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Theories of Public
Service Improvement:
An Introduction
George Boyne, Tom Entwistle,
and Rachel Ashworth

Introduction

It is commonplace for public management scholarship to point to waves of reform
reshaping public service delivery across the globe (Hood 2000; Pollitt and Bouck-
aert 2004). In such a way the tools of the cnew pmblic management' have been
widely described as challenging the assumptions and practices of traditional public
administration (Hood 1991). The move from government to 'governance' is used
to chart the 'hollowing out' of the state and the rise of increasingly fragmented
networks of public service delivery organizations (Rhodes 1996; Stoker 1998).
More recently, scholars have sought to combine these descriptive endeavours by
pointing variously to a 'new public service', 'public value management', or 'new
public governance' as heralding the next chapter in the history of public manage-
ment reform (Denhardt and Denhardt 2000; Stoker 2006; Osborne 2006).

While scholars rightly question the suitability of these labels—considering,
for example, whether the new public management really was new and in turn
whether it has been replaced or changed—the prominence of the individual
ingredients which make up these reforms is undeniable (Entwistle, Marinetto,
and Ashworth 2007; O'Flynn 2007). The public management journals contain
many detailed studies of competition, regulation, leadership, partnership, in-
novation, and so forth. The reasoning behind the introduction of these reforms
is as debated as the labels given to them. Some identify the very global character
of these changes as rooted in neo-liberal hegemony of the last three decades or
so (Geddes 2000). Others point to policy advocacy, lesson drawing, and
imitation between countries (Common 1998). Still others consider the indi-
vidual incentives as perceived by senior policy-makers (Dunleavy 1986).

The suggestion that these reforms might genuinely have been introduced to
deliver public service improvement has received rather less attention in the
literature. This is surprising because it is this rationale that very often provides
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the official justification for the introduction of these radical changes. There
are, indeed, good instrumental reasons to think that policy-makers might be
sincerely committed to the improvement agenda. Improved public services
promise, for example, to enhance public welfare, reduce public expenditure,
promote economic growth, and, of course not the least, boost the electoral
prospects of political incumbents.

When viewed, however, from the service improvement perspective the public
management reform agenda has moved faster than academic theory and evi-
dence. Despite calls for evidence-based policy and practice (Boaz et al. 2006,
2008), few of the policies that have been adopted have been underpinned by a
clear causal logic or a body of supportive empirical results. Similarly, although
perhaps surprisingly, little of the academic work focused on these reforms has
sought to test claims that particular reforms have actually delivered service
improvement (Pollitt 2000). The vast majority of public management scholar-
ship considers the improvement question only implicitly, focusing instead on
the political and organizational implications of particular policy initiatives.

The purpose of this book is to take a step back from the very detailed debates
about particular policies which prevail in different sectors and consider the
theoretical and empirical underpinning of public management reforms as
improvement mechanisms. What is their theoretical basis? Do predictions of
'improvement' flow directly from those assumptions? Is the expectation that
the reforms will lead to better services supported by empirical evidence? We
consider these questions by identifying and unpacking the theoretical basis of a
range of strategies for service improvement. We review the results of empirical
evaluations of public service reforms from the developed world, drawing in
addition, on a range of evaluations conducted by the authors of this book, both
individually and collectively over the last ten years. These 'Cardiff studies of
public service improvement' provide a unique basis for evaluating the theoret-
ical and empirical validity of public management reforms.

In this introductory chapter we deal with three main issues. First, we
consider the meaning of the term 'public service improvement'. We identify
a variety of interpretations of improvement and suggest that individual
reforms may have contradictory effects and that whole programmes of reform
are almost certain to do so. Second, what does a 'good' theory of public
service improvement look like? We argue that a valid theory should have clear
assumptions and a consistent causal logic, an explicit description of the
mechanisms of improvement, and specific predictions not only about the
consequences that will be produced, but also about the circumstances under
which these are likely to occur. Third, we describe the 'Cardiff studies of
public service improvement' which, together with a review of evidence from
research conducted across the developed world, provide us with our evidence
base. Finally, we summarize the reform mechanisms that we focus upon in
this book, and provide an overview of its structure and content.
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What is public service improvement?

Public service improvement can be defined relatively easily in conceptual
terms. Boyne describes it as ca closer correspondence between perceptions of
actual and desired standards of public services' (Boyne 2003a, p. 223).
Unfortunately the measurement of 'actual and desired standards' is far from
straightforward. It is possible, though, to identify three approaches to the
measurement of standards in the literature.

The outcome or 'goal attainment model' is premised on the assumption
that all public services might reasonably be expected to fulfil policy goals of
one form or another (Amirkhanyan, Kim, and Lambright 2008, p. 328).
Health services are provided to sections of society who would not otherwise
purchase them on the assumption that a healthier population will benefit us
all both socially and economically. The outcome-focused approach to service
improvement suggests that changing performance, and with it the possibility
of improvement, should be judged in terms of the realization of outcomes
framed in specific policy interventions. In such a way the goal or purpose of a
health service might be to raise the standards of the population's physical
well-being, suggesting that improvement could be assessed by examining
indicators of morbidity and mortality. Certainly the literature on organiza-
tional effectiveness in the public sector draws heavily on this model. Rainey
and Steinbauer (1999, p. 13), for example, argue that a public agency is more
effective if it 'achieves the mission as conceived by the organization and its
stakeholders, or pursues achievement of it in an evidently successful way'.

There are however at least two significant difficulties with the outcome-
focused approach to defining and measuring service improvement. First,
some policies and services may not have explicitly articulated formal goals.
Indeed goal ambiguity is often identified as one of the defining features of
public sector organizations (Rainey 1989, 1993). Reflecting the compromises
of the political process, formal goals are likely to constitute generic mission
statements such as to 'increase the health of the nation' rather than concrete
objectives. However, even where desired outcomes can be defined in measur-
able terms the outcome-focused approach is presented by further perhaps
more significant problems of attribution and time lags (Boyne 2003, p. 216;
Pollitt 1995). There is, for example, very good evidence that stopping smoking
improves health and reduces mortality. But while improvements in the
mortality rate may reasonably be regarded as the final outcome of a smoking
cessation service, outcomes of this sort do not provide a very good measure of
the performance of such a service, for the simple reason that smoking is only
one of a huge number of determinants of mortality, many of which operate
over very lengthy timescales. Even if studies can be framed over a sufficient
time period to capture the health benefits of smoking cessation, smokers may
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have stopped smoking without recourse to the cessation service or indeed
have continued to smoke but nonetheless become healthier in other ways.

Difficulties with the timescales, measurement, and attribution of changes
in final outcomes explain recourse to the second approach apparent in the
literature of using service outputs as a measure of performance. Output
measures may focus on the quantity, quality, or efficiency of a service. The
performance of school education may, for example, be judged by the test
scores of those leaving school. Critics of these measures point to two likely
problems. First, in many cases the relationship between the output (the test
score in this case) and the final outcome (the competencies of the students)
may be contested. Some commentators have suggested, for example, that
improving tests scores might be explained by slippage in grade standards
(Coe 2007). Others argue that measures of this kind distort the behaviour of
public servants who resort to a series of game playing tactics to meet targets
(Bevan and Hood 2006; Hood 2006). The quality of teaching, and with it the
final outcome of an educated population, may be sacrificed for narrow
revision exercises designed to maximize test scores (Alexander and Flutter
2009).

In place of particular outputs, the final approach to measuring perform-
ance is focused on the processes and practices used to deliver those services.
The introduction of new processes or structures of service delivery may
provide an early marker of improved outputs and outcomes. Boyne and
Law refer to these as a cstep on the way to a final outcome' (2005, p. 254).
Service managers often define improvement in these terms. Herman and Renz
observe that public service managers cdo not rely on bottomline outcomes as
meaningful indicators of organizational effectiveness preferring instead evi-
dence of following correct procedures or doing things right' (1997, p. 200).

Governments across the world have established regulatory agencies with
the job of measuring this dimension of performance. Their efforts are prem-
ised on the presumption that there is a right way of doing things; and that the
adoption of best practice will lead to the improvement of outputs and
outcomes. Regulators may, for example, visit schools and grade them on the
quality of their classroom teaching or leadership. Judgements of this kind may
be less open to manipulation and gaming—although this of course is de-
bated—but performance measures of this kind are even further removed from
the final outcomes expected of public policy. More troubling still, it is not
always the case that the efficacy of the management practices, promoted or
required by regulatory bodies, have been properly evidenced before their
dissemination. In these cases, as Boyne explains, 'the potential antecedents
of service improvement are being confused with the improvement itself
(20030, p. 219).

Aside from debates about which dimensions of performance are most
appropriate for the measurement of service improvement, we need to recog-
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nize that services are judged by a variety of internal and external groups
(Connolly, Conlon, and Deutsch 1980). The perceptions of performance will
vary on the basis of who is being asked to respond, how they are asked, and
under what conditions (Connolly, Conlon, and Deutsch 1980). The multiple
constituencies served by public services use different criteria to assess per-
formance or, alternatively, attach different weights to the same criteria.
Performance is not then best seen as a single statement or measure but rather
as a set of several statements reflecting alternative criteria. As power alters
between groups over time so do performance criteria change correspondingly.
From this perspective, a service has improved so long as multiple constitu-
encies perceive it as having done so (Zammuto 1984).

Different measures of performance together with the varied perspectives of
different stakeholders allow for fundamental disagreements in the identifica-
tion of service improvement. The current debate in the UK media about
refuse services provides a case in point. England's percentage rate of munici-
pal waste recycling has quadrupled in the last decade. While for some this
output measure provides clear evidence of service improvement, others claim
that it has been achieved by process changes (like a move from weekly to
fortnightly refuse collection) which amount to a clear service deterioration.
Others still, focused on the final outcome of sustainable waste management,
question whether the environmental costs of some municipal recycling activ-
ities outweigh the benefits (for a review of the arguments, see Hickman
[2009]).

In such a way it is perfectly possible that a particular public service could be
regarded as worsening in terms of government inspection and performance
indicators while local citizens maintain that it is improving. Public service
improvement must then be viewed as an arena for political struggle and
conflict as alternative stakeholders impose their criteria for success and failure
on public services. The more prominent the service improvement agenda
becomes, the more political is the definition and measurement of improve-
ment. The implication of this, as Boaz et al. explain, is that in place of the
cuWhat works?" questions that have been considered to be appropriate to
medicine', students of public service improvement must ask: 'What works, for
whom, in what circumstances?' (Boaz et al. 2008, p. 244).

Although the concept of public service improvement is 'inherently political
and contestable' (Boyne 2003a, p. 368) we maintain that the attempt to
define, measure, and explain it is a legitimate and important area of inquiry.
That is not to say, of course, that it is the only way of analysing the manage-
ment reforms which have swept across the globe over recent decades. Policies
may be introduced, and organizations changed, for reasons other than service
improvement. An important vein of the policy and management literature
provides an account of policy and organizational change which is entirely
devoid of these considerations (Edelman 1964; Fairclough 2000; Fischer
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2003). For Edelman, the policy process—and by implication the resultant
nuts and bolts of service delivery—is best captured in terms of the identifica-
tion and resolution of symbolic problems (1964). Indeed as the literature
reviews reported in this book indicate, much of the work to date focused on
policy or management interventions has considered the improvement ques-
tion only implicitly if at all. Rather than looking for evidence of improvement,
scholars have chosen to study the political and organizational implications of
new processes and structures. As a consequence we often know rather more
about the politics of a particular reform than we do about its effectiveness.

What does a good theory of public service
improvement look like?

A good theory of public service improvement should be capable of explaining
shifts in service standards over time, and explaining why some organizations
provide better services than others. If the theory works, then a change in the
explanatory variables that are assumed to be important (e.g. organizational
culture, leadership, or strategy processes) should in turn produce a change in
service performance.

We take the view, however, that no theory can be proved conclusively right
or wrong—an approach which has been described as 'temperate rationalism'
(Newton-Smith 1981) or 'sophisticated falsificationalism' (Lakatos 1970;
Caldwell 1982). The validity of a theory can be accepted only provisionally,
because it may be undermined by further quantitative or qualitative tests.
Similarly, even a theory which appears to be empirically invalid may be
retained, because the fault may lie not in the theory but the evidence.
Nevertheless, theories which are supported by empirical evidence can gener-
ally be deemed more valid than those lacking such support. As Lakatos puts it,
this approach 'shifts the problem of how to appraise theories to the problem
of how to appraise series of theories' (1970, p. 119). 'There is', as he explains,
'no falsification before the emergence of a better theory' (1970, p. 119).

Consistency with empirical evidence is not, however, the only characteristic
of a good theory of service improvement. A theory should be clear about the
causal mechanisms hypothesized to drive improvement explaining, for ex-
ample, why and how rational planning might impact on performance. Fur-
ther, it should also have clear and plausible assumptions about the motives
and behaviour of the actors (policy-makers, managers, service consumers)
who are believed to make a difference to service performance.

A good theory of service improvement is unlikely to work equally well in all
circumstances. Even if, for example, external regulation of service providers
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always has some positive effect on performance, the strength of this effect is
unlikely to be uniform. Theories of service improvement should specify the
other variables that are likely to modify their validity. We assume, in other
words, that all good theories are contingency theories. This does not mean
that we believe that each public service organization is unique and that
generalizations about service improvement are impossible. Rather, a good
theory should stipulate the limits of generalization, without simply degener-
ating into a description of the characteristics of specific cases and thereby
losing all theoretical value.

An appreciation of the likely contingencies affecting a theory of service
improvement underlines the importance of the distinction between public
and private management. Put simply, important differences between the
sectors—from goal clarity to red tape—mean that improvement theories
which seem to work well in private management will not necessarily produce
the same results in the public realm (Boyne 2002). Although important, the
line between the sectors is not, however, easily drawn. Margaret Thatcher's
privatization programme in the United Kingdom transferred the ownership
of whole industries from the public to the private sector but could not, of
course, shake the presumption of many that the provision of basic infrastruc-
ture—like water and sewage services—remained a public service. Indeed
Keynes argued that the distinction between public and private institutions
lay in motive and not ownership. Public institutions are, according to Keynes,
those which work for the public good (Skidelsky 1989). Bozeman captures the
fuzziness of the distinction between the sectors in his identification of degrees
ofpublicness (1987).

Where public services are increasingly delivered by public, private, and
voluntary sector organizations it would clearly be a mistake to assert that
public service management is either entirely the same or entirely different
from private management (Rainey and Bozeman 2000). While in some areas
there are good reasons to think that the mechanisms of improvement will
work similarly for public and private services, in others there is a need for a
distinctively public service take on the theories and evidence of service
improvement. The question as to whether a good theory of public service
improvement is different from a private service theory of improvement is
considered more fully in a number of the chapters in this book.

Evidence base

The chapters in this book draw on two main sources of evidence. First, each
chapter presents the results of a 'systematic review' of the empirical studies of
the different theories of public service improvement. Chapter 3, for example,
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asks: Is there any evidence that the regulation of public services actually
improves their performance? In considering this question we conducted
comprehensive searches of Thomson Reuters' Web of Knowledge embracing
a number of search criteria. Chapter 9, for example, combined the criteria of
performance, effectiveness, evidence, outcomes, and evaluation with different
descriptions of alliance-activity like networks, partnerships, and collabor-
ation. The products of these searches, together with the references contained
in them, were further sorted to identify studies which provided empirical
evidence on the links between the key variable and public service performance.

While the outcome of these searches varied considerably—from relatively
large literatures in the case of partnership and culture, to very few studies in
the case of innovation and leadership—none of our themes generated an
unmanageably large number of studies. Indeed, in some areas (innovation
and planning) the reverse is true; there was a dearth of rigorous studies of
performance. Of course even on the home turf of medical science the notion
of a systematic review is not without complications. It is particularly difficult,
for example, to weigh qualitative against quantitative evidence (Dixon-Woods
et al. 2001). These difficulties are even more pronounced in the social sciences
(Tranfield, Denys, and Smart 2003; Boaz et al. 2006). Fundamental differences
between disciplines suggest that reviews of the management literature cannot
hope to be as systematic as those in medicine (Learmonth 2008; Morrell
2008). That said, systematic reviews, or as close as we can get to them in the
social sciences, provide a good starting point for an inquiry of the type
considered in this book.

The second leg of each chapter is provided by theories and evidence which
emerged from series of research studies conducted by the Public Management
Research Group at Cardiff University between 1997 and 2008. The main
projects, which are identified in Table 1.1 below, are large and longitudinal,
and provide a valuable set of data for evaluating the validity of theories of
public service improvement. The projects cover the wide range of external
(e.g. socio-economic environment, regulation) and internal (e.g. leadership,
culture) influences on public service improvement that we analyse in subse-
quent chapters. In this book, we draw together the main lessons from these
projects for the first time and synthesize our findings with concepts and
evidence from studies conducted in other nations.

Plan of the book

The chapters which follow consider three different sets of influences on
performance, distinguishing between those which are external to the organ-
ization and which therefore form its environment, those which are intrinsic to
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Table 1.1. Cardiff studies of service improvement

Project

Evaluation of theWales Best Value Pilot

Programme

Devolution and regulation: Political control of

public agencies in Scotland and Wales

Impact of inspection on local government

Long-term evaluation of best value

Strategy and service improvement

Partnerships between the public, private, and

voluntary sectors

Local government modernization agenda

Long-term evaluation of local public service

agreements

HRM and performance in the public sector

AIM Fellowship on Public Service Failure and

turnaround

AIM Fellowship on Innovation and Public

Service performance

Performance improvement regimes in local

government

Leadership change and public services

How public management matters

Dates

1998-2000

1999-2000

1999-2004

2001-2006

2002-2006

2002-2003

2003-2009

2004-2007

2006-2008

2003-2005

2003-2005

2006-2009

2006-2008

2006-2010

Fundera

WAG

ESRC

JRF

DCLG

ESRC

WAG

DCLG

DCLG

ESRC

ESRC

ESRC

ESRC

ESRC

ESRC

Cardiff researchers

contributing to this book

Boyne, Gould-Williams, and

Walker

Ashworth, Boyne, and

Walker

Downeand Martin

Ashworth, Boyne, Entwistle,

Martin, and Walker

Andrews, Boyne, and Walker

Entwistle and Martin

Ashworth, Downe, Entwistle,

and Martin

Boyne

Gould-Williams

Boyne

Walker

Downeand Martin

Boyne and Petrovsky

Andrews, Boyne, and Walker

Cited in

chapters:

4

2

2

1, 2, 4, 6, 8

1,4,9

9

2

4

7

4

8

2

5

4, 9, 10

a DCLG: Department for Communities and Local Government; ESRC: Economic and Social Research Council; JRF: Joseph Rowntree

Foundation; NAfW: National Assembly forWales; WAG Welsh Assembly Government,

it—like its structure, culture, processes, and leadership—and those which are
adopted by it in the form of strategies that might improve performance (see
Fig. 1.1). While no distinction of this type is watertight—organizational
learning, for example, embraces a range of activities plausibly contained
under all three headings—it has the merit of ordering the chapters in some-
thing approaching a logical manner.

Interventions intended to prompt service improvement are apparent at all
three of these levels. Some—like tighter regulation—seek to change the
environment in which public service organizations operate. Others are in-
tended to act more immediately. New processes, cultures, or forms of man-
agement are often prescribed or adopted in the belief that they will improve
organizational effectiveness. More effective organizations will, it is presumed,
produce improved public services. Other mechanisms are envisaged as acting
more directly still. It is often assumed, for example, that innovation, either in
the service itself or the way in which it is delivered, is synonymous with
improvement. Similarly, collaborative forms of service delivery are believed by
many to offer a direct way of adding value to service delivery. That is to say,
certain strategies, as distinct from the wider characteristics of the organiza-
tions which adopt them, are believed to be effective in their own right.
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External
Environment

- munificence,
complexity and
dynamism

- regulation

Organizational
Characteristics

- planning
- leadership
- culture
-HRM

Organizational
Strategies

- innovation
- partnership
- learning 

Service
Performance

Figure 1.1. Connections between theories of public service performance

Chapters 2 and 3 are focused on the external environment in which public
service organizations operate. In Chapter 2, Rhys Andrews considers the
different ways in which organizational environments are described in the
management literature. Andrews suggests that Dess and Beard's (1984)
focus on munificence, complexity, and dynamism has clear applicability to
the public service environment. He takes munificence to describe the avail-
ability of critical resources like community or political support, complexity is
defined as the diversity and dispersion of a population, while dynamism is
used to capture the rate of change in external circumstances and the relative
unpredictability of that change. While few have attempted to analyse all three
of these, Andrews finds a number of studies of the interaction of individual
components of the environment and public service performance.

In Chapter 3, Steve Martin considers the performance effects of external
regulation or inspection, one of the staples of the new public management.
Regulation might have an improvement effect to the extent that it inclines
public service organizations to make changes that would not otherwise be
considered. Organizations may, for example, change their priorities or put in
place new processes or structures in an effort to respond to inspection.
Although a number of studies suggest regulation has exactly this effect,
Martin also finds considerable evidence of unintended consequences in the
form of gaming activities, depressed morale, and increased staff turnover.
Much less work, however, has sought to track the consequences of these
changes in processes and structures into the final outputs and outcomes of
public service delivery. Regulation may prompt organizations to change, but
does it deliver service improvement?

Chapters 2-5 move from an external to an internal perspective to consider
some of the ingredients which define public service organizations. In Chapter 4,
George Boyne considers the impact of strategic planning. Against the backdrop
of the well-rehearsed argument between rational planners and incrementalists,
Boyne asks whether organizations that analyse their environments, set clear
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goals, and put in place formal plans for implementation produce better results
than those which 'muddle through'. Although Boyne finds a number of studies
of the performance effects of goal clarity and target setting, little work has been
done on the analysis and formalization aspects of planning.

In Chapter 5, Nicolai Petrovsky looks at the improvement effect of changes
in, and different approaches to, the leadership of public service organizations.
Although the performance effects of leadership are well-documented in the
private management literature, little work has been done in the public sector.
There are, however, as Petrovsky explains, good reasons to think that the
'lessons' from private management cannot simply be read across to the public
sector. First, public organizations are typically led by both elected politicians
and appointed officials; second, they often have multiple, ambiguous, even
conflicting goals, and finally they operate under rules which specify what they
are allowed to do, rather than what they cannot do. Differences between the
sectors call for a distinctive body of public management research into the
relationship between leadership and performance.

Rachel Ashworth considers organizational culture in Chapter 6—variously
defined as the 'shared basic assumptions', practices, and values of an organiza-
tion—asking whether particular types of culture are positively associated with
improvement. Warning of the acute methodological difficulties of researching
such deeply held and often taken-for-gran ted phenomena, Ashworth finds a
number of studies that point in general terms to the importance of culture as a
determinant of public service effectiveness. However, those studies which have,
in her words, 'taken greater care in the interpretation, construction, and
measurement of culture' suggest a need for considerable caution in hypothe-
sizing a simple relationship between organizational culture and performance.

Julian Gould-Williams asks similar questions of human resource manage-
ment in Chapter 7: Do best practice approaches to HRM translate into
improved public service delivery? Surveying the search for what has been
described as the subject's 'Holy Grail', Gould-Williams finds uncertainty in
the identification of the key ingredients of best practice. But even when those
ingredients are stipulated in advance—'high-commitment' approaches to
HRM, for example, usually embrace training, careful recruitment, reward,
and performance management—the association with organizational per-
formance remains contested. Partly this might be explained by the fact that
one size is unlikely to fit all. Because different organizations may need to fit
their HR practices to the challenges confronting them, the link between HR
and performance may then be contingent.

Chapters 9-11 consider the strategies or policies adopted by individual
organizations. In Chapter 8, Richard Walker examines the effects of innov-
ation, the process 'through which new ideas, objects and practices are created,
developed or reinvented.' Although a vast literature distinguishes between
different types of innovation and the causes or prompts which lead to the
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adoption of new approaches, Walker finds very few studies of the relationship
between innovation and performance in the public services. The deficiency is
important because we already know that innovation in the public services is
likely to take a different form to that seen in private management.

