceived as a cause indicator where the sum cofietach specific, defined Pl forms
the Pl sub-index. However, the performance measemeimdex only utilises the sum
score of the PlIs, together with the sum scoreseabal conclusions. | have therefore
assumed that my performance measurement index effest type indicator where the
two items of PIs and verbal conclusions reflect teentral dimensions of the

phenomenon of interest: measurement and evaluatspsgctively.

MBO
Performancg Verba}
indicator conclusion
subindex subindex
v
PI11||PI12||PI3||PI4||PI5|[PIE||PI7 \VCIVC3 VC3 VC4 o1

Figure 5. A tree model of the performance measurement iageixthe MBO measure

In the beginning of the data analysis, two of thestrinfluential observations were

found to have been registered early in the dateeaan phase, which had extended
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over a period of one and a half years. An influEntbservation has a disproportional
influence on one or more aspects of the regressiiimates and may encompass
extreme values, leverage points and outliers (Haiderson, Tatham and Black, 1992).
The two annual reports were then recoded to teéstté@mporal stability and accuracy.
Stability is the extent to which the results of content sifation are invariant over
time. Accuracyis the extent to which the classification of tlexttcorresponds to a
standard or norm and is the strongest form of lvéiig in content analysis (Weber,
1990). The annual report which had the highestesaoithe first coding, got 3% less
frequencies in the recoding. The annual report kwviiad the lowest score in the first
round, got 12% more frequencies in the second rdteua in the first round. Only a few
frequencies in both annual reports were reclassiiido another subcategory in the
recoding. This was found to be satisfactory botlthwiespect to stability and to
accuracy.

The measurement of control models also includedagement by objectives and
self-control (MBO). Drucker (1954, 1976) assertbdttthe three pillars of MBO were
formulation of objectives, employee participati@nd evaluation of results. Rodgers
and Hunter (1992) asserted that MBO consisted adl geetting, participative
management, and objective feedback. Thus, MBO amfbpopnance measurement are
not identical as performance measurement doesauatssarily rely on formulations of
goals or extensive employee participation (JohnsE®99). Moreover, objective
feedback in MBO is not necessarily provided by &islusively. Rodgers and Hunter
(1992) provided a meta-analysis of 30 studies ofOMB the public sector and
concluded that MBO had a positive impact on proditgtin all the public sector
agencies studies. At present no such study exisisefformance measurement. MBO is
in my study measured as frequency counts of judg&sran achievements of objectives,
cf. figure 5. Thus, only one of the three composerit MBO was measured by this
index. The inclusion of MBO in the study was doagtovide a multi-trait approach in
measuring public sector organisational controlsTdiso provided a means for checking
the construct validity the performance measurenmeéex. Construct validitymeans
that a measure is correlated with other measurdsecdame construct and uncorrelated
with measures of dissimilar constructs.

The Cronbach’s alpha reliability measure for thefggenance measurement index

was .54 with Pls and verbal conclusions includedvas items. A Cronbach’s alpha
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reliability measure equal to or above .70 is judged ‘good’ reliability and values of
.50 as minimum level of acceptable reliability (Hat al., 1992). Thus, it could be
assumed that the reliability of the performance sueament index was satisfactory. The
index would have declined to .40 if the judgemesftachievement of objectives item
was included in the index, supporting the notiop@fformance measurement and MBO
as two distinct models. Thus, the index seems tedresitive enough to distinguish

between the phenomena of interest (Krippendor0).9

Normality and transformations

Content analysis data are unlikely to be eithevanmmdte or multivariate normal as many
data analysis techniques, including regression, emak assumption for proper use.
However, additional research is needed to assesthwmhthe robustness of such
statistical methods really compensates for theadiewvis of most content analysis data
from the Gaussian normal distribution (Weber, 19%i)ch research is far beyond the
scope and limits of this thesis. However, as fait dsms been foreseen, the issues of
normality and statistical assumptions have beenlt degh in accordance to
considerations of the concepts and mechanisms @ftlieories involved, and in
accordance to a theoretical consideration of acbemintent analytic problem of how
frequencies are to be measured.

In quantitative content analysis one basically amsithat the more a text contains of
a particular category, say by counting its frequesicthe more the text is concerned
with this issue. However, it could be reasoned thatinitial mention of a theme or
issue requires more effort or energy than a suneesse. Economically this relates for
instance to monitoring systems, measurement competend routines which could be
regarded as requiring an initial organisational cepe investment. The investment
required to make the initial measurements and raong, and the benefits obtained by
it, may be substantial, but the proceeding perfogeaneasurement may have a positive
but decreasing marginal value. If initial efforesquire more energy than proceeding
efforts, then it may be valid to put heavier weightthe first frequencies, or discounting
the latter frequencies. This may also be achiewettdnsforming the variables, say by
taking the square root of the number of frequenckes with the issue of content

analysis data, normality and using certain datdyaisamethods, also this measurement
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issue is at present underresearched (Weber, 18R@@)ever, this issue seems to be
relevant for performance measurement, and will oghér addressed in conjunction

with the linearity assumption of regression.

INDEPENDENT VARIABLES

The independent variables were chosen in ordepéoationalise the concepts employed

in the hypotheses developed in chapter 4.

Asymmetric information

On the basis of public choice and agency theorg, miay assume that the degree of
asymmetric information is dependent upon size. l@sé¢ reasons, manyear municipal
employees (bureaucracy size) has been used astimdior asymmetric information.
Secondary data statistics on municipal manyeareadily available, but not data on
municipal managers with separate and identifiableggets, as Niskanen (1971) defined
as bureaucrats. Therefore, in this study bureaycsaze and hence asymmetric
information has been measured with the variable iopad manyear, with data for
municipal employee manyears in 1996. Gordon andtlf5i992) have developed a
measurement instrumemt for studying the effectsasymmetric information and
postauditing capital investments on firm perfornmainta study of management control
systems design. Asymmetric information was measasedn index comprised of firms
size, diversification of product lines, degree ampany internationalisation, and
variation in the firm’s earnings. Both company mtgionalisation and variation in
firms’ earnings are irrelevant for local governngenDiversification of services is
relatively less relevant in Norwegian local goveemnas most municipalities produce
the same services albeit they are free to prodengces which are not prohibited by
law (‘negative restriction’). Thus, the use of a@esivariable to measure asymmetric
information is corroborated by practice in the emepl, organisational control

literature.

99



Chapter 5: Method

Slack

Some studies have used experns@scapitaas a proxy for municipal productivity. A
proxy variableis a variable assumed to be correlated with theeeot of interest (the
latent variable) that is used to measure the cdnelen it can not be measured directly
(Berry, 1993). Bollen (1989) remarks that such oles@ variables have a variety of
names as manifest variables, measures, indicatodsproxies. Using proxies may cause
two problems of measurement. A proxy variable mayehmeasurement errors in
measuring the true score of the proxy. Furthernmtbreproxy may reflect the concept of
interest imperfectly. This can have implications émpirical analysis. In for instance
multiple regression, such measurement errors steguinom using proxies may not
only affect the variables with errors, also theresgion coefficients without errors may
be affected. As there are severe measurement pishigth expenceger capitaas
productivity indicator, the data on free disposamlenicipal income have been judged
as the most conceptual valid slack indicator. lis ttudy organisational slack has
therefore been measured with free disposable npalicicome variable as an indicator.
The free disposable municipal income variable hexsemtly been developed by
Langegrgen and Aaberge (1998) in Statistics Norwaglypas a response to common
claims that local government statistics have bddove validity and reliability. The free
disposable municipal income variable was estimataded on detailed municipal
accounts and community characteristics for 426 pipalities in 1993. Documentation
of the microeconometric model used to estimatefrine disposable municipal income
and the mandatory municipal expenses, are givefaiverge and Langgrgen (1997).
Free disposable municipal incomeas defined as income in excess of what is
mandatory expenses according to laws and norms diyehe Norwegian parliament,
Stortingef and the Norwegian government. Thestricted municipal expenseasere
estimated as heterogeneous ‘minimum productionrébipg) costs’ disaggregated on
different municipal services each constrained bygexous factors as population’s age
group served by the services, socio-demographiablas, variables assumed to control
for economy of scale, and climatic factors, varyiram services to services. (Cf. table
3.1 in Langgrgen and Aaberge (1998) for a detail@mbunt. See also Boyne (1995) for
a critique of the use of certain variables, commamhabitants, to explain economy of

scale in municipal service production.) Populati@mnsity, centrality, dummy-variable
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for municipalities with less than 5000 inhabitan&g)d the inverse of number of
municipal inhabitants, were included in the dempbra variables. The inverse of
number of inhabitants is a convex, decreasing fanobf the number of inhabitants.
The sum of the free disposable municipal income #red municipal income with
restricted or mandatory use according to laws andms, would comprise the
endogenous municipal budget constraint. Municigedrating expenses, budget surplus
and the fee income were defined as endogenousiesia the model. In Norway there
is a tax on labor input in the production proceasd this tax is geographical
differentiated on five levels due to regional deyshent policies. Thus, in rural regions,
the lowest tax was zero, while in the most urbagiores this tax was above 10% in
1994. These labour input taxes were not detractma the municipal accounts data.
This means that the free disposable municipal ircomay have been underestimated
for the municipalities with the smaller tax ratempstly smaller and non-central
municipalities. Free disposable municipal income been measured as an index. Free
disposable municipal income in 1994 per capita,sueal in 1993 NOK, was divided
on the mean for all the municipalities save foraQgl34 municipalities) (Langgrgen and
Aaberge, 1998).

As explained in chapter 4, the slack variable isimdicator for organisational
effectiveness but in my study modelled as an indeéest variable. One may assume
that slack and organisational effectiveness in gy years are valid candidates for
explaining organisational control structures ingaeding years. Furthermore, one may
assume that municipal slack is not changing dramaliti on the organisational level
from one year to the next. The stability of theeflesposable municipal income variable
was measured by correlating the 1993 data witlL 882l data for all the municipalities
save for Oslo. The computed correlation coefficisais 0.96 and the variable was
judged to be relatively stable (Langgrgen and Agéet998). This stability makes the
free disposable municipal income variable a poté¢rgood candidate for measuring
organisational slack. Also, there usually is a taftgal time lag, at least three years,
from a decision to implement or use organisati@oaltrol models is taken, before such
systems are implemented and subsequently usedtifftedag may also be longer for
relatively complex organisational control structurelence, lagging the variables is one
means to avoid problems related to simultaneithénmodels. The time lag between the

measurement of independent variable slack in 189hdasurement of the dependent

101



Chapter 5: Method

variable performance measurement in 1996, conféontise underlying causal relations

of the conceptual model.

Uncertainty

Uncertainty has been measured partly as a dichatewariable to be used in a bivariate
analysis, and partly with organisational size agdicator for complexity, to be used in
multivariate analysis. Uncertainty in municipal \8ees was measured as an ordinal
level, dichotomous measure (see table 8). It wasrtel that primary schools, health
care and social services, and cultural services, mare uncertainty than central
administration, housing, development of commercel amvironmental planning,
infrastructure services, and maintenance of ro#fds recognized that this is only
sufficient as a preliminary approach to measuringeatainty. However, some support
for this approach may be found. Pettersen (1998¢udsed characteristics of health
services production in counties arguing for relathigh uncertainty in that context. In
economics of schooling the production function & pertain. E.g., it has not been
found any relation between expenses per pupil anttome (Hanushek, 1986).
Furthermore, the bivariate analysis encompassing Vhariable is used only as a
complement to other measures.

Organisational complexity with size as indicatos bh&en used in former contingency
theory explanations of uncertainty (Wildavsky, 1p8Brganisational complexity was
measured as municipal inhabitants per January 96,f@rmed municipal inhabitants.
Some studies have made an ordinal level measupggahisational size as variable.
Borge and Rattsg (1993) divided the municipalitikdo two groups: Small
municipalities with less than 5000 inhabitants, dargje municipalities with 5000
inhabitants or more. They found that Norwegian roipailities and large municipalities
showed a strong sluggishness in budget allocati@mganisational complexity and
inferior voter control may contribute to more rigydin large compared to small
municipalities. Langgrgen and Aaberge (1998) diidiee municipalities into three
groups: Small municipalities with less than 5000habitants, medium sized
municipalities with 5000 to 19,999 inhabitants, dadje municipalities with 20,000 or
more inhabitants. This division was chosen in tiséiidy to avoid categories with few

municipalities. | have also used these categooisatin a bivariate analysis in my study
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for the same reason. The interval breadth increagbssize of the municipalities, at the
same time as the number of municipalities in eathgory decreases. However, in the
mutiple regression analysis in this study, | hagedumunicipal inhabitants as a proxy
for complexity as a metric variable.

In addition to the dichotomous and the metric messuof uncertainty and
complexity respectively, an organisational desigmiable may be warranted. Otley
(1980) warned against making inferences about lbétsveen contingent variables and
information systems without explicitly considerinidpe intervening variables of
organisational design. A core contingency theorsigie parameter is decentralization.
Formalisation and specialisation are other coreamsgtional design variables.
Decentralised municipalities may reduce compleaitg thus uncertainty by gathering
task information according to local needs and dsleg decisionmaking to
subordinates. Thus, larger organisations may ofersttemplexity have so much
uncertainty that output control is substituted watther control structures as budget
control and decentralization. Data regarding a robnivariable for municipal
organisational design has therefore been includédd data was collected from a
municipal survey undertaken by Statistics Norwayuaun 1996. An organisational
design variable measuring degree of decentraliza® a dimension of organisational
efforts at reducing complexity, was judged to hekd operationalisation.

Decentralisation has been measured as the numbeurtipal services which had
decentralised administration i 1996. The servicesewcategorised in primary schools,
kindergarten, health services, social servicesjices for drug addicts, social services
for children and youngsters, nursing services fdedy and disabled persons in their
own homes, nursing services for elderly and dishlplersons in institutions, and two
‘other’ categories. Thus, this variable may vamnirO to 10. Data was collected by
questionnaires. Unfortunately, only 141 of the noipalities in my population either

were included or responded in this survey.

Ambiguity

An unstable or weak ruling political coalition issamed to increase goal ambiguity in
the service provision relative to a stable or graming political coalition. Due to the

relative high degree of intraparty competition otdl government, it may be more
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relevant to study the formation or presence oftjali coalitions than to focus on parties
in themselves. In the Norwegian municipalities guditical parties are proportionally
represented in the municipal council. This fadidsacompromises and bargaining rather
than dominance from the largest party, as the sangerty only seldom has majority rule
in the municipal council. The public finance litenee has employed the Herfindahl-
index to measure party concentration (Stigler, J9TRe Herfindahl-index is defined

as:

H=Y§

=1

where $is the share of representatives from party j e rtiunicipal council, and P is
the number of parties. The Herfindahl-index takeswalue 1 when a single party holds
all seats in the council. The minimum value is ¥en the seats are equally divided
among the P parties. The relationship between gartgentration (political leadership)
and presense of political coalitions (ambiguityJursknown. The presence of political
coalitions has therefore been explored as an itatic®r ambiguity in municipal
councils. To accomplish this, a dummy variable eaployed with value 1 if the mayor
and the deputy mayor came from different politipatties, and the value 0 otherwise.
The value 0 was assumed to indicate little needfdaomning political coalitions and
hence low level of goal ambiguity. The value 1 \aasumed to indicate the existence of
political coalitions and hence relatively more gaaibiguity. Although this variable is

an indicator for ambiguity, it could also be coneelcto inter-party competition.
Power

Organisational and political political power is angplex and multi-dimensional issue.
Political power has been measured with three vimsalCentrality of the municipality is
used as a proxy for the municipal management’'s pdRepresentatives’ leftist political
preferences were used to measure power issues athengepresentatives. Percent
municipal employees of all inhabitants aged 16—17th \an occupation was used to
measure the bureaucrats’ interest group power.fdll@ving discussion is an attempt

to qualify these choices.
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Municipal management competence: One may assumehinahief administrative
officer's and the senior financial officer's comeete are organisational bottlenecks
regarding performance measurement implementatiohis Tcould have been
operationalised as their formal management educata professional experience. This
calls for detailed survey data. As there are neitfediable population data on
performance measurement projects or networks, nomumicipal management
competence database available, a proxy for the geam@nt competence concept has
been considered.

One may assume that skilled and competent managerslatively more available in
larger labour markets than in smaller labour markét so, the centrality of the
municipality may be a proxy to measure availabilaf management skills and
competence. There are many counter-arguments 4qthky. For instance, there may
also be more keen competition for skilled and caemtemanagers in central labour
markets which may not favour municipalities. In rmantral municipalities, managers
with less formal competence may stay longer inntumicipality and hence become as
skilled and competent as managers with more fooalpetence. Furthermore, non-
central municipalities may rely more on informalntol models than formal control
models as performance measurement. On the othel, han-profit organisations are
expected to mix different control models simultamgy (Ouchi, 1979; Meyer and
Gupta, 1994). Hence, centrality may be of importafar the availability of crucial
management skills and competence especially itdse of formal control models. On
these reasons the municipal’'s centrality has besex @s a proxy in order to explore
potential effects of municipal management skillsd aformal competence on
performance measurement. The demographic variatecipal centrality was based on
Statistics Norway’s official 1990 classification dhe municipalities into seven
categories on a ordinal level of measurement. Twers categorizations were made
based on classification of the largest municipgagditinto three levels of regional centers,
and commuting time to the nearest center for theaneing municipalities. The value 1
indicates lowest centrality and the value 7 indisdtighest centrality.

Leftist representatives’ political power in the muipal council: Leftism was
measured as representatives belonging to eithdratber Party, the Socialist Left Party,
or the Norwegian Communist Party as percentagellofha representatives of the

municipal council after the 1995 municipal election
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Bureaucrats’ interest group power: Power from edeigroups may come from two
kinds. The inside group may be associated with |logavernment employees,
professionals and trade unions. The outside groap be associated with clients of
local public services. Borge, Rattsg and Sgrens@95) studied rigidity (sluggishness),
of local government resource allocation. Politisedssure of interest groups and media
was measured as perceived by politicians by survdys results showed that pressure
groups related to primary education explained apomant part of the sluggishness
observed. Pressure groups promoting kindergartem$ l@ealth care stimulated
reallocations. Pressure through the media had miotess the same effect as special
interest groups. Borge, Rattsg and Sgrensen (1&%fjed that given the empirical
problems of measuring the multi-dimensional adggitof interest group connections to
the political system, alternative strategies tos tdocumentation would have been
fruitful. Another means to measure power was bfedgiht characteristics of the relevant
interest groups, which has been chosen in thig/stud

The percentage of municipal employees of all emgdoyhabitants aged 16—74 in
the municipality last quarter 1997, was used asypror the power of municipal
bureaucrats. It is assumed that this percentagelatvely stable over time, such that
this variable may serve as a proxy for the pergentaf municipal employees of all
employed inhabitants aged 16—74 in the municigaliilso in 1996. Borge, Rattsg and
Sgrensen (1995) recommended to study the interadteiween the interest group
indicators and the size of the relevant client grouthe empirical analysis. However,
the percentage municipal employees variable istivelato the overall municipal
employment.

Municipal dependence on local taxpayers: Dependendecal tax payers have been
put forward as explanation for monitoring in logadvernment. The strength of local

taxpayers was measured as ordinary income {aesapitaJanuary 1, 1996.

Data sources

All data (except the dependent variable) were ctidld as secondary data (archival data)
from official statistics. Data regarding organisatl slack, the free municipal
disposable income variable, were obtained fromisitzd Norway (Langgrgen and

Aaberge, 1998). These data were newly developd®9%7-98 for the fiscal year 1994.
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Statistics Norway had in 1997 plans to develop seta also for the following years,
but this has been postponed. Thus, only data &4 ¥&re available.

Data regarding municipal inhabitants, centralitymier of representatives and
political party affiliation in the municipal coursiand municipal employee manyears,
were available through local government electiatistics, the municipal data base, and
the municipal organisation data base from the Ngrare Social Science Data Service
(NSD) with data originally delivered from Statigiblorway. These data were also used
to compute two new variables which have been usdtis study as indicators for the
goal ambiguity and political power concepts. Firgste dummy variable political
coalition was created to measure the existencantiiguity in the municipal council.
Second, the leftism variable was computed as miegsudhe proportion of leftist
representatives in the municipal councils after th895 municipal election.
Furthermore, the secondary data used in developiegvFM auditing and financial
auditing indexes, also came from these data sources

Data on ordinary income tager capitaand the data on the political variable on
percentage municipal employees, were obtained bffitial publications published by

the Ministry of Local Affairs and Regional Developnt in 1998.

DATA ANALYSIS

The measurement models of the three models hitleenfdoyed in this thesis to explain

local government performance measurement coulgéefied in a general model as:

Y = f(model I, model I, model III)

where Y is the dependent variable performance measnt, model | is the agency
theory/public choice model independent variablesdeh Il is the contingency theory
and new institutionalism model independent varigbknd model Il is the political

model independent variables. A full model encomipgsmodels | through Il may be

labelled model IV.
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Modified regression analysis

The dependent variable, the performance measuranugx, is a metric, interval level
measure. The independent variables have been redasoth on nominal, ordinal, and
interval levels of measurement. However, such &g may be used in regression
analysis. Multiple regression has been chosen kecallits relative simplicity, and its
ability to fully utilize the metric, dependent vaiie.

A general multiple regression equation used tares® the regression coefficients

(%) could be on the form:

QDY =G+[{X +RX+... +BX,+e

where Y is the dependent variablg,ifthe intercept,;3s the regression coefficient for
variable X, and e denotes a random disturbance (error) terrhis study a modified
regression analysis (MRA) is used. Wodified regression analysis a specific
application of multiple regression analysis whédre tegression equation also contains
an interaction term (Hartmann and Moers, 1999).sTinteraction term also often
utilises a ‘dummy variable’ approach which is usiagnominal (or ordinal) level
variable which only takes on the values 0 or 1sThchnique is some places termed as
an instrumental variables (V) approach. Thus,mapg, modified regression analysis

equation could be on the form:

(2) Y =3+ BXy + X2 + X1 X2 + €

In equation (2) the termsyand X% are the main effects of variables a&hd X on Y.
The product (XX,) is said to be the moderating effect of variabjeoK the relationship
between Y and X However, when interaction terms are includedha tegression
equation, the lower-order effects should be ‘platiaout’ by including them in the
regression equation. For instance, equation (2)ldvdiave been incorrect if the
interaction term was included but not the lowereorelffect of variable X To establish
the existence of an interaction effect, a hieraahregression analysis is performed.
First an analaysis with the main effects is undkenathen a second analysis with both

the main and the interaction term is run. Diffeenin the parameter estimates then
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indicate the presence of interaction effects. ¢tudth be noted, though, that the inclusion
of interaction terms should be guided by theoryd #mt the inclusion of interaction

terms of higher than second-order, is in generatemmmended.

Applications of significance tests

Significance testing is one of the most used angbmalso one of the most useful
techniques in quantitative analysis. A significamest is a test of a hypothesis (Mohr,
1990). The classical technique of inference waseldged to make inferences to
unobserved, population properties from observeddom samples drawn from the
population. A second kind of inference is primanlged with a randomised, controlled
experiment, and one wishes to state that a relgirobably is causal. This may be
warranted as research often is concerned with juedgés regarding if a relationship or
property is worth further thought and researchregfooften in competition with many
other relationships and ideas.

A standard conception of the use of significanststes that if a population could be
tested directly, no inferences would be necessany,any difference between the means
or any correlation between variables would supg@thypothesis (Frankfort-Nachmias
and Nachmias, 1992). Lindsay (1995) stated explititat samples must be randomly
selected in order to use the test of significarededly. However, many researchers use
the significance test also for non-random sampeshr (1990) has discussed the use of
significance tests in detail.

In the ‘econometric-modelling’ function tests ofysificance are used to assess the
probability that a parameter estimate of a cemaagnitude might be attributable to the
random-disturbance component of a model rather thdicating a true causal effect.
This function is called so because it is most comnmvihin the discipline of economics,
but it is also used in other disciplinespArameteris defined as a summarising property
of a collectivity when that collectivity is not csidered to be a sample. gatisticis
defined as a summarising property of a collectiwtyen that collectivity is considered
to be a sample. In the econometric-modelling fuumctno random sample from a
population or randomisation in experimental desgymused, only some collectivity is
observed. The test is used to assess: a) if aordaip is so large that it probably could

not have been the entirely misleading result ofrirelom disturbance term, but rather
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may be judged to be a ‘true causal’ impact, orfltheé relationship is so small that it
might well be due to the random-disturbance compbagad thus no assumed causality
exist. However, in order for the econometric-madglifunction of significance test to
apply, the model must be correctly specified sunat all that is left out is the random
error term. This condition hardly ever exists iagircal econometrics.

A second use of significance tests in populatiomliss is the strength-of-relationship
function. This function is seldom acknowledged ¢oused, not commonly referred to in
textbooks, albeit it is probably the most commoe o§ significance tests of all. This
function gives the probability, no matter what gesor nondesign has been employed,
that one would have obtained a statistic in a oemtange of magnitude if one had
actually implemented a randomisation or random siagpprocedure. Its popularity and
versatility may be due to the need for a convenigahslation of strength of
relationships into the common language of probgbili

Caution is necessary in use of significance testalise of sample size. AlImost all
relationships are significant in very large sampldse test of strength-of-relationships
then is only helpful in small and moderate sizechgas. Furthermore, in addition to
randomness, relationships may also stem from spsi@o coincidental circumstances.
In studies of collectivities as in this thesis wde@andom sampling or randomization
have not been employed, only the strength-of-@tatiip function applies. It is then
only a rough tool and must be employed with consitien to the above mentioned
limitations. Significance tests nevertheless caly amform that a difference appears
real. It can not explain what caused the appardéfgrence. Thus, the main test must,
for all practical concerns in empirical analysisonganisation theory, include ruling out
plausible, alternative explanations to the proposeplanation as formulated by the
reseacher through the hypotheses. Furthermoreauhsif a research strategy of seeking
significant results within single studies, sigraiint results could be judged by obtaining
reproducible results from performing several stadiader different conditions within a
research programme. An alternative criterion taificance tests is then whether the

same model holds for many sets of data (Lindsa§5)1L9
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LIMITATIONS AND DELIMITATIONS

Several limitations in this study have been addmegbroughout the thesis. Here only
what has been deemed as the most severe shortsmsiadl be highlighted.

First, the reliability of many of the indicators ployed in the empirical studies could
have been improved. This relates both to the sesgndata obtained from official
statistics regarding the independent variables, oieproxies, and measurement
problems inherent in the content analytic approalith have been used to measure the
dependent variable. Although | have judged the toos and internal validity to be
satisfactory throughout the study, several of tlaeiables have measurement errors
affecting reliability. Specifically, the use of sizelated variables as indicators in
accounting research and organisational studiesbkas critisised (Kimberly, 1976;
Bujaki and Richardson, 1997). However, | have congd to Kimberly’'s three
suggestions: First, that different relationshipsveen aspects of size and dimensions of
structure should be posited based on theoreticaiderations (for instance asymmetric
information and complexity). Second, aspects ok smay vary as a function of
organisational type (for instance decentralisedw®centralised organisations). Finally,
to conceptualise organisations which leads oneskodgnamic questions (for instance
anticipating resistance and not only symbolism).

Furthermore, | have used an extension of previaugent analysis performance
measurement indexes developed for public sect@nisgtions for the Pls item of my
dependent variable. However, the organisation andctsire of municipal service
provision is so varied that two hypothetical ideali scores on such performance
measurement indexes between countries, would nobtparable unless special efforts
have been taken for making them comparable. | htemade such arrangements.
Hence, the variable scores should not be companes$scountries, or even over long
time periods within the same country, without gregition in the interpretations.

Second, several issues regarding internal validdy be questioned. For example, it
has been suggested that a high level of organmdtiglack impedes the principals to
employ performance measurement in order to enharganisational learning and thus
effectiveness. However, such behaviour may alscobsistent with an explanation that
slack triggers use of organisational control modéiscch may symbolize rationality and

effectiveness, and thus sustain both legitimisatiod the initial slack. The empirical
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results will not provide any critical test of thational, economic approach to positive
theory on political institutions versus symbolisra & the historical, sociological
approach. The results have to be interpreted gugledeory.

Third, the empirical results may have limited ewtdrvalidity. The empirical studies
in my project have all been undertaken in one natigetting. Other countries could
have specific contingencies which make direct griees from my results to other
countries invalid. For instance, it has been fotired US municipalities which were led
by mayors rather than professional city-manageis] helatively less developed
organisational control systems (Ward, Elder andd{as, 1994). This result was also
found specifically with regard to use of performanmeasurement in 1997 in US
municipalities with 25,000 or more inhabitants @er and Streib, 1999). All
Norwegian municipalities are led by a chief adntnaigve officer. This could have
increased the sophistication of performance measmein Norwegian municipalities
relative to countries without professional, mun&ippp-management. This may reduce
the generalisability of the empirical findings twnse countries. One should therefore be
careful in generalisations of the findings to othpecific settings, though generalisation
of the findings to a conceptual level seems to Heeen reasonable qualified. Anyway,
the results in this study may complement the engstiiterature on public sector
performance measurement as much of the previousrtegb studies have been
conducted in contingencies with strong central goveent regulation or mandatory use
of peformance measurement in the federal and gtaternment, as in the UK and in
USA. See however Ramberg (1997), Poister and S(i€iB9) and Streib and Poister
(1999) who also have studied non-mandatory usedbpnance measurement in local

government.

SUMMARY

This study attempts to test specific hypothesesn flagency theory/public choice,

contingency theory, institutionalism and the reseudependence perspective. A cross-
sectional, planned variation design with Norwegiacal government as setting was
chosen, as this seemed to be suited for testinghypetheses. The population was

defined as 176 municipalities including all 39 Rrunicipalities in order to secure
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variability in the independent variables. The usapbpulation turned out to be 162,
which was judged to be satisfactory for the mulist® analysis. However, data from
1995 for all the 18 counties were used in a pilotlg to test the research instrument for
measuring the dependent variable, performance mexasat, regarding reliability and
validity. The main study has used the Norwegian igipalities as population. All data
reported in this thesis are from the municipalities

The dependent variable, performance measuremestveasured with an additive
index comprised of two items. The data on this ddpat variable was collected by
content analysis of municipal annual reports fo®6.9The Cronbach’s alpha reliability
measure for the index was only .54, but abovergghold of .50 for satisfactory index
reliability.

The agency theory/public choice model independemtiales were municipal
manyear as indicator for asymmetric informatiord &ee disposable municipal income
as a measure of organisational slack. The conteyg#reory/institutionalism model had
two variables. The first variable was uncertainthich was measured with three
indicators. The first indicator was a dichotomowsiable divided into high and low
undertainty in the municipal services. The secondicator for uncertainty was
municipal inhabitants as a proxy for complexity. ngexity as a function of
organisational size is assumed to positively afteatertainty. The third indicator for
uncertainty was an organisational design varialileres it was assumed that municipal
decentralisation is used under high degrees of ity and uncertainty. The second
contingency variable, ambiguity, was a dummy-vdedor political coalitions in the
municipal council.

The power model had four variables. First, municipanagement competence was
measured with municipal centrality as a proxy. kswasserted that formal skilled
management control competence may be more acaessiblcentrally located
municipalities, which may enhance management powsr behalf of the chief
administrative officer as principal. Second, repreatives’ political power was
measured with leftism. Third, bureaucrats’ intergebup power was measured as
municipal employees’ numerical strength relativeatb employed inhabitants in the
municipality. Lastly, municipal dependence on |laeedpayers was operationalised.

Modified regression analysis was chosen as estimaéchnique for the models. It

was also asserted that square root transformingependent variable by could remedy

113



Chapter 5: Method

certain content analysis measurement problemsetel@t counting frequencies which
otherwise could give too little credence to initrabntions of some issue relative to
successive mentions. Such data transformationseofnidependent variables may also

remedy certain violations of the regression assiampt most notably linearity.
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6 Results

This chapter documents the results of the analyseeelation to the hypotheses

presented in chapter 5. However, first a univarete a bivariate description of the

population for my study is provided. Then the eation of the four regression models
is documented. The next sections address the fladmom the analyses. The analysis is
ended by a simple case study of the 12 municipalivhich were ranked highest and
lowest on use of performance measurement. The @hapt rounded off with

conclusions from the results.

DESCRIPTION OF THE POPULATION

Table 5 presents the median, mean, standard dmviatinimum and maximum values,
skewness and kurtosis for all the independent ab &g dependent and control
variables. Of the responding 165 municipalities¥/9@isclosed annual reports in 1996.
The theoretically defined, planned variation popala consisted of the 162
municipalities which disclosed annual reports. Timgnicipalities had on average 627
manyears, but half of the municipalities had 30Jyears or less. The mean level of
free disposable municipal income in 1994 in theybaion data for this study was
almost identical with the mean for all Norwegianmuipalities in 1994. However, in
the population for this study half of the municigas had only 67% or less of the mean
level of free disposable municipal income.

The 162 municipalities varied in size from 214 812000 inhabitants with a mean of
15,900 inhabitants. Note that many empirical stidieom the US due to data

availability only study municipalities equal to larger than 25,000 inhabitants (Poister
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and Streib, 1995, 1999; Streib and Poister, 199900 (Rubin, 1988), or even only
municipalities with 100,000 (Giroux, 1989) or moihabitants. This reduces the
external validity of the findings in this study $ome of the other results reported in the
literature. At least half of the 162 municipalitiead mayor and deputy mayor from
different parties.

Most of the municipalities were centrally locatd@the most leftist municipal council
had 70% leftist representatives, but half of thenitipal councils had 32% or less leftist
representatives. The mean percentage of municipgbloyees of all employed
inhabitants aged 16-74 in the municipalities wa% 20 the first quarter of 1997. The
smallest and largest values were 13 and 43% regelyctThe mean ordinary income
tax per capita in 1996 was NOK 11,410.

The mean score on the performance measurement indsx68 frequencies. The
index varied from 0 to 292, however only 1 munitilyascored 0 on this index.
Regarding PIs 12 municipalities had no occurrerafeBls in their annual reports in
1996. Thus, 99% of the population used some sogpesformance measurement as
operationalised in this study, and 93% used somieasd”l. However, use of Pls or
verbal conclusions does not automatically implyt tiee municipalities in question
actually used the performance measurement modébragl organisational control.
Reporting of local government statistics and vedwmaiclusions could be used separately
and without any connections with the performanceasueement model. The mean
scores of the Pl and verbal conclusion subindexesewi4 and 54 frequencies
respectively.

The MBO index showed a mean of 35 frequencies. 88%he municipalities were
found to use the MBO model in their annual repagrtitalf of the municipalities
responded much or some emphasis on at least 2ed items in the VFM auditing
index. Half of the municipalities responded muclsome emphasis on at least 1 of the

2 items of the financial auditing index.
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Table 5. Descriptive statistics

Variable Measurement Median Mean Stdev. Min. Max. Skewnes$ Kurtosis®
Independent variables
1 Municipal manyears 1996 Metric (N=162) 303.50 626.67 (1052.59) 18 9348 5.15 34.68
2 Free disposable municipal income 1994 Relative¢an. Metric (N=162) 0.67 1.01 (1.45) 0.03 12.66 5.05 31.53
3 Municipal inhabitants 1996 Metric (N=162) 7009.5 15875.0 (25818.93 214 22430 473 30.34
0 6 ) 8
4 Decentralisation 1996 Number of decentralisedices 0.00 1.16 (2.17) 0 10 211 3.91
Non-metric (N=141)
5 Mayor and deputy mayor from different parties Doyrvariable for political coalition: 0=No, 1=Yes €162) 1.00 - - 1 0 - -
6 Municipal centrality Seven categories: 1=low, ighhcentrality. Non-metric (N=162) 6.00 5.07 (2.33) 1 7 -0.83 -0.92
7 Leftist representatives in the municipal council Percentage. Metric (N=162) 0.32 0.34 (0.13) 0.00 0.70 0.30 -0.12
8 Municipal employees 1997 of all employed Percentage. Metric (N=162) 0.19 0.20 (0.05) 0.13 0.43 1.83 4.50
inhabitants
9 Income taxper capital996 Norwegian kroner (NOK) (N=162) 10343 11410 (4535) 7694 44787 4.76 27.05
Dependent variables
10 Performance measurement irttlex Additive index of Pls and verbal conclusions. Nte{N=162) 62.00 68.10 (48.46) 0 292 1.75 4.89
11 Performance indicator subindex Frequency counts of 7 categories of Pls. Metric(62) 9.00 14.36 (18.64) 0 138 3.68 17.93
12 Verbal conclusion subindex Frequency counts of 4 categories. Metric (N=162) 0.06 53.73 (37.01) 0 180 1.20 1.86
Control variables
13 Management by objectives (MBO) Judgements of achievement of objectives. Metriel®2) 6.00 34.65 (68.31) 0 437 3.28 12.84
14 Value for money (VFM) auditing ind&x Additive index of 5 dummy variables. Non-metric(\B8) 2.00 2.20 (2.35) 0 5 0.16 -0.64
15 Financial auditing ind&x Additive index of 2 dummy variables. Non-metric{\38) 1.00 0.72 (0.72) 0 2 0.44 -0.86

Note.All variables are untransformed.

a Frequency counts of text items (including ratind diagrams) were collected by content analysiasivegian municipal annual reports 1996.

b The index is municipalities which responded moctsome emphasis on different auditing activitiesl996 (coded 1, otherwise 0 on each of the itenthé indexes). There were 5 questions
related to 3 different VFM auditing activities: QGoml of budgetary approbation, control of cost@éncy, and control of allocative efficiency. Thdiancial auditing activities were accounting
control and legal control. Data was collected byledaquestionnaires. The municipal officers’ replighere obtained in co-operation with the senionigipal audit officer. (Source: Norwegian
Social Science Data Service.)

¢ Skewness measures the symmetry of a distribtifd@n) relative to the normal distribution. A pibgtly skewed distribution has relatively few langgues that it tails off to the right. A negatiyel
skewed distribution has relatively few small valueskewness value outside the range of -1 to dlicates a substantially skewed distribution.

d Kurtosis measures the peakedness or flatnessdidtrébution compared to a normal distribution.sRiwe values indicate a relatively peaked distiitnu and negative values indicate a flat
distribution.
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The Spearman rank correlation coefficients are rgie table 6. Usually the
Pearson’s correlation coefficient is reported injoaction with multiple regression
analysis, also in the cases where some of theatatan an ordinal measurement
level. However, because several of my data wererev skewed (non-normal
distributed), | have chosen to present the Spearmaark order correlation
coefficient instead of the Pearson’s correlatioafficient. The interpretation of the
Spearman rank correlation coefficienfrho) is the same as for the Pearsonshe
correlation coefficient varies between —1 and +1ctvimeans perfect negative and
positive correlation respectively. Rules of thumim @nagnitudes are that
correlations below .19 are very low; .20 to .39 lake; .40 to .69 are modest; .70 to
.89 are high, and .90 to 1 are very high. It is kagsed that bivariate correlations
do not imply causality, nor control for alternatiggplanations. Thus, the reported
rank correlations in table 6 are not sufficienthnemselves for rejecting or claiming
support for the hypotheses.