In Chapter 9, Tom Entwistle considers the merits of collaborating in inter-
organizational partnerships designed to access resources, join up different
programmes, or engage different stakeholders. The vast majority of this
work investigates three sets of contingencies believed to influence effectiveness.
The behavioural school points to the importance of agreed goals, trust, and
devolved forms of leadership; those focused on collaborative structures con-
sider the degree of centralization and the density of interactions; while what
might be regarded as the environmental school considers, amongst other
factors, life-cycles and relationships with higher levels of government. Very
few studies, however, have compared collaboration to other forms of organ-
ization like merger, working alone, or competition.

In Chapter 10, James Downe looks at the evidence that inter-organizational
learning leads to service improvement. With one or two exceptions, Downe
reports that commentators have focused more on the processes of learning than
the outcomes in terms of service improvement. The question as to whether or
not an organization has learnt is itself profoundly difficult to answer. As with
collaboration, commentators have focused more on different manifestations of
learning and the contingencies that seem to effect it—like receptive cultures,
explicit knowledge, communities of practice, and active leadership—than they
have the downstream effects of any organizational changes adopted.

Chapter 11 draws together our analysis to consider, within the constraints
of our existing knowledge, which of the influences seem to matter most to
service improvement. If a reforming government, or a public service organ-
ization itself, wished to broach just one or two reforms, where would their
energies be best spent? Building on this analysis we conclude by identifying
some of the key gaps in our understanding of public service improvement and
pointing to the most pressing agendas for future research.
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Organizational
Environments
Rhys Andrews

Introduction

Organizational environments are a key issue in management research (e.g.
Boyd and Gove 2006; Dess and Beard 1984; Harris 2004). However, despite
widespread acknowledgement of the unique circumstances that public organ-
izations confront (e.g. Boyne 2002; Hoggett 2006; Rainey, Backoff, and Levine
1976) and a wide evidence base on spatial variations in the broader context that
they face, a surprisingly small number of studies have systematically concep-
tualized organizational environments in the public sector and investigated their
relationship with service improvement. This chapter explores the impact of
environments on public organizations. Is performance linked to external en-
vironmental circumstances? Do some dimensions of the environment matter
more than others? To explore these questions, the chapter draws on empirical
research which has focused explicitly on the independent impact of the organ-
izational environment on public service performance. While a number of
studies of the determinants of public service improvement include environ-
mental measures alongside managerial or political variables (e.g. Andrews,
Boyne, and Enticott [2006]; Champagne et al. [1993]; Meier and O'Toole
[2008]), the objective of this chapter is to provide an assessment of the evidence
isolating the effects of key dimensions of the environment on the achievements
of public organizations. Each of the following chapters in the book examines
whether the adoption of certain managerial and organizational characteristics
enables public organizations to perform well within their specific contexts.
Here, however, our concern is solely with the constraining effects of environ-
ments on public service providers. In addition, the chapter concentrates on
technical aspects of the environment faced by public organizations, such as the
sheer quantity and diversity of client needs, rather than institutional aspects of
the environment, such as regulation and inspection. The impact of these latter
constraints is considered in subsequent chapters.

In the first part of the chapter, theories of the organizational environment
are outlined and hypotheses on the potential impact of different dimensions
of the environment on performance are presented. The findings from, and
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limitations of, existing evidence on the impact of environments on organiza-
tional performance in the public sector are then reviewed, before conclusions
are drawn for theories of public service improvement.

What is the organizational environment?

The conceptualization and measurement of organizational environments is a
vital issue within organizational theory. According to Boulding (1978), en-
vironments can be crudely characterized as 'everything else' outside an
organization that might influence its behaviour. Research on the effects of
external circumstances on organizations began with the work of contingency
theorists. They claimed that managers made strategic choices based on the
assessment of the environmental conditions faced by their organization
(Chandler 1962; Child 1972). This argument was later refined by scholars,
such as Miles and Snow (1978), to suggest that organizational performance
was dependent on the adoption of a consistent strategy for aligning an
organization with its environment. In its most extreme form, this position
implies that organizations failing to achieve environmental fit will cease to
exist (see Hannan and Freeman [1977]).

A concern with the environment has also been a central feature of other
important theoretical perspectives within organizational studies. For ex-
ample, the work of resource-dependency theorists, such as Pfeffer and Salan-
cik (1978), emphasizing the impact of external sources of financial and
political support on organizations serves as a useful corrective to the focus
on managerial perceptions of complexity and change found in contingency
theory. However, resource-dependency theories are not well equipped to
accommodate the 'simple-complex' and 'static-dynamic' dimensions of
the environment that are key external determinants of managerial decision-
making (Duncan 1972). Nonetheless, a variety of alternative methods for
conceptualizing and evaluating the multiple elements of change and continu-
ity with organizational environments have been developed. Some of these,
such as Porter's 'Five Forces' model (1980) are of little relevance to public
organizations as they primarily focus on market structure and competition.
Others, such as Political Economic Social Technological Environmental and
Legal (PESTEL) analysis (Johnson and Scholes 2002), are classification
schema that restrict the derivation of directional hypotheses suitable for
empirical testing. However, it is possible to identify two key perspectives on
the environment which have underpinned empirical analysis of organiza-
tional performance during the past decade or so: Dess and Beard's model
(1984) of organizational task environments and the insights of institutional
theory.
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Building on the previous work of contingency theorists, Dess and Beard
(1984) identify three key dimensions of the organizational environment that
are likely to influence organizational behaviour and outcomes: munificence
(resource capacity), complexity (homogeneity-heterogeneity, concentration-
dispersion), and dynamism (stability-instability, turbulence). The broad gen-
eralizability of these analytical categories makes them applicable to public as
well as private organizations. Moreover, they are susceptible to measurement
using 'objective' variables drawn from archival sources, and 'subjective' meas-
ures gauging managerial perceptions of the environment.

Within this short chapter on organizational environments, it is not possible
to examine each of the many varieties of institutional theory. For the sake of
brevity and clarity, the chapter therefore focuses on the work of Richard Scott.
According to Scott (2001), there are three institutional pillars that reflect the
varying but overlapping ways in which external forces affect organizational
populations: the regulative pillar, the normative pillar, and the cultural-
cognitive pillar. The regulative pillar pertains to 'explicit regulatory processes'
within an organizational field, which encompass 'rule-setting, monitoring,
and sanctioning activities' (Scott 2001, 52). These processes typically entail
the exertion of isomorphic pressures towards legitimacy on organizations
through more or less formal social and political structures (DiMaggio and
Powell 1983). By contrast, the normative pillar refers directly to those pre-
scriptive expectations that are embedded within an organizational field. These
expectations determine appropriate goals for different actors and how they
should be achieved. They are therefore especially potent determinants of the
behaviour of public organizations, as the rights and responsibilities incum-
bent upon these organizations is arguably a defining characteristic of their
'publicness' (Boyne 2002). The cultural-cognitive pillar relates to the relative
salience of the subjective interpretations of social life that are shared by actors
within a given area. Such interpretations can influence organizational choices,
by providing them with more or less coherent ways of symbolizing their
organizational mission (Meyer and Rowan 1977).

Although it is possible to utilize institutionalist approaches to examine
the determinants of public service performance (see, e.g., Andrews [2008]),
Dess and Beard's model more readily meets Harris' criteria (2004) for the
successful conceptualization of the organizational environment: empirical
testability, temporal validity, international generalizability, and predictive
validity (see Boyd and Gove [2006]). Moreover, key institutional constraints
on public organizations are covered in later chapters within the book (see
especially Martin's chapter (Chapter 3, this volume) on inspection). This
chapter therefore focuses on the potential effects of environmental munifi-
cence, complexity, and dynamism on public service organizations.

Environmental munificence is constituted by 'the scarcity or abundance of
critical resources' available within an organization's operating context, but
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over which they typically have relatively little direct control (Castrogiovanni
1991, p. 542). Munificence can buffer organizations from environmental
pressures by generating financial slack (Cyert and March 1963). It can also
facilitate 'organizational growth and stability' (Dess and Beard 1984, p. 55).
Although budgetary processes in the public sector militate against the accrual
of significant slack, there are several ways in which public organizations
operating in a munificent environment can develop a greater fund of residual
resources. For instance, community-based organizations can meet local
needs, thereby generating increased capacity for the delivery of services. A
further important aspect of munificence is the political support organizations
are able to mobilize, especially in times of crisis (Hirschman 1970). Environ-
mental munificence therefore relates to the relative impact of external social,
economic, and political circumstances on the discretionary resources avail-
able to public organizations. The 'resource publicness' of public services
makes them especially sensitive to changes in such levels of munificence, as
their finances and institutional legitimacy are largely dependent on non-
market sources (Bozeman 1987).

Environmental complexity comprises the heterogeneity and the dispersion
of an organization's domain. In a heterogeneous environment, an organiza-
tion provides services to many diverse groups of customers and clients (Dess
and Beard 1984). These circumstances require higher levels of information-
processing skills and systems to cope with complex customer requirements,
increasing the strain on the resource capacity of an organization (Button,
Fahey, and Narayanan 1983). Environmental dispersion is present where
organizations provide services across a broad geographical domain (Dess
and Beard 1984). This increases the need for strategic management and
complex partnership arrangements with suppliers, customers, and other
stakeholders, thereby generating additional costs (Aldrich 1979). By contrast,
where services are concentrated in a narrow domain, benefits from interde-
pendence (such as multi-output production) are likely to accrue (Starbuck
1976). Public organizations are typically required by law to serve heteroge-
neous and often widely dispersed groups of service users. They may also have
to balance the demands of myriad external stakeholders, such as voters,
regulators, and the media. Complexity in the public sector is therefore likely
to reflect the relative heterogeneity and geographical dispersion of citizens,
stakeholders, and service users.

Environmental dynamism comprises the rate of change in external circum-
stances (instability), and the relative unpredictability (or turbulence) of that
change (Emery and Trist 1965). Organizations typically seek to cope with
turbulence and instability in the environment through the introduction of
strategic management and vertical integration (Dess and Beard 1984). Many
commentators argue that organizational environments in the public sector
are exceptionally dynamic (Ginter, Swayne, and Duncan 2002). Although
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major shifts in the social and economic environment of public organizations
are often known in advance (e.g. demographic change), and play a role in
central and local government planning and decision-making, perceived devi-
ations from expected environmental changes are still likely to affect the
performance of public service providers.

Theories of organizational environments
and performance

ENVIRONMENTAL MUNIFICENCE

Variations in performance are likely where some public organizations have
more economic resources than others. Prosperous organizations can afford to
deliver more and better provisions, whereas poor organizations face a material
restriction on their responsiveness and effectiveness, and the range of discre-
tionary services they can offer (Boaden and Alford 1969). Beyond central
government compensation to equalize levels of funding per unit of service
need (Bennett 1982), the economic resources available to support public
services are likely to be influenced by the relative prosperity of service users.

Disadvantaged individuals and families are less able to 'co-produce' ser-
vices (Williams 2003). For example, poor parents cannot afford to subsidize
state schools (e.g. through donations or unpaid help) or pay for home tuition
to raise the level of their children's school examination performance. They are
also less able to reduce resource pressures by substituting public with private
services. Similarly, performance may be adversely affected by the lack of local
neighbourhood support needed to assist vulnerable people in less-advantaged
areas (Wilson 1991). Moreover, attempts to provide a standard level of service
regardless of the socio-economic circumstances of different areas may pro-
duce worse outcomes in disadvantaged areas. For instance, in deprived areas
in England, primary care teams have to work harder to provide the same level
of care than their counterparts in more affluent areas (Carlisle, Avery, and
Marsh 2002).

Differences in resource availability may also stem from variations in the size
of the clientele served by public organizations. Scale economies may be reaped
by spreading fixed costs over more units of output and from having greater
capacity to provide services across large client groups (see Boyne [ 1996]). The
relative magnitude of the environment of public organizations is typically
determined by the statutory territorial boundaries of the population they
serve. Hence the size of the client population is a further aspect of munifi-
cence that is beyond managerial control.
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Public organizations require the support of a wide range of external
stakeholders, including central government, citizens, and service users
(Hirschman 1970). Baum and Oliver's analysis (1991) of failing child nurser-
ies in Toronto indicates that interactions between service providers and key
stakeholders were conducive to organizational survival if they were 'endorsed
by the wider institutional environment' (p. 215). High levels of social capital
amongst the users of public service users may also lead to improved organ-
izational performance by enabling them to overcome collective action prob-
lems associated with influencing policy-makers (Putnam 2000). Indeed, the
presence of a strong civic culture within an area may dictate agenda-setting or
constrain the range of alternatives available to public organizations (Elkins
and Simeon 1979).

Managers' perceptions of environmental munificence are also an important
potential determinant of performance, as they often influence decisions on
resource allocation (see Begun and Kaissi [2004]). For public organizations,
perceptions of munificence are likely to reflect the extent to which managers
believe the overall 'degree of difficulty' in the circumstances they face con-
strains their ability to deliver services. For example, in deprived areas with a
tradition of community engagement, managers may perceive it to be easier to
implement new service initiatives (Middleton, Murie, and Groves 2005).

ENVIRONMENTAL COMPLEXITY

The environmental complexity faced by public organizations is likely to be,
in part, a product of the demographic characteristics of their users and
stakeholders. In particular, if their service clientele is relatively homogeneous
(e.g. mostly white middle class), it may be comparatively straightforward to
elicit their preferences and provide a 'standardized' service that addresses
their needs. By contrast, for a heterogeneous population (e.g. many different
ethnic groups), greater effort may be required to identify their divergent
preferences, and it may be necessary to provide a wider range of services to
meet their requirements (Boaden and Alford 1969). It is common for schools
in areas of high ethnic diversity to struggle to address more varied learning
problems (see Jencks and Phillips [1998]), especially those experienced by
disadvantaged pupils (Jasinski 2000). Areas with a wider spread of age
groups also have more complex housing (Withers 1997) and health care
(Birch and Maynard 1986) needs than those which are less fragmented.
Moreover, high levels of community heterogeneity can damage stocks of
social capital within local communities (Putnam 2007). Public organizations
operating in socially heterogeneous areas may have to devote substantial
resources of time and money to building, developing, and maintaining good
community relations (Office of the Deputy Prime Minister 2004). This is all
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likely to make effectiveness and equity more difficult to achieve where
environmental heterogeneity is high.

At any given population level, task complexity will also increase when
service users are dispersed across a wide geographical area. For example, it
may be necessary to provide additional schools, day-care centres, and sup-
plementary 'outreach' programmes. By contrast, the provision of services
within a narrow geographical area could generate scope economies (Gross-
kopf and Yaisawamg 1990). Static facilities in urban areas maybe able to offer
a wide range of services from the same site. The cost of a standard unit of
service output could also rise with sparsity—for instance, in rural areas, refuse
vehicles need to travel further between premises.

Public organizations require greater sensitivity to an array of diverse
interests and constituencies than their private sector counterparts (see Hog-
gett [2006]; Rainey, Backoff, and Levine [1976]). Public managers' percep-
tions of the heterogeneity of the needs and dispersion of clients may therefore
be much more nuanced than the relative levels of task complexity revealed by
objective measures. For example, managers' views on the complex circum-
stances they face may manifest an especially deep understanding of how the
needs of similar social groups widely differ across the various geographical
areas that they serve (Docherty, Goodlad, and Paddison 2001). Perceptions of
task complexity could therefore reflect an especially strong awareness of the
multiple and potentially conflicting organizational goals that public managers
are expected to meet. In public organizations, the 'goal ambiguity' associated
with perceptions of high levels of goal complexity has been shown to result in
poor performance as managers struggle to satisfy myriad competing object-
ives (Chun and Rainey 2005).

ENVIRONMENTAL DYNAMISM

Environmental stability is a prerequisite for organizational decision-makers
to direct and plan the use of resources effectively. Large or unexpected shifts in
the circumstances that they face may lead public managers to be increasingly
cautious about developing new services, and to become progressively less
willing or able to adapt to environmental change, potentially resulting in
'threat-rigidity' (Staw et al. 1981). 'Objective' levels of environmental dyna-
mism are therefore likely to reflect conditions which hamper public man-
agers' efforts to coordinate and plan effective responses to existing and future
service needs. D'Aveni (1998) suggests that changes in consumer expectations
create dynamism in an organization's environment. As the rate of change in
client and stakeholder diversity rises, the need to accumulate new knowledge
about their expectations places ever-greater burdens on service providers,
requiring, in particular, the devotion of additional resources to environmental
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scanning (Boyd and Fulk 1996). The added investment that environmental
dynamism is likely to require may therefore make it harder for public
organizations to continue to perform at a consistent level. Indeed, in a
dynamic environment, some public organizations could be willing to allow
service quality to deteriorate during the short term to protect their long-term
financial plans (Ladd 1992).

In the public sector, the increasing interconnectedness of demographic
diversity and change, and the growth of multi-organizational and multi-
governmental networks, places ever greater burdens on public managers to
perceive and manage a dynamic environment (O'Toole 1997). Downey and
Slocum (1975) argue that cognitive biases associated with low tolerance of
ambiguity can cause underestimation of the effects of environmental dyna-
mism, which in turn can result in poor decision-making. Pressure to deliver
customer-led services in what are perceived to be unstable or unpredictable
circumstances could therefore lead to inertia or an absence of strategic behav-
iour altogether. This may render public managers excessively dependent on
cues from external stakeholders, especially those given by their political prin-
cipals (Rainey 1997). In such circumstances, performance is likely to suffer.

Empirical evidence on organizational environments
and performance

EMPIRICAL STUDIES AND THEIR CHARACTERISTICS

A wide array of studies asses the effects of difficult environmental circum-
stances at the individual level, especially for health (e.g. Shah and Cook
[2008]; Wilkinson [1997]), and educational outcomes (e.g. Jasinski [2000];
Tarn and Bassett [2004]), or on levels of public service expenditure (see Boyne
[2003] for a review). However, rather less is known about their impact on
organizational performance. Moreover, most research on public organiza-
tions does not utilize a comprehensive theoretical model of the environment.
Rather than adopt the kind of conceptual framework proposed by Dess and
Beard, it focuses on the relationship between specific contextual variables,
such as deprivation (e.g. Croll [2002]) or neighbourhood segregation (e.g.
Gordon and Monastiriotis [2006]), and public service outcomes. As a result, a
thorough review of the available evidence requires the adaptation of add-
itional search terms for relative environmental munificence (e.g. deprivation,
poverty, resources), complexity (e.g. diversity, sparsity), and dynamism (e.g.
change, growth), in conjunction with those for performance (e.g. achieve-
ment, effectiveness). This expanded search revealed fifteen example studies
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Table 2.1 Evidence of impact of environment on public service performance

Study

Andrews (2004)

Andrews (2007)

Andrews (2009)

Andrews and

Boyne(2008)

Andrews etal.

(2005)

CoffeandGeys

(2005)

Dimension of environment

Munificence (socio-economic)

Munificence (socio-economic

and political)

Complexity

Munificence

Complexity

Dynamism

(socio-economic)

Munificence

Complexity

Dynamism

(socio-economic and political)

Munificence (socio-economic

and political)

Complexity (socio-economic)

Munificence (socio-economic

and political)

Complexity (political)

Type of

measure

Objective

Objective

Objective and

subjective

Objective

Objective

Objective

Country and sector

England, local government

England, local government,

education, health trusts,

police, fire, prisons

Wales, UK, local government

England, local government,

education, health trusts,

police, fire, prisons

England, local government

Belgium, local government

Sample and time period

144 local governments,

2000/1

148 local government

areas, 2002-4

59 service departments,

2002-3

148 local government

areas, 2002-4

147 local governments,

2002

305 local governments,

2000

Measure of performance

BestValue Performance Indi-

cators

Failure judgements made by

regulatory agencies

National Assembly forWales

Performance Indicators

Failure judgements made by

regulatory agencies

Comprehensive Perform-

ance Assessments

Budget surplus

Finding

Low munificence associated

with worse performance

High munificence associated

with less failure and high com-

plexity with more

High munificence associated

with better performance, high

complexity and dynamism with

worse

High munificence associated

with less failure, high complexity

and dynamism with more

High munificence associated

with better performance, high

complexity with worse

Mixed: social munificence asso-
ciated with better performance,

economic munificence with

worse; political complexity

associated with worse

performance



Table 2.1 Continued

Study

Croll(2002)

Gordon and Mon-

astiriotis(2006)

Gutierrez-

Romero, Haubrich,

and McLean

(2008)

Lynch (1995)

Meier and Bohte

(2003)

OdeckandAlkadi

(2004)

Rice (2001)

West etal. (2001)

Xu (2006)

Dimension of environment

Munificence (socio-economic)

Munificence (socio-economic)

Munificence (socio-economic

and political)

Complexity (socio-economic)

Munificence

Complexity (socio-economic

heterogeneity)

Complexity (dispersion)

Munificence (socio-economic)

Complexity (socio-economic)

Munificence

Munificence

Complexity

(socio-economic)

Type of

measure

Objective

Objective

Objective

Objective

Objective

Objective

Objective and

subjective

Objective

Objective

Country and sector

England, education

England, education

England, local government

Scotland, health

Texas, US, education

Norway, local government

Iowa, US, local government

England, education

US, state governments

Sample and time period

40 primary schools, 1997

779 secondary schools,

1999

148 local governments,

2002-4

208 general practices,

1991-2

1,043 School districts,

1995-8

47 bus operators, 1994

114 local governments,

1994/7

96 local service depart-

ments, 1996

50 state governments,

2001

Measure of performance

Standard AssessmentTests

5GCSEsA*-C

Comprehensive Perform-

anceAssessments

Child immunizations

Absenteeism, student reten-

tion, class dropout

Efficiency

Perceptions of government

responsiveness and effec-

tiveness

KS1 target met

5GCSEsA*-G

5GCSEsA*-C

Health Achievement Index

Finding

Low munificence associated

with worse performance

Low munificence associated

with worse performance

High munificence associated

with better performance, high

complexity with worse.

Low munificence associated

with worse performance

High complexity associated with

more failure

Low dispersion associated with

scale efficiency

High munificence associated

with better performance

Low munificence associated

with poor performance

High munificence associated

with better performance, high

complexity with worse
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that focus specifically on the link between organizational environments and
public service performance. Despite the appropriateness of their content,
these studies, which are summarized in Table 2.1, are problematic in at least
two ways.

First, the available evidence invariably focuses on only one (e.g. munifi-
cence in Croll [2002]) or two (e.g. munificence and complexity in Gordon
and Monastiriotis [2006]) dimensions of the environment, and only two
studies provide evidence on the independent impact of environmental dyna-
mism on performance (Andrews 2009; Andrews and Boyne 2008), even
though this is arguably a defining characteristic of the 'publicness' of public
organizations (see Boyne [2002]). To develop and fully test theoretical models
of organizational environments, it is necessary to investigate the effects of all
three dimensions of the environment identified by Dess and Beard.

Second, most empirical studies have focused on objective quantifiable
measures, such as aggregated demographic data (e.g. Andrews et al. [2005]),
rather than subjective measures directly assessing how key organizational
stakeholders perceive their organizational environments. If the aim is to
'explain similarities and differences between individual organizations', then
perceptions of the environment are important explanatory variables (Castro-
giovanni 1991, p. 546). However, only one of the studies identified in Table
2.1 considers the impact of perceived environments on public service
performance (Andrews 2009).

Despite their limitations, the studies examined below provide a strong
platform for developing an understanding of the relationship between organ-
izational environments and performance. The evidence covers a wide range of
public services ranging from single purpose organizations, such as schools, to
multipurpose organizations, such as local governments. Each of the studies
typically draws on a large sample of organizations and utilizes different
dependent variables, including measures of organizational failure as well as
performance, thereby increasing the generalizeability of the findings. They all
use formal tests of statistical significance, and most implement multivariate
techniques to control for the potential effects of other relevant contextual
variables.