Of the Spearman rank correlation coefficients réigar the 9 hypothesised
bivariate relationships, it can be seen that 4 wegative and 5 were positive. 6 of
the 9 rank correlations were greater than £.33. Furthermore, seven of the rank
correlations were significant on the .0l-level (p.G1) with one-tailed tests.
However, 4 of the 9 correlations were in the opjgodirection than hypothesised.

The rank correlation between municipal manyears &mel performance
measurement index was modest witlr .51 (p < .01) and in accordance with
hypothesis 1 which predicted a positive relatiopshiihe rank correlation between
municipal manyears and free disposable municipadrite 1994 was low with= —
.38 (p < .01) while hypothesis 2 predicted a pwsitielationship. Note, however,
that the two indicators used in this operationéilisadid not satisfy the temporal
ordering for causal explanations, but were nevifise selected due to
measurement problems (availability of data). Thekraorrelation between free
disposable municipal income in 1994 and the perémte measurement index was
low with r = —.33 (p < .01) and in accordance with the dioectpredicted in
hypothesis 3. Hypothesis 4 predicted a negativatioel between uncertainty

(complexity) and use of performance measuremeniventer, the rank correlation
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between municipal inhabitants and the performaneasmrement index was modest
with r = .49 (p < .01) and of opposite direction than thgothesised sign.
Furthermore, the rank correlation between the desmléesation index and the
performance measurement index was also positivéolwivith r = .25 (p < .01).
Note also that there was a moderate positive rantelation ofr = .54 (p < .01)
between municipal manyears and decentralisationus,Thas expected, the
municipalities seem to decentralise more as contglexncreases with
organisational size.

Hypothesis 5 predicted a positive relationship betwuncertainty and slack. However,
the rank correlation between municipal inhabitamid free disposable municipal income
in 1994 was modest with= —43 (p < .01) and of opposite direction thaedmted by
hypothesis 5. Note also for this relationship thia two indicators used in the
operationalisation did not satisfy the temporakdrdy for causal explanations, but were
nevertheless selected due to measurement problé&dourth relationship contrary to
predicted was between ambiguity and use of perfareneneasurement where hypothesis
6 predicted a negative relationship. The rank [aioa between the dummy variable on
different party affiliation of the mayor and deputgayor and the performance
measurement index showed the very low positivetioakhip of r = .05, but this
relationship was not significant on the .05 leWiéle rank correlation between municipal
centrality and the performance measurement indexalga very low withr = .17 (p <
.05), but with the sign in the hypothesised dicgcticcording to hypothesis 7. The rank
correlation between percentage leftist represeagain the municipal councils and the
performance measurement index was low andwth27 (p < .01). The rank correlation
between percentage municipal employees of all gragl;mhabitants aged 16—74 in the
municipality and the performance measurement imgesxmodest with = —.41 (p < .01)
and with the direction of the sign as predictedhypothesis 8. The last hypothesised
relationship present in table 6 was between mualidgpendence on local taxpayers and
use of performance measurement. The rank correlagitveen income tger capitaand
the performance measurement index was very lowrnwittil9 (p < .01) and with the sign

as predicted in hypothesis 10.
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1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 Municipal manyears
2 Free disposable municipal income -.375**
3 Municipal inhabitants .981**- 430**
4 Decentralisation 524** - 166* .525**
5 Mayor and deputy mayor from different party .075 600 .122 .053
6 Municipal centrality 333% - 236** .413** . 171* .269*
7 Leftist municipal representatives 353 514* 330** .089 -.304** -.011
8 Municipal employees of all employed - 741*459* -811* -.333* -212* -526** -.168*
9 Income taxper capita .292*%  212* .236** .075 .011 107  -.085 -.218*
10 Performance measurement index 508%832** .492* .246** .052  .166* .271* -410** .189**
11 Performance indicators subindex A96%F198* 487+ 229** 037 .203** .226** -.400** .275%* .692**
12 Verbal conclusions subindex 405**.347* .388** .183* .065 110 .269**-.333** .092 .935** .478**
13 Management by objectives (MBO) 277*-.011  .278* .078 119 .165* .053  -.297**237* .296** .343* .209**
14 Value for money (VFM) auditing index .209**-.100 .225* 096 .180* .104 .085 -.252* 038 .170* -.020 .223* -.001
15 Financial auditing index -044 -050 -.048 -.013 100 .027 .084 102 -034 -036 -.040 -.040 -.028115.

Note.All variables are untransformed. Missing casesrgigg the decentralisation, VFM and financial éindiindexes, were deleted casewise (N=136-162).

**Correlation is significant at the .01 level (1li&d).
*Correlation is significant at the .05 level (1kd).
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ESTIMATION OF THE MODELS

Regression analysis utilises the technique of msing least squares. It has several
assumptions where linearity is one of the most irgm. Breaches on the linearity
assumption are commonly remedied with transformatiof the data (Kimberly, 1976).
For instance, size-related variables are commadkdyed. Subsequently such data are
often transformed using logarithmic transformationkis reduces the potential of the
variables’ correlation to be very strongly affectedextreme scores. Furthermore, the
distribution which results from a log transformationore closely approximates the
normality assumption which underlies multivariatealysis. However, this approach
implicitly assumes a curvilinear relationship wigth of the other variables in the
equation. Nevertheless, nonlinearity may be relevfathe administrative structure of
interest is very sensitive to size difference wbeganisations are relatively small, but
less sensitive to such differences in larger oggions. If the administrative structure is
a function of several exponentiated variables, dhggation can be tested with linear
regression taking log transformations of all theialdes. However, such logarithmic
functions were unknowa priori in my study, and may furthermore have been unduly
restrictive as a starting assumption for this @fided problem. It is also common to use
square root or quadratic transformations of sidated variables. | have therefore
employed the modified regression analysis as adlim chapter 5. This approach
facilitates choosing selective data transformatiand inclusion of interaction terms
based ora priori theoretical grounds (Pong and Whittington, 1994).

The dependent variable, the performance measureindek, was square root
transformed. This form was chosen to discount iipgaict of subsequent frequencies of
performance measurement above the initial levelsual inspection of the size related
variables, municipal manyears and municipal intzaitg, still indicated nonlinearity
when these variables were plotted on the squaretraasformed dependent variable.
On theoretical reasons one may assume that botmnastic information and
complexity increase more than proportional relatitee increase in number of
bureaucrats and decentralised administrative umispectively. This is due to the
potential exponential increase in number of credationships as the number of
bureaucrats and decentralised units increase. Haowew a practical level, it seems

highly unrealistic to assume that for instance Auceats should or could utilise all
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theoretical available networks. Hence, a squard tmnsformation for these two
independent variables was chosen. This seemedpimwa the non-linearity problems,
but not completely discard it.

It was assumed that the models could be mis-spdcifihe ordinary least square
(OLS) estimations were therefore performed with anstant term in each of the
regressors. The constant term can capture somigeasptecification errors both from
omitted variables and from mis-specified functiof@ims. All variables were entered
into the regression equation in one single step ‘@hter’ method).

The asymmetric information indicator, municipal pears, posed a problem of
collinearity with the indicator for uncertainty (@plexity), which was measured with
the (organisational size) municipal inhabitant &bke. A rule of thumb is that a
correlation of .80 or more represents a problerootifnearity. The correlation between
these two variables was close to unity. A remedyit® collinearity problem could have
been to estimate the agency theory/public choicedemnavith the asymmetric
information variable (bureaucracy size) includedd dhe contingency theory model
with the organisational complexity indicator (orgational size) included separately,
and then based on corroboration of the hypothgsege which of these variables
respectively should have been included in the fdpecified, explanatory model
encompassing all the three models. An alternagpgaach could have been to assume
that complexity and uncertainty were reflected e organisational design variable
decentralisation. In that case, the municipal imaals indicator for complexity might
have been discarded, and the most severe collingaoblem could have been omitted.
However, this latter approach would basically henede the positive assumption that
the municipalities already had an optimal contirgyeiit, while my main project was to
undertake empirical investigations without makingclts assumptions. Furthermore,
contingency fit is an issue for further investigas. Even though | had included an
organisational design variable in my study, adegjp&rformance measures (other than
slack) were not included which would have been araead in order to infer conclusions
on municipal contingency fit. On this reason | ahtise first approach. The models were
estimated separately and then the variable whichemapirically supported through the
tests of the hypotheses and theoretical reasowiagselected for the full model (model
V).

Hypothesis 5 predicted a positive relationship leetv uncertainty and slack.
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However, such a relationship was not corroboratedding bivariate rank correlation
with municipal inhabitants (in 1996) to explain dralisposable income (in 1994).
Although the time ordering of the hypothesised petelent variable (uncertainty) here
preceded the dependent variable (slack), in theatipealisation the data for the
dependent variable preceded the data for the imdigme variable. It is recognised that
this, in conjunction with using indicators for ttegent variables uncertainty and slack,
are major sources for measurement problems. Fuomtirer the lack of support to the
hypothesised relationship between uncertainty éaak snay also be due to institutional
factors in the Norwegian local government grantesys This system has been criticised
for granting too much resources to smaller, nortraemunicipalities, and too little
resources to larger, central municipalities (Bagd Rattsg, 1996). Hence, the, negative
rank correlation of —.43 between the complexityieatbr municipal inhabitants and the
slack indicator free disposable municipal inconmyld be attributed to the grant system
and not to municipal discretion on organisationiakcls and design decisions. This
specific bivariate relationship in my data coulceréfore be spurious. Apurious
relationshipis present when two variables appear to be coaedduit the connection is
not a ‘true’ relationship. | have therefore not gfied or included the hypothesised
interaction term in hypothesis 5 between uncergaantd slack in estimation of models |
and IV. The lack of variables incorporating theadbgovernment grant system thus
indicates omitted variables and potential souré¢esis-specification in my models.

The results from regressing models | to IV on thlpuase root transformed
performance measurement index are given in tableThe reported regression
coefficients are all standardised (beta) regressiogfficients because this makes it
possible to compare directly the effect of the esgion coefficients as to their relative
explanatory power of the dependent variable. Beta coefficientis the coefficient
estimate from a regression in which the variablagehbeen standardised. It can be
interpreted as the number of standard error chaimgéise dependent variable which
results from one standard error change in the ieni@gnt variable. Only the adjusted
coefficient of determination squared?jRs given as an overall goodness-of-fit measure
for the models as this measure can be used to cemmpadels which use different
numbers of independent variables. The explanatowep for all four models was
relatively low as only 22 to 32% (F < .01) of thegal variation in the best case was

explained by the models. However, the sign of themexity/uncertainty indicator in
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model Il was opposite than predicted and moreoveelatively great magnitude. The
28% potential explanation by model Il of the totatiance is possibly more due to the
new institutionalism symbolic or isomorphism ex@#an in conventional wisdom than
to contingency theory. That is, with increasing emainty performance measurement is
also used more, but for external legitimacy andodpted from internal control, or as
adaptation to uncertainty. Thus, it seems thatfulemodel (model 1V) explained the
most (adjusted R=.32), followed by a marginally less explanatpower by the agency
theory model, and lastly the political model. Thélc choice explanation in model |,
however, was not supported, and is to be discusstgkr in chapter 7. All models have
been estimated with an intercept. All models alad b positive parameter coefficient
for this term. This may suggest that performanc@suement is common as control
model regardless of contingencies or institutiariedumstances, or that the models are
mis-specified. The latter alternative is, due te tbkewed distributions and the

likelihood of omitted variables, most plausible.

ASYMMETRIC INFORMATION AND PERFORMANCE MEASUREMENT

A consistent result over the models which used asstric information as explanation,
was that use of performance measurement increaed thie indicator for asymmetric
information, municipal manyears, increased. Marotdies may vary with size related
variables. Thus, model | with only a few indepertdaariables, gave a larger parameter
coefficient (.55) for asymmetric information, thamodel IV (.23), which had more
independent variables. For instance, if managementpetence vary positvely with
organisational size, then the reported beta coefficof .55 in model I may have
captured effects from organisational competence wedl as from asymmetric
information. Thus, one should be very cautiousterpreting the parameter in model |
and IV as a true effect of asymmetric informatiorlyo However, hypothesis 1 was not
supported in either of the two models. Hence, #seilts could be interpreted as when

there is more asymmetric information, more perfarogameasurement is used.
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Table 7. Multiple regression analysis of square root of@enance measurement

Model | Model Il Model I Model IV Hypothesis
Agency theory/ Contingency theory/  Politics Full model
public choice new institutionalism
1 Municipal manyears 1996 (asymmetric informatiorqu&e root .55 .23 H1 (-)
transformation (2.007)* (.706)

1*2 Municipal manyears 1996 (square root) * free digjptes municipal income -.06 A7 H2 (+)

1994 (square root) (interaction term of asymmaetrficrmation and slack) (-.231) (.526)
2 Free disposable municipal income 1994 (slack). Bgu@ot transformation -.16 -.38 H3 (-)
(-1.095) (-1.608)
3 Municipal inhabitants 1996 (complexity). Squaretrivansformation .52 H4 (-)
(6.850)**
4 Decentralisatioh .04 .07 H4 (-)
(0.507) (.939)
5 Mayor and deputy mayor from different parties (ficéil coalitions in the .03 A2 H6 (-)
municipal council/ambiguity). Dummy variable (0.385) (1.525)
6 Municipal centrality (management competence) -.15 -.18 H7 (+)
(-1.704) (-2.195)*
7 Leftist municipal representatives (leftist repreaéimes power) .52 49
(1.792) (1.500)
8 Municipal employees 1997 of all employed inhabicenjed 16—74 -.37 A1 H8 (-)
(bureaucrats’ power) (-1.841) (.453)

7*8 Leftist municipal representatives * municipal enydes of all employed -41 -.45 H9 (-)
inhabitants aged 16—74 (interaction term of lefégiresentatives’ power and (-1.357) (-1.382)
bureaucrats’ power)

9 Income taxper capita .20 19 H10 (+)
(2.108)* (1.500)
Intercept 6.48 5.34 10.11 5.50
(6.845)** (11.185)* (4.474)* (2.258)*
Adjusted R 31 .28 22 32
F-value 24.614** 21.381** 9.875** 9.282**

Note.Standardised regression (Beta) coefficients. Tiagin parenthesis. N=162.
*Significant at the .05-level.

**Significant at the .01-level.

a 21 missing values for decentralisation replacitid mrean.
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ASYMMETRIC INFORMATION AND SLACK

The results of models | and IV gave inconsistesiilits regarding the interaction term of
asymmetric information and slack. In model | hymsiis 2 was not supported, while in
model 1V, hypothesis 2 was supported. As model dvitolled for more variables than
model I, | assume that greater weight should ke dai the results of model IV. Thus, it
seems reasonable to assume that hypothesis 2 @npagial support. Therefore, there

could be a positive interaction relationship betwasymmetric information and slack.

SLACK AND PERFORMANCE MEASUREMENT

The relationship between the slack indicator arel afsperformance measurement was
consistent between models | and IV and negativeordoty to hypothesis 3.

Furthermore, in model IV the slack indicator wagegi a larger parameter coefficient (—
.38) than in model I. It thus seems plausible &desthat the results give support to the

notion that relatively more slack is related teslese of performance measurement.

UNCERTAINTY AND PERFORMANCE MEASUREMENT

The relationship between uncertainty and perforrmameasurement has been
investigated by several means. First, the multiptgession results given in table 7 are
presented. Then additional analyses by differeneavden means (table 8) and
crosstabulations (table 9) are presented.

Hypothesis 4 stated a negative relationship betweroertainty and use of
performance measurement. However, both the twadtolis for uncertainty used in
model Il, and the remaining indicator for uncertgidecentralisation) used in model
IV, had positive parameter coefficients. This lack support to hypothesis 4 is
congruent both with the basic agency theory explanavhich states that monitoring
increases when uncertainty increases, and thenaliee explanation of decoupled
symbolic use of performance measurement when wgrtincreases. | therefore tried

to sort out some of this unclarity by conductingrendetailed analysis of uncertainty
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and performance measurement below.

Table 8. Performance measurement and MBO by uncertaintysandces

Performance measurement MBO

Mean St.dev. Min  Max Mean St.dev. Min  Max
Chief administrative officer’s 4.40 (4.32) 0 19 0.30 (0.83) 0 6
comments
High uncertainty services
Primary schools 11.9810.17) 0 52 6.51 (14.54) 0 95
Health care and social services 19(40.21) 0 110 7.44 (15.13) 0 95
Culture and religion 8.34(7.88) 0 46 5.98 (17.18) 0 143
Per service 13.24(9.91) 0 60 6.64 (14.24) 0 100
Low uncertainty services
Central administration 7.74(7.88) 0 a7 4.01 (8.89) 0 54
Housing, commercial development, 5.04 (5.82) 0 36 3.32 (8.74) 0 59
environmental planning
Infrastructure 9.7710.86) 0 80 6.12 (14.11) 0 87
Road maintenance 1.402.31) 0 12 0.96 (3.39) 0 33
Per service 6.00(5.26) 0 38 3.60 (7.22) 0 39
All municipalities 68.10(48.46) 0 292 34.65 (68.31) 0 437

Note.Mean, standard deviation (in parenthesis), mininameh maximum of frequency counts in municipal
annual reports. All variables are untransformedl1 62:

Table 8 gives the use of performance measuremehM&BO in the 162 Norwegian
municipal annual reports in 1996 by assumed lefeingertainty and by services. The
municipalities disclosed performance measuremerst mdhe category of services with
anticipated highest degree of uncertainty. In tigh luncertainty category the mean use
of performance measurement per service was 13 aewchpga 6 in the category with
assumed lowest degree of uncertainty. Furthermibve,data in table 8 showed a
relationship contrary to expectations accordingaaventional wisdom (assuming for
the time being instrumental use of organisationahtiol). A similar picture was
revealed on the municipal use of MBO which also wesst extensive in the services
with assumed most uncertainty.

The municipalities used performance measurement mokealth care and social
services, and in primary schools. Health care acthkservices had the highest average
use of performance measurement with a mean of lidnved by primary schools with
12 and infrastructure with 10. Thus, both the tvesvies (health care and social

services, and primary schools) with highest uspesformance measurement were in
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the category with assumed highest uncertainty. Alsoservice with lowest average use
of performance measurement in the high uncertadatiggory, culture and religion

services, had a higher average use of performarezsumement than most of the
services in the category with assumed low uncdstaihhe maximum values also

showed that there was a substantial potential #&nfopmance measurement in all
services and especially in the category with assumgh uncertainty. The minimum

values showed that not all the municipalities dised performance measurement or
MBO in all services.

Thus, hypothesis 4 was neither supported when imeaioce measurement and
uncertainty was analysed with municipal level dataable 7, nor when performance
measurement and uncertainty by services was analgseble 8. Furthermore, use of
the MBO model seems to validate the results fromguthe performance measurement
index. However, as both indexes have been collebiethe same content analysis
method, other measures must be employed in ordpromide adequate multi-method

multi-trait validation of the results. The resultsnich an approach is reported in table 9.