EVIDENCE FROM THE STUDIES

Environmental munificence

A number of studies in the education sector have examined the effects of
munificence alone on performance. For example, West et al. (2001) focus on
levels of poverty and educational attainment in ninety-six English local
government education departments. In this study, the quantity of need,

ORGANIZATIONAL ENVIRONMENTS



26

taken as an indicator of low munificence, is measured using a variety of
indicators, such as the proportion of children dependent on income support
recipients; the proportion of children in lone-parent families; and the pro-
portion of children with special educational needs. All of the measures of
poverty were found to have separate and combined negative effects on
education performance. These findings are confirmed in Croll's analysis
(2002) of the academic achievement of pupils in forty English primary
schools, which finds a very strong negative correlation (—0.70) between free
school meal eligibility and achievement in the Standard Assessment Tests.

Studies in other areas of the public sector have also revealed a similar
relationship between munificence and performance. For instance, Andrews
(2004) examines the impact of socio-economic munificence on 144 English
local governments, finding a series of negative correlations between socio-
economic deprivation and a wide range of performance indicators. In par-
ticular, three-quarters of the education indicators, half of the housing and
waste management indicators, and a third of those for benefits and revenues
were negatively correlated with deprivation. Lynch (1995) assesses differences
between child immunization rates in 208 general practices in deprived and
prosperous areas in Greater Glasgow. Deprivation was measured using the
Jarman index, which comprises items of particular relevance for health-care
provision: elderly living alone, single-parent households, under-fives, over-
crowded households, unskilled workers, house-movers, unemployed, and
residents in ethnic minorities. Performance was measured as the achievement
of high-target payments for childhood immunization uptake rates of 90 per
cent or more during the four quarters of 1991/2. Lynch finds a statistically
significant relationship between deprivation and non-achievement of the
performance target by general practices.

Several studies furnish evidence on size and local government performance.
Travers et al. (1993) present a series of bivariate correlations between popu-
lation size and measures of local government efficiency and effectiveness in
England, including housing costs, fire service expenditure, and school exam-
ination results. They find relationships between size and performance that are
inconsistent in both direction and degree of statistical significance, leading
them to claim that no firm conclusions can be drawn on the presence of size
effects. Boyne (1996) tests for linear and non-linear scale effects, measured in
terms of service outputs and needs, on multiple performance indicators in six
local authority service areas in 1993/4 across England and Wales. He finds
strong evidence of non-linear U-shaped scale effects when controlling for
local government structure, concluding that cthere is no one optimum scale of
service provision' (Boyne 1996, p. 824). However, evidence from a number of
European studies provides firmer evidence on the relationship between size
and community-orientated outcomes. For example, Mouritzen (1989) finds a
negative correlation between city size and citizen satisfaction with Danish
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municipal governments, while cross-European studies of attitudes towards
local government at an individual level provide further confirmation of this
finding (e.g. Denters [2002]).

Environmental complexity

Public organizations arguably face an inherently more complex environment
than their private sector counterparts, due to the contested nature of the
public sphere and their mandated role in responding to multiple dimensions
of market failure (Hoggett 2006). However, few studies have focused exclu-
sively on the effects of environmental heterogeneity on public service per-
formance, and almost none have considered the isolated impact of dispersion.

Meier and Bohte (2003) examine the relationship between various meas-
ures of task heterogeneity and organizational 'micro-failures' in over 1,000
Texas school districts during a four-year period (1995-8). They find that
school districts are more likely to suffer high absenteeism if they have a higher
percentage of black and Latino students and that the class dropout rate is
influenced by numbers of low-income students. High levels of class retention
are principally associated with the percentage of low-income students, and
also with the percentage of black students. Odeck and Alkadi (2004) assess
whether the performance of forty-seven Norwegian public transport services
is harmed by the presence of scale and scope diseconomies in rural areas. They
find that the increased complexity associated with delivering services in rural
areas is significantly associated with scale diseconomies, but not scope dis-
economies. Thus, geographical aspects of rural areas, such as the terrain,
rather than multi-output production appear to be making it harder to deliver
value for money in the dispersed environment faced by some bus operators.

Despite the absence of evidence specifically on the effects of complexity, a
growing number of studies have explored its impact alongside aspects of
environmental munificence. Andrews et al. (2005) assess the influence of
socio-economic and political munificence, and socio-economic complexity
on the core service performance of 147 English local governments. They find
that socio-economic munificence measured in terms of population growth
and fewer lone-parent households is conducive to better service performance
in English local governments, but that socio-economic heterogeneity makes
high standards more difficult to achieve. The findings of Andrews et al. (2005)
are corroborated and extended in a subsequent analysis of the performance of
English local governments carried out by Gutierrez-Romero, Haubrich, and
McLean (2008). On the basis of panel data analysis they find that different
dimensions of multiple deprivation have varying effects on performance, with
poor skills, high crime, and poor living-environment having a statistically
significant negative effect, but poor housing and low income no significant
effect.
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Broadly similar findings to those uncovered by studies of English local
government have been presented in research within specific areas of public
service delivery. For example, Xu (2006) assesses the impact of demographic
and economic characteristics on health achievement across the US states.
High levels of poverty and unemployment were associated with poorer health
achievement. Higher proportions of females, older individuals, and minor-
ities in the population were also associated with lower health achievement,
while a large urban population was associated with better achievement. The
impact of socio-economic munificence and complexity on educational out-
comes is also considered in Gordon and Monastiriotis' study (2006) of 779
secondary schools in Greater London. The results of their statistical analysis
suggest that low munificence, in the form of a high proportion of lone-parent
families and high unemployment, is associated with worse school examin-
ation performance. However, schools serving larger middle-class and Asian
feeder populations performed better, indicating that some dimensions of
heterogeneity may have a positive relationship with public service improve-
ment.

In recent years, studies of size effects on local government performance
have grown in methodological sophistication. For example, Andrews, Chen,
and Martin (2006) carried out almost 700 tests of the relationship between
size and performance in English local government, controlling for external
constraints shown to be important determinants of performance. Although
they find that the relationship between population size and performance is a
complex mosaic of insignificant, positive, negative, and non-linear effects, the
balance of their evidence tends to support the assumption that large govern-
ments perform better than small ones.

The influence of Robert Putnam's work on social capital has been matched
by greater efforts to model its impact on public service performance at the
organizational level. For instance, Rice (2001) and Coffe and Geys (2005)
assess the relationship between levels of social capital within municipalities
and local government performance in Iowa and Belgium, finding consistently
positive effects, even when controlling for other measures of munificence and
measures of complexity. Similarly, Andrews (2007) finds that high levels of
political participation, a 'collectivist' political culture, strong interpersonal
trust, and vibrant associational life reduce the risk of public service failure,
when controlling for other environmental constraints.

Environmental dynamism

Although dynamism is arguably characteristic of environments in the public
sector (Boyne 2002; Ginter, Swayne, and Duncan 2002), there is currently
little research investigating its influence on public service performance.
Nevertheless, two 'Cardiff studies' furnish evidence on its impact when
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controlling for munificence and complexity. Indeed, these studies provide
comprehensive analyses of the Dess and Beard model of the organizational
environment, and the second of them provides a systematic exploration of
perceived environmental circumstances.

Andrews and Boyne (2008) examine the effects of objective measures of
socio-economic and political munificence, complexity, and dynamism on the
likelihood of public organizations operating within 148 local government
administrative areas being classified as failing by central government regula-
tory agencies. The statistical results provide general support for the hypoth-
eses that organizations are more likely to fail if they are confronted by an
environment that is low in economic and political munificence, complex (in
both the diversity and distribution of client groups), and dynamic (especially
if changes in munificence are unpredictable). Andrews (2009) explores the
effects of objective and subjective socio-economic environments on the per-
formance of fifty-nine Welsh local authority service departments. The results
from this analysis suggest that variations in performance are positively related
to objective and subjective measures of environmental munificence, but
negatively to objective and subjective measures of dynamism. However,
while delivering services in conditions of high recorded complexity are likely
to lead to lower performance, managers' perceptions of greater complexity are
not associated with worse performance.

The handful of studies that examine the impact of environmental dyna-
mism on public services assume that environmental change is continuous,
typically following a pattern of linear equilibrium. However, dramatic and
unexpected environmental transformations may have more serious short-
term implications for performance than processes of change wrought over
the course of months, years, or decades. Such environmental 'jolts' are sudden
'perturbations whose occurrences are difficult to foresee and whose impacts
are disruptive and potentially inimical' (Meyer 1982, p. 515). For example,
worker strikes or viral outbreaks can cause profound upheavals across organ-
izational fields. Although there are currently no studies of the independent
effects of such sudden environmental shifts on public service performance,
researchers have begun to investigate the extent to which managers have been
able to reduce the impact of natural disasters on performance (e.g. Meier,
O'Toole, and Hicklin [forthcoming]).

Unresolved research issues

The studies reviewed in this chapter furnish wide-ranging evidence on the
extent to which organizational environments constrain public organizations.
However, very little is known about whether the relative tractability of the
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environment may influence public service achievements. While Meier and
OToole (2008) provide evidence of the environmental buffering activities
undertaken by public organizations to protect core routines and processes,
there have been almost no systematic attempts to examine the relative 'mal-
leability' of environments.

Arguably, all circumstances within the purview of public organizations may
be at least partially malleable rather than fixed—for example, local govern-
ment performance may influence the size and composition of the local
population through fiscal migration (John, Dowding, and Biggs 1995).
Thus, the extent to which environments are susceptible to the proactive
influence of organizations would reveal much about the nature of public
service improvement.

Within the broader management literature, evidence on deliberate attempts
to reshape the context in which organizations operate (aside from entering new
markets or exiting existing ones) draw largely on the concept of environmental
enactment. According to Weick (1969), when managers construct, rearrange, or
eradicate certain elements of their task environment in order to achieve desired
goals, they 'enact' the external circumstances faced by their organization. For
public organizations this might entail devising strategies to improve the cap-
acity of clients to co-produce services or the proactive management of rela-
tionships with key external stakeholders. For example, Johnson and Fauske
(2000) show how school principals in a sample of US schools frequently pre-
empt potential environmental threats and seize opportunities associated with
potentially favourable external events. This, in turn, enables them to accumu-
late greater personal and organizational legitimacy in the eyes of staff, students,
parents, and legislators. Nevertheless, to fully explore the tractability of public
sector environments it is also necessary to consider managerial actions at lower
levels of the organizational hierarchy. For instance, the ad hoc interventions
made by street-level bureaucrats, such as police officers, social workers, and
teachers, are premised on their knowledge 'about what works as a result of daily
interactions with clients' (Maynard-Moody, Musheno, and Palumbo 1990).
Given that the existing empirical evidence confirms that organizational envir-
onments matter, public management researchers would therefore do well to
investigate the capacity of organizations to enact environments that are more
conducive to service improvement.

Conclusion

This chapter has explored organizational environments and public service
improvement. The evidence reviewed here illustrates that variations in the
performance of public organizations are, as expected, influenced by measures
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of the environmental munificence, complexity, and dynamism confronted by
organizations. Organizations operating in a munificent, simple, stable, and
predictable context appear to perform better than their counterparts in less
favourable circumstances. Indeed, each of the dimensions of the environment
identified by Dess and Beard (1984) seems to have an important impact on the
prospects of service improvement. This illustrates that it is essential for
researchers, policy-makers, and practitioners to acknowledge the impact of
environments on organizational outcomes. In addition, more work is required
to supplement and extend the extremely limited evidence on the influence of
managers' perceptions of the environment on performance, especially in terms
of the processes of environmental enactment to which they give rise.

Although the evidence surveyed here largely confirms the hypothesized
effects of environmental munificence, complexity, and dynamism, it suffers
from limitations that should be addressed in future studies. In particular, the
reported findings may simply be a product of where and when the empirical
studies were conducted. The evidence base to date is largely restricted to
Anglophone countries. To what extent are the environments in these coun-
tries comparable with those faced by public organizations in other developed
countries with contrasting welfare state regimes? Moreover, to what extent,
and in what ways, do public sector organizational environments differ in
developing countries? In addition, the existing studies do not typically exam-
ine the ways in which public managers and organizations seek to change the
environments in which they operate and the resulting effects on performance.
Despite these challenges for public management research, the evidence pre-
sented in this chapter highlights that organizational environments place
important constraints on managers and organizations in the public sector,
and that this must be acknowledged in the theory and practice of public
service improvement.

R E F E R E N C E S

Aldrich, H. E. (1979). Organizations and Environment Englewood Cliffs, NJ: Prentice-Hall.
Andrews, R. (2004). Analysing Deprivation and Local Authority Performance: The Impli-

cations for CPA. Public Money & Management 24, 19-26.
(2007). Civic Culture and Public Service Failure: An Empirical Exploration. Urban

Studies 44, 845-64.
(2008). An Institutionalist Approach to Spatial Variations in Public Service Failure:

Evidence from England. European Urban and Regional Studies 15, 349-62.
(2009). Organizational Task Environments and Performance: An Empirical Analysis.

International Public Management Journal 12, 1-23.
and Boyne, G. A. (2008). Organizational Environments and Public Service Failure: An

Empirical Analysis. Environment and Planning C—Government and Policy 26, 788—807.

ORGANIZATIONAL ENVIRONMENTS



32

Andrews, R., Boyne, G. A., Chen, A. and Martin, S. (2006). Population Size and Local
Authority Performance. London: Office of the Deputy Prime Minister.

and Enticott, G. (2006). Performance Failure in the Public Sector: Misfortune
or Mismanagement? Public Management Review 8, 273-96.

Law, J. and Walker, R. M. (2005). External Constraints and Local Service
Standards: The Case of Comprehensive Performance Assessment in English Local
Government. Public Administration 83, 639-56.

Baum, J. A. C. and Oliver, C. (1991). Institutional Linkages and Organizational Mortality.
Administrative Science Quarterly 36, 187-218.

Begun, J. W. and Kaissi, A. A. (2004). Uncertainty in Health Care Environments: Myth or
Reality? Health Care Management Review 29, 31-9.

Bennett, R. (1982). Central Grants to Local Governments. Cambridge: Cambridge Univer-
sity Press.

Birch, S. and Maynard, A. (1986). Performance Indicators and Performance Assessment in
the UK National Health Service: Implications for Management and Planning. Inter-
national Journal of Health Planning and Management 1, 287-306.

Boaden, N. T. and Alford, R. R. (1969). Sources of Diversity in English Local Government
Decisions. Public Administration 47, 203-23.

Boulding, K. E. (1978). Ecodynamics. Beverly Hills, CA: Sage.
Boyd, B. and Fulk, J. (1996). Executive Scanning and Perceived Environmental Uncer-

tainty: A Multidimensional Model. Journal of Management 22, 1-21.
and Gove, S. (2006). Managerial Constraint: The Intersection between Organiza-

tional Task Environment and Discretion, in D. Ketchen and D. Bergh (eds.), Research
Methodology in Strategy and Management, Volume 3. Oxford: JAI Press, pp. 57-96.

Boyne, G. A. (1996). Scale, Performance and the New Public Management: An Empirical
Analysis of Local Authority Services. Journal of Management Studies 33, 809—26.

(2002). Public and Private Management: What's the Difference? Journal of Manage-
ment Studies 39, 97-122.

-(2003). Sources of Public Service Improvement: A Critical Review and Research
Agenda. Journal of Public Administration Research and Theory 13, 367-94.

Bozeman, B. (1987). All Organizations Are Public: Bridging Public and Private Organization
Theory. San Francisco, CA: Jossey-Bass.

Carlisle, R., Avery, A. J. and Marsh, P. (2002). Primary Care Teams Work Harder in
Deprived Areas. Journal of Public Health Medicine 24, 43-8.

Castrogiovanni, G. J. (1991). Environmental Munificence: A Theoretical Assessment.
Academy of Management Review 16, 542-65.

Champagne, E, Leduc, N., Denis, J-L. and Pineault, R. (1993). Organizational and Envir-
onmental Determinants of the Performance of Public Health Units. Social Science &
Medicine 37, 85-95.

Chandler, A. (1962). Strategy and Structure: Chapters in the History of the Industrial
Enterprise. Cambridge, MA: MIT Press.

Child, J. (1972). Organizational Environment, Structure and Performance: The Role of
Strategic Choice. Sociology 6, 1-22.

Chun, Y. H. and Rainey, H. G. (2005). Goal Ambiguity and Organizational Performance
in US Federal Agencies. Journal of Public Administration Research and Theory 15,
529-57.

PUBLIC SERVICE IMPROVEMENT



33

Coffe, H. and Geys, B. (2005). Institutional Performance and Social Capital: An Applica-
tion to the Local Government Level. Journal of Urban Affairs 27, 485-502.

Croll, P. (2002). Social Deprivation, School-Level Achievement and Special Educational
Needs. Educational Research 44, 43-53.

Cyert, R. M. and March, J. G. (1963). A Behavioral Theory of the Firm. Englewood Cliffs,
NJ: Prentice-Hall.

D'Aveni, R. (1998). Waking up to the New Era of Hypercompetition. Washington Quarterly
21, 183-96.

Denters, B. (2002). Size and Political Trust: Evidence from Denmark, the Netherlands,
Norway and the United Kingdom. Government and Policy 20, 793-812.

Dess, G. G. and Beard, D. W. (1984). Dimensions of Organizational Task Environments.
Administrative Science Quarterly 29, 52-73.

DiMaggio, P. J. and Powell, W. W. (1983). The Iron Cage Revisited: Institutional Iso-
morphism and Collective Rationality in Organizational Fields. American Sociological
Review 48, 147-60.

Docherty, I., Goodlad, R. and Paddison, R. (2001). Civic Culture, Community and Citizen
Participation in Contrasting Neighbourhoods. Urban Studies 38, 2225-50.

Downey, H. K. and Slocum, J. W. (1975). Uncertainty: Measures, Research, and Sources of
Variation. Academy of Management Journal 18, 562-78.

Duncan, R. (1972). Characteristics of Organizational Environments and Perceived Uncer-
tainty. Administrative Science Quarterly 17, 313-27.

Dutton, J. M., Fahey, L. and Narayanan, V. K. (1983). Toward Understanding Strategic
Issue Diagnosis. Strategic Management Journal 4, 307—23.

Elkins, D. J. and Simeon, E. B. (1979). A Cause in Search of Its Effect, or What Does
Political Culture Explain? Comparative Politics 11, 127-45.

Emery, F. E. and Trist, E. L. (1965). The Causal Texture of Organizational Environments.
Human Relations 18, 21-32.

Ginter, P. M., Swayne, L. E. and Duncan, W. J. (2002). Strategic Management of Health
Care Organizations^ Fourth edition. Oxford: Blackwell.

Gordon, I. and Monastiriotis, V. (2006). Urban Size, Spatial Segregation and Inequality in
Education Outcomes. Urban Studies 43, 213-36.

Grosskopf, S. and Yaisawamg, S. (1990). Economies of Scope in the Provision of Local
Public Services. National Tax Journal 43, 61-74.

Gutierrez-Romero, R., Haubrich, D. and McLean, I. (2008). The Limits of Performance
Assessments of Public Bodies: External Constraints in English Local Government.
Environment and Planning C: Government and Policy 26, 767-87.

Hannan, M. T. and Freeman,}. (1977). The Population Ecology of Organizations. Ameri-
can Journal of Sociology 82, 929-64.

Harris, R. D. (2004). Organizational Task Environments: An Evaluation of Convergent and
Discriminant Validity. Journal of Management Studies 41, 857-82.

Hirschman, A. O. (1970). Exit, Voice and Loyalty: Responses to Decline in Firms, Organiza-
tions and States. Cambridge, MA: Harvard University Press.

Hoggett, P. (2006). Conflict, Ambivalence, and the Contested Purpose of Public Organ-
izations. Human Relations 59, 175—94.

Jasinski, J. L. (2000). Beyond High School: An Examination of Hispanic Educational
Attainment. Social Science Quarterly 81, 276—90.

ORGANIZATIONAL ENVIRONMENTS



34

Jencks, C. and Phillips, M. (eds.) (1998). The Black—White Test Score Gap. Washington,
DC: The Brookings Institution.

John, P., Dowding, K. and Biggs, S. (1995). Residential Mobility in London: A Micro-level
Test of the Behavioural Assumptions of the Tiebout Model. British Journal of Political
Science 25, 379-97.

Johnson, B. L. Jr. and Fauske, J. R. (2000). Principals and the Political Economy of
Environmental Enactment. Educational Administration Quarterly 36, 159-85.

Johnson, G. and Scholes, K. (2002). Exploring Corporate Strategy, Sixth edition. Harlow:
Prentice-Hall.

Ladd, H. F. (1992). Population Growth, Density and the Costs of Providing Public
Services. Urban Studies 29, 273-95.

Lynch, M. (1995). Effect of Practice and Patient Population Characteristics on the Uptake
of Childhood Immunizations. British Journal of General Practice 45, 205-8.

Maynard-Moody, S., Musheno, M. and Palumbo, D. (1990). Street-wise Social Policy:
Resolving the Dilemma of Street-level Influence and Successful Implementation. West-
ern Political Quarterly 43, 833-48.

Meier, K. J. and Bohte, J. (2003). Not with a Bang but a Whimper: Explaining Organiza-
tional Failures. Administration and Society 35, 104-21.

and O'Toole, L. J., Jr. (2008). Management Theory and Occam's Razor: How Public
Organizations Buffer the Environment. Administration and Society 39, 931-58.

-Hicklin, A. (Forthcoming). I've Seen Fire and I've Seen Rain: Public Manage-
ment and Performance After a Natural Disaster. Administration & Society.

Meyer, A. D. (1982). Adapting to Environmental Jolts. Administrative Science Quarterly 27,
515-37.

and Rowan, B. (1977). Institutionalized Organizations: Formal Structure as Myth
and Ceremony. American Journal of Sociology 83, 340-63.

Middleton, A., Murie, A. and Groves, R. (2005). Social Capital and Neighbourhoods that
Work. Urban Studies 42, 1711-38.

Miles, R. and Snow, C. (1978). Organizational Strategy, Structure and Process. London:
McGraw Hill.

Mouritzen, P. E. (1989). City Size and Citizens' Satisfaction: Two Competing Theories
Revisited. European Journal of Political Research 17, 661—88.

O'Toole L. J., Jr. (1997). Treating Networks Seriously: Practical and Research-Based
Agendas in Public Administration. Public Administration Review 57, 45-52.

Odeck, J. and Alkadi, A. (2004). The Performance of Subsidized Urban and Rural Public
Bus Operators: Empirical Evidence from Norway. Annals of Regional Science 38, 413-31.

Office of the Deputy Prime Minister (2004). Learning from the Experience of Recovery.
London: Office of the Deputy Prime Minister.

Pfeffer, J. and Salancik, G. R. (1978). The External Control of Organizations. New York:
Harper & Row.

Porter, M. (1980). Competitive Strategy: Techniques for Analyzing Industries and Competi-
tors. New York: Free Press.

Putnam, R. (2000). Bowling Alone: The Collapse and Revival of American Community. New
York: Simon & Schuster.

Putnam, R. (2007). E Pluribus Unum: Diversity and Community in the Twenty-first
Century. Scandinavian Political Studies 30, 137-74.

PUBLIC SERVICE IMPROVEMENT



35

Rainey , H. G. (1997). Understanding and Managing Public Organizations, Second edition.
San Francisco, CA: Jossey-Bass.

Backoff, R. W. and Levine, C. H. (1976). Comparing Public and Private Organiza-
tions. Public Administration Review 36, 233-44.

Rice, T. W. (2001). Social Capital and Government Performance in Iowa Communities.
Journal of Urban Affairs 23, 375-89.

Scott, W. R. (2001). Institutions and Organizations, Second edition. London: Sage.
Shah, S. M. and Cook, D. G. (2008). Socio-economic Determinants of Casualty and NHS

Direct Use. Journal of Public Health 30, 75-81.
Starbuck, W. H. (1976). Organizations and Their Environments, in M. D. Dunnette (ed.)>

Handbook of Industrial and Organizational Psychology. Chicago, IL: Rand McNally.
Staw, B., Sandelands, L. and Dutton, J. (1981). Threat--Rigidity Cycles in Organizational

Behavior: A Multi-Level Analysis. Administrative Science Quarterly 26, 501-24.
Tarn, M. Y. S. and Bassett, G. W. (2004). Does Diversity Matter? Measuring the Impact of

High School Diversity on Freshman GPA. Policy Studies Journal 32, 129-43.
Travers, T., Jones, G. and Burnham, }. (1993). The Impact of Population Size on Local

Authority Costs and Effectiveness. York: Joseph Rowntree Foundation.
Weick, K. E. (1969). The Social Psychology of Organizing. Reading, MA: Addison-Wesley.
West, A., Pennell, H., Travers, T. and West, R. (2001). Financing School-Based Education

in England: Poverty, Examination Results, and Expenditure. Environment and Planning
C: Government and Policy 19, 461-71.

Wilkinson, R. G. (1997). Socioeconomic Determinants of Health—Health Inequalities:
Relative or Absolute Material Standards? British Medical Journal 314, 591-5.

Williams, C. (2003). Harnessing Social Capital: Some Lessons from Rural England. Local
Government Studies 29, 75-90.

Wilson, W. J. (1991). Studying Inner-City Social Dislocations: The Challenge of Public
Agenda Research. American Sociological Review 56, 1-14.

Withers, S. D. (1997). Demographic Polarization of Housing Affordability in situ Major
United States Metropolitan Areas. Urban Geography 18, 296-323.

Xu, K. T. (2006). State-level Variations in Income-related Inequality in Health and Health
Achievement in the US. Social Science & Medicine 63, 457-64.

ORGANIZATIONAL ENVIRONMENTS



Regulation
Steve Martin

Introduction

One of the distinguishing features of the public sector is the scale, scope,
and extent of regulation (Boyne 2003a; Hood et al. 1998). Unlike their
commercial counterparts, managers of public services are not free to choose
what goods and services they will provide or which customers they want to
serve. They work within fairly tightly drawn parameters set by legal duties
and powers and a range of other regulatory controls. Traditionally regula-
tion has been associated with safeguards designed to ensure financial
propriety and the delivery of minimum service standards. However, in
recent years it has also been seen as a 'driver' of improvement with an
increasingly important role to play in public services management. Whilst
these developments have perhaps been most marked and best documented
in the United Kingdom, the growth of performance auditing and public
services inspection has been a cross-national phenomenon involving 'the
transformation of existing, and the emergence of new, formal institutions of
monitoring' (Power 2003, p. 188) in continental Europe, North America,
and Australia.

These developments have been intimately bound up with the emergence of
the 'regulatory state' as an alternative form of governance to the traditional
welfare state. The latter is characterized by integration between policy-making
and service delivery and direct provision of services by government. By
contrast, the regulatory state involves the separation of policy and delivery
through privatization, contracting out, and the creation of arm's-length
operational units. Public services are freed from traditional bureaucratic
controls but become subject to new forms of steering by regulatory bodies
which set standards, monitor performance, and specify contracts on behalf of
governments (Scott 2004).

This chapter first examines the main types of regulation which apply to
public services, highlighting in particular the growing importance of public
services audit and inspection. Next it examines the theoretical links between
regulation and improvement. It then assesses empirical evidence about this
relationship. Finally it explores the implications for future research.
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Definitions

In its broadest sense, regulation is concerned with the attempt by a govern-
ment or a government agency to shape the behaviour of individuals, profes-
sions, organizations, or institutions. Baldwin and Cave (1999, p. 2) define it as
'sustained and focused control exercised by a public agency over activities that
are valued by a community', whilst James (2000, p. 327) describes it as
'achieving public goals using rules or standards of behaviour backed up by
sanctions or rewards of the state'.

National and local governments regulate the activities of public sector
agencies in a variety of ways. Regulation is often underpinned by legal
obligations and sanctions (including financial penalties and in extreme
cases imprisonment), as for example in the case of health and safety, trading
standards, and environmental protection. In general, the threat of punish-
ments is more effective in regulation than the offer of rewards (Braithwaite
2000), but the latter can nevertheless play an important role. Ayres and
Braithwaite (1992) write of an 'enforcement pyramid' at the apex of which
is the regulators' powers to prevent activities. Examples include competition
laws which control entry to a market, the sale of permits, the granting of
licensing to trade, and restrictions on physical developments through spatial
planning controls. Moving further down this 'pyramid', regulators provide
incentives such as tax breaks and public subsidies and non-financial rewards
such as awards which are designed to induce certain kinds of organizational
and individual behaviours that are thought to be associated with desired
outcomes (or to desist from behaviours associated with unwanted outcomes).
Towards the bottom of the pyramid, regulators exert influence through
persuasion (education, information, and advice) and voluntary codes of
self-regulation. Ideally, the choice of regulatory instruments should be re-
sponsive to the nature of the perceived risks, and in general it is in the
interests of both the regulators and those who they regulate to operate at
the base of the pyramid (Ayres and Braithwaite 1992).

Government regulation of private organizations is typically motivated by
the absence of market pressures or by market failure. Windfall taxes and price
controls are designed to prevent monopolies or oligopolies exploiting their
position in ways which penalize consumers. Regulators may also seek to
reduce the power of monopoly producers by encouraging new entrants to
supply markets in order to increase competition. A second reason for impos-
ing regulation is to secure continuity of supply of vital public goods and/or to
protect the needs of particularly vulnerable consumers (such as the elderly
and those on low incomes). A third function of regulators is to ensure that
service users have the information they need to make informed decisions.
Fourth, it is often designed to ensure that providers and consumers take
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account of externalities which are not reflected adequately in unregulated
exchanges.

All of these rationales also apply to the regulation of public services. Many
public service providers enjoy monopoly status and therefore lack competi-
tive pressures to maximize their efficiency and the quality of their services.
They frequently provide services upon which the most vulnerable members of
society are highly dependent. And it is often the case that clients, pupils,
patients, and taxpayers lack sufficient information to hold public services to
account. It is not therefore surprising that public services find themselves
subject to a range of different forms of regulation. Hood and Scott (1996,
p. 321) define the regulation of public sector bodies as 'processes by which
standards are set, monitored and/or enforced in some way, by bureaucratic
actors who are somewhat separate from units or bodies that have direct
operational or service delivery responsibilities'. Hood et al. (2000, p. 284)
introduce the concept of 'regulation inside government' which they define as
'oversight of bureaucracies by other public agencies operating at arm's-length
from the direct line of command, the overseers being endowed with some sort
of official authority over their charges'. They identify three distinctive features
of this form of regulation. First, regulators have official authority over the
body (or bodies) which they regulate. This may for example be through
control over resources, the laying down of procedures that they must follow,
or the setting of service standards which they must achieve. Second, there is
an organizational separation between the regulator and the regulated body.
Third, the regulator monitors performance and uses persuasion and/or dir-
ection to modify the actions of the regulated body.

According to Hood and his colleagues, there are five main forms of
activity which fulfil these criteria: adjudication, authorization, certification,
audit, and inspection. Adjudication includes complaints handling systems
and a variety of different forms of scrutiny by individuals and/or organiza-
tions set up specifically for this purpose—for example, inquiries undertaken
by public services ombudsmen. Authorization and certification include the
formal and informal regulations by which central government departments
influence other government agencies (such as executive agencies) and local
service providers such as hospitals, schools, police services, and local au-
thorities. They include the imposition of constraints on activities (e.g.
restrictions on UK local government's powers to trade); enabling powers
(e.g. the power to promote well-being granted to local councils in England
and Wales); and mandatory requirements (e.g. the duty of Best Value and a
duty to collaborate). Audit focuses on the stewardship of public money and
the financial viability of public bodies, and usually involves regular checking
of an organization's accounts and financial management systems by account-
ing professionals. Inspection focuses on service quality and outcomes, and
normally consists of selective, episodic checks that organizations are meeting
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39

minimum standards or conforming to agreed standards of 'good practice'.
Inspectors come from a more diverse range of backgrounds than auditors.
Teams often include people with experience of general management and lay
assessors.

Adjudication, authorization, and certification all have an important role to
play in quality assurance. However, public services audit and inspection in
recent years have been seen as most likely to contribute to efforts to improve
performance. This chapter therefore focuses primarily on these two forms of
regulation. With the increasing use of performance auditing around the
globe, and particularly in the United States and Europe (Barzelay 1997;
English and Skaerbaek 2007; Pollitt 2003), the distinction between audit
and inspection has become increasingly blurred. Inspectors and auditors
have sought to 'blend their respective concerns with quality and efficiency'
(Midwinter and McGarvey 2001, p. 843) with the result that there has been a
'homogenization and standardization of audit and inspection processes'
(Power 2003, p. 189), with audit 'pushed towards a more inspectorial style
of approach' (Bowerman et al. 2000, p. 83). Auditors have taken an increasing
interest in performance and both inspection and audit have become more
concerned with aspects of corporate capacity such as leadership and the use of
resources. However, Power (1997) maintains that, in spite of the convergence
between them, the two activities remain distinct. Inspection is, he argues,
more likely to create a dialogue because standards are less clear cut and
judgements may therefore be negotiated with inspected bodies.

Theories of regulation and improvement

It is helpful to distinguish between three theoretical perspectives on the
possible links between regulation and public services improvement. The
traditional view of regulation of public services sees it as a means of ensuring
that services meet minimum standards. Regulation is regarded as a means of
providing public assurance. As such it has links to the concepts of risk
assessment and total quality management. A second perspective conceptual-
izes regulation as a response to absence of competition and contestability
which drive improvement in private goods markets. It echoes the rationale for
regulation of privatized former state monopolies in sectors such as telecom-
munications, water, electricity, and gas supply arid draws on economic theory.
The third perspective views regulation as an 'agent of improvement'. It
borrows (implicitly at least) from the business management literature and
in particular draws on theories of leadership, motivation, and organizational
learning.
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REGULATION FOR ASSURANCE

A number of scholars have linked the development of the 'regulatory state'
(Majone 1994) to a loss of faith in traditional forms of bureaucratic control
and professional expertise (Newman 1998, 2001). Theories which see the role
of regulation as offering assurance therefore provide a persuasive account of
its growth in recent years. It is argued that high profile failures in areas such as
child protection, combined with less deferential attitudes on the part of
service users and increasing risk aversion in the wider population, mean
that citizens and their elected representatives are now unwilling to rely
on teachers, clinicians, social workers, and other experts to safeguard the
interests of pupils, patients, and clients (Davies 2000). The result has been a
shift away from relations based on trust in status to a much greater reliance on
explicit, codified standards and practices (Hughes et al. 1997).

According to this view, regulation serves a powerful socio-political func-
tion, providing policy-makers with a way of being able to exert 'control at a
distance' (Hoggett 1996) over increasingly decentralized and dispersed forms
of service delivery to which functions traditionally provided directly by the
state have been hived off (Clarke et al. 2000). The data generated by audit,
inspection, and other forms of regulation have proved useful to governments
wishing to monitor the performance of these semi-autonomous delivery
organizations, and provided chief executives and non-executive board mem-
bers of these organizations with the information they need to exert control
over 'frontline' services (Humphrey 2003).

The concept of 'risk regulation regimes' offers a useful theoretical frame-
work which helps in the identification of the possible impacts of regulatory
mechanisms on performance. Drawing on cybernetic theory, Hood et al.
(2001) distinguish three components which they suggest form the basis of
any regulatory regime: ways of gathering information; ways of setting stand-
ards, goals, or targets; and ways of changing behaviour to meet standards or
targets. Boyne et al. (2002) extend this framework to suggest that the effec-
tiveness of regulation will be related to the expertise of the regulators and
levels of resistance, ritual compliance, regulatory capture, performance am-
biguity, and the extent of information gaps.

A number of authors highlight the importance of the 'relational distance'
between inspectors and those whom they inspect. They suggest that by
avoiding regulatory capture and maintaining their independence (or 'dis-
tance'), regulators are able to highlight service failings without fear or favour.
But a number of researchers have suggested that this may be counterproduc-
tive because inspected bodies are likely to resist recommendations made by
regulators whom they regard as remote and unsympathetic, and 'punitive'
regimes may therefore be more likely to encourage gaming (Day and Klein
1990; Hughes et al. 1997).
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Hughes et al. (1997) suggest that the nature of the regulatory regime which
develops in any given situation is determined by the public standing of those
whose activities are being regulated, their ability to lay claim to specialist
knowledge or expertise, their capacity to act collectively to resist inspection,
and the level of concern about their current performance. Hood et al. (1999)
echo this view. They found that the more distant regulators were from those
whom they were regulating (in terms of their professional training and social
background), the more formal and rule-bound was the approach to inspec-
tion.

REGULATION AS CONTESTABILITY

A second theoretical perspective on the regulation of public services sees it as
compensating for the absence of effective competition in supply markets.
According to this view, because dissatisfied service users are unable to go
elsewhere and taxpayers cannot act like shareholders to keep inefficient
providers in check, the role of the regulator is to manage supply markets to
safeguard their interests.

This perspective on regulation of services has been influential in shaping
policy in the United Kingdom and elsewhere. It has, for example, under-
pinned the work of the UK Treasury's Better Regulation Executive which
oversees the regulation of both public and private sector markets. And it is
increasingly being seen in the way in which regulators of public services
account for their activities. The former chair of the UK Audit Commission,
for example, has stated that 'the regulator's challenge has been to create a
substitute form of pressure' (Strachan 2005 quoted in Grace 2005, p. 558), and
social care inspectorates in Britain also explicitly define their role as regulating
the mixed market of provision of care for vulnerable adults (Platt 2005). Seen
from this perspective, regulation acts as a counterweight to producer interests
in order to safeguard the needs of users and taxpayers. Price controls limit
the scope for budget maximization and bureau shaping by providers, thus
helping to ensure efficient service provision. The setting of minimum stand-
ards exerts pressure on providers to safeguard service quality, especially where
service users have access to some form of redress or financial compensation.

In many countries the public sector organizations are not monopoly sup-
pliers of major public services such as health, education, and training. They
operate in quasi-markets in which they face competition—from other public
agencies and/or from the private and not-for-profit sectors. As noted above,
regulators can play a role in creating and nurturing these markets. They may
also help to ensure that they operate effectively. In particular they often have a
role in alleviating measurement problems and information asymmetries. Defi-
nitions of performance in the public sector are often ambiguous or contested.
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Outcomes can be difficult to quantify and compare. And providers invariably
have access to more accurate, up-to-date, and comprehensive information
about costs and quality than the commissioners or users of services. In these
circumstances regulators may assist the functioning of supply markets by
generating and disseminating comparative performance data which enable
both commissioners and service users to make informed choices about which
providers to access.

REGULATION AS AN AGENT OF IMPROVEMENT

In recent years governments around the world have been urgently seeking
ways to secure improvement in their public services (Boyne 2003b). The third
view of regulation identified above sees it as a means of achieving this. This
perspective has been particularly influential in the United Kingdom where
performance auditing and external inspection have been seen explicitly as a
way of 'driving through' public services reform (Downe and Martin 2007).
But it is also reflected in the activities of supreme audit institutions in many
other countries (including, e.g., the United States General Accounting Office,
the Bundes and Landesrechnungshoefe in Germany, and the National Audit
Office in Australia) and at local level. In the Netherlands, Sweden, and France,
for example, local authority associations have negotiated with the central
government for the introduction of national benchmarking schemes to fa-
cilitate performance comparisons (Fouchet and Guenoun 2007; Hendriks and
Tops 2003; Smith 2007). In Germany, where there is tradition of voluntary
performance management by the local government (Reichard 2003), the
Lander have started to scrutinize the accountancy and budgeting processes
of the municipalities in much more detail and recently imposed a new
requirement that they operate a system of output-oriented performance
management known as 'Produktorientierte Haushalt' (Bloomfield 2006). In
Ontario, a Municipal Performance Measurement Program incorporating
measures of effectiveness and efficiency has been adopted by municipalities
(Findlay2007).

Many inspectorates now explicitly define their purpose as 'agents of im-
provement'. Audit Scotland (2008), for example, describes itself as 'holding to
account and helping to improve'. Its aim is to 'provide assurance to elected
officials, board members, and the public at large about how public money is
used, while at the same time helping public bodies improve they way they are
managed and the services they deliver'. The Audit Commission in England
goes further. It states: 'Our mission is to be a driving force in the improve-
ment of public services. We promote good practice and help those responsible
for public services to achieve better outcomes for citizens, with a focus on
those people who need public services most'. And the Wales Audit Office is
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currently switching resources away from its traditional audit function in
favour of disseminating good practice. Researchers have found that this
view of the role of regulation is also echoed by local inspection teams.
Humphrey (2002, p. 470) reports that the social services Joint Review Team
which she shadowed 'conceptualised itself primarily as an improvement
agency, as it aspires to work hand-in-hand with senior managers to the benefit
of all stakeholders, and reviewers make frequent references to their "free
consultancy services"'.

Negative impacts on performance

Set against these explanations of how regulation is in theory linked to public
service improvement, there are a number of critiques which suggest that it
may in fact have no significant impact or even lead to negative effects on
performance.

Power (1997, 2003) argues that regulation consists of self-serving 'rituals of
verification' which promote the interests of regulators and their political
masters and mistresses rather than performance improvement. Regulators
need to make organizations 'auditable'. As a result, performance cis not so
much verified as constructed around the audit process itself (Power 1997,
p. 51). According to this view, regulators find it easier to observe deficiencies
in procedural characteristics than to measure substantive outcomes. As a
result, regulation may provide false reassurance and introduce perverse in-
centives which distort organizational priorities and individual behaviours
(Clarke 2008; Humphrey 2001, 2002). Jones (2000, p. 29), for example,
notes that in education 'there is considerable concern about the introduction
of systems of service measurement and quality assessment which are elec-
tronically sophisticated but theoretically elementary and imperfect'. And the
recent introduction of composite performance measures in UK public ser-
vices has come in for particular criticism because of their vulnerability to
categorization errors and gaming and their disregard of important external
influences on performance (see Andrews [2004]; Andrews et al. [2005]; Jacobs
and Goddard [2007]; McLean et al. [2007]; Palmer and Kenway [2004]).

A second important critique of regulation of public services argues that
sustainable improvement cannot be forced from the outside but depends on
organizations' capacity for reflection and self-improvement (Fink 1999; Jones
2005; Newman 2001). Inspection can in fact make it more difficult for poor-
performing organizations to improve because the stigma associated with bad
inspection reports leads to defensiveness and makes it difficult for them to
retain and recruit good staff (Davis and Martin 2008).
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A third area of concern is the cost of regulation. Inspectorates need staff
and finance and inspected bodies may incur significant compliance costs.
Performance monitoring is likely to 'distract middle- and upper-level officials,
create massive paperwork, and produce major unintended effects' (Hood and
Peters 2004, p. 278). Studies also suggest that inspection takes a toll on staff
(see Brimblecombe et al. [1996]; Grubb [1999]; Weiner [2002]) and can cause
widespread disruption to the service delivery (Earley 1998). In a study of
twenty-four school inspections, Wilcox and Gray (1996) found evidence of
persistent teacher anxiety even in schools which received good reports. Critics
also argue that regulation stifles innovation by rewarding conformity rather
than risk-taking (van Thiel and Leeuw 2002).

Theoretical perspectives on the potential impact of regulation on public
services therefore offer a range of sometimes contradictory propositions. Its
alleged benefits include public assurance, better functioning of supply mar-
kets for public services, and direct improvements through the identification
of organizations which are underperforming. But the literature also demon-
strates the existence of significant concern about the financial, opportunity,
and human costs associated with regulation. It is noticeable that regulators
frequently justify their activities in terms of instrumental gains including
cost savings and performance improvements—what Pollitt and Summa
(1997) call a 'managerialist' rather than a 'constitutional' rationale. And
yet, as a number of scholars have noted, there is very little rigorous evidence
about the real costs and benefits of regulation or its impact on improvement
(Boyne et al. 2002; Byatt and Lyons 2001; Davis et al. 2004; Hood et al. 1999,
2000).

Evidence of regulation and improvement

The remainder of this chapter seeks to begin to fill this gap by examining
empirical studies of the impact of inspection on the performance of public
services. A literature search revealed that most studies that have explored this
relationship share a number of features. They focus on the direct impacts of
inspection and are therefore aligned with the third of the rationales for
regulation outlined above. They have little to say about indirect effects on
performance—either through improving the operation of supply markets or
increasing accountability. Most focused on just one sector (usually schools or
local government services) and assessed impacts in terms of senior managers'
perceptions of the performance of their organizations and/or government
performance indicators. Studies have also focused on UK public services,
perhaps because of the availability of performance data and (as described
earlier) also because British policy-makers have emphasized the role of
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regulation in driving improvement. (A study of summaries reviewed is given
in Table 3.1.)

The largest single body of empirical research on the impacts of inspection
focuses on school effectiveness. Much of this concludes that inspections have
led to changes in management systems and teaching practice but that the
relationship with improvements in educational attainment is complex and
contingent.

Ousten et al. (1997) surveyed head teachers in 683 English secondary
schools immediately before and two years after they were inspected. They
report that inspections were widely credited with having helped to clarify the
responsibilities of the senior management team and with improvements in
personal and social education, tutorial programmes, and provision for those
with special needs. They also led to the development of stronger links between
schools' development plans and their budget planning processes. Kogan and
Maden (1999) report similar effects. They found that 58 per cent of the
schools had made changes to teaching styles and curriculum organization
following inspections. Four in ten had increased pupil monitoring and test-
ing. More than a quarter had changed management structures and a fifth had
increased staff development. Furthermore, an evaluation of revised Ofsted
inspection processes after September 2005 (known as 'Section 5 inspections')
reached similar conclusions. Nearly two-thirds of survey respondents and just
over half of those interviewed considered that the inspection had helped them
prioritize and clarify areas for improvement but had not highlighted wholly
new issues or areas of concern (McCrone et al. 2007).

But Kogan and Maden (1999) found that inspection had little impact on
performance. Two-thirds of teachers believed that it had not improved stu-
dents' test scores. Case et al. (2000), who studied the lead up to inspections,
the inspection process, and its impact one year later in three schools, are
similarly sceptical about the impact on improvement. They conclude that
'despite the intensity of the OFSTED experience, teachers in our study
indicate that, 1 year after inspection, it has no lasting impact on what they
do in the classroom'. They argue that teachers stage-manage inspections
through nominal compliance with formal procedures, but that the process
is of no lasting value in terms of increasing accountability or supporting
improvement. Like other researchers, they point to significant negative im-
pacts. They found that inspections increased levels of stress and anxiety
among teachers who are often left feeling humiliated and undervalued.
Kogan and Maden (1999) point to similar effects—a quarter of the schools
which they surveyed reported that staff sickness had gone up following
inspections and a fifth had experienced an increase in early retirements.