Table 9. Municipal control models by size and decentralisat

Small municipalities® Medium municipalities® Large municipalities®
Centralised Decentralistd Centralised Decentralised Centralised Decentralised

Performance 50.8 51.3 60.9 56.6 1114 104.0
measurement (34.71) (22.02) (37.30) (35.12) (67.44) (65.16)

N=49 N=8 N=41 N=10 N=7 N=26
Management 10.8 27.5 30.6 61.7 91.1 43.6
by objectives (21.30) (53.25) (50.68) (77.32) (76.01) (75.02)
(MBO) N=49 N=8 N=41 N=10 N=7 N=26
Value for 1.9 1.9 2.2 2.2 2.7 2.6
money (VFM) (1.32) (1.36) (1.35) (1.23) (1.38) (1.44)
auditing N=46 N=8 N=39 N=10 N=7 N=26
Financial 0.7 1.1 0.7 0.4 0.6 0.7
auditind (0.71) (0.84) (0.69) (0.52) (0.54) (0.69)

N=46 N=8 N=39 N=10 N=7 N=26)

Note.Mean and standard deviation (in parenthesis)vailables are untransformed.

Less than 5,000 inhabitants.

5,000-19,999 inhabitants.

20,000 or more inhabitants.

Municipalities with one or more service groupsimdecentralised administration.

Additive index with 5 dummy variable items rargginom 0 (low emphasis) to 5 (much emphasis).
Additive index with 2 dummy variable items rangifrom 0 (low emphasis) to 2 (much emphasis).

T D QOO TY

We may assume that complexity and hence uncertamctgases with increasing

municipal size. In the Norwegian local governmeorttext it is common to assume that
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municipalities with less than 5,000 inhabitants &r&ll and municipalities with 20,000
inhabitants or more are large. However, these oatagions may vary between
countries. It is assumed that as complexity andcéenncertainty increases with
increasing organisational size, the municipalitiesy take measures in order to reduce
uncertainty to a manageable level. Common orgaaisat design approaches used to
reduce uncertainty are formalisation, specialisafod decentralisation. In table 9 the
use of four distinct organisational control modate given both by municipal size and
by decentralisation. It should be noted, thougtat tresults computed from small
numbers, for instance data from the cells with tess 10 cases, should be interpreted
with great caution due to potentially low reliatyli Table 9 shows that use of both
performance measurement, MBO and VFM auditing Bmeed with increasing
municipal size, but were moderated by decentradisatamong the largest
municipalities. Furthermore, municipal emphasis forancial auditing were largely
insensitive to variation in any particular way witgard to size and decentralisation.
This result is plausible as financial auditingegulated by law and connected with long
traditions and norms on general accepted accouptmgfice (GAAP). VFM auditing is
not standardised to the same extent as financiditiag. Neither performance
measurement nor MBO are regulated or mandated | ain alhe Norwegian local
government. Thus, the data reported in table 9tdeh not support hypothesis 4.
Moreover, both using data collected by differenthods, and using data for dissimilar
control models, provided results consistent with grevious reported results. Multi
methods provided consistent results while mulitsreevealed dissimilar results. These
findings provide enhanced corroboration to the tros validity and reliability of the

indexes developed and employed in this study.

AMBIGUITY AND PERFORMANCE MEASUREMENT

Hypothesis 6 predicted a negative relationship betw ambiguity and use of
performance measurement. However, both model diraodel IV gave consistent but
small positive parameter coefficients of the amibtjgundicator. This means that
hypothesis 6 was not supported. However, the italidar ambiguity is questionable. If

the mayor and deputy mayor do not come from theegaemty, this could also indicate a
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relatively high degree of political interparty coetiion. If one assume that both the
position of mayor and deputy mayor have substamifiience, then these positions may
have relatively more influence when there is onte such position in the parties in
question rather than in situations when there wae fuch positions within the one,
ruling party. If this critique is substantial, thehave not tested hypothesis 6. However,
if the indicator is valid for measuring politicabmpetition, then one may tentatively
assume that as political competition increasesppaance measurement is used more.
Thus, in that case, this indicator should have beeluded in model Ill rather than in

model Il

POWER AND PERFORMANCE MEASUREMENT

Except for the indicator for municipal employeesiwer, all the indicators for the
political variables’ parameter coefficients weresistent in sign across model Ill and
model IV. However, hypothesis 7 on a positive relship between management
competence and use of performance measurementavasipported. There are many
potential explanations for this result. Measurenegrirs regarding the use of municipal
centrality as indicator for management competesceitainly one.

The results gave a consistent and relatively highstable parameter coefficient for
a positive relationship between leftist represeveatin the municipal councils and use
of performance measurement.

Hypothesis 8 predicted a negative relationship égtwnunicipal employees’ power and use
of performance measurement. As model Il and mddefjave inconsistent signs for the
parameter coefficients, the results are incon@ustiowever, the parameter coefficient for the
interaction term between leftist municipal représtares and the municipal employee power
indicator were consistent and negative. Hypoth@sishich assumed a negative relationship
between adverse selection of municipal employedeftisl municipal representatives and use of
performance measurement, was supported. The teilgan the political model was municipal
dependence on local taxpayers. It was found ayeogtationship between income faer capita

and use of performance measurement in both modedilV, thus supporting hypothesis 10.
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Table 10.Municipalities ranked highest and lowest on pernfance measurement

Rank Municipality County Municipal Free Mayor anc Leftist Municipal  Municipal Participation ir MBO
inhabitants disposablc deputy mayo municipal employees ¢ grantper implementatiot
municipal from different representatives all employed capita® networks o
income parties project§
Most use of performance measurement in the anmypalrts
1 Stavanger Rogaland 105,626 1.15 Yes 0.33 0.15 2,558 Yes Yes
2 Trondheim Sar-Trgndelag 144,670 0.46 Yes 0.34 0.16 3,180 Yes Yes
3 Porsgrunn Telemark 31,959 0.57 Yes 0.47 0.17 3,677 No No
4 Alesund Mgre og Romsdal 37,527 0.37 Yes 0.26 0.14 3,306 No Yes
5 Bodg Nordland 39,916 0.59 Yes 0.49 0.14 3,380 Yes Yes
6 Tromsg Troms 57,384 0.43 Yes 0.48 0.14 5,376 Yes Yes
Central tendency 69,514 0.60° Yed 0.39 0.15 3,580 Yed Yed
Least use of performance measurement in the amapalts
157  Audnedal Vest-Agder 1,551 0.97 Yes 0.29 0.23 13,547 No Yes
158 Bygland Aust-Agder 1,346 1.99 Yes 0.40 0.32 14,250 No Yes
159  Sirdal Vest-Agder 1,753 5.17 Yes 0.21 0.35 3,409 No No
160 Austevoll Hordaland 4,274 0.74 Yes 0.22 0.20 11,314 No No
161 Iveland Aust-Agder 1,140 1.07 Yes 0.24 0.22 14,735 No No
162  Amili Aust-Agder 1,900 1.28 No 0.57 0.27 11,473 No Yes
Central tendency 1,994 1.87 Yed 0.32 0.27 11,455 No?  —
Note.

a Source: Ministry of Local Affairs and Regional\i@epment (1998).
b Source: Johnsen (1997) and Vabo (1996).

¢ Mean (N=6).

d Mode (N=6).
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CASE STUDY OF MUNICIPALITIES WITH THE HIGHEST AND ODWEST USE
OF PERFORMANCE MEASUREMENT

Case studyis a research design which is used to investigate€ontemporary
phenomenon within its real-life context and espdlciwhen the boundaries between
the phenomenon and the context are not clearlyeatidrurthermore, case studies cope
with the situation when there are more variablemntlbases (datapoints or units of
analysis). The case study research design reliesuttiple sources of evidence used for
triangulation, and benefits from prior developmehtheoretical propositions to guide
data collection and analysis (Yin, 1994). Here\éhatilised a simple case study design
in order to learn as much as possible from my dHbt&. strategic aim of a regression
analysis is basically to reveal potential commdiesiin the data by identifying or
inference population parameters. Another reseatreltegy is to reveal differences by
scrutinising ‘outliers’. One case study tactic eagching for cross-case patterns is to
select pairs of cases and then list similaritiesl @ifferences between each pair
(Eisenhardt, 1989b). For instance, the most disttases may be studied in detail in
order to understand why these cases do not fityne@@ahin a common typology or why
these cases reduce the overall fit for instanca t#gression model. While this tactic
commonly is used in building theories, here | hased this tactic in order to validate
the results from the multiple regression. Thusthit case study eventually reveals
similar conclusions as the multiple regressionatgetrust can be put in the results
reported above. If dissimilar results are reveathdn the trust in the above reported
findings would decline. Furthermore, a case studghinprovide insights which
otherwise could have been lost by using one owanfiethods alone.

Table 10 presents the six highest and the six lowasked users of performance
measurement together with 10 independent variables.data on municipalities which
have participated in performance measurement imgaéation networks or participated
in municipal administrative reform projects, aretasbed from Johnsen (1997) and
Vabo (1996). Both these studies only documentedicipail projects encompassing
performance measurement or administrative reforrhéctlwhad been evaluated or
reported in the literature. 22 of the 162 munidiped (14%) of the defined population
in this thesis had participated in one or more an@ntation networks or projects

within 1996. However, this figure could have beeao low as some municipalities may

132



Chapter 6: Results

have developed and used performance measureméoiivigarticipating in reported or
evaluated projects. The data for municipal grgetscapitawas obtained from official

statistics published by the Ministry for Local Affa and Regional Development in
1998. The other variables are identical with thevmusly reported data.

The overall results from this brief case study wira the six municipalities with
lowest use of performance measurement, all weratédcin the Southern or Western
regions. These six municipalities were all smalt they had relatively much free
disposable municipal income. They had also somelesatleftist representatives in the
municipal councils, but the mean percentage mualicgmployees of all employed
inhabitants was almost twice as large as in thegad municipalities with highest use
of performance measurement. All but one of the wipalities in the low-use group had
a relatively high dependence on resources provided grants. The remaining
municipality, Sirdal, obtained relatively much rastes from income taxes. None of the
municipalities with lowest use of performance measwent had reportedly participated
in implementation networks or projects regardingrfal control structures, and half of
these municipalities did not use MBO. The groupmainicipalities with highest use of
performance measurement were all large municipaldaind they had relatively little free
disposable municipal income. Most of these munigipa had participated in
implementation networks or projects regarding penemnce measurement or MBO, and
all but one also used MBO.

This simple case study seems to support severdeofesults reported above. Size
related variables, little free disposable municipedcome, leftist municipal
representatives, and few municipal employees welato all employed inhabitants,
seemed to be related to much use of performancesureraent. Furthermore, high
dependence on resources other than grants, patiaripin implementation structures,
and overlap of control models, seemed to be relédedhuch use of performance
measurement. Thus, also the results from the casly $ndicated that asymmetric
information, slack, bureaucracy power, and resoutependence, could be relevant
independent variables. In addition, the case stidyp identified other variables as
implementation issues and overlap of control mqdaks potential explanations in

studies of municipal performance measurement.
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CONCLUSIONS

The above reported results indicate that performameasurement is used more as
asymmetric information increases. Thus, hypothgsigas not supported. Furthermore,
the results could indicate that when there is magymmetric information then there is
also much slack. However, the results on hypoth2si®re inconclusive. There seems
to be a relation between more slack and less uggedbrmance measurement. Here
hypothesis 3 was supported by both models whicte wstimated for this relationship.
There seemed to be a positive relationship betweerrtainty and use of performance
measurement as predicted in hypothesis 4. Thisioeship was analysed with three
indicators, tested both on the organisational lewel at the service level, and controlled
for organisational design to remedy organisatiocamplexity and uncertainty, as
decentralisation. However, the results were comsistand indicated that more
uncertainty was related to more use of performaneasurement. The empirical results
were inconclusive whether this extended use of operdnce measurement under
uncertainty was instrumental or symbolic use obiinfation. The empirical results did
possibly not provide any credible test of hypothe6i on ambiguity and use of
performance measurement. On the other hand, theltgesould indicate that
performance measurement increased with increasifijicpl interparty competition.
Hypothesis 7 predicted a positive relationship leefmv management competence and
use of performance measurement. When municipatalgptwas used as indicator for
management competence, the hypothesis was not segpdregarding political
preferences and use of performance measurementitéhegure is inconclusive and
therefore no hypothesis was formulated on thiseissiowever, the empirical results
indicated consistently in two models that relatyveiore leftist representatives in the
municipal councils were related to more use of grentence measurement. While
hypothesis 8 was formulated with a negative retetiidqp between the power of
municipal employees and the use of performance ume@®nt, the results were
inconclusive in the two models which were estimdtgdhis relationship. However, the
interaction term between leftist representativeslitigpal power and municipal
employees’ power which was hypothesised to be negjat related to use of
performance measurement, was supported in both Immoded (hypothesis 9). Lastly,

hypothesis 10 on resource dependence was suppeastédere was found a positive
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relationship between income tager capita and municipal use of performance
measurement in both models estimated for thisioglship.

The above reported results must be moderated egard to the presence of likely
mis-specifications in the models, and measurementsdue to the extensive use of
indicators. One possible source of mis-specificatis estimating the models with
wrong functional forms. This problem was dealt wity certain data transformations,
but it was not entirely solved. Thus, some of i bExplanatory power of the models
could possibly be due to the presence of mis-seedifinctional forms in the models.

Another possible source of mis-specification is tbedi variables. The interaction
term between uncertainty and slack was omitted flloenmodels. One possible source
of this specific problem was the Norwegian genayant system, which was not
included in the models. The grant system is stralifu designed to redistribute
resources from central to non-central municipaitidowever, although this is disputed,
one may assume that this mechanism could haveedsnl overcompensation for non-
central drawbacks in production costs. Thus, mg dadicated that there were relatively
more slack in smaller municipalities, and relatwkdss slack in larger municipalities
with assumed more uncertain contingencies. Howethase results may be due to
omitted variables and from the Norwegian local goweent grant system specifically.
As the local government grant system had redidgiohumechanisms so as to achieve
smoothing the municipal incomes toward the natiamalan, also the indicators for
municipal resource dependence must be interpreitbdgneat caution. This means that
if a municipality had a seemingly high dependenoette local taxpayers, it must be
considered that a hypothetical potential loss bfralnicipal income taxes would not
have resulted in a subsequent identical loss inicmpal operating income. The
redistribution mechanism of the local governmerngrsystem would have intervened
and compensated for some of this loss in resourf€aghermore, the case study
indicated that both implementation issues and thegmce of overlap of control models,
possibly indicating or affecting management compete were potential explanatory
factors. These aspects may also indicate the plitysdf certain omitted variables in
the models | have used to explain municipal uggeoformance measurement.

The most severe measurement errors could possibielated to the use of size-
related indicators for asymmetric information andcertainty. Many factors are

assumed to vary with size in organisational studiée reported modelled effects of the
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variables which were measured with such indicatonsst therefore be interpreted with
great caution. Another variable which probably wascerned with measurement errors,
was the dummy variable which initially was operatiised as an indicator for
ambiguity. This indicator should possibly rathewédeen interpreted and modelled as
indicating political interparty competition and tealeen included in the political model
rather than in the conventional wisdom model of temency theory and new
institutionalism. If this was the case, then theutes indicated that performance

measurement increased with increasing politicarpdrty competition.
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7 Discussion

In this last chapter, | want to move beyond my gmedata and integrate my findings
into existing research and theory. This discusgimteeds with the following outline.
Next an overview of the findings is provided andnsolimitations with the study are
identified. The third section discusses potentigblications of the findings for current
organisation theory. The fourth section addressgdications for future research, policy

and practice. The last section presents two thaugthe closing of this project.

OVERVIEW OF FINDINGS

The initial purpose for this thesis was to enhame understanding on how
organisational control is used in political institens. However, after a while |
discovered that this may just as well be pursuedch asecond look at one of the
widespread conventional wisdom in organisationaltmd. Both my own experiences,
classics in the field, as well as several empirgtatlies, indicated rather strongly that
the conventional wisdom was not firmly establishgdempirical support, in spite of its
widespread use in textbooks. My initial researckesgion for this project was how
asymmetric information and uncertainty affect perfance measurement in political
institutions, and local government was chosen agegt for this investigation.

In chapter 2 | asserted that the political dimemsé organisational control may be
prevalent also in organisational control in geneaadd not distinct only to political
institutions. However, to apply economics of orgation in positive studies of political
institutions, it was called for an extended ap@eon for politics. Politics was related

to some of the basic purposes of political instiug which are solving of collective
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problems under coercion, and redistribution. Tadvetinderstand how economics of
organisation is used in such contexts, the diffezebetween Pareto optimality and
Kaldor-Hicks optimality was reviewed. It was arguibét as Kaldor-Hicks optimality
encompasses Pareto optimality, addresses polaitcs, makes clear that the issues of
allocative efficiency and equity are inseparablaehsions of effectiveness, the Kaldor-
Hicks criterion was deemed to be a firm foundation the positive political theory
research programme, and a fruitful perspectiveafalysing organisational control in
political institutions. The Kaldor-Hicks criterioexplicitly makes us aware of the fact
that economics of organisation in political ingiibas is as much about redistribution of
the initial resources, and about conflicts and iesas about taking initial resources as
given, compromises and winners, as the Paretorionteddresses. The Kaldor-Hicks
criterion furthermore provides a sound theoretfcainework of welfare economics to
be utilised when the economics of organisatioroibd applied in political institutions.
This theoretical framework has been drawn uponhm proceeding chapters in this
thesis. Though the claim for using welfare theond &aldor-Hicks optimality as
criterion in positive studies of political institahs are not new, it nevertheless seems to
have been neglected in several disciplines in #ber lyears, as in accounting and in
political science. The first find in this study ofganisational control in political
institutions was therefore a rediscovery and reapation of classical microeconomics,
not as more borrowing from the economics reseaschtion, but as borrowing from the
microeconomics research programme. It was furthegranggested that this theoretical
framework may also have relevance to organisatiooadrol in general and not only for
positive studies of political institutions.

In chapter 3 | reviewed literature on performanceasurement in political
institutions. Performance measurement is an issuenany theories, but especially
agency theory, classical contingency theory, oggitnal learning and the resource
dependence perspective were found to be illumigaim explaining organisational
control under asymmetric and uncertain contingenciehe second find was the
longstanding tradition of public management perfamoe research and the relatively
rich empirical literature on public sector perforroa measurement. Again, politics
turned out to be a fruitful perspective on orgatiisel control. However, more
conceptual clarity and parsimony was called fod #mns was pursued in the proceeding

chapter.
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In chapter 4 | elaborated on a conceptual modatingl asymmetric information and
uncertainty to other explanatory concepts in studi& performance measurement in
political institutions. The third find, which emed both from the review of the
literature and from investigating the conceptualdeip was the overwhelmingly
complexity permeating the issue of organisatiowaliol! in political institutions. Based
on the conceptual model | derived several testhlylgotheses from public choice,
agency theory, contingency theory, new institutisna and the resource dependence
perspective.

Chapter 5 documented the method which was utilisddst the hypotheses with the
Norwegian local government as setting. The elabwrain the research design revealed
some of the inherent methodological problems rdlate empirical studies of
organisational control and confirmed the find ofngdexity from the previous chapters.
Potential limitations regarding external validitydageneralisability from my study were
assumed to be connected to the relatively smadl gizhe municipalities in my study,
local versus central government as setting, magariersus city management-led
municipalities, and between countries which havendatory use of performance
measurement versus other countries.