A small number of studies have analysed the impacts of inspection on
educational attainment using performance data rather than perceptions.
Cullingford and Daniels (1999, p. 66) analysed GCSE results in 426 English
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Table 3.1. Summary of empirical evidence

Study Type of inspection Country and sector Sample and time period Measures of performance Findings

Andrews and Martin (2007,

2010)

Andrews etal. (2008)

Brown and Lilford (2006)

Case etal. (2000)

Chapman (2001)

Cullingfordand Daniels

(1999)

Performance frameworks England, Scotland, and

Wales health service; local

government; police; fire

and rescue services

Service inspections

Star ratings

Welsh local government

services

English health service

School inspections English primary schools

School inspections English schools

All unitary local authority areas

2000/1 to 2004/5

51 local authority departments

2000 to 2002

303 English Primary CareTrusts

2004/5

3 schools mid and late 1990s

(precise date not specified)

5 English secondary schools

1999/2000

School inspections English secondary schools 426 schools 1994-97

Downe and Martin (2007) Best value inspection English local government 2,387 inspection reports

5 case study inspections

2001-5

Statutory performance indicators

Statutory performance indicators

Star ratings, Aggregated Quality

and Outcomes Framework scores,

Dr Foster mortality index; Dr Foster

equity index, NHS Litigation Au-

thority Risk Management standards

Non-participant observation; inter-

views and focus groups with

teachers

Teachers'perceptions of impacts of

inspection on their practice

Percentage of pupils attaining

grades of A* to C in GCSE examin-

ations

Games-Howell test of mean in-

spection scores critical incident

analysis

Managers'perceptions of improve-

ments in quality of services

Intensive inspection is associated with

more rapid performance improvement

No significant differences between per-

formance of services which had been

inspected and those which had not

Star ratings lack sufficient construct

validity to measure the underlying

concept of quality

Inspections led to intensification of con-

trol over teachers and increased levels of

stress and illness but no lasting impacts

on classroom practice

22% of teachers reported that they

intended to change their practice as a

result of the inspection.The culture of

schools played a key role in determining

how teachers responded to inspection

Results improved less in the year in which

schools were inspected than in those

which were not inspected

Inspection scores are unreliable basis on

which to judge performance because

of inconsistencies in the application of

inspection methods



Downe et al. (2008) BestValueAudit Scottish local government

Given (2005) Star ratings

Humphrey (2003)

Kogan and Maden (1999) School inspections

English-healthcare

English-social-services

departments

English schools

Surveys of managers in 16

councils

Interviews in 7 councils 2007

Cross-sectional analysis of 17

NHS trusts

3 case study authorities

1999-2001

Surveys of teachers, school

governors, and parents 19967

1997

Managers', politicians', and other

local stakeholders'perceptions of

improvements in service quality

Managers'perceptions of improve-

ments in performance of HR func-

tions

Managers'perceptions of service

quality

Teachers', governors', and parents'

perceptions of improvements in

teaching practices and students'

test scores

There are few examples of a direct link

between inspection and specific im-

provements. But inspection encourages

awareness of performance and makes it

more difficult for authorities to ignore

poor performance

Best value audits are seen by managers

as a catalyst for improvement in man-

agerial processes and a means of

increasing local capacity for self-evalu-

ation and learning

There is little evidence of direct improve-

ments in service outcomes

Poor data quality and inconsistent incen-

tives mean that star ratings are of limited

relevance in evaluating or driving the

performance of hospitals' HR function

The impact of inspection is contingent

on the capacity of inspected authorities

to respond effectively to them. It tends

to widen rather than narrow the gap

between good and poor performers

Inspections followed by changes in

teaching styles, curriculum organization,

and management structures, and by in-

creases in pupil monitoring and testing,

staff sickness, early retirement, and staff

development

Two-thirds of schools report no impact

on pupils'test scores

Parents more likely than teachers to

attribute changes to inspection

(continued)

joint reviews



Table 3.1. Continued

Study Type of inspection Country and sector Sample and time period Measures of performance Findings

Martin et al. (2003,2006) Best value inspections English local government

McCroneetal. (2007) Schools inspection

Ofsted (2007)

Oustenetal. (1997)

Childcare, education and

skills training for young

people

School inspections

Schools England

Schools, local govern-

ment, training agencies

England

English secondary schools

Surveys of senior managers in a

stratified sample of approxi-

mately 100 councils

In-depth case studies of 42

services which had undergone

significant improvement

2001 to 2004

Survey of 1,597 schools. Inter-

views with 169 head teachers,

senior managers, governors,

parents, and 243 pupils in 336

schools

Analysis of key case-study

school documents and test and

examination results 20057

2006

Synthesis studies bringing to-

gether results of evaluations

based on surveys, case studies,

and document analysis 2006

Before and after surveys of

head teachers of 683 schools

1993-96

Managers'perceptions of service

quality performance indicators

Perceptions of effectiveness of

teaching and improvements in stu-

dents'test scores and test results

Perceptions of students'attainment

Inspection reports

Senior managers'perceptions of

changes in teaching practices and

improvements in students'attain-

ment levels

25% of survey respondents believed

that the benefits of best value inspec-

tions outweighed the costs

But inspection had been instrumental in

encouraging improvement in 10 out of

42 in-depth case studies

Nearly two-thirds of survey respondents

and more than half of interviewees be-

lieved inspection had contributed to

improvement

Some evidence of a link between inspec-

tion recommendations and improve-

ment in exam results at key stage 2 and

key stage 4 in high-performing second-

ary schools

Regulation acts as a catalyst for im-

provement but its impact varies be-

tween organizations

Organizationsjudged to be inadequate

usually make fastest progress in improv-

ing management practices. Inspection

has had a significant impact on educa-

tion policy and spending priorities

Inspections linked to improvements in

internal processes and some evidence

of improvements in outcomes



Shaw etal. (2003)

Thomas etal. (2000)

School inspections

School inspections

English secondary schools Multivariate modelling of

examination scores 1992-97

Special needs schools,

England

Comparisons of school action

plans rated as successf ul'and

'unsuccessful' by inspectors

Interviews with senior man-

agement team and governors

in 14 schools

Late 1990s (precise dates

unspecified)

GCSE scores A* to C grades Inspection was associated with im-

provement in high-performing schools

but had a negative impact on those

where students had relatively low levels

of attainment

'Index of progress'; Senior teachers' Schools were traumatized by being

and boards of governors'percep- placed in special measures, but the pro-

tions of management and teaching cess led to improvements in terms of

practices greater clarity of purpose and strategic

direction, school leadership, and per-

formance monitoring. Follow-up inspec-

tions seen as providing valuable advice
and support
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secondary schools over a four-year period using logistic regression to model
changes to results in the year in which they were inspected. They found that
the percentage of students achieving five or more A* to C passes at GCSE
(public examinations taken at age 16) improved more slowly than in those
schools that were not inspected. They therefore concluded that inspection had
a negative impact on performance. However, McCrone et al. (2007) found
some evidence that specific recommendations relating to particular subjects
led to improvements in examination results at key stage two (primary school)
and at key stage 4 in those secondary schools where the majority of pupils
were already achieving good grades. Shaw et al. (2003) reach a similar
conclusion. They modelled the impact of inspection on the percentage of
pupils attaining five or more A* to C grades in GCSE examinations in 3,047
schools (which is almost all state-funded schools in England). They controlled
for other influences on results and analysed scores before and after inspec-
tions over the first full cycle of Ofsted inspections (which covered the period
from 1992 to 1997). They found that performance in selective schools, which
comprised about 5 per cent of state schools in England and where 80 to 90 per
cent of pupils achieved five or more A* to C grades, increased by an average of
1 per cent per year following inspections, whereas in mixed comprehensive
schools (which constituted about two-thirds of the population and where on
average just 30% of pupils achieved five or more A* to C grades) results
declined by 0.5 per cent in each of the years following inspections. In the case
of single-sex comprehensive schools for boys, where around 35 percent of
pupils achieved five or more A* to C grades, performance neither improved
nor declined. But in single-sex girls' comprehensive schools and in grant-
maintained schools, where 50 per cent and 45 per cent of students attained
five or more A* to C grades respectively, performance improved by 2 per cent
per annum post inspection.

Interestingly, studies based on teachers' perceptions of performance also
suggest that impacts of inspection may be contingent on a school's prior
performance. Chapman (2001) found marked variations among schools in
the numbers of teachers who expected to change their teaching practices as a
result of recent inspection reports. Those working in schools which already
had a focus on improvement had the most positive interactions with inspec-
tors and were most likely to report that inspection reports would change
the ways in which they taught. Perceptions of impact also seem to vary
widely among different types of informants. Kogan and Maden (1999)
found that parents took a far more positive view of the effects of inspection
on educational quality, standards, and financial management than teachers
and head teachers (three-quarters of whom claimed that changes which
followed inspections would have occurred in any case). School governors
took a more positive view of inspection than teachers but were more sceptical
than parents. Of course, teachers are not impartial informants. Their percep-
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tions of inspection may be coloured by a degree of resentment about the
burdens which inspections impose on them. However, they have a much more
detailed knowledge of what actually happens in the classroom than parents
and are therefore better placed to judge whether inspection is linked with
improvement in teaching practices and student attainment. The fact that
parents' perceptions are more positive reflects the fact that the public is
reassured by the knowledge that schools are subject to external scrutiny.

Research on the impact of inspections in local government services suggests
that its impacts are similarly contingent in this sector. Humphrey (2003)
analysed the impacts of joint reviews of local authority of social services
departments through interviews with managers and social workers in three
councils—one of which was judged by the review team to be 'excellent', one of
which was middle ranking, and one of which narrowly escaped being referred
for ministerial intervention. She found that managers and staff in the best-
performing authority had found the inspection beneficial and believed that it
had led to improvements. But their counterparts in the other two authorities
were more sceptical. Interviewees in the middle-ranking authority reported
that the review team's conclusions and recommendations had been valid and
had led to improvements in internal processes, particularly performance
management systems' but that 'this was offset by the absence of tangible
improvements for staff or service users at the grass roots' (p. 732). In the
poorest-performing authority the review was seen as having made things
worse because it damaged staff morale leading increasing numbers of staff
to 'jump ship'. Humphrey concludes that the impact of joint reviews on
performance improvement varies according to the capacity of the inspected
bodies to respond positively to findings. As a result, inspections almost
certainly exacerbate the overall inequalities between authorities, with a not-
able polarization between 'the best' and the 'the worst' (p. 731).

There is also evidence that different inspection methodologies have differ-
ential impacts, with some approaches perceived to be more effective than
others in encouraging improvement. Research suggests that Comprehensive
Performance Assessments (CPAs), which measured the overall performance
of councils in England, were seen by local authority managers as being more
effective in driving improvement than inspections which focused on individ-
ual local government services (Downe and Martin 2006). A survey in 2001
found that only 36 per cent of senior managers believed that service inspec-
tions had helped to encourage significant performance improvement in their
authority; two-thirds reported that they focused unduly on management
processes and neglected outcomes; 70 per cent believed that the costs of
inspection associated with them were too high; and just 25 per cent believed
that these costs were outweighed by the benefits (Martin et al. 2003). A
follow-up survey three years later found an increase in the proportion of
respondents who believed that costs outweighed benefits. However, a series of
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in-depth case studies of services in English local authorities found that
inspection had been a significant factor in ten of forty-two cases. In some
instances it had highlighted problems of which authorities had been unaware.
In others, managers had known that services were underperforming but had
been unwilling or unable to address difficulties until they were highlighted by
inspectors (Martin et al. 2006).

An evaluation of Best Value Audits (BVAs) in Scotland, which are analogous
to CPAs, found that three-quarters of the senior managers believed that they
had acted as a catalyst for improvement and more than two-thirds reported
that they had increased their authority's capacity for self-evaluation (Downe
et al. 2008). But interviews suggested that most of the improvements had been in
managerial processes rather than service outcomes, and managers complained
that inspectors failed to offer sufficient practical advice on how to improve.

Andrews et al. (2008) examined the impacts of inspection on the perform-
ance of fifty-one local government departments including education, social
services, housing, highways, public protection, and benefits and revenues.
They compared the performance of services which had been inspected with
those which had not over a two-year period using government performance
indicators and controlling for external influences such as levels of spending
and deprivation. The analysis found no relationship between inspection and
performance, and the authors therefore concluded that the value of inspec-
tion lies in enhancing the accountability of public organizations rather than
driving performance improvement. However, research by Andrews and Mar-
tin (2007, 2010) suggests that over a longer time period the intensity of
inspection may influence rates of improvement. Their analysis found that
government performance indicators showed that services had improved more
rapidly in those parts of the United Kingdom which had the most intensive
forms of inspection. They conclude that this may be indicative of a positive
association between certain kinds of inspection and performance.

Evaluations of inspection in the British National Health Service (Benson
et al. 2004, 2006; Day and Klein 2001, 2004; NHS Confederation 2003; Walshe
et al. 2001) echo those findings of research on education and local govern-
ment services. Walshe (2008) provides an overview of the research in this
field. He reports that studies have concluded that inspection of health services
has tended to focus on internal processes and structures rather than service
outcomes. It has contributed to some significant structural changes, particu-
larly to senior management teams. And whilst reviews rarely generated
entirely new knowledge about organizational performance and weaknesses,
they have brought these issues to the fore, making it more difficult for
organizations to ignore weaknesses and failings. However, it is difficult to
identify measurable improvements in performance associated with inspection
and, as in other sectors, there are concerns about the costs of inspection and
the validity of criteria used by inspectors.
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However, studies of the impact of aggregate measures (known at the time as
'star ratings') in the National Health Service cast doubt on their validity.
Brown and Lilford (2006) undertook a cross-sectional analysis of primary
care trusts in England and found no correlation between star ratings and
other overall methods of performance assessment including Quality and
Outcomes Framework, Litigation Authority Standards, and hospital mortal-
ity. Similarly, Givan (2005), who examined the impact of star ratings in
driving improvement in hospital HR departments, concluded that 'poor
data quality and inconsistent incentives make the ratings of limited relevance
in either evaluating or driving the performance of the hospital HR function'
(p. 634).

Conclusions

Evaluating the impacts of regulation is difficult. Policy-makers and inspection
bodies are reticent about independent analyses, preferring to assert rather
than having to prove the importance of inspection and other forms of
regulation. Any attempt to assess its impacts faces formidable methodological
challenges. The costs of public services inspection are not easily quantified.
Few inspected bodies keep systematic records of the amounts of staff time that
is given over to preparing for, and responding to, inspection visits, and it is
difficult accurately to gauge indirect and opportunity costs. The negative
impacts of inspection on innovation, staff sickness, motivation, retention,
and recruitment remain largely unknown.

The benefits of public services inspection are similarly elusive. Given that
regulation regimes are for the most part mandatory and applied comprehen-
sively, there is rarely a ccounterfactual' against which to measure progress in
its absence. Moreover, because the concept of 'performance' in public services
is multi-dimensional, what constitutes improvement is invariably ambiguous
and can be contested. Inspection may, for example, drive up quality as
organizations invest in additional staff or new capital to secure the improve-
ments demanded by the inspectors. But this may increase taxes and demor-
alize staff who are required to work more intensively. To complicate matters
further, in the case of services such as education it may take several years for
the impact of inspection to influence outcomes by which time it may be
impossible to isolate its effects from other variables. This is a particular
problem where governments intentionally pursue a range of different policies
and initiatives in tandem.

In light of these complexities, it is not surprising that Hood et al. (2000,
p. 298) identify ca continuing "evidence vacuum" about the marginal
effects (positive or negative) of increasing or reducing investment in the
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regulation of government'. The empirical studies reviewed in this chapter are
limited—most focus on the United Kingdom and are concerned with health,
local government, or schools—there is far less evidence about the impact of
regulation on the police, probation services, prisons, the courts, fire and rescue
services, and a host of other services. But even this admittedly narrow evidence
base provides some useful insights. Four conclusions stand out.

First, there are persistent and widespread concerns, particularly among
those at the receiving end of regulation, about its costs and its unintended
consequences. Second, in spite of this, there is evidence of a link between
inspection and improvements in internal structures and processes in a range
of different service sectors. Inspection seems to be associated in particular
with changes in management and leadership and the ability of organizations
to prioritize. Third, these changes in internal processes may lead to improve-
ment in service outcomes but this is far from guaranteed. Fourth, the impact
of inspection is highly contingent. It varies between sectors and between
organizations within the same sector. Different methodologies may have
different effects, and some activities are more 'auditable' than others. In
some services there are obvious ways of achieving improvement which can
be implemented relatively easily. Moreover, there is clear evidence that the
effectiveness of inspection is associated with an organization's ability to
respond to recommendations, which in turn seems to depend on its leader-
ship and managerial capacity and prior performance.

These findings have potentially important implications for policy. For
example, recent policy in England (and to some extent other parts of the
United Kingdom) has been predicated on the concept of 'earned autonomy'.
The assumption is that inspection is of particular benefit to poor performers
but that once they have achieved a basic level of competence they can be given
greater freedom to act independently and regulate their own performance. As
Power (1994) notes, one of the outcomes of this kind of thinking is that where
organizations fail to improve there are inevitably calls for yet more audit and
inspection, rather than an examination of its effectiveness, and several of the
studies described above suggest that this model may be flawed since, contrary
to the policy-makers' expectations, it seems that it is often the top performers
which benefit most from inspection. This finding highlights the importance
of using regulation in combination with other measures to support improve-
ment. As a recent study of the impacts of school inspection in seven OECD
countries concluded:

Without follow-up advice and monitoring to help a school to improve, a sound
programme of teacher development which takes the morale of the teachers into
account, a real understanding of how institutions work and how to manage change,
and more willingness on the part of the authorities to put resources into schools with
problems, post-evaluation improvement in many schools is likely to be short-term
and limited. (OECS/CERI 1995, pp. 24-5)
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There is then a challenging research agenda to be pursued on the subject of
regulation and improvement in public services. The fragmentary evidence
that is currently available is sufficient to show that this is an intellectually
challenging field of enquiry with considerable potential for policy relevance.
The need in the future is for empirical studies which cover a much broader
range of services, and for more research from outside the United Kingdom.
There is also a need for research which uses measures other than the percep-
tions of those who are subject to regulation. Existing studies draw heavily on
surveys and interviews with teachers, local government managers, clinicians,
and so forth. Their views are important but unlikely to tell the whole story.
These groups might perhaps be expected to play down the benefits of regu-
lation (e.g. by claiming that changes 'would have happened in any case') and
to be concerned about the associated costs and disruption to their activities.
Future research might therefore make more use of the perceptions of other
actors (such as inspectors and service users) and of performance measures to
shed light on why and how it is that regulation is associated with improve-
ment in outcomes in some situations but not others. This will help to advance
general theory about the determinants of performance. It should also inform
policy by indicating those situations in which regulation is likely to be most
effective and those where it is unlikely to work, and other policy instruments
must therefore be used to support improvement.,
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Strategic Planning
George Boyne

Introduction

A recurring theme in attempts to improve public service performance is the
need for organizations to adopt strategic planning. The idea that clear goals,
targets, data analysis, and formal plans can enhance performance seems to
appeal to governments across the globe (Downs and Larkey 1986; Poister and
Streib 2005; Pollitt and Bouckaert 2004; Verheijen and Dobrolyubova 2007).
This has led to one of the enduring debates in the public management
literature: What are the relative merits of rationalism and incrementalism as
alternative styles of organizational policy-making? (Dror 1973; Lindblom
1959, 1979; Simon 1961; Weiss and Woodhouse 1992; Wildavsky 1973). Is
organizational performance likely to be improved by setting unambiguous
goals and targets, formally analysing the feasibility of policy options and
making detailed plans, or by leaving goals vague and adapting incrementally
to new political circumstances? The aim of this chapter is to address this
question by evaluating theories and evidence on the links between planning
and the performance of public organizations. Depending on the assumptions
that are made, and the arguments that are built upon them, planning can be
hypothesized to have either a positive or negative effect on performance.
Although planning has many advocates, in both academic and policy circles,
it is also widely criticized as difficult, expensive, and counterproductive. In the
first part of the chapter, the theoretical bases of these opposing views are
considered in more detail. Next, the empirical evidence on the impact of
planning on performance is summarized and critically reviewed. The validity
of alternative theories of planning is then reassessed, and it is argued that its
effects on performance may be contingent not only on technical and political
aspects of the planning process but also on the institutional context in which
it is attempted.
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Theories of planning

WHAT IS PLANNING?

Planning can be defined broadly as an attempt to enhance performance by
forecasting changes in the organization and its environment, setting object-
ives, and developing strategies for the achievement of these objectives (Capon
et al. 1987; Wildavsky 1973). To some extent, all organizations engage in
planning, even if only loosely and intuitively. By contrast, strategic planning is
intended to be explicit, rational, rigorous, and systematic, and it involves the
application of scientific methods to policy problems (Friedman 1987; van
Gunsteren 1976). Organizational strategies are based not on incremental drift
or leaps in the dark, but on 'logical' techniques and processes (Mintzberg
1994). At the core of planning theory is the belief that reason can be used to
control the future behaviour and success of an organization.

Planning is usually conceptualized as a 'cycle' that comprises a number of
linked stages (see Dror [1973]; Leach [1982]). Each of these stages may have a
separate effect on performance, or perhaps only all of them in combination
allow planning to have its fullest impact:

1. Goal Clarity: Planning is premised on the belief that organizations have
formal goals and that expressing these clearly is the first stage in a sequence
of activities that can lead to better performance. These goals maybe subject
to modification as a result of subsequent stages in the cycle, but advocates
of planning largely accept the management mantra that 'an organization
that does not know what it is trying to achieve is unlikely to achieve
anything'. Thus reducing, if not eliminating, goal ambiguity is viewed as
an essential early element of a planning process.

2. Analysis of the Organization: After goals have been clarified, the next stage
is to analyse the organization and its environment in order to assess the
technical and political feasibility of the objectives that have been set. For
example, are the required financial and human resources likely to be
available, and will internal and external stakeholders support the plan?
The assessment of the organization and the environment is likely to
generate a lot of data that in turn will require interpretation and analysis
by technical specialists and organizational strategists.

3. Performance Targets: Once goals have been refined in the light of technical
and political feasibility, the next step is to set quantified targets for their
achievement. This in turn requires the selection of performance indicators
that accurately reflect the goals, and the identification of standards to be
achieved on these indicators by a specific time (depending on the planning
period—traditionally three or five years in the public sector, but more
recently one year in the current era of 'government by (quick) results').

STRATEGIC PLANNING
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4. Formality: The extent to which objectives and strategies are expressed in a
written document. This is widely viewed as an essential feature of planning.
For example, in Capon et al.'s research (1987, p. 47), £for a firm, to be
classified as one that planned at all, a physical document had to be prepared'.
Formality also implies that the 'procedures used are prescribed... (and)
steps in the process are often scheduled and progress is controlled against
the resulting timetable' (Grinyer and Norburn 1975, p. 20). Thus the
existence of the formal plan is a means of guiding organizational activities
and steering strategy implementation.

A comprehensive study of the effects of planning would require all four of
these elements to be examined. As will be seen below, this condition is rarely
met in empirical tests of the impact of planning on public service performance.

HYPOTHETICAL EFFECTS OF PLANNING ON ORGANIZATIONAL
PERFORMANCE

Planning is believed to lead to positive organizational outcomes for a number
of reasons (see Camillus [1975]; Capon et al. [1987]; Kay [1995]). Strategic
planning forces leaders to clarify their objectives, and thereby provides a
framework for allocating resources in line with the purposes of the organiza-
tion. Furthermore, the objectives can be communicated to all staff who can
then channel their efforts accordingly. The process of planning allows external
events and internal changes to be anticipated and brought into alignment.
The potential for cpanic reactions' to unforeseen circumstances is thereby
reduced. It has been argued that the need for long-term planning is especially
great in decisions that involve capital investment (Kukalis 1991), and when
many circumstances in an organization's environment are changing rapidly
(Dror 1973). By contrast, incrementalism may suffice in a simple and stable
environment. Rational planning also allows decisions between alternative
strategies to be taken on the basis of comprehensive information, rather
than intuitively on the basis of incomplete or inaccurate data. Finally, plan-
ning contributes to the integration of the diverse activities in an organization.
Separate functions can be combined and coordinated into a corporate whole,
instead of working at cross-purposes.

Planning supposedly brings logic, unity, and synergy to decision-making,
all of which are believed to stimulate superior performance. The critics of
planning, however, dispute all of these points. The extensive critique of
rational decision-making in public agencies has concentrated on three main
issues. First, planning poses many technical problems: Relevant data are
difficult to obtain and even more difficult to analyse. Thus planning is
defeated by the intellectual limitations of the planners. This criticism reflects



63

Simon's argument (1961, p. xxiv) that decision-makers must 'satisfice because
they have not the wits to maximize'. Secondly, planning is politically difficult:
The effective development and enforcement of a plan implies a concentration
of power that may be inconsistent with the realities of organizational life.
As Wildavsky (1973, p. 132) argues: 'There can be no planning without the
ability to cause other people to act differently than they would otherwise act.
Planning assumes power. Planning is polities'. Strategic planning may require
that a single view of objectives and strategies for their achievement can be
embraced by the whole organization. However, most organizations resemble a
set of shifting coalitions rather than a military dictatorship. Lindblom (1959)
argues that the test of a good policy is, therefore, whether it commands
sufficient support to be adopted, not whether it will actually achieve some
grand objective. Thirdly, planning is widely considered to have a voracious
appetite for financial and human resources (Bryson and Roering 1988; Min-
tzberg 1994). This is partly because of the time and technology required to
undertake the planning cycle, each stage of which can be expensive because
organizational resources are displaced towards planning rather than deliver-
ing services. Lindblom (1959, p. 80) argues that planning is absurd 'when the
time and money that can be allocated to a policy problem is limited, as is
always the case'. In short, the costs of planning are a burden that must be
added to organizational overheads. This implies that even if planning helps to
boost service outputs and outcomes, this will come at a price of lower
efficiency and reduced cost-effectiveness.

Criticisms of the effects of planning systems that are actually implemented
are numerous (see Camillus [1975] and Mintzberg [1994] for a summary).
Two important sources will be reviewed briefly here in order to give a flavour
of the arguments. In a widely cited study, Quinn (1980) argues that the
strategies of successful organizations emerge from incremental rather than
rational processes. Even when planning procedures are followed, they are of
little relevance to the progress of the organization: 'Most important strategic
decisions seem to be made outside the formal planning structure, even in
organizations with well accepted planning cultures' (Quinn 1980, p. 2). Thus,
planning may be decoupled from the real events of strategy formation and
therefore have little impact on performance. Furthermore, in the organiza-
tions studied by Quinn, 'successful executives announced relatively few goals
to their organizations. These were frequently broad and general, and only
rarely were they quantitative or measurably precise' (1980, p. 66). Although
these criticisms of planning are sharp, it should be noted that they are drawn
from a very weak methodological base. Quinn presents no evidence on the
performance of his small (n = 9) sample of private organizations, and does
not compare the decision processes in these organizations with those in a
control group. For all we know, unsuccessful organizations may formulate
their strategies in exactly the same way as Quinn's supposedly successful
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organizations. In short, his criticisms of planning amount to little more than
interesting assertions.

In a similar vein, Brunsson (1982) argues that rational analysis is an
impediment to good performance. The process of planning can destabilize
an organization by creating uncertainty and conflict, which in turn reduces the
motivation and commitment of staff. Brunsson (1982, p. 33) concludes that
'effective decision processes break nearly all the rules for rational decision-
making: few alternatives should be analysed, only positive consequences of the
chosen actions should be considered, and objectives should not be formulated
in advance'. However, in direct contrast to Brunsson's arguments, subsequent
case studies of organizational behaviour in the private sector suggest that
'formal analysis acts as a kind of glue within the social interactive processes
of generating organizational commitment and ensuring action' (Langley 1989,
p. 626). The jury is still out on whether planning creates or destroys organiza-
tional commitment.

In recent years the target element of planning regimes has attracted sub-
stantial criticism, not least in the United Kingdom where central government
has set thousands of quantified objectives for public services (Hood 2006).
Two criticisms of targets are particularly relevant here. First, targets distort
organizational behaviour and service delivery by focusing attention on what is
being measured (Smith 1993). Yet this is precisely what a set of targets in a
planning regime is intended to do: prioritize some elements of performance
over others. Provided that targets accurately reflect the objectives of key
stakeholders, then no 'distortion' occurs. This is most likely to be true if
targets reflect service outcomes (e.g. better health, greater prosperity, cleaner
and safer environment, more equity between social groups). By contrast,
dimensions of performance such as economy or efficiency are not ends in
themselves, and if used as targets may result in perverse outcomes (e.g. lower
cost per unit of unwanted output). Second, targets lead to a displacement of
political and managerial effort from providing services to 'playing the indi-
cators'. Evidence of fraudulent behaviour in the pursuit of targets has been
found by various bodies responsible for auditing and inspecting government
agencies (Bevan and Hood 2006), and is corroborated by systematic academic
studies (Bohte and Meier 2000). The scope for cheating is likely to be
minimized if the extent to which targets have been achieved is visible to
service users and the public at large. For example, hospital administrators are
likely to fiddle the figures more easily on waiting lists than on patient
mortality. Cheating is also much more difficult if performance figures are
externally and independently audited.

In sum, a range of contradictory theoretical arguments on the costs and
benefits of rational planning can be identified. It remains to be determined
whether the results of empirical studies provide a clearer picture of the
relationship between planning and performance.
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Empirical evidence on planning and organizational
performance

EMPIRICAL STUDIES AND THEIR CHARACTERISTICS

Empirical research on planning in the public sector is largely concerned with
the obstacles to rational decision-making (Boyne et al. 2004; Downs and
Larkey 1986; Rhodes 1979; Sharkansky 1970). For example, during the
1970s and early 1980s, there were many studies of a major attempt at planning
in UK local government, the 'corporate revolution', but none of these analysed
its impact on performance (Gray 1982). More recent studies of planning in
the public sector have described the characteristics of strategic processes
(Collinge and Leach 1995; Stokes-Berry and Wechsler 1995) or have pre-
scribed particular methods of strategic planning (Bryson 1995; Caulfield and
Schultz 1989; Lavery and Hume 1991). The latter studies make the implicit
assumption that planning works, but offer no hard evidence either way.

Empirical evidence on the actual effect of planning on public service
performance was identified through a Web of Science search process (see
Chapter 1 for details). Closer inspection of the studies identified by this search
revealed only eight that contain evidence on the link between planning and
performance in the public sector. These studies, which are summarized in
Table 4.1, are limited not only in number but also in their geographical and
service coverage. First, all but one of them (Andersen 2008) has been con-
ducted on organizations in the United Kingdom and United States, and all
during the last decade when planning was promoted by proponents of NPM
as a 'business practice' that would work in the public sector (Hughes 2004).
Secondly, three of the studies have been conducted on the education sector,
which is a context that may be favourable to planning because of objectives
that are widely agreed (other things being equal, it is good for pupils to obtain
qualifications) and quantifiable (e.g. percentage of pupils passing exams).
Another limitation of the evidence is that measures of the impact of planning
rely solely on managers' or employees' perceptions in four of the studies.

On the other hand, the set of evidence on planning has a number of
strengths: It covers national and local governments, multi-purpose and sin-
gle-purpose organizations, and typically is based on large samples of organ-
izations, which enhances the external validity of the findings in the relevant
national and service contexts. Also, all of the studies use different data sets, so
the results are not loaded towards the relationship between planning and
performance in a particular set of organizations (e.g. the three 'Cardiff
studies' are on English local governments, Welsh local governments, and
English local authority education departments). Finally, seven of the eight
studies use formal tests of statistical significance (so the planning effects that
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Table 4.1 Summary of empirical evidence

Study

Boyne and Chen (2007)

Boyne and Gould-Williams

(2003)

Chun and Rainey (2005)

Hyndman and Eden (2001)

Lan and Rainey (1992)

Walker and Boyne (2006)

Weiss and Piderit (1999)

Andersen (2008)

Dimension of planning

Performance targets

Targets, environmen-

tal and organizational

analysis, formal plans

Goal clarity

Performance targets

Goal clarity

Targets

Goal clarity

Formal plans

Country and sector

England, education

Wales, local government

US, federal government

Northern Ireland, civil

service

US, federal, state, and local

governments

England, local government

US, education

Denmark, education

Sample and time period

147 local authorities,

1998-2003

186 service departments,

1998-2000

49 federal agencies, 2000

9 Executive Agencies, 1999

92 agencies in Syracuse, 1990s

117 local authorities, 2001 and

2002

304 schools in Michigan

740 secondary schools,

2001-3

Measure of performance

Percentage of school pupils

passing exams

Managers' perceptions of

service quality, efficiency,

and effectiveness

Employee perceptions of prod-

uctivity

Officials perceptions of service

effectiveness

Managers' perceptions of

organizational effectiveness

Archival; managers'

perceptions

Exam performance of school

pupils

Exam scores, equity between

socio-economic groups

Finding

Performance targets associated with

improvement in performance

Number of targets negatively related to per-

formance; environmental and organizational

analysis no effect; presence of formal plan no

effect

Goal clarity is associated with higher

performance

Targets lead to better performance

Goal clarity is associated with better

performance

Setting targets makes little difference; target

ownership by managers is associated with

higher performance

No effect of goal clarity on performance

Positive effect on exam scores; negative

effect on equity
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are uncovered by them are likely to be greater than would occur by chance
alone), and use multivariate models that test the net effect of planning when
some other potential influences on performance are held constant.

Evidence from the studies

Three of the studies have investigated the effects of goal clarity on performance.
Lan and Rainey (1992) examine goal clarity in ninety-two organizations in the
US city of Syracuse in New York state. The survey items for goal clarity were 'the
goals of my organization are clearly defined' and 'it easy to measure the degree
to which this organization achieves its goals', and that for performance was
'overall, this organization is effective in achieving its goals'. They find that goal
clarity is positively related to managers' perceptions of organizational effective-
ness, but the extent of this effect may be inflated by a common source bias that
arises from the response to all of the survey items by the same managers.

Chun and Rainey (2005) provide evidence on the relationship between goal
ambiguity (the opposite of clarity) and performance in US federal agencies.
They distinguish between four dimensions of goal ambiguity: 'mission am-
biguity' (how easily understandable is the organization's mission statement?),
'directive ambiguity' (the room for interpretation in translating organiza-
tional missions into concrete activities), 'evaluative ambiguity' (how precise
and measurable are the organizational objectives?), and 'priority ambiguity'
(the level of interpretative leeway in weighting different goals). Unlike the
earlier Lan and Rainey (1992) study, these aspects of goal clarity are oper-
ationalized using archival rather than perceptual measures, and are largely
derived from data and text in planning documents produced by the agencies.
One measure in the study taps managers' perceptions of organizational
performance: 'In the past two years the productivity of my work unit has
improved'. The results show that this variable is negatively related to the first
three dimensions of goal ambiguity, but is unrelated to the measure of
priority ambiguity. Thus, Chun and Rainey (2005, p. 549) conclude that
'goal clarity is good' and 'high quality strategic planning provides one path
towards goal clarification'.

The third goal-clarity study is by Weiss and Piderit (1999), who examine the
link between the content of mission statements and pupils' exam performance
in Michigan schools. Weiss and Piderit (1999, p. 195) note that proponents of
mission statements argue that they 'make explicit organizational goals and
priorities, leading to better communication with employees about what they
should be doing', but that critics argue that they may contain confusing
signals or communicate goals that employees reject, thereby generating in-
ternal conflict. One of the explanatory variables in this study is 'focus'—the
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number of themes (ranging from 1 to 10) in the mission statement, which can
be taken as a measure of goal clarity (the weaker the focus, the greater is the
goal ambiguity). Goal clarity was also measured directly by using the Gunning
Fog Index to assess the readability of the organizational mission. These
variables turn out to be statistically insignificant, which suggests that the
focus and clarity of schools' missions neither helps nor hinders their perform-
ance. Weiss and Piderit (1999, p. 220) note that an important limitation of
their study is the absence of 'data about the process within each school for
developing or using the mission statements'. As discussed below, this is a
potentially serious flaw because theoretical arguments emphasize that staff
'buy-in' is likely to mediate the impact of mission clarity on performance.

The impact of environmental and organizational analysis has been exam-
ined in only one study of public service performance. Boyne and Gould-
Williams (2003) test the impact of this aspect of planning on the performance
of local authority service departments in Wales. The measures of planning
and performance are derived from managerial perceptions but from different
sets of survey respondents in May and December 1999, respectively. The
extent of environmental analysis is based on the extent of consultation with
service users, participation in benchmarking clubs with other local author-
ities, and comparisons of performance against 'market leaders'. The measure
of organizational analysis comprises two elements: consultation with staff and
the development of performance indicators to track progress on the depart-
ment's own objectives. The seven perceptual measures of performance cover
service quality, efficiency, and cost-effectiveness. Although this appears to be a
comprehensive approach to the assessment of the link between planning and
performance, very few significant results are produced. Thus the safest infer-
ence is that, in this set of organizations, organizational and environmental
analysis makes little difference to service improvement.

The most widely examined aspect of planning is performance targets^ which
has been included in four studies. Hyndman and Eden (2001) undertake a
qualitative study of 'rational management' in nine executive agencies in the
Northern Ireland civil service. Their data and conclusions are based on
interviews with the chief executives of these agencies, and no direct measures
of the use of targets or organizational performance are provided. This group
of interviewees was 'chosen because of its seniority, assumed detailed know-
ledge of the issues and its ability to provide an overview of the entire
operations of the agency' (Hyndman and Eden 2001, p. 584). The rationale
for the creation of such executive agencies was to provide a clearer framework
for reporting and improving performance, partly through the use of indica-
tors and targets, and for holding top managers to account. Perhaps unsur-
prisingly then, 'all of the respondents perceived that focusing on mission,
objectives, targets and performance measures had improved the performance
of the agency for all stakeholders' (Hyndman and Eden 2001, p. 592).
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Whether other stakeholders (such as middle managers, front-line staff, and
service users) agreed with this statement is unknown.

Boyne and Chen (2007) provide a more comprehensive and less perceptual
study of the impact of targets in 147 English local authorities between 1998
and 2003. The target regime they analyse was known as 'Local Public Service
Agreements' (LPSAs). Under an LPSA, each local authority attempted to hit
twelve targets negotiated with central government, in exchange for a max-
imum financial reward of 2.5 per cent of its revenue budget. The targets could
be spread across many services or concentrated on a few services. Each
authority selected from a long menu of performance indicators provided by
central government, so the question 'do targets make a difference' can be
answered directly by comparing the achievements of local authorities with
and without an LPSA target on each indicator. Boyne and Chen (2007) assess
target effects on four measures of pupils' exam performance in secondary
schools, using a panel data set that covers the periods before and after the
introduction of the LPSA regime. This analytical method allows a simultan-
eous 'before and after' and cross-sectional comparison of target effects. The
results show that authorities with a target on an indicator performed better
than authorities without a target, and performed better than themselves in the
pre-target period. As Boyne and Chen (2007) note, this need not imply that
the net effect of targets on educational performance is as positive as the results
suggest, because non-targeted aspects of education provision may have been
neglected during this period. Furthermore, the nature of LPSAs makes it
impossible to disentangle the impact of targets per se from the impact of the
financial rewards associated with the targets. Whether targets alone would
have the same positive effect remains an open question. A further issue that is
investigated in this study is the impact of the number of educational targets
on exam results. Planning theory implies that a small set of precise objectives
may provide a clear focus for improvement and help to mobilize effort and
resources in the desired direction, whereas a large number of targets could
lead to confusion and demotivation. Boyne and Chen's results suggest the
opposite effect of the number of targets: More LPSA targets for education are
associated with better exam results. The range of this variable is, however,
quite restricted (1-6), so perhaps the impact becomes negative only at a
higher number of targets.

Boyne and Gould-Williams (2003) also examine the impact of the number
of targets (from 0 to 9) on the achievements of local authority service
departments in Wales. They found that a higher number of targets was
associated with lower managerial perceptions of performance on two meas-
ures of service quality and one measure of efficiency, but was unrelated to the
other four performance measures in their data set. It would be helpful to
know whether this negative relationship is linear (i.e. performance declines
steadily as the number of targets grows) or whether it is at first positive but
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then turns downwards only after a threshold of ctoo many' targets is reached
(which would be consistent with the Boyne and Chen 2007 result), but this
issue is not investigated in this study. Thus whether the impact of target
numbers on performance is positive, negative, linear or non-linear remains
unresolved by the available evidence.

Walker and Boyne (2006) examine the influence of 'target setting' and
'target ownership' on the performance of 117 upper-tier local authorities in
England. The target measures were derived from a large survey of managers in
2001. The target-setting variable reflects the extent to which measurable
objectives were (a) based on the authority's political priorities, and (b) were
ambitious. The target ownership variable is taken from survey questions on
(a) whether targets were agreed by those responsible for meeting them, and
(b) whether the targets were viewed as achievable. These variables were tested
against four measures of organizational success: the archival ccore service
performance' element of the 2002 Comprehensive Performance Assessment
(CPA), and local authority officers' perceptions of service efficiency, respon-
siveness, and effectiveness. The latter variables were also derived from the
survey of local authorities in 2001. The statistical results show that the
measure of target setting had very little impact on either the CPA score or
the perceptual measures of performance. Thus linking targets to political
priorities, and setting targets that are viewed locally as ambitious, appears
to make no difference to service success. By contrast, the target ownership
variable had a significant positive relationship with all four measures of
service achievements. In other words, whether service performance is meas-
ured objectively or subjectively, a target regime is more likely to work if it is
accompanied by consultation with the staff responsible for service delivery
and if the targets are viewed as realistic.

Finally, the link between the presence of a formal planning document and
performance has been investigated in only two studies. In their survey of local
authority managers in May 1999, Boyne and Gould-Williams (2003) asked
whether a written 'action plan' had been produced that contained a pro-
gramme of activities for service improvement. A test of this variable against
perceptions of performance in December of the same year yielded no sign-
ificant results, but this may be too short a period for the formal plan and the
associated actions to lead to any consequences for performance. An examin-
ation of the impact of formal plans over a longer time period is provided by
Andersen's study (2008) of the performance of secondary schools in Den-
mark, as measured by the exam scores achieved by pupils and the equity of the
distribution of these results by social class. The measure of planning includes
'annual steering documents', 'written goals', and 'written evaluation of stu-
dent results'. Exam results are tracked over four years, with a lag between
formal planning and performance of between one and three years. The results
show a small but positive effect of planning on exam performance, and a more
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pronounced negative effect on equity: Students with low socio-economic
status perform worse at schools that have adopted formal plans. Unfortu-
nately, Andersen (2008) offers no theoretical explanation for the adverse effect
of planning on equity, but one interpretation might be that more 'business-
oriented' secondary schools are more likely both to adopt formal planning
and be more responsive to the demands of middle-class parents. In any event,
this study poses the intriguing question of whether any average performance
gains from planning are worth a redistribution of service outcomes from poor
to prosperous sections of society.

In sum, the empirical studies offer some patchy support for a positive
relationship between planning and public service performance. In particular,
on the basis of the small body of evidence that is available, goal clarity and
performance targets are associated with higher achievements by public organ-
izations. Thus, claims that 'planning fails everywhere it has been tried' (Wild-
avsky 1973, p. 128) and that it 'certainly does not pay in general' (Mintzberg
1994, p. 94) should be rejected. Nevertheless, the empirical evidence is limited
in a number of important ways, and a large research agenda awaits further
studies of planning and performance.

UNRESOLVED RESEARCH ISSUES

Three main areas of further research on planning can be identified. These are
questions about planning itself, and the internal and external contingencies
that might moderate the relationship between planning and performance.

Elements of the planning process

As noted above, empirical evidence is beginning to accumulate on the impact
of goal clarity and targets on public service performance. By contrast we know
very little about other elements or sub-elements of the planning process.
What is the impact of organizational and environmental analysis on perform-
ance? What is the relative importance of these two types of analysis, and how
does this vary across organizations? For example, is environmental scanning
more important for 'prospectors' that are innovative and developing new
services, while internal analysis is more important for 'defenders' that are
sticking with their existing services and seeking to become more efficient
(Miles and Snow 1978)? Similarly, although two studies have examined the
impact of formal plans on performance, their results are contradictory and
their evidence does not move beyond the mere existence of the plan. Indeed,
Andersen's evidence (2008) is consistent with the view that a written plan has
a significant effect even if it is not implemented. It would be very helpful for
both theory and practice to know a lot more about the impact of different
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implementation styles (e.g. the extent of flexibility in objectives, timescales,
and prescribed actions) on organizational success.

Better and more comprehensive evidence on the dimensions of perform-
ance that are affected by planning is also required. The performance measures
in existing studies are based too much on managers' perceptions, and the
archival measures focus mostly on effectiveness. This is an important dimen-
sion of performance, but the evidence needs to be broadened to include
service quality, consumer satisfaction, efficiency, and cost-effectiveness. Evi-
dence on these last two aspects of performance would be especially helpful in
resolving debates on whether planning adds financial costs that are dispro-
portionate to service benefits. A broader array of performance measures
would also allow trade-offs between them to be investigated, and reveal
whether higher performance on some comes at the price of lower perform-
ance on others, as implied by Andersen's results (2008) on effectiveness and
equity.

Existing studies have examined separate elements of the planning process,
but not the connections between them. However, planning theory suggests
that it is the adoption of the whole cycle that makes a difference to perform-
ance. In other words, the connections between the stages are synergistic, and
the cycle is more than the sum of the parts. An assessment of this argument
would require future studies to collect data on all of the stages of planning,
and to examine whether they interact to produce especially positive effects on
performance. This in turn, however, raises the possibility that ctoo much
planning' may have negative effects on performance and that rigorously
completing all stages of the cycle may be a liability. At the very least, there
may well be a point where further planning efforts yield smaller and smaller
performance gains, or even result in 'paralysis by analysis' (Lenz and Lyles 1985).

Internal contingencies

The relationship between planning and performance may be moderated by a
number of organizational characteristics. First, the quality of the planning
process is likely to be influenced by the technical expertise at the corporate
centre of an organization. Existing studies have examined whether elements of
the planning cycle are undertaken, but not how well this is done. For example,
inaccurate or incomplete scanning of the organization and its environment
may lead to a poor plan that makes performance worse. Similarly, the
selection of inaccurate or unreliable performance indicators is likely to lead
to distorted targets that undermine organizational performance. Larger or-
ganizations are likely to have more 'corporate capacity' to devote to the
technical quality of planning processes, which in turn implies that the impact
of planning may vary with organizational size.
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Critics of planning often argue that it flounders because of internal political
opposition. Political conflict may arise from the clarification of organizational
goals, the internal or external benchmarks and data that are used to assess
their feasibility, the performance indicators and the targets that are set, and
the actions that are prescribed for achieving them in the written plan. Thus, it
can be expected that internal support will positively moderate the relation-
ship between planning and performance. Such support in turn is likely to be
greater when goals and targets are set with the involvement of those respon-
sible for achieving them, rather than imposed from on high (Locke and
Latham 2002). Some fragments of evidence from the empirical analyses of
planning in public organizations are consistent with this view. The Cardiff
studies in particular (Boyne and Chen 2007; Boyne and Gould-Williams 2003;
Walker and Boyne 2006) provide strong hints that 'participative planning' is
associated with better results. This needs to be explored more systematically
in future studies by including not only measures of the elements of the
planning cycle but also the support of organizational members for them. A
plausible hypothesis is that planning only works if managers and staff are
committed to making it work and are engaged in the planning process.

External contingencies

The generic management literature emphasizes that the impact of particular
strategies is contingent on the environmental context of the organization (see
Chapter 2). Relevant aspects of the task environment include complexity (the
number of variables which influence an organization's performance), munifi-
cence (whether the environment is conducive to organizational growth), and
uncertainty (the predictability of changes in complexity and munificence.).
None of the existing studies of public service organizations has considered
whether these variables might act as moderators of the relationship between
planning and performance. Planning might be especially helpful when the
environment is complex (because of the need to understand the service needs
of a heterogeneous population), but less necessary when the environment is
simple (e.g. only one client group with uniform needs). Planning is likely to
be easier in a munificent environment because resources are abundant, but
more urgent when resources are scarce and action is needed to cut costs in a
sustainable way. Similarly, uncertainty both makes planning more difficult
and potentially more effective as a means of developing a menu of responses
to deal with the variety of circumstances that may emerge. Further studies of
planning, therefore, need to include environmental contingencies in their
models, and work through the theoretical logic and empirical evidence on
these arguments.