Chapter 6 documented the multivariate analysis gusimultiple regression on
municipal performance measurement. The fourth ifintthis thesis was that of the three
models, only the agency theory model and the palitmodel was judged to have
received empirical support. The fifth and surpgsfmd was that the basic proposition
commonly employed in contingency theory of reldiness instrumental use of output
control uncertainty, was rejected as there was @amapé of performance measurement
and other related control models under contingsnofeuncertainty. Also the agency
theory model received more support than the publaice model. Thus, politics as well
as the alleged symbolism stood out as relevantnaliee explanation to the lack of
support to the conventional wisdom. When a full eloslas specified using all the three
models of agency theory, contingency theory/newtutsonalism and politics, this only
succeeded marginally better than the agency theooglel alone in explaining
performance measurement. However, in addition tvigmg additional empirical
support to the theoretical relevance of asymmaeatdiormation and slack, also some
empirical support was given to the relevance oftigsland resource dependence. The

empirical results thus may have corroborated tlopgsition both in agency theory and
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in positive political theory that asymmetric infaatron and political uncertainty leads
the representatives as principals to establishrgowg structures which may make their
agents monitor themselves in competition for sca@seurces.

Although the results indicated that the models wmis-specified as the overall
explanation of the phenomenon was limited, only®22% of the total variation was in
the best case explained by the models, many ofhberetically assumed conceptual
relations were estimated. Several of the hypotheskiEh were formulated congruent
with conventional wisdom, were found lacking emgaftisupport. However, their rival
explanations turned out to be fully compatible vitile research programme outlined in
chapter 3. The results were also made subject ntraiofor intervening variables as
organisational design, and the content analysifoeance measurement index was
validated in a multi-method, multi-trait approadoth these tests indicated that the
results on the use of performance measurement e@rsistent with similar control
models as management by objectives (MBO) and valumoney (VFM) auditing, and
less congruent with dissimilar control models asafficial auditing. Thus, the
performance measurement index was found valid atidfactory regarding reliability.
However, due to the general use of indicators i $tudy and the complex phenomena
investigated, it is a fact that there are measunérmeerors and in particular for the
independent variables, which in general reducegahiéty. A case study of the 12
municipalities with either the most or the lease uf performance measurement,
seemed nevertheless to support the main resulte ohultiple regression analysis.

In the positioning of the research theme and rekequestion addressed initially in
chapter 1, organisational control was seen in cutjan with a presumable
consolidation phase of the public sector in manyntees (cf. table 1). Such potential
grand reforms or ‘natural experiments’ are influsshdoy a number of factors where
organisational control in the political institut®mvolved is but one vector of variables.
It is however striking that the public sector magvé provided the leading edge on
performance measurement issues at the same tirttee aonsolidation of the public
sector may have taken place, and the effects sfréfiorm on reducing the relative size
of the public sector in many countries now may teerging. Meyer (1979) found that
public bureaucracies were considerably more openth&r environments than
stereotypes as classical bureacracy theory sugleBtere is not enough evidence to

state that performance measurement in politicaitit®ns has played a significant role
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in public sector reforms, nor has that researclstiue been addressed explicitly in this
thesis. The correlation nevertheless seems to g¢eowpotential for many new
propositions on the role of organisational conirolpublic sector reforms in further

empirical investigations.

IMPLICATIONS FOR CURRENT ORGANISATION THEORY

In the 1970s Anthony Hopwood, Professor of Accauniand editor of one of the top
four scientific journals in accounting, argued fasing a critical, organisational
perspective in accounting research (Hopwood, 1H8pwood gave several reasons for
using a critical, organisational perspective. Fithe critical perspective takes social
interests explicitly into consideration. Second, e thcritical perspective in
interdisciplinary research is a means to avoid ragsgl that certain theoretical insights
or claims are firmly established, while they intfacay not be so. To neglect this in
interdisciplinary research may result in ‘citatideg’ or focusing on findings and
perspectives that subsequently are questioned em eiscredited. Third, Hopwood
argued that the organisational perspective provaesay of building on previous
research developments. This paper has, interegimgielf, only got 16 citations in the
Social Science Citation Index including severahfroritical and postmodern scholars,
relative to his ‘near classics’ (Brown, 1996) dall studying accounting in the context
in which it operates (Hopwood, 1983), which manlyaars have utilised in arguing for
employing case studies, which has been cited 38stiri this indicates that there has
been more inductive case studies with relativetieliregard for previous studies, than
deductive or cumulative oriented studies (March999 or that a multi-theory
perspective, as organisation theory, not has be®loged, then it could explain why
the rich literature on public sector performanceasueement largely has been seemingly
unnoticed.

| have used an organisational theory perspectix@utfnout this project. However,
whether my findings may have implications for catrtheory and cumulative formation
of knowledge or not, depends on several factonst,Horesent organisation theory is
constituted by many theories, cf. for instance Ha{@997) and Pfeffer (1997).

Therefore, | have restricted my discussion onlyhe perspectives | already have dealt
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with so far in this thesis. Second, within a sgedtieory there would likely be a lack of
consensus even among distinguished scholars, hdiffeeent scholars could reach
different conclusions. Polsby (1998), in his reiegdof Thomas S. Kuhn’sThe
Structure of Scientific Revolutignargued that the resistance to change which Kuhn
described as integral to paradigm shifts, is nowsdaund less in the natural sciences
but probably more in the political and social scen A paradigmis a set of
acknowledged examples of laws, theories, experisnantl instruments which serve as
models for coherent scientific traditions (Kuhn70® Polsby concluded that the more
formal language and the more precise the empireogbectations the scientific
communities use, the more readily they can idemtiblymal science anomalies and
stimulate the replacement of scientific paradighh@rmal sciences here understood as
problem-solving activity in the context of an ortlax theoretical framework (Blaug,
1980). It should therefore be of no surprise ifoaralies’ may exist over extended
periods of time in the organisation sciences asrosgtion theory has relatively low
consensus of precise empirical expectations.

Organisation and management theory is still fragegmand without the consensus
characterising relatively more paradigmatic devetbmlisciplines as economics and
political science (Pfeffer, 1993; Donaldson, 199Bngwall, 1995). Paradigm
developmentefers to the technological uncertainty associatétl the production of
knowledge in a given scientific field or subspeityalTechnological uncertaintgneans
here that there is disagreement on the notioncératin methods, certain sequences and
programmes of study, and certain research questwilis advance training and
knowledge in a given field (Pfeffer, 1993). Witheie considerations in mind, | have
below elaborated on my opinions on the implicatiohmy findings for current theory.

Both the resource dependence/organisational legarand public choice literature
have put forward explanations as to why formal easttumental organisational control
models such as performance measurement, couldideserely used despite ambiguous
and uncertain contexts. A potential explanatiothat public sector management uses
performance measurement to increase transpareregn | about means-ends
relationships, outcomes and preferences, reducertantty, and influence both power
structures, legitimacy and resources (Abernethy Staodtlwinder, 1995). Furthermore,
the demand for information is not stemming from agement only. Political

competition may induce rivalling political candidat to demand information to
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scrutinise or challenge the ruling coalitions. Sdemands may increase with increasing
ambiguity and uncertainty. Interest groups and meday demand information from
public sector organisations, demands which couldfdmlitated with performance
measurement. Also internal actors may demand irdbom to be used for internal
politics as well as external legitimacy. Performameeasurement exemplifies that it is
difficult to distinguish between the operationalamagerial and strategic level in
management control (Langfield-Smith, 1997), as vesll between management and
politics. In summary, performance measurement cbeldvidely used by many actors
and for a variety of purposes. In the followingtgats | have elaborated in some more
detail certain potential implications of my findsgor positive theory of political
institutions, for contingency theory, for public naement theory, and for new

institutionalism.

The relevance of agency theory for political instiitions

Ramberg (1997) in his doctoral dissertatioesign and Use of Municipal Performance
Measurestook a similar position as | have taken to thetrinmmental use of performance
measurement in municipal organisations as conttagiethe alleged symbolic use.
Ramberg used document studies and interviews in $seedish municipalities in the
early 1990s in his study. He found that performammasurement had been used in
planning and feedback in formal control systems,rbaybe to a lesser extent than was
expected relative to the extensive interest ingerance measurement issues in the
early 1990s. However, this discrepancy may alsdumeto different operationalisations
of performance measurement. | have included cert@rbal conclusions in my
performance measurement index as contrasted toconlyting numerical measures. On
the other hand, Ramberg also came to several cdaime conclusions as | have come to
in my project. Specifically, Ramberg found that tiv®re organisational levels an
organisation had, the more common was the desigpedbrmance measurement. |
found that the use of performance measurementasetewith increasing asymmetry,
uncertainty and complexity. Ramberg found that démerations and units financed
through charges, the chances of designing perfarenareasures increased. | found that
use of performance measurement increased with asicrg dependence on local

taxpayers. Ramberg found that standardised or gsdeehnologies facilitated design of
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result measures. | found that there were substamierlaps between several control
models under contingencies of uncertainty.

Ramberg argued that the central hierarchical lelveth most likely were users and
that they also found it more suitable to use pertorce measures than actors at the local
level. Poister and Streib (1999), using a survegdnior municipal officials, reported
that 80% indicated that the city manager or chighimistrative officer was the primary
audience for the performance measures. These {jadare consistent with my
arguments that performance measurement does nassady imply extensive
employee participation but may be used in orgaioisat control and politics more
selectively by certain organisational actors (Jehn4999).

Ramberg (1997) did not deny that performance measemt could be used
symbolically and as a reflection of inconsisterteexal demands. However, both he and
| (and others) found that performance measurementdcfunction as signalling.
Ramberg explained use of performance measuremengraalling in the formal role of
municipal section heads in ensuring that individuabrking under different control
systems and with different terminology could adeglyainform and understand each
other. This function was termed as ‘translationewdas | have used the more traditional
concept of implementation for seemingly relatedcfions. Thus, it could be likely that
performance measurement is a means for establisemgation and trust in TIT-FOR-
TAT like strategies (Axelrod, 1984) in organisasowith relatively high degree of
asymmetry and uncertainty. Trust requires con&moed] control requires trust. These two
concepts are not mutually exclusive but rather dempnt each other (Power, 1997).
Moreover, lobbying can be costly in larger munitifes (Sgrensen, 1998). Therefore
the politicians may employ monitoring to a relalyvelarger extent in larger
organisations and in more uncertain contingenciesalsse lobbying can be a less
efficient way of receiving feedback from the constncies in such circumstances. Thus,
several of the findings | have reported in my stadg corroborated by studies with
different methods and with data from other settings

Whereas uncertainty may be reduced and profitglilitreased by standardisation in
firms, standardisation only may not be an efficisttategy for local government.
Effectiveness is pursued by efficiency and adaptgés to local preferences.
Standardisation may result in citizens’ dissatiséecand inhabitants voting with their

feet by migration to other municipalities (Tiebout956). On the other hand,
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performance measurement may be highly useful irerotd monitor the effects of

standardisation, flexibility and local adaptivenedsr instance by benchmarking
comparable local authorities. This use of formaltures may be especially relevant in
public sector organisations as they have to adagé¢ruuncertainty, but without market
competition to provide for selection of efficiemganisational forms (Alchian, 1950).

The condition of transparency furthermore may imjblgt less visible but common
control mechanisms as decibel meters, sanctiomipgointment and recruitment, have
to be complemented by formal and transparent cbsitnactures in order to both induce
change internally, as well as to provide credildgitimacy externally. However, if
formal control models as performance measuremennat adapted through coercion
for instance through governmental regulation, aoulgh strong norms for instance
through conventional wisdom, one may expect thay tAre not homogeneously
adapted. This was found in the Norwegian local gavent (cf. the low adjusted*f
table 7 and the high standard deviations in tab&@® 9), as well as in the US local
government regarding non-mandatory use of perfoomameasurement. In US
municipalities with 25,000 or more inhabitants onBB8% used performance
measurement in 1997 (Poister and Streib, 1999).

Even though there may be extensive asymmetry arerianty, organisational
control decisions are not under full control of gmsumed self-interested bureaucrats.
Put simply: public choice may provide relevant exgtions as to why bureaucrats may
resist organisational control, but agency theosnse to be more valid in explaining
how organisational control is actually used. Thasie explanation to the low
explanatory power of the empirical models reportedhapter 6 and in similar studies
(Giroux, 1989), may resemble the identification lpeon of simultaneous supply and
demands functions in econometrics. The data usexidghout this study may have
represented both the bureaucracy supply functigmedbrmance measurement, as well
as the common agency demand functions for mongorim the worst case, the end
empirical results may have become an almost mekassdpybrid. Nevertheless, agency
theory may provide substantial explanatory powerptdlic management because

agency theory addresses the issue that monit@iag organisational decision.

145



Chapter 7: Discussion

The relevance of organisational learning for contigency theory

Chapman (1997) recently reviewed contingency theaad/argued that the literature has
not yet developed a credible and comprehensiveingenicy theory of accounting. A
limitation in the present state was that essentatingency arguments were not always
recognised as such and incorporated in the comaygeheory framework. His
recommendation was to distinguish between complexitl uncertainty, arguing that it
was uncertainty that would drive an organisationfermation processing requirements,
and not complexity. Complexity may be adequatelydied by organisational design on
decentralisation, formalisation and specialisatidn. this thesis | have studied
uncertainty and its influence on information.

| have found that use of performance measuremergased with organisational size
and this was assumed to be related to uncertdihtg.find was corroborated by Poister
and Streib (1999) who reported that performancesoreaent were more prevalent in
relatively larger US municipalities. Although thestudy encompassed municipalities
with 25,000 or more inhabitants, the US municipaitext was comparable to Norway
in the respect that there was no formal mandat&®wcity and county governments to
use performance measurement systems, as thereowabef US federal (national)
government under the Government Performance andtReésct of 1993.

The results reported in my study are on the otlaedhsomewhat dissimilar to the
findings from Australian central government depamis. Alford and Baird (1997)
found that the contingency approach where probiemseasuring ends (ambiguity) and
difficulties in relating means to ends (uncertajntyas supported in explaining how the
Australian central government departments carrigidperformance measurement. One
major difference between the measurement of Alfardl Baird (1997) and the
performance measurement index presented in thiy,sta that the latter study has
extended the work of Alford and Baird (1997) antlers by also measuring verbal
expressions of performance measurement in addiiarounting frequencies of PIs in
the documents only. The reason for this was thatruhning down and proliferation of
Pls, together with economising in presenting vasbants of information in a few pages
in annual reports, may necessitate presenting hertaclusions in stead of some
numerical data. This operationalisation of perfanoea measurement may have

enhanced the construct validity of the index emgtbin the present study with regard
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to measuring performance measurement rather thasurieg use of Pls only. This may
explain why the results in my study have not sufgebrthe conventional wisdom
framework. Furthermore, Alford and Baird (1997) estigated central government
while in this study | have studied local governmd@uth ambiguity and uncertainty may
vary between these governmental levels and alseeleet countries. One may consider
that the public sector context in Australia witlp@pulation of 18.5 million inhabitants
is more complex than public sector management iwislp which only has 4.4 million
inhabitants and furthermore is a relatively riclioy.

Richness and budget constraints have been propeseentral explanatory variables
in the contingency literature (Wildavsky, 1986), elso Hood’s (1995) motif-and-
opportunity hypothesis. OECD data showed that gérgwvernment total outlays as
percent of nominal GDP in 1997 were 35% in Austraind 44% in Norway. This may
have caused a more urgent motive for Norwegianipwgactor to adopt performance
measurement as a means for optimising effectivemdde for instance reducing the
size of the public sector. Equally, marginal cossitions may have urged the
Australian government which had a relatively smallgublic sector, to adopt
performance measurement to optimise efficiency lezaf a need to utilise relatively
more scarce resources.

This discussion of the results based on contingahepry gives indeterminate
conclusions. At the service and organisationalligyeerformance measurement seems
to be used more as uncertainty increases. At thergmental or national levels, it is not
possible to state any conclusions.

Hitherto | have not discussed how the informatiamuld be used. Hedberg and
Jonsson (1978) proposed the idea that informatimtesis should be employed as
adopted strategies were hypotheses of how the isegaom and the environment work.
According to this notion information systems aresibally tools for reducing
uncertainty. Furthermore, information systems thikaly would change when both
internal and/or external relationships change d@ueational design of the information
system. Thus, it is also likely that internal andieenal power relationships may affect
design and use of information systems. Regardingirogency theory, the notion of
reducing uncertainty in a dynamic perspective i@twdoncerns me here. The issue of
politics is addressed below.

Performance measurement could be important for niggonal learning under
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uncertainty because it can reduce uncertaintyeriadghger run. These mechanisms have
been appreciated and extensively elaborated otagsical economics of organisation
(Cyert and March, 1963/1992) and classical contiogetheory (Thompson, 1967)
through standard operating procedures (SOPs). iAaafice measurement can address
inconsistencies and reveal conflicts adhering ® Klaldor-Hicks criterion. However,
performance measurement could also facilitate ¥pdoeation of learning curves both
in production and in distribution of goods. Suclplexation may circumvent win-loose
confrontations but rather turn at least some palitissues into win-win, Pareto
improvement choices.

Appreciation of the dynamic aspect of informationréducing uncertainty seems to
have faded away from the agenda in more recentngmmicy theory, as in conventional
wisdom. The notion of designed, semi-confusing rimf@tion systems in uncertain
contingencies adds exactly this dynamic elemernhé¢odevelopment of organisational
control structures as adaptation to the environmienaddition, also the relevance of
politics is added to organisational control. The o$ performance measurement as an
organisational learning instrument thus corrobarai@ompson’s (1967) concept of
opportunistic surveillance (search) in organisatiatecision making and organisational
learning, in addition to quasi-resolution of codifli uncertainty avoidance, and
problemistic search, as proposed in classical enarsoof organisation, cf. figure 7.1 in
Cyert and March (1963/1992), and in more receritut®nal theory (March and Olsen,
1989). Therefore, the notion of organisationaln@ay by reducing uncertainty seems be

a central element in further development of corgimay theory.

The relevance of politics for public management thary

The use of performance measurement in the Norwegianicipalities seems at first
sight to correlate with organisational size andriiative budget size of the services (cf.
table 8). This pattern eventually disconfirmes tmmtingency conventional wisdom
prediction. On the other hand, such a pattern cd@dhighly compatible with the
symbolism proposition. As complexity and uncertaiiricreases, organisations could
employ performance measurement as a device formattiegitimacy for organisational
control. Nevertheless, there are also alternatixpla@ations to this decoupling

proposition. In most municipalities education asgexially the health care and social
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services constitute the largest part of the buddetperformance measurement may be
idiosyncratic for most services, this may resultsubstantial fixed implementation
costs. The municipalities could therefore have $te@ most resources in control and
measurement systems in the services with highestafisorganisational resources.
Hence, extensive performance measurement coulXected in the largest services.
However, public sector is not only subject to nowhefficiency but also of reliability,
equity and transparency (Hood, 1991). Therefarpriori there is no reason to expect
that only the largest services are monitored. Alfiothe data support an explanation as
put forward in agency theory that cost-benefit adermtions govern how services are
subject to performance measurement, this is notuatiyt inconclusive with an
explanation that performance measurement also dmildésed in services with relatively
much ambiguity and uncertainty, and hence profesdigation. Professionalisation and
bureaucracies tend to be related to conflicts.

The phenomenon where the agents monitor themsalwesst seems as a reversed
principal-agent monitoring relationship in organisaal control in political institutions
(Moe, 1990) as compared to how it allegedly worksfirms. Thus, in political
institutions, the representatives may have pratecstructures not only by common
agency, but also through organisational control royltiple agents monitoring
themselves. Performance measurement may cope witrtainty in order to enhance
organisational learning in the longer run. Simudtamsly, the multiple agents impede
performance measurement on themselves due tocgaditid legitimacy. It should here
be recalled that this notion of decentralised desmmaking and political competition by
no means are new thoughts. Hayek (1945) critisedctntral planned economy for
being unable to execute optimal decisions due fornmation problems. Hence,
decentralised decisions and competition may inldinger run be fare more efficient
than centralised planning albeit one with centtahimg in theory disposes most of the
information required to make optimal allocation &sources. In this respect, the
observed PIs could be used analogously to thegmca market economy.