Finally, studies of planning need to examine the effects of not only the task
environment but also the institutional environment—in other words, the
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political and professional pressures that bestow legitimacy on particular
managerial practices (Ashworth et al. 2009). As noted above, existing studies
of planning have been conducted at a time when governments in western
nations have been in the grip of the collective mania of new public manage-
ment. Thus, evidence on the effects of planning during this period in Den-
mark, the United Kingdom, and the United States might reflect the legitimacy
of clarifying goals, setting targets, and formally allocating responsibilities for
their achievement. Such legitimacy, bestowed by government, its agencies,
and management consultants might enhance the effects of planning in two
ways. First, managers and staff within public organizations may be more
willing to support planning if institutional pressures lead them to believe
that it is a fashionable management practice that is likely to be effective.
Secondly, external stakeholders are more likely to provide financial and
political support to organizations that are viewed as legitimate, so the adop-
tion of planning may lead the institutional environment of an organization to
become more munificent, thereby in turn making it easier to perform well.
Empirical investigation of these issues would require more complex study
designs than have so far been attempted in research on planning. In particular
it would be necessary to compare planning effects in institutional contexts of
high and low legitimacy. This might be achieved by assessing the relative
effects of planning in different nations, or in different historical eras in the
same nation.

Conclusion

The idea that strategic planning will lead to better outcomes is seldom far
from the centre of governmental thinking on public organizations. Although
this idea has been widely debated, few studies have sought to examine whether
it is supported empirically. In this chapter the evidence on planning and
performance has been sifted and weighed, and a large research agenda of
unresolved theoretical issues has been identified. The best guess on the basis
of the existing evidence is that planning is likely to have a positive rather than
a negative impact on public service effectiveness. This appears to be especially
so for two elements of the planning process: goal clarity and performance
targets. By contrast, little is known about the impact of organizational and
environmental analysis or formal action plans. Furthermore, the impact of
planning on other dimensions of performance, such as efficiency, consumer
satisfaction, and cost-effectiveness is largely unknown.

Major opportunities exist for further research on planning and public
service improvement. Prominent amongst these is the need for evidence on
more nations and a wider set of services, and for studies to include measures
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of all stages in the planning cycle, and measures of staff involvement in (and
commitment to) these stages. Beyond this baseline, more sophisticated
models of the internal and external moderators of planning effects need to
be theorized and tested. In particular, the task and institutional environments
of organizations that attempt planning needs to be given more consideration.
The current set of evidence, produced during a period when the doctrines of
NPM have bestowed legitimacy on planning, is consistent with the view that it
is not only planning per se that works, but also the adoption of practices that
are endorsed by powerful public service stakeholders.
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Leadership

Nicolai Petrovsky

Introduction

Amongst all the possible levers (Wright 2003) to pull in the quest for public
service improvement, leadership is one of the most discussed. There is a large
literature on the topic in the private sector (for a comprehensive review, see
Bass [1990a]). Yet without modifications, lessons from it cannot be brought
into the public organizations of any advanced democracy. The reason is that
there the leadership is like the tango: it takes two. Elected and appointed
officials both lead in the provision of public services, each in specific ways.
There is virtually no area where only politicians or only managers and
bureaucrats lead. Consequently, studying leadership in the public sector is
even more difficult than in the private sector. The majority opinion in the
large literature on leadership in the private sector is that leadership matters
for outcomes. Some systematic empirical research corroborates this assertion
(for a broad review, see House and Aditya [1997]). Yet, since leadership is
almost always co-produced in public organizations, whether and how it
matters for public service improvement is an open question. This chapter
provides a systematic review of the best available evidence to answer it.

A priori^ one would expect leadership to make a difference for public services
just as in the private sector because systematic and sustained improvements in
public service performance are very unlikely to occur without some impulse.
Those who formally hold the overall responsibility for organizational perform-
ance can indeed exert such impulses. Yet the duality of leadership in the public
sector—elected and appointed officials both lead—makes the picture more
complicated. To learn when and how leadership can improve public services,
one needs to understand a number of things. First, how does leadership play
out in the public sector? Second, how is leadership theoretically related to
public service improvement? Third, do these hypothesized relationships hold
up when confronted with empirical observations? And finally, what are the
contingencies that make a certain type of leadership more or less effective for
improving public services? The present chapter tackles these four questions in
order to probe the leverage of leadership for public service improvement. The
first step is to find a definition of leadership that is useful for this purpose.
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Defining leadership

It is important to be clear about the definition of leadership because of the
breadth of leadership studies. This entire chapter could easily be filled with
different definitions of leadership, and still not all would have been covered.
To allow space for the discussion of theoretical arguments on the role of
leadership for public service improvement and for the review of empirical
research on the topic, a very primitive, cut-and-dried definition of leadership
by Stogdill (1950, p. 4; cited in Stogdill 1974, p. 10) is adopted here: 'Lead-
ership may be considered as the process (act) of influencing the activities of
an organized group in its efforts toward goal-setting and goal achievement.'
The rationale for adopting StogdnTs definition is that it is particularly useful
for reviewing possible effects of leadership on public service performance and
improvement, as the following discussion will show.

Public service improvement is clearly an instance of goal achievement. In
addition, the focus of this book is on the different levers or influences that can
achieve this goal. Consequently, Stogdill's definition (1950) is very useful here.
The definition also contains goal-setting. Indeed, in a few select cases, public
organizations engage in goal-setting. While they often have broad strategic (and
sometimes even specific operational) goals imposed upon them by legislation
or orders from elected officials at higher levels of government, there may
nevertheless also be some room for goal-setting. For example, District of
Columbia Metropolitan Police Chief Burtell Jefferson was able to redefine the
organization's unwritten goals and thus open up opportunities for African
Americans (Williams and Kellough 2006). As another example, while legisla-
tion clearly defines the overall goals of the American Internal Revenue Service,
Commissioner Charles Rossotti was nevertheless able to change the mission of
the organization towards a greater focus on customer service (Rainey and
Thompson 2006). Still, while leadership also involves setting the overarching
goals for an organization, that is, its mission (Selznick 1957, p. 26), in public
organizations this occurs rarely. Goal-setting is clearly not a routine aspect of
public leadership (Learned, Ulrich, and Booz 1951; Selznick 1957).

The major shortcoming of Stogdill's definition (1950) is that it carries the
danger of concept stretching (Sartori 1970) as it also covers what are normally
considered management activities, such as Planning, Organizing, and Coord-
inating from Luther Gullick's POSDCORB. Rost's definition (1991) of lead-
ership is aesthetically more pleasing than that by Stogdill (1950): 'Leadership
is an influence relationship among leaders and followers who intend real
changes that reflect their mutual purposes' (Rost 1991, p. 102). It is a focused
definition and it clearly does not overlap with management, unlike that by
Stogdill (1950). Yet the problem with Rost's definition (1991) for the purposes
of this chapter is that it is too precise; in other words, it is too narrow. As can
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be seen in the review of empirical research below, no studies testing the effect
of leadership on public service improvement would satisfy this definition.

On the other hand, Stogdill's definition (1950) is usable here and now, and is
very useful because all organizations charged with delivering public services,
be they local governments, school districts, ambulance services, or police
authorities, are undertaking efforts towards goal achievement. Amongst
other things this necessarily includes the defence of their institutional integrity
and ordering of internal conflict (Selznick 1957, p. 63). The latter is very
important in public organizations, which have goals that are marked by
Vagueness, multiplicity, and mutual conflict' (Rainey and Steinbauer 1999,
p. 20). Defining leadership in terms of the acts of influencing an organized
group towards goal setting and achievement is broader than equating leader-
ship with efforts at change, as Rost (1991) does (also see Kellerman and
Webster [2001, p. 487]). Of course change is often required, and it has rightly
been the focus of research on transformational leadership (Burns 1978).

Nevertheless, in this chapter it is not useful to equate leadership with efforts
at change. The reason is fairly obvious: Sometimes a lot of influence is
required to maintain things in a desirable state. Indeed, slowly improving
services may be the current condition of an organization, and any efforts at
change would halt or reverse the improvements. Yet skilled leadership might
be required to maintain them on course. In addition, democratic principles
sometimes require leadership for them to remain vivid and survive through
adversity (Denhardt and Campbell 2006; Terry 1995). It would be strange not
to consider the brave remaining democrats in late Weimar Germany leaders.
In particular because it does not equate leadership with change, Stogdill's
definition (1950) is the most useful for assessing leadership's influence on
public service improvement.

In summary, the emphasis of Stogdill's definition (1950) is on the efforts of
someone (the leader or leaders) in influencing the other members of the
organization. This maps well onto what most consumers of public services as
well as most members of public organizations have in mind when they think of
leadership: The actions and efforts of the identifiable set of people formally at the
top of an organization. In public services, this normally includes both elected
officials and appointed top managers. Having clarified the meaning of leader-
ship, the next section provides an outline of leadership in the public sector.

Leadership in the public sector

Leadership in public organizations is distinctive for three reasons: (a) its
dual nature, (b) the multiplicity of goals it faces, and (c) the greater con-
straints it operates under. An appreciation of these three reasons helps one to
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understand the limits of applying insights about leadership in the private
sector to the question of the role of leadership for public service improve-
ment. The next paragraphs discuss these three reasons.

The first issue that distinguishes leadership in the public sector is its dual
nature. Elected and appointed officials both lead. Only in a few areas is
leadership the exclusive purview of one type of official. In a local government,
an example of exclusive leadership by elected officials is a move to elections
every four years as opposed to having one in three out of every four years,
whereas an example of exclusive leadership by appointed officials is a shift in
the focus of frontline staff, for instance where street cleaners are encouraged
to not just empty bins as stated in their job description but also to ensure that
the area next to the bins is clean as well. In the majority of situations, however,
elected and appointed officials lead jointly. More often than not, such joint
leadership is cooperative. For example, in most British local governments, the
highest elected official is the leader of the majority party and the highest
appointed official is the chief executive. In the majority of cases, they work in
a cooperative fashion, allowing for a better anticipation and resolution of
crises and better policies (Isaac-Henry 2000, p. 135). Yet the leadership
exercised by elected and appointed officials may also be conflictive, as exem-
plified in the British television series cYes Minister' and £Yes Prime Minister',
where the senior civil servant Sir Humphrey often but not always outwitted
the minister Jim Hacker. In any case, the interaction between elected and
appointed officials is a major characteristic of leadership in public sector
organizations. Managers recruited from the private sector tend to find the
political interactions required by their new role to be a burden (Mellon 1993).
This suggests that careful preparation is key for lateral entrants into a man-
agerial position in the public sector.

The second issue that distinguishes leadership in the public sector is the
multiplicity of goals in most public organizations, which tend to be not only
vague (Chun and Rainey 2005; Rainey 1993) but also conflicting. An example
is provided by the U.S. Customs and Border Protection mission statement,
which includes the sentence 'We steadfastly enforce the laws of the United
States while fostering our Nation's economic security through lawful inter-
national trade and travel' (Customs and Border Protection 2009). Even
though improved databases allow for somewhat better screening without
much additional hassle, there is still an inevitable trade-off between the degree
of customs and immigration law enforcement and the extent to which the
'Nation's economic security' is fostered through lawful trade and travel,
because a greater degree of enforcement inevitably entails more inconvience
even for fully compliant traders and travellers, some of whom may no longer
find transactions across the US borders worthwhile. Another example is the
tension in the U.S. Internal Revenue Service's (IRS) activities between a focus
on enforcement and a focus on improving customer service for the^taxpayer.
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The relative emphasis on these two goals has been shifting back and forth over
time (Dicker 2006, p. 24). Overall, while goal conflict is particularly visible in
agencies that combine enforcement and service functions, such as Customs
and Border Protection and the IRS, it is a phenomenon shared by many
public organizations (Rainey et al. 1976, pp. 239-40), and therefore a chal-
lenge many leaders in the public sector have to contend with, often without
the possibility to resolve the goal conflict.

The third and final issue that distinguishes leadership in the public sector is
that leadership tends to be more constrained in public organizations because
of the requirements of democratic accountability and the rule of law and due
process (Denhardt 1984; Hooijberg and Choi 2001, p. 406; Savoie 2006).
Whereas in 'private administration the law generally tells the administrator
what he cannot do; in public administration the law tells him what he can do'
(Berkley [1981, p. 10]; emphasis in the original; cited in Hooijberg and Choi
[2001, p. 410]). The experience of Sir Gerry Robinson in the Rotherham
District General Hospital in England is a good example. The chairman of
private Granada television was recruited by the hospital to reduce waiting lists
for operations. An Open University television series showed his experiences
(Open University 2006). While Robinson soon became frustrated with the
large number of rules and constraints in the organization, it also emerged that
many of these constraints are required to ensure patient safety and comply
with government policy. Overall, there tend to be greater constraints on
leadership in public as opposed to private organizations, but these constraints
are necessary to maintain democratic accountability and citizen trust. Lateral
entrants into a managerial position in the public sector might require time to
adjust to these constraints. Nevertheless many of them will also find that they
still prefer to keep these constraints in place in case they find themselves at the
receiving end of unchecked leadership by a public organization.

The three main features that distinguish leadership in the public sector—
duality, multiplicity of goals, and greater constraints—all suggest that leadership
in the public sector is an even greater challenge than in the private sector. The
next section provides an overview of major theoretical arguments of when and
how leadership contributes to public service performance and improvement.

Theories of the effect of leadership
on public service improvement

There are three main strands of theory on the effect of leadership on public
service improvement. The first is concerned with differences in the people
formally at the top positions of public organizations and how these lead to
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differences in their influence activities. The second is concerned with a broad
distinction between two types of influence activities—transactional versus
transformational leadership. The third is concerned with the interactions
between political and managerial leaders. While the first two strands of theory
are also prominent in research on the private sector, the third is specific to
public organizations and crucial because by understanding it one can gauge
how much leverage leadership is likely to provide for public service improve-
ment in a specific case.

First, the most fundamental theoretical argument about the influence of
leadership on public service performance and improvement suggests that
leaders differ in their capacity to bring about performance improvements
and in their fit to a given organizational context. Boyne and Dahya (2002)
present a theoretical framework wherein successions of chief executives, the
top administrative leaders of an organization, affect its performance. More
precisely, chief executives' motives, means, and opportunities affect public
service performance and improvement. Motives tend to differ among three
classes of chief executives: (a) pragmatists, (b) altruists, and (c) egotists. They
also differ between those who were already working at the same organization
and those who were not (Boyne and Dahya [2002]; also see Pfeffer and
Salancik [1977]). Means are important because chief executives need to
have resources at their disposal to influence public service performance.
Boyne and Dahya (2002) point out that those chief executives will be more
likely to affect public service performance if they additionally hold another
post at the same time that carries a lot of formal influence (p. 188). Oppor-
tunities are crucial for chief executives; that is, they must not be completely
constrained. It has been a recurrent theme in public administration that an
absence of leadership change is associated with higher organizational per-
formance, as the theoretical work by Rainey and Steinbauer (1999, p. 19) and
a number of illustrative case studies (Behn 1991; Dilulio 1994; Doig and
Hargrove 1987; Rainey 1990; Rainey and Rainey 1986; Riccucci 1995) suggest.
Yet it remains an open question whether this holds generally. Boyne and
Dahya's theoretical argument (2002) suggests that it depends, and a succes-
sion that results in a new organizational leader with more appropriate
motives and means will improve public services, given there is opportunity.
Also, some work on the private sector suggests that leadership change does
improve organizational performance if the baseline is low or when the same
leaders have been in place for too long (for instance, see Lubatkin et al. [1989];
Miller [1991]; for a systematic review of this literature see Karaevli [2007]).
There is initial evidence that the former finding also carries over to initially
low-performing local governments in England, where chief executive
successions and increases in the rate of top management team turnover are
associated with a greater rate of performance improvement than in local
governments that keep their existing chief executives or do not increase
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their top management team turnover rate (Boyne et al. 2008a, 2008 b). The
debate about which characteristics of leaders help to improve organizational
fit with the environment and thus improve public service performance is
ongoing.

Second, a fundamental distinction exists between two types of leadership
behaviour: transactional and transformational leadership (Burns 1978).
Transactional leadership is marked by an exchange: Those in formal positions
of leadership set out expectations of what behaviour or results are expected of
the led, and devise incentives to achieve this. These incentives are both
positive, in terms of compensation and rewards—hence the transactional
element—and negative, in terms of discipline or dismissal. As Burns (1978)
and Bass (1985) have suggested, while transactional leadership works well for
maintaining given standards of performance, it does not normally allow
organizations to make great performance leaps. Essentially, transactional
leadership assumes the members of an organization are fixed in their prefer-
ences and abilities, and it then optimizes within these constraints. Yet to take a
public service beyond mediocrity—for example, consider a secondary school
that does impart some skills in its pupils but leaves them ill-prepared to make
the most out of themselves—tends to require more than incentives. It requires
the members of the organization to grow and to change their preferences, to
internalize the quest for excellence. Achieving this is the essence of transform-
ational leadership, which 'occurs when leaders broaden and elevate the
interests of their employees, when they generate awareness and acceptance
of the purposes and mission of the group, and when they stir their employees
to look beyond their own self-interest for the good of the group5 (Bass 1990fr,
p. 21).

Nevertheless, for better or for worse, transactional leadership is the norm in
public organizations (Maddock 2008), because—as discussed above—leader-
ship in the public sector is generally marked by less discretion than in the
private sector due to the requirements of democratic accountability and the
focus on due process. Indeed, unchecked attempts at transformation espe-
cially by managerial leaders would be a cause of great concern since there is no
reason citizens would share these leaders' visions (Van Wart 2003). However,
occasionally there exist opportunities for transformational change in the
provision of public services. The next set of theoretical arguments helps to
identify situations where this is the case—namely those where elected and
appointed leaders share the same vision and have developed a good working
agreement.

The final strand of theories on the effect of leadership on public service
performance and improvement is concerned with the interactions between
political and managerial leaders. Improvements in public service performance
tend to be co-produced by both sets of leaders. For all areas of service
provision, they tend to negotiate spaces that are left to one or the other as
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well as a space where they work jointly (Baddeley 2008). There is a public
service bargain—an often implicit agreement between political and manager-
ial leaders on where the responsibilities and entitlements of each lie (Hood
2002, p. 318). This agreement is not static but shifts over time (pp. 319-24).
Given an uncontested agreement between both sets of leaders is in place,
transformational leadership is possible in situations where political leaders
have both the incentives and the support of able managerial leaders to carry
out fundamental change to the way a service is provided.

The next two sections review the best available evidence to answer the
question of how much leverage leadership provides for public service im-
provement. All studies are summarized in Table 5.1. First, the evidence is
examined thematically. The subsequent section discusses the effect of contin-
gencies.

Evidence on leadership and public service
improvement

How do the theoretical arguments on the effects of leadership on public
service performance and improvement fare against empirical evidence? This
section provides a thematic review of existing empirical research on this topic.
Ten systematic studies contain evidence where leadership is tested as a
variable explaining public service performance or improvement. These stud-
ies are summarized in Table 5.1.

The studies testing a direct linkage between leadership and public service
performance cover four main dimensions of the influence of leadership on
public service performance and improvement: (a) the overall strength and
visibility of leadership, (b) the people in formal leadership positions and the
characteristics of these people, (c) specific aspects of leadership behaviour,
and (d) the interaction of political and managerial leaders. All of these play a
role for public service performance and improvement, yet there are many
nuances.

First, there is a lot of variation between public organizations in the overall
strength and visibility of leadership. Both Andrews et al. (2006) and Forsberg
et al. (2004) show that it is positively related to the performance of public
organizations; local governments in the former case and hospitals in the latter.
While it is difficult to generalize from two very diverse studies, the presence of
a positive relationship between overall strength and visibility of leadership
and public service performance across countries and types of public organ-
ization suggests that it may be indicative of a general relationship.
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Table 5.1 Summary of empirical evidence

Study Aspect(s) of leadership Country and sector Sample and time period Measure(s) of performance Finding

Andrews, Boyne, and

Enticott(2006)

Avellaneda (2008)

Fernandez (2005)

Forsberg, Axelsson, and

Arnetz(2004)

Gottschalk(2007)

Leadership strength England, local govern-

ment

Mayors'education and job- Colombia, local govern-

related experience ment

Leaders'experience, delega- USA (Texas), school

tion to subordinates, and ac- districts

tive promotion of change

Index covering several as- Sweden, hospitals

pects of leadership

Decision and communication Norway, police

leadership

Cross section: 120 local

governments, 2002

Yearly panel: 40 local gov-

ernments, 2000-5

Service performance score

from the Comprehensive Per-

formance Assessment (CPA)

Percentage of eligible children

actually attending school

Yearly panel: 400 -f school

districts, 1995-9

Cross section: Hospitals in

11 county councils, 1998

Cross section: 101 police

officers in charge of crim-

inal investigations, year of

survey not listed

Overall pass rate on the

Texas Assessment of Academic

Skills (TAAS) exam

Quality of medical care index

Police investigation perform-

ance index

Political and managerial leadership strength posi-

tively associated with service performance score

Mayors'education level positively associated with

percentage of eligible children attending school;

on the other hand, only some types of job-related

experience matter

Experience positively related to performance only

where task difficulty is large, otherwise no rela-

tionship; delegation positively related to per-

formance only where task difficulty is very large

and negatively only where task difficulty is very

small, otherwise no relationship; active promo-

tion of change negatively related to performance

(relationship gets stronger with task difficulty)

Leadership index and quality of care index posi-

tively associated (lacks control variables)

Decision leadership positively associated with

police investigation performance; no relationship

between communication leadership and

performance



Hill (2005)

Javidan and Waldman

(2003)

Person of the leader and their USA (Texas), school dis-

origin (from inside or outside tricts

the organization)

Charismatic and transform-

ational leadership index

Meier and O'Toole(2002) Superintendent quality

TurnerandWhiteman 2005 Interaction of ruling politi-

cians and top managers in

turning around a poorly per-

forming local government

Viqoda2000 Quality of leadership: pro-

fessional standards and vi-

sion of ruling politicians and

top managers

Canada, whole range of

government organiza-

tions

USA (Texas), school

districts

England, local govern-

ment

Yearly panel: 400+ school

districts, 1995-9

Cross section: 51 top man-

agers assessed by 203 im-

mediate subordinates,

data gathered 1994-6

Yearly panel: 400+ school

districts,1995-9

Longitudinal comparative

case studies of 15 local

governments, 2002-4

Cross-section: 281 resi-

dents of a large city

Year-on-year change and 5-

year change in the overall pass

rate on theTexas Assessment of

Academic Skills (TAAS) exam

Subordinates'work motivation

and work unit performance

11 indicators of school district

performance

Comprehensive Performance

Assessment (CPA)

Perceptions of local govern

ment's responsiveness

Negative relationship between externally hired

leaderand year-on-yearchange in performance;

positive relationship between leadership change

and five-year change in performance

Charismatic leadership only modestly related to

subordinates' work motivation and unrelated to

work unit performance

Superintendentquality positively associated with

10 of the 11 performance indicators; no relation-

ship with percentage of students tested

Consensus amongst political executive and top

managers about a performance-oriented strat-

egy for the poorly performing local government

related to faster and more thorough performance

turnaround

Quality of leadership positively associated with

overall responsiveness and satisfaction with op-

erations; no association between quality of lead-

ership and satisfaction with services

 
 israel, local goverment
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Second, a number of studies test whether and how the people in formal
positions of leadership and their characteristics affect public service perform-
ance and improvement. As suggested by theoretical arguments on the im-
portance of leader characteristics, leaders who have higher levels of inherent
or acquired ability or quality know more about how to influence organiza-
tions that they are elected or appointed to lead, which in turn results in a
higher performance for these organizations compared to organizations led by
less able people. Looking at the most basic question, whether new leaders
make a difference, Hill (2005) finds that Texas school districts initially ex-
perience a decline in performance after hiring a new superintendent, yet five
years after the change performance increases over and above what would be
expected in the absence of a such a leadership change.