Schumpeter (1950), another critics of the centlahped economy, anticipated that
capitalism would eventually perish of its own sws@nd give way to some form of
public control or socialism, what many today mightl the welfare state. In order for
this postcapitalist system to work as a democrmegdom of the press and competition

for political leadership were regarded as preretpsis Thus, politics and political
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competition may be conducive for making the agentghe public sector utilise
information in order to facilitate marginal adjusints. Paraphrasing Schumpeter’s
conception of politics: Politics is not necessaaly independent factor that must be
abstracted from investigations of the fundamentatconomics. And, when it intrudes,
it plays according to one’s preferences eitherrtiie of a naughty boy who viciously
tampers with the machine when the engineer’s batkrned, or else the role ofdaus
ex machinay virtue of the mysterious wisdom of statesmem ti@ contrary, politics in
itself is being determined by the structure andest# the economic process (as in
political institutions), and becomes a conductoeféécts as completely within the range
of economic theory as any purchase or sale. Thesens of political institutions and
political competition seem to have resonance inmnomeconomic and political streams
of reform proposals, most notably in the rightsanding supply side economics of the
1970s and 1980s as a means for reforming the tatithe overly supply side regulated
welfare state, and even more recently, with leffisbates on the defintion and
implementation of ‘the third way’ in modern welfastates (Giddens, 1998).

In sum, as a market economy relies on regulation®rder for its ‘permanent
revolution’ to function efficiently, also the publsector may rely on certain means of
competition and decentralisation, certain meanscaofative destruction’, however
marginal, in addition to democracy and transparei@grtain structures of political
competition may be warranted for reforming the pukkctor in order for the public
sector to fulfill its tasks in modern welfare s&t©rganisational control then facilitates
both efficiency and legitimacy.

The resource dependence perspective is one okth@érspectives in organisation
and management theory which deal with politics. Terspective has been most
renowned for its contribution to strategy, and esdly in conjunction with network
analysis, and with mergers and acquisitions. Fdwlacs seem to have appreciated this
perspective’s foundation in classical contingendyeoty, its contribution on
organisational use of information and to organwsel learning. Paradoxically, the
elements of the resource dependence perspectivi lwhve been most valued for their
contribution to management theory and strategyerd@pendence and politics, have
seemingly gone relatively unnoticed in public maragnt where one in the first place
could have assumed that politics were even moevaat (and even is where politics

had its origin).
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A drawback with using the resource dependence eetisp in empirical analysis, is
that its concepts are not mutually exclusive reéato many other theories. For instance,
| have several places throughout this thesis miaglease that the resource dependence
perspective builds on economics of organisatioassital contingency theory, and
organisational learning. However, this critique also valid for other theories and
perspectives like the new institutionalism. Nevel#ss, the resource dependence
perspective deals with politics far more explicitiyan most other management theories.
It is therefore intriguing to incorporate the resmidependence perspective more into
public management than has hitherto been commdmnk the resource dependence
perspective and the Kaldor-Hicks criterion in conation could enhance the realism
and validity of public management research and tig@acand not only in public

management theory.

Instrumentalism, symbolism and isomorphism

The findings challenge the symbolic interpretatminthe decoupling proposition. A
counter argument to the symbolic use of informat®ithat performance measurement
systems are so complex, politically risky and s@esmsive and time consuming to
implement, that symbolic use could only serve paréial explanation. A more efficient
means to symbolise rationality could have beendmpaMBO but without Pls, which
also many organisations may have done. MBO is fimgleasier and less costly to copy
or imitate than performance measurement. Still MBQ@ublic sector organisations has
documented positive, instrumental effects, somegthperformance measurement
currently has not. However, the results showedpgbdgbrmance measurement was more
extensively reported than MBO in the 162 Norwegiamicipalities’ annual reports (cf.
table 8 and 9), although Pls only consisted of allkmart of the performance
measurement reporting. Thus, neither the convealtisisdom in contingency theory,
nor the symbolic perspective in the new institudiiem, have as yet provided an
extensive and convincing explanation to the findinfjwidespread use of performance
measurement in addition to MBO in ambiguous andettam contingencies. Formal
organisational structures in NPM may then not (pbky used as ceremonies and rituals
for organisational legitimisation and myths decedplfrom the ‘real life’ in the

organisations, but for instrumental and politicargoses also. This finding supports
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Meyer and Gupta’'s (1994) proposition that non-grofganisations tend to mix control
models. | found, but without trying to be compres$iga in accounting for the diversity
of control models, that the municipal use of perfance measurement, MBO and VFM
auditing increased with increasing uncertainty, thdt financial auditing remained
constant. Thus, due to uncertainty it could beoreti (and not only in an institutional
sense), for organisations to adapt performance une@ent as a complement to other
control structures. This idea highlights the reteeof institutional isomorphism.

The Norwegian setting has been found to be pertmpsextreme version of
centralised control of the local government (Seeand997). However, the Norwegian
government has not made performance measuremexatoayin the local government
before 2001. Still, the local governments as ageisesd performance measurement
voluntarily and extensively relative to MBO and VFRMditing. Furthermore, prior to
1996 there were in all practical respects no nadrmainfluence on the use of
performance measurement through the curriculunidorwegian management schools
and universities. Therefore, isomorphism (Powed &iMaggio, 1983) will here only
be discussed in relation to professionalisatione Tlse of performance measurement
could correlate with the initial level of clan coolf as well as with size. The results
showed extensive use of performance measuremergaith care and social services,
education, and in infrastructure services (cf.daB). Conflicts between management
and the professional norms of doctors, nursesh&acand engineers could be highly
influencing the choice of control in these servigeshe first place. Thus, an alternative
explanation to isomorphism and adoption of busimasslels to symbolise rationality
would be that performance measurement is used uadéiguity and uncertainty to
scrutinise clan control and to enhance output, \aeha or political control. However,
this explanation is probably more a part of theriegohism explanation rather than an
alternative explanation to it. Uncertainty may baticrease when professionals are
employed, as viewed from a management perspeetsve/ell as have been the cause of
employing professionals in the first place.

Gupta, Dirsmith and Fogarty (1994) combined corimzy and institutional theory in
explaining organisational control in the highly tingionalised context of operational
(VFM) audits of US governmental agencies by the éé@nAccounting Office (GAO).
Specifically, they found that audits conducted mstitutionalised settings were

associated with relatively greater use of a bunediecc mode of control
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(standardisation), and this control mode was na&o@ated with variation in the
efficiency of the audit. Furthermore, audits paried in institutionalised contexts were
perceived to exhibit higher uncertainty (e.g. taskriability, task difficulty and
supervisor interdependence). In highly instituticsead environments there was found a
path between both personal and group mode of doatrd efficiency. Lastly, size
(larger audits) was associated with higher percktask variability and difficulty. This
study gives some support to the Ouchi (1979) andstelde (1981) conventional
wisdom framework (which states that output conisahot used under contingencies of
ambiguity and uncertainty but substituted with ctamtrol), but also to a notion that
control structures could be complements and not saibstitutes. Thus, to me it seems
as though the isomorphic proposition is highly coegt both with agency theory,
classical contingency theory, as well as the resdependence perspective. Control
models may overlap in organisations, and especiailyer uncertainty. This seems to
have been corroborated also by Ramberg’s (199dy sitithe Swedish municipalities
and by the results from the Norwegian local goveannreported in this thesis. In short,
the alleged symbolic use of organisational congtalctures seems to be in need for a
revision where symbolism only is one part of a bdeyaand more complex picture of

organisational control under uncertainty.

IMPLICATIONS FOR FUTURE RESEARCH, POLICY AND PRACCE

In this thesis | have sought to pursue simplejcalitquestions combined with simple
and basic empirical research in order to enhanceioderstanding and appreciation of
positive theory on political institutions. The camtional wisdom contingency theory
seems to be in need for a closer scrutiny, andcedfmn studies in other settings are
therefore wanted. The conventional wisdom seentactoempirical support and may be
substituted with agency theory, classical contiogetmeory, the resource dependence
perspective, isomorphism, or all of these. Howetlegre seems to be a need for more
empirical studies, and also more thorough empistadliies, than have been employed
in this thesis. For instance, there are severaaaived issues regarding content analysis
in organisational control research which might hetfully pursued. One issue could be

exploring how other multivariate estimation methdiusn linear regression, for instance

153



Chapter 7: Discussion

structural equation modelling with latent variables simultaneous equations analysis
of supply and demand, might have addressed sonhe oieasurement issues.

The findings in this study may also have implicatiofor policy and practice.
Specifically, | think it could be worthwile to rénoduce more studies of the classics in
management theory. This means educational polioyldhascertain that some classical
texts (again) are incorporated into the curriculoh management schools and
universities. Furthermore, organisational contnopolitical institutions may profit from
an enhanced understanding of basic welfare thewtyahow politics is dealt with both
through protective structures and by political cetition. Both policy makers and
managers may have relatively more benefits to lapa@ by investigating the now
extensive conceptual and empirical literature oblipusector organisational control,
rather than uncritically employing business manag@mmodels, or the symbolic
perspective in new institutionalism without reg&wd the inherent politics in studies of
political institutions. However, politics may beth@a normative and a positive issue.

Finally, in order to utilise performance measuremes a local government
management instrument, it may be called for a gtraator who can impose valid
definitions and reliable measurement of selectes d”ld supervise certain levels of
development and implementation. In some counthescentral government has taken
such an active role in the implementation of pern@nce measurement systems. In
some instances the central government also denthsclssure of mandatory Pls from
local to central government and to the public agda However, when it comes to the
guestion on how specific local governments oughigde performance measurement in
their own internal management, it should be redalleat Pls are used politically and
furthermore both are run down and tend to prolteerarherefore, in order for
performance measurement to be used, it could betaiket the organisations select and
monitor those Pls which at any time are found taleeision relevant from the overall

performance measurement system.

TWO THOUGHTS IN THE CLOSING

In the closing of this thesis, there are two thdaghhich in particular cross my mind.

First, when Moe (1984) reviewed the new economfasrganisation with implications
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for the study of public bureaucracy he argued tiravocative positions doubtlessly
were needed at that point in time in the develogroébureaucratic theory. Provocative
positions were called for in order to stimulateawative work on public institutions.
Moe stated that in the long run the interplay @&aity and data could produce far more
complex theories of dynamic political processes r@hationships than modellers would
like, but that such theories would be more repriesgime of political reality than hitherto
were presented. | believe this position still se¢orisold true.

Second, when | first began questioning the congeati wisdom proposition in
organisational control, | felt more like a lonelgrktic than as a student of organisation.
However, after a while | discovered that thereraeny researchers who currently seem
to reach quite similar conclusions when questioniing conventional wisdom, and
furthermore, that much of the corresponding congdpteasoning underlying this
‘heresy’ in fact is eloquently explained in nothilegs than the much cited classics of
organisation theory. Regardless of the classicsipiown empirical findings reported
above, the conventional wisdom is disputed. Theventional wisdom seems to be
lacking strong empirical evidence, at the same t@®met has its critics and defenders.
Now, in the closing of this thesis, when | proptdse suggestions to incorporate more of
the classics of organisation theory into the cufacof business and management
schools and to do more basic but simple empiringugies, it feels like storming the
open doors of management theory. On the other hhisds, if not what normal science
ought to be, probably what normal science in orgation and management theory most
of the time is, given its relatively low level ohgadigm development. Consequently,
what seems as wide open doors to some, could meieead of as solid walls by others.
Paradoxically, this highlights the argument for momnd more basic, empirical

research, which | have tried to advance in thisithe

155



References

References

Abernethy, M.A. and Stoelwinder, J.U. 1995. Theerof professional control in the
management of complex organizatiodgcounting, Organizations and Society
20: 1-17.

Alchian, A. and Demsetz, H. 1972. Production, infation costs, and economic
organizationAmerican Economic Review2: 777—-795.

Alchian, A.A. 1950. Uncertainty, evolution, and aomic theory.Journal of Political
Economy58: 211-221.

Alford, J. and Baird, J. 1997. Performance moni@iin the Australian public services:
A government-wide analysiBublic Money and Managemenf7(2): 49-58.

Ammons, D. 1995. Overcoming the inadequacies dbpmance measurement in local
government: The case of libraries and leisure sesviPublic Administration
Review 55: 37-47.

Andersson, K. and Carlsen, F. 1997. Local publiwises and migration: Educational
change evidence from Norwegian municipaliti®eview of Regional Studjes
124-142.

Anthony, R.N. 1989Should business and nonbusiness accounting beetif®&Boston,
MA: Harvard Business School Press.

Argyris, C. 1990. The dilemma of implementing coidr The case of managerial
accountingAccounting, Organizations and Societ: 503-511.

Axelrod, R. 1984.The evolution of co-operatioiNew York: Basic Books. London:
Penguin Books 1990.

Baber, W.R. 1983. Toward understanding the roleawditing in the public sector.
Journal of Accounting and Economié&s 213-227.

Baier, V.E., March, J.G. and Seetren, H. 1986. Imgletation and ambiguity.
Scandinavian Journal of Management Studi2s 197-212. Reprinted in J.G.
March 1988Decisions and organization$50-164. Oxford: Basil Blackwell.

Baiman, S. 1990. Agency research in managerialustow. Accounting, Organizations
and Societyl5: 341-371.

Baldersheim, H. and Stahlberg, K. 1994wards the self-regulating municipality. Free
communes and modernization in Scandina&ldershot: Dartmouth.

Ball, R. and Monaghan, C. 1996. Performance reviElae British experiencd.ocal
Government Studie22(1): 40-58.

Ballantine, J., Brignall, S. and Modell, S. 1998erfBrmance measurement and
management in public health services: A comparisbnU.K. and Swedish
practice Management Accounting Resegréh71-94.

156



References

Banks, J. and Weingast, B. 1992. The political w@nbf bureaucracies under
asymmetric informatiorAmerican Journal of Political Sciencg6: 509-524.
Begadon, S. and Agocs, C. 1995. Limits to powestddy of the influence of mayors
and CAOS on municipal budgets in Ontario, 1977-198@nadian Public

Administration 38: 29-44.

Bendor, J., Taylor, S. and Gaalen, R.V. 1985. Buwredic experience vs. legislative
authority: A model of deception and monitoring mdgeting.American Political
Science Review9: 1041-1060.

Bendor, J., Taylor, S. and Gaalen, R.V. 1987. la@its, bureaucrats, and asymmetric
information.American Journal of Political Sciencgl: 796—-828.

Berman, E.M. and West, J.P. 1995. Municipal commaiitn to total quality
management: A survey of recent progréashlic Administration Reviewb5: 57—
66.

Berry, W. 1993.Understanding regression assumptioq@uantitative Applications in
the Social Sciences Series No. 92. London: Sagkcations.

Blais, A. and Dion, S. (Eds.) 199The budget-maximizing bureaucrat. Appraisals and
evidencePittsburgh, PA: University of Pittsburgh Press.

Blaug, M. 1980.The methodology of economigSambridge: Cambridge University
Press.

Blaug, M. 1985.Economic theory in retrospecdth edition. Cambridge: Cambridge
University Press.

Bollen, K.A. 1989.Structural equations with latent variabledew York: John Wiley
and Sons.

Borge, L.E. and Rattsg, J. 1993. Dynamic respotsetanging demand: A model of
the reallocation process in the small and largeiompetities in Norway.Applied
Economics25: 589-598.

Borge, L.E. and Rattsg, J. 1996. Statistikk og kemeoverfgringer. [Statistics and
municipal grants.Tidsskrift for samfunnsforskning7: 271-274.

Borge, L.E., Rattsg, J. and Sgrensen, R.J. 1994l lgpvernment service production:
The politics of allocative sluggishnegxublic Choice 82: 135-157.

Boyne, G. 1995. Population size and economies akesa local governmen®olicy
and Politics 23: 213-222.

Boyne, G. 1996. Scale, performance and local gonen reorganization: An analysis
of the non-metropolitan districtBublic Money and Managemendi6(3): 55—60.

Boyne, G. 1997. Comparing the performance of lacdhorities: An evaluation of the
Audit Commission Indicatord.ocal Government Studie®3(4): 17-53.

Boyne, G.A. and Law, J. 1991. Accountability anddibauthority annual reports: The
case of Welsh district council&inancial Accountability and Managemerit:
179-194.

Brown, L.D. 1996. Influential accounting articlesndividuals, Ph.D. granting
institutions and faculties: A citational analysi&ccounting, Organizations and
Society 21: 723-754.

Brunsson, N. 1985 he irrational organizationChichester: John Wiley and Sons.

Brunsson, N. 1989 he organization of hypocrisgZhichester: John Wiley and Sons.

Bujaki, M.L. and Richardson, A.J. 1997. A citatitail review of the uses of firm size
in accounting researcBournal of Accounting Literaturel6: 1-27.

Camp, R.C. 1989Benchmarking. The search for industry best practicg lead to
superior performance Milwaukee, Wisconsin: American Society for Qugalit
Control, ASQC Quiality Press.

157



References

Carruthers, B.G. 1995. Accounting, ambiguity, anie tnew institutionalism.
Accounting, Organization and Socigf0: 313-328.

Carter, N. 1989. Performance indicators: ‘Backs#ating’ or ‘hands off’ control?
Policy and Politics17: 131-138.

Carter, N. 1991. Learning to measure performancke Tse of indicators in
organizationsPublic Administration69: 85—-101.

Carter, N. and Greer, P. 1993. Evaluating agendeext Steps and performance
indicators.Public Administration71: 407-416.

Carter, N., Klein, R. and Day, P.1992ow organisations measure success. The use of
performance indicators in governmehbondon: Routledge.

Chan, J.L., Jones, R.H. and Luder, K.G. 1996. Madefjovernmental accounting
innovations: An assessment and future researclttdins. In J.L. Chan, R.H.
Jones and K. Luder (EdsResearch in Governmental and Nonprofit Accounting
9: 1-20.

Chapman, C.S. 1997. Reflections on a contingentv \a¢ accounting.Accounting,
Organizations and Societ@2: 189-205.

Chelimsky, E. and Shadish, W.R. (Eds.) 19&¥aluation for the 21st century. A
handbookLondon: Sage Publications.

Cohen, M.D., March, J.G. and Olsen, J.P. 1972. hage can model of organizational
choice, Administrative Science Quarterlyi7. Reprinted in J.G. March 1988,
Decisions and organization294—-334. Cambridge, MA: Blackwell.

Cole, M. and Boyne, G. 1995. So you think you knekat local government id?ocal
Government Studie21(2): 191-205.

Cyert, R.M. and March, J.G. 1963/199% behavioral theory of the firn2nd edition.
Cambridge, MA: Blackwell.

Daft, R.L. and Lengel, R.H. 1990. Information rielss. A new approach to managerial
behaviour and organizational design. In L.L. Cungsirand B.M. Staw 1990
(Eds.), Information and cognition in organizations243—-285. Greenwich,
Connecticut: JAI Press.

Dent, J.F. 1990. Strategy, organization and confoime possibilities for accounting
researchAccounting, Organizations and Societp: 3—-25.

DiMaggio, P.J. and Powell, W.W. 1983. The iron cagwisited: Institutional
isomorphism and collective rationality in organieagl fields. American
Sociological Reviey48: 147-160. Reprinted in W.W. Powell and P.M&xgio
(Eds.) 1991The new institutionalism in organizational analy€8—82. Chicago:
University of Chicago Press.

DiMaggio, P.J. and Powell, W.W. 1991. Introductidn. P.J. Powell and W.W.
DiMaggio (Eds.) 1991The new institutionalism in organizational analysis-38.
Chicago: University of Chicago Press.

Donaldson, L. 1995American anti-management theories of organizatdrrritique of
paradigm proliferationCambridge: Cambridge University Press.

Drucker, P.F. 1954The practice of managemehtew York: Harper Business 1993.

Drucker, P.F. 1976. What results should you expéctiser’'s guide to MBOPublic
Administration Revien36: 12—19.

Edwards, J. 1998. Local authority performance iatdics: Dousing the fire of
campaigning consumers®cal Government Studig®4(4): 26—45.

Egeberg, M. 1995. Bureaucrats as public policy-malked their self-interesfournal
of Theoretical Politics7: 157-167.

158



References

Eisenhardt, K.M. 1989a. Agency-theory: An assessnsrd review.Academy of
Management Review4: 57-74.

Eisenhardt, K.M. 1989b. Building theories from castedy researchAcademy of
Management Review4: 532-550.

Engwall, L. 1995. Management research: A fragmerddtiocracy?Scandinavian
Journal of Managemeni1: pp. 225-235.

Fama, E.F. and Jensen, M.C. 1983. Separation aémship and controllournal of Law
and Economics26: 301-325.

Feldman, M.S. and March, J.G. 1981. Informationonganizations as signal and
symbol. Administrative Science Quartefl26: 171-86. Reprinted in J.G. March
1988,Decisions and organizationd09-428. Cambridge, MA: Basil Blackwell.

Fiorina, M.P. 1990. Comment: The problems with PBJurnal of Law, Economics,
and Organization6: 255-261 Special Issue.

Frankfort-Nachmias, C. and Nachmias, D. 19®search methods in the social
sciences4th edition. London: St. Martin’s Press.

Galbraith, J. 1973esigning complex organizatiorReading, MA: Addison-Wesley.

Giddens, A. 1998The third way. The renewal of social democracgmbridge: Polity
Press.

Giroux, G. 1989. Political interests and governmakatcounting disclosurdournal of
Accounting and Public Poli¢y: 199-217.

Gordon, L.A. and Smith, K.J. 1992. Postauditing itzdpexpenditures and firm
performance: The role of asymmetric informatiéiccounting, Organizations and
Society 17: 741-757.

Gunsteren, H.R. van 1978he quest for control. A critique of the rationarntral-rule
approach in public affairsLondon: John Wiley.

Gupta, P.P., Dirsmith, M.W. and Fogarty, T.J. 19@®ordination and control in a
government agency: Contingency and institutionabtii perspectives on GAO
audits.Administrative Science Quarterl$9: 264—-284.

Hair, J.F. jr., Anderson, R.E., Tatham, R.L. anddBl W.C. 1992Multivariate data
analysis.3rd edition. New York: Macmillan.

Hall, C. and Rimmer, S.J. 1994. Performance manigoand public sector contracting.
Australian Journal of Public AdministratioB3: 453—461.

Hammond, T.H. 1996. Formal theory and the instingiof governancé&overnance9:
107-185.

Hanushek, E.A. 1986. The economics of schoolingdction and efficiency in public
schoolsJournal of Economic Literatur4: 1141—1177.

Hartmann, F.G.H. and Moers, F. 1999. Testing cgeticy hypotheses in budgetary
research: An evaluation of the use of moderatetkssgn analysisiccounting,
Organizations and Societ@4: 291-315.

Haselbekke, A.G.J. 1995. Public policy and perforoga measurement in the
NetherlandsPublic Money and Managemeiis(4): 31-38.

Hatch, M.J. 1997.Organization theory: Modern, symbolic, and postnrode
perspectives.ondon: Oxford University Press.

Hayek, F. 1945. The use of knowledge in soci€he American Economic Revie®b:
519-530. In L. Putterman and R.S. Kroszner (Ed9p1The economic nature of
the firm. A reader66—71. 2nd edition. London: Cambridge Universitgss.

Hedberg, B. and Jonsson, S. 1978. Designing senfusimg information systems for
organizations in changing environmem&counting, Organizations and Society
3: 47-64.

159



References

Helden, G.J. van 1998. A review of the policy angnagement instruments project for
municipalities in the NetherlandBinancial Accountability and Managemeni#:
85-104.

Hirschman, A.O. 1970EXxit, voice and loyaltyCambridge MA: Harvard University
Press.

Hjern, B. and Porter, D.O. 1981. Implementationudures: A new unit of
administrative analysi©rganization Studie®: 211-227.

Hofstede, G. 1981. Management control of public amat-for-profit activities.
Accounting, Organizations and Sociedy 193-211.

Hofstede, G. 1984Culture’s consequences. International differenaesvork-related
values.London: Sage Publications.

Holloway, J., Lewis, J. and Mallory, G. (Eds.) 19%erformance measurement and
evaluation.London: Sage Publications.

Hood, C. 1991. A public management for all seaséhgf#ic Administration69: 3—19.

Hood, C. 1995. The new public management in theO49&ariations on a theme.
Accounting, Organizations and Socie2p: 93—-109.

Hopwood, A.G. 1978. Towards an organizational pscSpe for the study of
accounting and information systemfsccounting, Organizations and Socie8;
3-14.

Hopwood, A.G. 1983. On trying to study accountinghe contexts in which it operates.
Accounting, Organizations and Socigdy 287—305.

Huber, G.P. 1991. Organizational learning: The ©Gbating processes and the
literatures Organization Science,: 88—115.

Hyndman, N.S. and Anderson, R. 1995. The use dbpeance information in external
reporting: An empirical study of UK executive agEscFinancial Accountability
and Managementl1l: 1-17.

Jackson, P.M. 1990. Public choice and public sectanagementublic Money and
Management10(1): 13-20.

Jackson, P.M. 1993. Public service performanceuatian: A strategic perspective.
Public Money and Managemenit3(4): 9-14.

Jensen, M.C. 1983. Organization theory and metlogyoThe Accounting RevigVB8:
319-339.

Jensen, M.C. and Meckling, W.H. 1976. Theory of tine: Managerial behaviour,
agency costs and ownership structiaurnal of Financial Economi¢s3: 305—
360. Reprinted in L. Putterman and R.S. Krosznets(E1996,The economic
nature of the firm. A reader315-335. 2nd edition. London: Cambridge
University Press.

Johnsen, A. 1997. Implementering av resultatméalig:analyse av empiriske forsgk i
norske kommuner. [Implementation of performance sueament: An analysis of
empirical attempts in Norwegian municipalities BETA Tidsskrift for
bedriftsgkonomill(1): 14-35.

Johnsen, A. 1999. Implementation mode and local egowent performance
measurement. A Norwegian experiencé&inancial Accountability and
Managementl5: 41-66.

Johnson, T. and Kaplan, R.S. 19&&levance lost. The rise and fall of management
accountingBoston: Harvard Business School Press.

Jones, R. and Pendlebury, M. 19%8blic sector accounting4th edition. London:
Pitman.

160



References

Kaplan, R.S. and Norton, D.P. 199%he balanced scorecardBoston: Harvard
Business School Press.

Kimberly, J.R. 1976. Organizational size and theicttiralist perspective: A review,
critique, and proposafdministrative Science Quarteyl®1: 571-597.

Kleven, T. 1993. ‘...det rullerer og det gar...". [Tgap between politics and rational
planning methodsTidsskrift for samfunnsforskning4: 31-51.

Kravchuk, R.S. and Schack, R.W. 1996. Designingatiffe performance-measurement
systems under the Government Performance and ReAatt of 1993.Public
Administration Reviepb6: 348—-358.

Krippendorff, K. 1980.Content analysis. An introduction to its methodgldgondon:
Sage Publications.

Kuhn, T.S. 1970.Vitenskapelige revolusjoners struktymhe structure of scientific
revolutions]. Oslo: Spartacus Forlag 1996.

Langfield-Smith, K. 1997. Management control systeand strategy: A critical review.
Accounting, Organizations and Socie2g: 207-232.

Langgrgen, A. and Aaberge, R. 1993 uppering av kommuner etter folkemengde og
gkonomiske rammebetingelsdCategorisation of municipalities according to
inhabitants and economic contingencies.] Report8, ¥Bslo: Statistics Norway.

Lapsley, I. and Mitchell, F. (Eds.) 199B8ccounting and performance measurement.
Issues in the private and public sectdrendon: Paul Chapman Publishing.

Laughlin, R. and Pallot, J. 1998. Trends, patteansl influencing factors: Some
reflections. In O. Olson, J. Guthrie and C. Humgh{Eds.), Global warning.
Debating international developments in new puhlarcial managemen76—
399. Oslo: Cappelen Akademisk Forlag.

Lave, C.A. and March, J.G. 197An introduction to models in the social sciendésw
York: Harper and Row.

Levitt, B. and March, J.G. 1988. Organizationakrh&ag. Annual Review of Sociology
14: 319-340.

Likierman, A. 1993. Performance indicators: 20 ydédssons from managerial use.
Public Money and Managemeiit3(4): 15-22.

Lindblom, C.E. 1959. The science of ‘muddling thghu Public Administration
Review 19: 79-88.

Lindsay, R.M. 1995. Reconsidering the status ofste$ significance: An alternative
criterion of adequacyAccounting, Organizations and Socie?: 35-53.

March, J.G. 1962. The business firm as a politezalition. Journal of Politics 24:
662—78. Reprinted in J.G. March 1988ecisions and organizationd01-115.
Cambridge, MA: Basil Blackwell.

March, J.G. 1966. The power of power. In D. Eagioh) 1966,Varities of political
theory New York: Prentice-Hall. Reprinted in J.G. Mart@88, Decisions and
organizations 116—149. Cambridge, MA: Basil Blackwell.

March, J.G. 1978. Bounded rationality, ambiguityd ahe engineering of choic&he
Bell Journal of Economi¢s9(2). Reprinted in J.G. March 198Begcisions and
organizations 266—293. Cambridge, MA: Blackwell.

March, J.G. 1988. Introduction: A chronicle of spkations about decision-making in
organization. In J.G. March 198Bgecisions and organization§—21. Cambridge,
MA: Blackwell.

March, J.G. 1999. Research on organizations: Hépethe past and lessons from the
future.Nordiske Organisasjonsstudijet: 69—-83.

March, J.G. and Olsen J.P. 198&mocratic governanc&lew York: The Free Press.

161



References

March, J.G. and Olsen, J.P. 198&®discovering institutions: The organizational Isasi
of politics.New York: Free Press.

March, J.G. and Sutton, R.I. 1997. Organizatiomafggmance as a dependent variable.
Organization Science: 697—706.

Markus, L.M. and Pfeffer, J. 1983. Power and thsigie and implementation of
accounting and control systenfccounting, Organizations and Socie8 205—
218.

Mayston, D.J. 1985. Non-profit performance indicatm the public sectofinancial
Accountability and Managemerit: 51-74.

McCubbins, M.D. and Schwartz, T. 1984. Congressionarsight overlooked: Police
patrols and fire alarm#&merican Journal of Political Scienc28: 165-179.

Mellemvik, F. and Olson, O. (Eds.) 1998egnskap i forandring. Utvikling, spredning
og bruk av kommuneregnskajg\ccounting in changeDevelopment, diffusion
and adoption of municipal accounts.] Oslo: Cappélkademisk Forlag.

Mellemvik, F., Monsen, N. and Olson, O. 1988. Fior of accounting — a discussion.
Scandinavian Journal of Manageme#t 101-119.

Meyer, J.W. and Rowan, B. 1977. Institutionalizedamizations: Formal structure as
myth and ceremonyAmerican Journal of Sociology3: 340-363. Reprinted in
W.W. Powell and P.J. DiMaggio (Eds.) 199The new institutionalism in
organizational analysisA1—-62. Chicago: University of Chicago Press.

Meyer, M.W. 1979Change in public bureaucracie€ambridge: Cambridge University
Press.

Meyer, M\W. and Gupta, V. 1994. The performance agax. Research in
Organizational Behaviqrl6: 309-369.

Mezias, S.J. 1990. An institutional model of orgarional practice: Financial reporting
at the Fortune 20Administrative Science QuarteyI$5: 431-457.

Midwinter, A. 1994. Developing performance indiaatdor local government: The
Scottish experienc®ublic Money and Managemeni4(2): 37-43.

Migué, J.-L. and Bélanger, G. 1974. Toward a gdribeory of managerial discretion.
Public Choice17: 27-43.

Milgrom, P. and Roberts, J. 1992conomic organization and managemetrglewood
Cliffs, NJ: Prentice Hall.

Moe, T.M. 1984. The new economics of organizatidamerican Journal of Political
Science?28: 739-777.

Moe, T.M. 1990. Political institutions: The negledtside of the storylournal of Law,
Economics, and Organizatipf: 213-253Special Issue.

Moe, T.M. 1991. Politics and the theory of orgatima Journal of Law, Economics,
and Organization7: 106—129 Special Issue.

Mohr, L.B. 1990.Understanding significance testinQuantitative Applications in the
Social Sciences Series No. 73, London: Sage Ptblsa

Mueller, D.C. 1989Public choice Il.Cambridge, NY: Cambridge University Press.

Nelson, R.R. and Winter, S.G. 198&n evolutionary theory of economic change
Cambridge, MA: Harvard University Press.

Niskanen, W.A. 1971Bureaucracy and representative governmehicago: Aldine
Publishing Company.

Niskanen, W.A. 1991. A reflection on bureaucracg egpresentative government. In A.
Blais and S. Dion (Eds.) 199The budget-maximizing bureaucrat. Appraisals
and evidencel3-31. Pittsburgh, PA: University of Pittsburgiess.

162



References

Nyhan, R.C. and Marlowe, H.A. jr. 1995. Performamoeasurement in the public
sector: Challenges and opportunitig3ublic Productivity and Management
Review 18: 333—-348.

Olsen, J.P. 1991. Political science and organiaatieory. Parallel agendas but mutual
disregard. In R.M. Czada and A. Windhoff-Hériti&dg.), Political choice 87—
119. Frankfurt-am-Main: Westview Press.

Olsen, J.P. and Peters, B.G. (Eds.) 12@8sons from experience. Experiential learning
in administrative reforms in eight democraci€3slo: Scandinavian University
Press.

Olson, O. 1990. Qualities of the program concephimicipal budgetingScandinavian
Journal of Managemen6: 13—-29.

Olson, O., Guthrie, J. and Humphrey, C. (Eds.) 89%lobal warning. Debating
international developments in new public finanai@nagementOslo: Cappelen
Akademisk Forlag.

Otley, D.T. 1980. The contingency theory of managetaccounting: Achievement and
prognosisAccounting, Organizations and Socieby 413—-428.

Ouchi, W.G. 1977. The relationship between orgaitnal structure and organizational
control. Administrative Science Quarteyl®2: 95-113.

Ouchi, W.G. 1979. A conceptual framework for thesige of organizational control
mechanismaMlanagement Scienc5: 833—848.

Palmer, A.J. 1993. Performance measurement in pmatrnmentPublic Money and
Managementl13(4): 31-36.

Perrow, C. 1986Complex organizations. A critical essayd edition. New York:
Random House.

Pettersen, 1.J. 1995. Budgetary control of hospitalritual rhetorics and rationalized
myths?Financial Accountability and Managementl: 207-221.

Pfeffer, J. 1990. Management as symbolic actiore Treation and maintenance of
organizational paradigms, in L.L.Cummings and B.Mtaw (Eds.) 1990,
Information and cognition in organizationd—52. Greenwich, Connecticut: JAI
Press.

Pfeffer, J. 1993. Barriers to the advance of ommional science: Paradigm
development as a dependent variaBleademy of Management Revjel8: 599—
620.

Pfeffer, J. 1997 New directions for organization theory. Problemsdaprospects.
Oxford: Oxford University Press.

Pfeffer, J. and Salancik, G. 1978he external control of organizations. A resource
dependence perspectiew York: Harper and Row.

Picciotto, R. 1999. Towards an economics of evaunaEvaluation 5: 7-22.

Poister, T.H. and Streib, G. 1995. MBO in municigavernment: Variations on a
traditional management todtublic Administration Revievb5: 48-56.

Poister, T.H. and Streib, G. 1999. Performance areasent in municipal government:
Assessing the state of practi€ublic Administration Reviews9: 325-335.

Pollitt, C. 1986. Beyond the managerial model: Thse for broadening performance
assessment in government and the public servigeancial Accountability and
Management2: 155-170.

Pollitt, C. 1988. Bringing consumers into performanmeasurement. Concepts,
consequences and constraiftslicy and Politics 16: 77-87.

Polsby, N.W. 1998. Social science and scientifiangfe: A note on Thomas S. Kuhn’s
contribution.Annual Review of Political Scienck 199-210.

163



References

Pong, C.K.M. and Whittington, G. 1994. The detemnits of audit fees: Some
empirical modelsJournal of Business Finance and Accountiag: 1071-1095.

Power, M. 1997The audit society: Rituals of verificatio@xford: Oxford University
Press.

Ramberg, U. 199Utforming och anvandning av kommunala verksamhetsfiésign
and use of municipal performance measures.] Ddcthsaertation. Lund: Lund
University Press.

Ridgway V.F. 1956. Dysfunctional consequences offopmance measurement.
Administrative Science Quarterly: 240-247.

Rodgers, R. and Hunter, J.E. 1992. A foundationg@bd management practice in
government: Management by objectiv@siblic Administration Reviews2: 27—
39.

Rowlinson, M. and Procter, S. 1997. Efficiency gmver: Organizational economics
meets organization theorgritish Journal of Mangemen8: S31-S42.

Rubin, M.A. 1988. Municipal audit fee determinanfbe Accounting Review3: 219—
236.

Rubin, M.A. 1992. Recent public choice researclevaht to government accounting
and auditingResearch in Governmental and Nonprofit Accountihd 29-145.

Schumpeter, J.A. 195@apitalism, socialism and democra@rd edition. New York:
Harper and Brothers.

Scott, W.R. 1999 nstitutions and organizationg housand Oaks: Sage Publications.

Selznick, P. 1957.Leadership in administration. A sociological integpation.
California Paperback edition 1984. Berkeley: Unsigrof California Press.

Simon, H.A. 1947/1997Administrative behavior. A study of decision-makpngcesses
in administrative organizationgth edition. New York: The Free Press.

Smith, P. 1988. Assessing competition among loatiaities in England and Wales.
Financial Accountability and Manageme#t 235-251.

Smith, P. 1993. Outcome-related performance indisadand organizational control in
the public sectoBritish Journal of Managemend: 135-151.

Smith, P. 1995. On the unintended consequenceshishing performance data in the
public sectorinternational Journal of Public Administratioi8: 277-310.

Steers, R.M. 1975. Problems in the measurementrgénzational effectiveness.
Administrative Science Quarterl®0: 546-558.

Stigler, G.J. 1972. Economic competition and paditicompetition Public Choice 13:
91-106.

Stinchcombe, A. 1997. On the virtues of the olditaBonalism. Annual Review of
Sociology 23: 1-18.

Streib, G.D. and Poister, T.H. 1999. Assessingvtiility, legitimacy and functionality
of performance measurement systems in municipalemovents. American
Review of Public Administratio29: 107-123.

Swieringa, R.J. and Weick, K.E. 1987. Managemeobaating and actiorAccounting,
Organizations and Societ§2: 293-308.

Sgrensen, R.J. 1994. Improving government resoattmation: The impact of
alternative budgetary methodsiternational Review of Administrative Sciences
60: 5-22.

Sgrensen, R.J. 1995. The demand for local govermguads: The impact of parties,
committees, and public sector politicianEuropean Journal of Political
Research27: 119-141.

164



References

Sgrensen, R.J. 1997. The legitimacy of Norwegiarallgovernment: The impact of
central government controlsEnvironment and Planning C: Policy and
Governmentl5: 37-51.

Sgrensen, R.J. 1998. Targeting the lobbying effidre importance of local government
lobbying.European Journal of Political Researcd4: 301-327.

Sgrensen, R.J. and Hagen, T.P. 1995. Do localiqatis respond to citizens’
demands?: A microanalysis of Norwegian local gowent. Scandinavian
Political Studies18: 53-71.

Tannenbaum, A.S. 1968ontrol in organizationsNew York: McGraw-Hill.

Thompson, F.J. and Riccucci, N.M. 1998. ReinvengiogernmentAnnual Review of
Political Sciencel: 231-257.

Thompson, G.D. 1995. Problems with service perforceaeporting: The case of public
art galleriesFinancial Accountability and Managementl: 337—-350.

Thompson, J.D. 196 0rganizations in action. Social science bases ohiadstrative
theory New York: McGraw-Hill.

Tiebout, C. 1956. A pure theory of local expenditdournal of Political Economy64:
416-24.

Vabo, S.I. 1996Endringer i kommunale styringsmodeller. Begrunmelgenhold og
evaluerte effekter[Developments in municipal control models. Jusdifions,
content and evaluated effects.] NIBR-working pad®96:128. Oslo: Norsk
institutt for by- og regionforskning.

Ward, D.D., Elder, R.J. and Kattelus, S.C. 1994tHar evidence on the determinants
of municipal audit feesThe Accounting Review9: 399-411.

Watts, R.L. and Zimmerman, J.L. 1983. Agency protdeauditing, and the theory of
the firm: Some evidencdournal of Law and Economic26: 613—633.

Webb, E.J., Campbell, D.T. and Schwartz, R.D. 1986@w0obtrusive measures:
Noncreative research in the social sciend@sicago: Rand McNally.

Weber, M. 1947The theory of social and economic organizatidew York: The Free
Press.

Weber, R.P. 199@asic content analysi2nd edition. Quantitative Applications in the
Social Sciences Series No. 49. London: Sage Ptblsa

Weick, K.E. 1995Sensemaking in organizatiorithousand Oaks: Sage Publications.

Whetten, D.A. 1989. What constitutes a theoreticahtribution? Academy of
Management Review4: 490—495.

Wholey, J.S. and Hatry, H.P. 1992. The case fofopmance monitoring.Public
Administration Reviepb2: 604-610.

Wildavsky, A. 1966. The political economy of efecicy: Cost benefit analysis, systems
analysis, and program budgetifublic Administration Review26: 292—-310.

Wildavsky, A. 1969. Rescuing policy analysis fronPB5. Public Administration
Review 29: 189-202.

Wildavsky, A. 1978. Policy analysis is what infortioa systems are noAccounting,
Organizations and Societg: 77—-88.

Wildavsky, A. 1986.Budgeting. A comparative theory of budgetary preess2nd
edition. New Brunswick, NJ: Transaction Publishers.

Williamson, O.E. 1990. Political institutions: Theeglected side of the story —
comment.Journal of Law, Economics, and Organizatidst 263—266 Special
Issue.

Worsham, J., Eisner, M.A. and Ringquist, E.J. 1983sessing the assumptions. A
critical analysis of agency theodministration and Societ28: 419-440.

165



References

Yin, R.K. 1994.Case study researcbBesign and method&nd edition. Thousand Oaks,
CA: Sage Publications.

Zimmerman, J.L. 1977. The municipal accounting ma&e analysis of political
incentives.Journal of Accounting Researctt (Supplement): 107-144.

Aaberge, R. and Langgrgen, A. 1997. Fiscal and dspgnbehaviour of local
governments: An empirical analysis based on Noraregiata. Discussion papers
No. 196. Oslo: Statistics Norway.

166



Index

Index
Abernethy, M.A., 155 Baiman, S., 37
accountability, 59, 71, 73, 95, 106 Baird, J., 58, 59, 105, 159
annual report, 37, 66, 91, 101, 102, 103, Baldersheim, H., 100
105, 126, 139, 159, 165 Ball, R., 54
accounting Ballantine, J., 70
accounting research, 34, 122, 153 Banks, J., 56
accrual accounting, 106 Barone, Enrico, 48
financial accounting, 20, 51, 87, 96 Begadon, S., 87
financial disclosure, 102 Bélanger, G., 36, 81
financial statement, 103, 106 Bendor, J., 20, 56
advocat, 67, 73 Berman, E.M., 64
agency theory Berry, W., 111
agency relationship, 45 Black, W.C., 107
and performance measurement, 19 Blais, A., 18, 80, 82
asymmetric information, 29 Blaug, M., 48, 49, 57, 154
bonding, 38 Bollen, K.A., 106, 111
common agency, 47, 52, 71, 158, 162 Borge, L.E., 18, 113, 117, 135
influence cost, 81 Boyne, G., 23, 59, 67, 70, 105, 112
monitoring, 19 Brignall, S., 70
positive agency theory, 38 Brown, L.D., 153
principal-agent theory, 37 Brunsson, N., 67, 70, 95, 96
private information, 29 Bujaki, M.L., 122
property right, 44, 46, 50, 52 Camp, R.C., 54
residual, 44 Campbell, D.T., 101
signal, 64, 70, 156 Canada, 93
Agdcs, C., 87 Carlsen, F., 19
Alchian, A., 19, 38, 39, 72, 157 Carruthers, B.G., 94
Alford, J., 58, 59, 105, 159 Carter, N., 64, 66, 68, 71
Ammons, D., 54, 59 case study, 144
Anderson, R., 66, 70, 105 Chan, J.L., 87
Anderson, R.E., 107 Chapman, C.S., 158
Andersson, K., 19 Chelimsky, E., 20
annual reportSeeaccountability Cohen, M.D., 35
Anthony, R.N., 106 Cole, M., 23
Argyris, C., 58 competence, 45, 54, 69, 70, 87, 109, 116, 136
auditing Congress, 30, 36
financial audit, 118, 127, 141, 152, 165 content analysis, 101
value for money (VFM) audit, 20, 54, 118, contingency theory
127, 141, 152, 165, 166 and performance measurement, 19
Australia, 58, 93, 159 complex organisations, 40
Axelrod, R., 157 complexity, 22
Baber, W.R., 20, 85 contingency fit, 134
Baier, V.E., 58 contingency theory research, 58

167



Index

decentralisation, 114 central government, 64, 73, 99, 100, 124,
organisational design, 46, 66, 114 151, 159, 168
uncertainty, 25, 26, 29 local government, 23
control Greer, P., 64
and levels, 155 guardian, 67, 73
organisational control, 17 Gunsteren, H.R. van, 53
over local government, 99 Gupta, P.P., 58, 166
conventional wisdom, 21 Gupta, V., 53, 64, 94, 97, 116, 165
culture, 93 Guthrie, J., 36, 96, 99
Cyert, R.M., 17, 20, 34, 40, 41, 43, 45, 51, 160, Gaalen, R.V., 20, 56
161 Hagen, T.P., 18, 90
Daft, R.L., 70, 84 Hair, J.F., 107, 108
Day, P., 64 Hall, C., 66
Demsetz, H., 20, 38 Hammond, T.H., 17, 24
Denmark, 93 Hanushek, E.A., 113
Dent, J.F., 57 Hartmann, F.G.H., 119
DiMaggio, P.J., 23, 58, 74, 84, 86, 94 Haselbekke, A.G.J., 64, 105
Dion, S., 18, 80, 82 Hatch, M.J., 31, 154
Dirsmith, M.W., 58, 166 Hatry, H.P., 59
Donaldson, L., 20, 31, 34, 58, 103, 154 Hayek, F., 162
Drucker, P.F., 108 Hedberg, B., 160
ecology Helden, G.J. van, 64
organisation ecology, 39, 74 Herfindahl-index, 89, 115
population ecology, 34 Hirschman, A.O., 81
econometrics, 121, 158 history, 23, 39, 41, 83, 87
economics Hjern, B., 69
and power, 57, 77 Hofstede, G., 21, 22, 57, 93, 166
economics of organisation Holloway, J., 19
bounded rationality, 65, 103 Hood, C., 29, 82, 88, 92, 96, 160, 162
defined, 34 Hopwood, A.G., 53, 153
slack, 81 Huber, G.P., 41
Edwards, J., 70 Humphrey, C., 36, 96, 99
effectiveness, 25 Hunter, J.E., 108
efficiency, 25 Hyndman, N.S., 66, 70, 105
allocative efficiency, 18 implementation
cost efficiency, 18 actor roles, 168
Kaldor-Hicks efficiency, 48, 57, 150, 161 as investment project, 68
Pareto efficiency, 48, 57, 150, 161 as translation, 157
Tiebout efficiency, 19, 56, 91, 157 barriers, 87
Egeberg, M., 37, 70 bottom-up, 25, 69
Eisenhardt, K.M., 37, 144 defined, 38
Eisner, M.A., 39 empirical studies, 58
Elder, R.J., 123 garbage can process, 35, 67
Engwall, L., 154 implementation cost, 162
equity, 25, 49, 56 implementation failure, 18, 96
evaluation, 19 implementation structure, 69, 88, 144, 145
Fama, E.F., 38, 44, 80 implementation success, 54
Feldman, M.S., 66 implementation theory, 39
Finland, 93 lagged implementation, 66
Fiorina, M.P., 30 phases of implementation, 67
Fogarty, T.J., 58, 166 resistance, 58, 81
Frankfort-Nachmias, C., 99, 106, 120 top-down, 39, 69
Galbraith, J., 83 index, 106
General Accounting Office (GAO), 166 information
Germany, 93 decibel meter, 73
Giddens, A., 163 information overload, 41, 70
Giroux, G., 102, 127, 158 information richness, 70, 84
Gordon, L.A., 110 negative political feedback, 73
government symbolic use, 66

168



Index

information system, 42, 43, 67, 69, 70, 71, 83,
103, 114, 160
institution
defined, 17
purposes of political institutions, 43
theories of political institutions, 17
institutionalism
ambiguity, 85
and power, 58
decoupling, 31, 58, 69, 74, 86, 94, 161
isomorphism, 22, 74, 86, 166
new institutionalism, 21, 22, 26, 35, 58, 74
old institutionalism, 65
organisational field, 23
symbolism, 24, 44, 164
interest group
disempowering, 70
information demand, 155
information processing cost, 37
lobbying, 25
monitoring agencies, 56
monitoring cost, 56
power and influence, 87, 89, 116, 117
residual claim, 45
trade union, 117
utilise reports from, 24
Ireland, 93
Italy, 93
Jackson, P.M., 37, 69, 93
Jensen, M.C., 19, 20, 29, 37, 38, 44, 45, 68, 80
Johnsen, A, 69, 103, 105, 108, 144, 156
Johnson, T., 54
Jones, R., 31, 87
Jonsson, S., 160
Kaplan, R.S., 54
Kattelus, S.C., 123
Kimberly, J.R., 122, 133
Klein, R., 64
Kleven, T., 106
Kravchuk, R.S., 64
Krippendorff, K., 104, 109
Kuhn, T.S., 154
Langfield-Smith, K., 79, 155
Langergen, A., 18, 89, 111, 112, 114, 118
Lapsley, 1., 45, 54
Laughlin, R., 87, 88
Lave, C.A, 91, 92
Law, J., 59, 105
leadership
institutional leadership, 65
leadership style, 39
municipal leadership, 87
political leadership, 89, 163
Lengel, R.H., 70, 84
Levitt, B., 41, 42
Lewis, J., 19
Likierman, A., 69
Lindblom, C.E., 68
Lindsay, R.M., 120, 122

169

Luder, K.G., 87, 92, 96
Mallory, G., 19
management by objectives (MBO), 64, 108,
152, 164
March, J.G., 17, 20, 31, 34, 35, 40, 41, 42, 43,
45, 51, 58, 66, 79, 91, 92, 153, 160, 161
Markus, L.M., 58
Marlowe, H.A., 69
Mayston, D.J., 59, 93
McCubbins, M.D., 20
Meckling, W.H., 19, 20, 38, 45, 68
media
and information strategy, 91
and political pressure, 117
complement to performance measurement,
56
freedom of the press, 163
influence on organisational control, 94
information demand, 155
news, 36
Mellemvik, F., 54, 103
Meyer, J.W., 22, 57, 86, 105
Meyer, M.W., 47, 53, 64, 93, 97, 116, 153, 165
Mezias, S.J., 102
Midwinter, A., 68
Migué, J.L., 36, 81
Milgrom, P., 29, 82
Mitchell, F., 45, 54
Modell, S., 70
Moe, T.M., 26, 30, 35, 37, 38, 39, 43, 44, 48,
49, 58, 73, 162, 168
Moers, F., 119
Mohr, L.B., 120, 121
Monaghan, C., 54
Monsen, N., 54
Mueller, D.C., 36, 77, 80, 82
municipality
chief administrative officer, 46, 87, 116,
123, 125, 156
mayor, 46, 87, 123, 151
Nachmias, D., 99, 106, 120
Nelson, R.R., 39
Netherlands, 58, 64, 93
network.Seeimplementation structure
new public management (NPM), 29, 59
New Zealand, 58, 93
Niskanen, W.A., 36, 37, 45, 79, 82, 110
Norton, D.P., 54
Norway, 19, 58, 66, 88, 90, 93, 99, 103, 110,
113, 115, 123, 159, 160
Nyhan, R.C., 69
Olsen, J.P., 31, 35, 42, 96, 161
Olson, O., 36, 54, 96, 99, 103
opportunism, 29
organisation theory
and paradigm development, 154
classics, 20, 167, 169
organisational goal
myopia, 71



Index

suboptimisation, 71
tunnel vision, 71
organisational learning
and performance measurement, 41
defined, 41
memory, 41, 42
standard operating procedure (SOP), 41
Otley, D.T., 78, 79, 83, 114
Ouchi, W.G., 21, 22, 57, 105, 116, 166
Pallot, J., 87, 88
Palmer, A.J., 66, 105
paradigm.Seescience
Pareto, Vilfredo, 48
parliament, 111
participation, 108, 156
Pendlebury, M., 31
performance measurement
and economy, 56
and learning curves, 161
and levels, 41
and power, 66
and quality, 56
and resistance, 70
and transparency, 67, 155
benchmarking, 19, 40, 72, 157
cost-benefit analysis, 54
creaming, 71
decision relevance, 59
dysfunction, 56, 71, 72
embarrassment effect, 64
environmental scanning, 19
evaluation, 19
gaming, 72
hands-off control, 64
measure fixation, 72
metering, 19
misinterpretation, 70
misrepresentation, 71
monitoring, 19, 24, 38, 41
ossification, 72
performance indicator (PI), 51
policy analysis, 48, 54, 57
proliferation, 22, 53, 70
review, 19
running down, 70, 105
surveillance, 19, 40
Perrow, C., 39
Peters, B.G., 42
Pettersen, 1.J., 113
Pfeffer, J., 17, 19, 20, 34, 42, 58, 66, 74, 83, 84
87, 105, 154, 155
Picciotto, R., 54
planning
budgeting, 22, 24, 26, 37, 67, 68, 72
central planning, 56, 162
planning, programming and budgeting
systems (PPBS), 21
Soviet literature, 56, 72
Poister, T.H., 64, 123, 124, 127, 156, 158, 159

170

political science
and new institutionalism, 26, 35, 95
and paradigm development, 154
and public choice, 35
and welfare theory, 150
borrowing from, 30
Pollitt, C., 56, 105
Polsby, N.W., 154
Pong, C.K.M., 133
Porter, D.O., 69
Powell, W.W., 23, 58, 74, 84, 86, 94, 165
Power, M., 20, 54, 157
Procter, S., 57
professionals, 22, 24, 90, 165
public administration
and performance measurement, 19
review, 19
public choice
and power, 77
bureau, 36, 79
bureaucrat, 79
defined, 35
local government studies, 17
oversight, 20
political competition, 85, 163
political entrepreneurs, 85
review of research, 34
spending preferences, 88
sponsor, 36
public finance
grant system, 135, 147
local government studies, 17
tax, 18, 23, 89
public sector
and opportunism, 36
in transition, 29
the third way, 163
welfare state, 99
Ramberg, U., 124, 155, 156, 166
ratchet-effect, 72
Rattsg, J., 18, 113, 117, 135
reform, 29, 37, 42, 95, 96, 152, 153, 163
reinventing government, 29, 59
reliability
accuracy, 107
Cronbach’s alpha, 107, 108
proxy variable, 111
stability, 107
resource dependence perspective
and performance measurement, 19
coalition, 42, 50
mergers and acquisitions, 163
politics, 163
strategy, 163
Riccucci, N.M., 29
Richardson, A.J., 122
Ridgway, V.F., 19, 56
Rimmer, S.J., 66
Ringquist, E.J., 39



Roberts, J., 29, 82
Rodgers, R., 108
Rowan, B., 22, 57, 86, 105
Rowlinson, M., 57
Rubin, M.A,, 34, 127
Salancik, G., 19, 20, 42, 66, 83, 84, 87, 105
Scandinavia, 99, 100
Schack, R.W., 64
Schumpeter, J.A., 162
Schwartz, R.D., 101
Schwartz, T., 20
science
normal science, 154
paradigm, 154
paradigm development, 154
research programme, 30
technological uncertainty, 154
Scotland, 68
Scott, W.R., 27, 31, 35
search
opportunistic surveillance, 40, 161
problemistic search, 40, 161
Selznick, P., 66
Shadish, W.R., 20
Simon, H.A., 17, 19, 20, 54, 72, 106
Smith, K.J., 110
Smith, P., 56, 64, 105
sociology
and bureaucracy, 35
and new institutionalism, 26, 35
South-Africa, 93
Spain, 36
statistics, 42, 51, 68, 100, 102, 103
Steers, R.M., 79
Stigler, G.J., 115
Stinchcombe, A., 103
Stoelwinder, J.U., 155
Streib, G., 64, 123, 124, 127, 156, 158, 159
Stahlberg, K., 100
Sutton, R.1., 79
Sweden, 59, 88, 93
Swieringa, R.J., 103
Switzerland, 93
Seetren, H., 58

Index

171

Sgrensen, R.J., 18, 47, 66, 88, 89, 90, 100, 117,
157, 165

Tannenbaum, A.S., 17

Tatham, R.L., 107

Taylor, S., 20, 56

techie, 69, 73

Thompson, F.J., 29

Thompson, G.D., 59, 70

Thompson, J.D., 19, 20, 21, 25, 40, 41, 66, 83,
84, 160, 161

Tiebout, C., 18, 56, 157

total quality management (TQM), 64

transaction cost analysis (TCA), 34

transparency, 51, 157, 162

United Kingdom (UK), 54, 58, 64, 66, 68, 88,
93, 124

United States (US), 18, 36, 54, 59, 88, 93, 99,
123, 124, 126, 158, 159, 166

Vabo, S.I., 144

validity
construct validity, 108, 159
external validity, 123
internal validity, 99, 123

Ward, D.D., 123

Watts, R.L., 20

Webb, E.J., 101

Weber, M., 35

Weber, R.P., 101, 104, 107, 108, 109

Weick, K.E., 85, 103

Weingast, B., 56

welfare stateSeepublic sector

West, J.P., 64

Whetten, D.A., 78

Whittington, G., 133

Wholey, J.S., 59

Wildavsky, A., 19, 21, 22, 48, 54, 57, 65, 67,
69, 113, 160

Williamson, O.E., 30

Winter, S.G., 39

Worsham, J., 39

Yin, R.K., 144

Zimmerman, J.L., 20, 37, 50, 51, 88

Aaberge, R., 18, 89, 111, 112, 114, 118



Index

172