To unpack this finding, it is helpful to look at studies that examine the
effects of specific characteristics of people in formal positions of leadership on
public service performance and improvement. Avellaneda (2008), Meier and
O'Toole (2002), and Vigoda (2000) conceptualize the quality of leaders in
different ways, yet all find a positive relationship between the presence of
higher-quality leaders at the helm of a public organization and the perform-
ance of the core services it provides. Avellaneda (2008) specifies leaders'
quality as educational background, Meier and O'Toole (2002) specify it as
the salary premium given to a top manager over and above what is to be
expected given their background and the characteristics of the job, and
Vigoda (2000) specifies it as the extent of professional standards and vision
that leaders possess. In spite of starkly different settings—Avellaneda (2008)
in Colombia, Meier and O'Toole (2002) in Texas, and Vigoda (2000) in
Israel—there is a clear positive relationship between the quality of leaders
and the performance of the public services they steer.

While Avellaneda (2008) finds this positive relationship for the formal
education level achieved by Colombian mayors and Meier and O'Toole
(2002) find it for labour market premiums paid to Texas school district
superintendents, it is likely that they tap the same underlying dimension.
The difference is that in Colombia there is still so much variation in the
mayors' capacity to exert their leadership role that it can be measured by their
formal education level, whereas US school district superintendents' capacity
is not that well proxied for by their formal educational qualifications but
rather shows up in salary premiums paid to high-capacity superintendents.
The mechanism behind Avellaneda's finding (2008) is that mayors with higher
qualifications are better able to devise ways to convince parents to keep their
children in school and to tap and reallocate the resources necessary for
achieving this. In Colombia, as in other developing countries, compulsory
school attendance laws often do not work very well because there are many
incentives for parents and children to avoid school. Mayoral leadership can
reduce dropout rates by convincing parents of the greater benefits of keeping
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their children in school. This can sometimes include material inducements
given to the parents.

Vigoda's research (2000) illuminates the linkage between the quality of
people in formal positions of leadership and public service performance from
a different angle—by looking at citizen perceptions of professional standards
of the elected leaders and top managers of the local government of a large city.
Yet even though this is potentially very different from the leader quality
captured by Avellaneda's (2008) and Meier and O'Toole's measures (2002);
Vigoda (2000) also finds a positive influence of leader quality. More specifi-
cally, the higher citizens perceive leaders' professional standards to be, the
higher they perceive the local government's general responsiveness and the
higher is their satisfaction with operations.

Overall, while these studies have yet to be replicated in other contexts, the
presence of a positive relationship between the capacity of people in positions
of leadership and public service performance and improvement across a num-
ber of settings and types of organizations—local governments in Avellaneda
(2008) and Vigoda (2000), school districts in Meier and O'Toole (2002), and
Hill (2005)—again suggest that it may be indicative of a general relationship.

Third, two studies test whether specific aspects of leadership behaviour
affect public service performance and improvement. Examining Canadian
governmental organizations, Javidan and Waldman (2003) test the ability of
top managers to encourage initiative by employees, a crucial element of any
attempt at improving public service performance. They find a willingness to
engage in risk-taking to be unrelated to work unit performance. Gottschalk
(2007) draws on Mintzberg's concepts (1994) of decision leadership and
communication leadership. The former denotes leadership decisions on
how to allocate resources. The latter denotes leaders' activities in communi-
cating information and clarifying issues. Testing these aspects of leadership
against data on the Norwegian police, Gottschalk (2007) finds decision
leadership to be positively associated with police investigation performance.
On the other hand, there is no relationship between communication leader-
ship and police investigation performance.

Finally, the interaction of political and managerial leaders characterizes
leadership in the public sector. Public service improvement is co-produced by
both types of leader, which is visible in a number of studies. Examining
change over time in fifteen local governments in England with initially failing
services, Turner and Whiteman (2005) show that consensus amongst the
political leaders and top managers about a performance-oriented strategy
preceded a faster and more thorough turnaround in service performance than
in local governments where this consensus was lacking. It remains an open
question under what conditions such consensus arises. There appears to
be an increasing tendency for elected leaders—at least in English local
government—to search for top managers who share their vision (Leach and

*.txt



9 0 - . - • • ; • U ' , . • . * • - • - r . : V " , • . • • .

Wilson 2002, p. 669). Yet it is far from clear whether the electoral process
always suffices to motivate elected leaders to strive for public service improve-
ment, in particular going beyond mediocrity. James and John (2007) found
that the publication of the first wave of the Comprehensive Performance
Assessment (CPA), an overall quality of service grade for each local authority
in England, resulted in vote share losses for incumbent administrations of
local governments graded as low performers, while there was no reward for
performers at the top end. Given the apparent weakness of the ballot box for
inducing high public service performance, there remains a crucial role for
appointed top managers in providing leadership to strive towards public
service improvement. Some corroborating evidence is provided by Andrews
et al.'s finding (2006), also for local government in England, that the relation-
ship between managerial leadership and quality of services provided is
stronger than the relationship between political leadership and service quality.

Overall, there are a number of findings suggesting that leadership is a positive
influence on public service improvement. However, to make these findings
more relevant, it is helpful to test under what circumstances a positive associ-
ation between leadership and public service performance holds, and under
what circumstances it is particularly important. As this book reviews all the
different levers that the overseers of public organizations might pull in an
attempt to improve public service performance, it would be most helpful to
know when leadership has the greatest leverage. After all, searching for new top
managers, where this is possible, is a costly and disruptive activity, and it might
be worth pulling another lever in circumstances where the leadership lever can
be expected to achieve comparatively little.

CONTINGENCIES ENABLING OR LIMITING THE EFFECT
OF LEADERSHIP ON PUBLIC SERVICE IMPROVEMENT

The same aspects of leadership may well have very different effects in different
circumstances. This is very relevant for anyone interested in improving public
service performance. The major factors moderating what leadership may
achieve are the external circumstances and constraints an organization
faces. This is commonly referred to as the organizational environment. A
number of scholars are adamant that it severely constrains the efforts of the
organization's leaders to achieve changes in performance, in particular to
achieve improvements (Whittington 1988). Authors subscribing to the or-
ganizational population ecology point of view (Hannan and Freeman 1977;
Kaufman 1991) argue that leaders' attempts to change their organization will
generally worsen its performance, as their attempts tend to reduce the fit
between the organization and its environment.



91

Even within a set of similar public organizations, variations in the organ-
izational environment moderate any effect that leadership may have. On the
basis of interviews of secondary school principals from areas that vary widely
in socio-economic status, Currie, Boyett, and Suhomlinova (2005) suggest
that 'any generic prescription for leadership, transformational or otherwise, is
better replaced with an approach that facilitates the ability of principals to
enact leadership as they perceive appropriate to school context' (p. 291). Yet
what are the contingencies that one needs to know for determining how much
leverage leadership can provide in improving a given service? Unfortunately
this is still largely uncharted territory.

The exemplary study by Fernandez (2005) provides a blueprint for how
future research into leadership can incorporate and test for contingencies, so
that its applicability to particular contexts is based on a better understanding.
Fernandez (2005) tests whether the characteristics of leaders—school district
superintendents—and their leadership strategies are related to education
service performance using data on Texas school districts. The novel contri-
bution of Fernandez's work is the incorporation of formal tests for whether
any influences of leadership on service performance are contingent on task
difficulty. He finds that superintendents' experience is positively related to
performance only where task difficulty is large, otherwise there is no rela-
tionship. Superintendents' willingness to delegate to subordinates is positively
related to performance only where task difficulty is very large and negatively
only where task difficulty is very small, otherwise there is no relationship.
Finally, superintendents' active promotion of change is negatively related to
performance, and the more negatively so the greater task difficulty becomes.
Yet Fernandez's approach (2005) is of even greater usefulness than these
findings. Other studies could benefit from explicitly testing for contingencies,
both task difficulty and other factors.

There are many other potential contingencies of the effect of leadership on
public service performance. Most of them concern the organizational envir-
onment (see the preceding discussions). They are likely to moderate the
findings of the first three sets of studies reviewed in this chapter, namely,
those covering (a) the overall strength and visibility of leadership, (b) the
people in formal leadership positions and the characteristics of these people,
and (c) specific aspects of leadership behaviour. Nevertheless, there is a trade-
off between how precise one is in specifying contingencies and the usefulness
of lessons from research. Too many contingencies make the findings overly
specific to the particular cases studied and therefore no longer provide helpful
insights. Indeed, this has led to a certain 'disillusionment with contingency
theories' in research on leadership in the private sector (Bryman 1996,
p. 280). Nevertheless, considering contingencies—more than the majority of
public sector studies of the contribution of leadership to public service
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improvement currently do—is likely to make these studies more precise and
consequently more helpful.

An agenda for future research

Still fairly little is reliably known about effects of leadership on public service
improvement, and there is room for future researchers to make serious
contributions. Before considering the most promising avenues for future
work, it is helpful to briefly consider the limitations of the knowledge
reviewed in this chapter. For this purpose, it is worth considering for a
moment what one would need to do to confidently answer the question
£does leadership affect public service performance?' Since randomized con-
trolled trials are infeasible, the best one can do is to systematically analyse the
historical record after the fact (e.g. after leadership styles changed and indi-
cators of public service performance were collected). Inevitably, two major
problems for drawing inferences about causal effects of leadership arise. First,
differences other than leadership among organizations could explain the
differences in public service performance between them. This problem is
sometimes called 'omitted variable' bias, a very broad issue that can include
the presence of immeasurable differences between public organizations
and the presence of inertia. Any omitted factor can be partly or fully respon-
sible for an apparent effect of leadership on public service improvement.
Therefore, quantitative and qualitative research is better the more it takes
into account the possibility of such alternative explanations. It is fortunate
that nearly all studies reviewed here attempt to address the problem of
omitted variable bias by including control variables in the case of quantitative
studies or by carefully considering alternative narratives in the case of quali-
tative research. Second, the causal arrow might go the other way. What is
observed as leadership might be a result of rather than an influence on public
service performance. This problem is sometimes called 'simultaneity5 bias. It
is extremely difficult to address outside of true experiments. Generally what is
needed is some truly exogenous and unanticipated variation that affects
public service performance only through leadership. Yet at a minimum, the
possibility that causation goes the other way should be discussed theoretically.
The idea of leadership as a by-product of performance rather than as a cause
has always been lingering. For example, see Stogdill's remark (1974) that there
is a folk understanding of leadership where a leader is viewed as ca person who
is kept one pace ahead of the group so that he will not be run over' (p. 8).
Also, studies completely based on survey data may suffer from people's
tendency to over-attribute outcomes to leadership. Meindl et al. (1985)
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carefully made this point. They call this tendency 'the romance of leadership'.
Amongst the studies reviewed here, Vigoda (2000) is most vulnerable to
simply having captured variation in citizens' degree of romanticism.

Nevertheless, citizens interested in well-functioning public services will
continue to inspire research on leadership as a means for achieving them.
Two avenues for research are both particularly promising and feasible: (a)
research on leadership successions, and (b) research examining the contin-
gencies affecting how much leverage leadership can provide in a given situ-
ation. Research on leadership successions—focusing on whether new leaders
with different qualities make a difference to public service performance—can
be conducted across a variety of public sector organizations in different
countries with different institutions. While the data collection can be bur-
densome, there are relatively few measurement concerns in determining
whether the same person as last year leads an organization or whether there
is a new leader. The special benefit of succession research is that it is an
excellent way to probe the importance of agency to public service improve-
ment. Indeed, it is essentially an 'acid test' of leadership. Succession studies
will not resolve the debate over the relative importance of structure and
agency, even in particular types of public organizations, but they might help
to focus it and in this way shed further light on how much leverage leadership
provides for improving public services. The second avenue for future research
is fully compatible with succession research. In addition, research into the
contingencies affecting influences of leadership on public service improve-
ment can inform almost any aspect of leadership that is a potential contribu-
tor to public service improvement. By testing in which contexts a particular
lever works well and in which contexts it does not, some costly future
mistakes might be prevented. This alone would already serve as a powerful
validation of research on the effect of leadership on public service improvement.

Conclusions

Overall, all ten studies reviewed here show at least one positive relationship
between leadership and public service improvement. Nevertheless, each only
considers some aspects of leadership, and there is wide variation in services
and contexts. Selznick (1957) was spot on for both research and practice
when he wrote that 'we shall not find any simple prescription for sound
organizational leadership; nor will it be purchased with a bag of tricks and
gadgets' (p. ix). A few lessons do emerge from the review conducted here, and
they are best considered jointly since their value is enhanced or diminished by
whether or not all of them are considered. First, it is worth investing serious
effort into the selection of people for formal leadership posts, as all available
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evidence points to positive performance effects of more highly qualified
leaders. Second, fostering a shared vision between political and managerial
leaders is also likely to have a positive effect on public service performance. In
each individual case, the possibility of a trade-off between these two lessons

needs to be considered. Finally, careful considerations of local contingencies,
such as the particular difficulties of the task at hand, are more likely to lead to the
improvement of a particular service than the adoption of a generic strategy.
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Organizational Culture
Rachel Ashworth

Introduction

Cultural change has been a key element of public service reform, with
governments across the world viewing culture as a means to transform public
service organizations (Newman 1994). It has been argued that non-profit
organizations have been characterized by a public service culture, as demon-
strated by numerous studies of the public service ethos and tests of specific
theories of public service motivation (Wise 2000). In recent years, however,
policy-makers seeking to improve the performance of public services have
encouraged organizations to develop performance-oriented and consumer-
based cultures, which, they argue, are more likely to deliver improvement in
the quality and efficiency of services. However, the extensive literature on
organizational culture suggests that government attempts to reform public
organizations in this way are not guaranteed to be straightforward or suc-
cessful. A review of academic work reveals a series of intense discussions and
debates around whether it is possible to identify a distinct organizational
culture and the extent to which organizational cultures can be identified,
labelled, measured, and 'managed'. Moreover, there is considerable conten-
tion around the nature and direction of any potential relationship between
organizational culture and performance.

In order to assess whether cultural change delivers improvements in public
service performance, this chapter firstly defines the concept of organizational
culture within a public service context, before tracing the development of the
theoretical link between culture and performance. Subsequently, the chapter
draws on existing research evidence on the relationship between culture and
performance in the public sector. Finally, the chapter outlines implications for
future research on culture and service improvement and highlights the urgent
need for longitudinal, multi-methodological and institutionally sensitive
studies, based upon public sector typologies of culture, which explore the
extent to which cultural change is associated with public service improve-
ment.

6



What is organizational culture?

Organizational culture is described by Ogbonna and Harris as 'one of the
most popular concepts in the fields of management and organizational
theory' (2000, p. 768), and also by Rainey and Steinbauer as 'probably the
most overused and loosely used term in contemporary management dis-
course7 (1999, p. 17). Culture has been interpreted, analysed, and tested
extensively within the field of organization studies over the last forty years
but remains a contentious and complex phenomenon (Smirchich 1983).
Davies et al. (2000) have described culture as 'fraught with competing inter-
pretations and eluding a consensual definition' (p. 3). However, many
scholars seem able to cohere around the widely used explanation offered by
Schein (1985), who describes organizational culture as:

A pattern of shared basic assumptions that the group learned as it solved its problems
of external adaptation and internal integration, that has worked well enough to be
considered valid and, therefore, to be taught to new members as the correct way to
perceive, think and feel in relation to these problems, (p. 12).

It is commonly argued that culture is multi-dimensional and that conse-
quently it is possible to identify a number of different levels, or layers, of
culture. Newman (1994), writing on culture and the public sector, presents a
three-layered model comprising 'symbols' which are visible signs of what is of
importance and value to an organization (e.g. logos and mission statements);
'practices' which are less visible but can be observed (ways of doing things);
and 'values' which are deeply held are taken for granted and have developed
over considerable periods of time. Needless to say, she argues that such deep-
set values are almost impossible to observe and relearn.

This multi-dimensional interpretation of organization culture has come to
be widely accepted, but the way in which organizational culture has been
researched and analysed has not always reflected that multi-layered approach.
This has provoked some debate, particularly in relation to methodological
application. For example, initial analyses of organizational culture had been
qualitative in design in order to allow an in-depth understanding of unique
individual organizational settings (Denison 1995). Business and management
scholars have frequently studied organizational culture in quantitative terms
through the application of survey-based instruments. This has provoked
some criticism from those who claim that it is difficult to capture the
multi-dimensional elements of culture within such quantitative measures.
This has prompted many quantitative researchers to develop a keen interest in
the concept of 'organizational climate'—a term which loosely corresponds to
surface-level cultural attributes and perceptions (Scott et al. 2003a) and more
readily lends itself to survey-based operationalization. In contrast to culture,
climate is viewed as temporary, open to control and manipulation, limited to
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aspects of work organization easily perceived by employees, and more empir-
ically accessible (Denison 1996; Wallace et al. 1999).

Debate on the definition, interpretation, and operationalization of the
concept of organizational culture continues, but having reviewed these de-
bates it seems appropriate that a rounded and therefore multi-dimensional
interpretation of organizational culture should be adopted for this chapter, as
outlined by Schein, Newman, and others. Furthermore, as both academic
theory and government reform focus on culture change, the chapter concen-
trates on reviewing evidence on the link between organizational culture
(rather than climate) and performance in the public sector.

The theory of improvement through cultural change

Interest in organizational culture as a concept developed largely due to the
widely argued link with organizational performance. Most studies of culture
and performance are private-sector based and, over time, research findings
have had key implications for the theoretical link between organizational
culture and performance, resulting in revised views on the nature, and
direction, of the relationship between culture, performance, and other organ-
izational variables. The extensive study of organizational culture in the 1980s
by the excellence writers such as Peters and Waterman (1982) and Deal and
Kennedy (1982) led to the promotion of the concept within the wider
management community. These studies were vitally important in proposing
an initial connection between culture and performance as they argued that
organizations have unified and distinctive cultures; that there is a relationship
between organizational culture and performance; and that organizational
culture can be 'managed' in order to impact on performance (Scott et al.
2003 b). However, each of these assumptions has been the subject of intense
debate—especially within the public service context—and therefore we will
return to them at various stages throughout the chapter.

The excellence writers claimed that it was possible to identify a 'corporate'
culture which could be attributed to management—which was assumed to be
the dominant group, capable of devising and imposing their culture on the
organization through rites, rituals, and values (Sinclair 1991). The connection
between organizational culture and performance is predicated upon the
important role that culture is perceived to play in securing increased com-
petitive advantage, and it is argued that it achieves this by making employee
behaviour and responses increasingly stable and predictable, thereby facili-
tating and shaping individual interactions within organizations (Barney 1986;
Ogbonna and Harris 2000). Scott et al. (2003b) elaborate on this by describing
what they call 'first-order' culture change strategies, which involve sustaining
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competitive advantage by 'doing what you do better' and second-order strat-
egies which necessitate a wholesale shift from one culture to another. However,
the idea that culture can be developed and shaped rests upon the rather
contentious assumption that culture is something an organization has rather
than its being an integral part of what an organization zs; that is, an attribute of
organizations that can be manipulated by managers (Smirchich 1983; Davies
et al. 2000).

Despite the widespread claims of a potential link between culture and
performance, it seems that few studies have actually examined the existence
or the nature of this relationship adequately (Lirn 1995). Furthermore, whilst
initially popular, by the 1990s the key assertions of the excellence writers had
attracted growing criticism (see, e.g. Ogbonna [1993]; Wilmott [1993];
Alvesson [1995]). Encouraging the development of a 'strong culture' in
order to deliver improved performance became increasingly viewed to be an
overly simplistic strategy (Saffold 1988). Criticism of the culture-perform-
ance hypothesis gathered at pace with many drawing attention to the unsub-
stantiated presumed existence of a unitary culture, the apparent lack of an
operational definition of cultural strength, and the weak methodologies being
applied (see, e.g. Scott et al. [2003a]).

This mounting critique led to the development of a series of more nuanced
studies—see, for example, the work of Gordon and DiTomaso (1992) who
highlight the importance of external environmental conditions. Others such
as Ogbonna and Harris (2002a; 2002 fr) sought to explore the unintended
consequences of attempts to achieve cultural change. They document the
appropriation of culture change processes for other purposes and argue that
studies of organizational culture should look beyond the positive and encom-
pass negative, unintended, and dysfunctional outcomes that result from
efforts to bring about cultural change.

These studies form part of a significant body of work which analyses the
relationship between organizational culture and the performance of private
firms (see, e.g. work by authors such as Denison [ 1995] and Lewis [ 1994], and
Ogbonna and Harris [2002]). Whilst this chapter focuses on public services, it
is clear that work on public sector organizations has been highly influenced by
the private sector literature. The private sector culture-performance link is
widely cited by public management academics and policy-makers as part of
their rationale for studying and implementing cultural change, and many
culture typologies and measures of culture have been adopted from private
studies. In the private studies, the typical approach has been to identify
particular types or traits of organizational culture and analyses or tests their
relationship to profitability and other measures of firm performance.
Often such studies are large scale, such as the substantive analysis by Kotter
and Heskett (1992) which focused on 207 firms over a five-year period.
This research revealed only a small correlation between 'strong' culture and
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long-term performance, forcing the authors to arrive at the conclusion that
culture could be a mere intermediary of the impact of effective leadership or
organizational structure on performance. In contrast, Gordon and DiTomaso
(1992) found evidence of a relationship between culture and short-term
financial performance, giving rise to a debate over the importance of consist-
ent versus flexible cultures. Other notable works include Denison and Mis-
hra's multi-method analysis (1995) and the work of Harris and Ogbonna
(2000) who describe cultural traits as either 'competitive', 'innovative', 'bur-
eaucratic', or 'community'-based, concluding that internally oriented cultures
are bad for competitive advantage and that performance improves if cultures
are linked to the external environment. The fact that private sector evidence
indicates that both consistency and adaptability cultural traits are positively
related to performance led Wilderom et al. (2000) in their widely cited review of
culture and performance studies, to question the evidence on the culture-
performance relationship. Furthermore, they reflect on the various method-
ologies employed to date and conclude that the predicted effects of culture
remain largely unsubstantiated.

Overall, we can identify a clear theoretical argument which indicates that
changing an organizational culture should increase competitive advantage, and
therefore productivity, in the private sector. It should, though, be emphasized
that some underlying assumptions remain under dispute. Whilst there is some
empirical evidence that supports the link, in recent years research findings have
questioned the direction of the relationship between culture and performance.
However, a vast array of work continues to focus on the relationship between
the two in the private sector, with recent analyses extending to other dimen-
sions of performance such as brand performance (O'Cass and Ngo 2007) and
strategic supply chain management (Hult et al. 2007). Furthermore, studies
continue to investigate the mediating effects of culture by analysing its role
alongside other organizational characteristics such as strategy (Lee et al. 2006)
and leadership (Ogbonna and Harris 2000). The mixed academic evidence on
the strength of the relationship between culture and performance has not
discouraged management scholars from further exploring the connection be-
tween the two. Neither has it deterred policy-makers in governments across the
world from seeking to bring about cultural change in a bid to transform the way
in which public sector organizations operate and thereby improving the quality
of public services.

Cultural change in the public sector

Public sector organizations have traditionally been characterized by an over-
riding public service ethos where employees are driven by 'public service
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motivation' which 'pertains to the process that causes individuals to perform
acts that contribute to the public good as a way of satisfying their personal
needs' (Wise 2000, p. 344). It has been argued that public service motivation is
underpinned by a 'public services culture', which is unique and has protected
the sector against inefficiency and abuse (Theobald 1997). However, from the
1980s onwards, accusations of a dominant paternalistic 'producer-culture'
within the public sector encouraged pressure for reform. Newman argues that
attempts to achieve cultural change have been at the heart of the rhetoric and
practice of transforming the public sector where reforms have been designed in
order to 'make organizations more customer-orientated, more entrepreneurial,
more innovative, more flexible, more responsive' (1994, p. 59).

In the United States, influential authors such as Osborne and Gaebler
(1992) talked of an identifiable 'entrepreneurial' culture which could be
adopted by public service organizations and would lead to improved public
management practices. Policy-makers leapt upon these ideas as a means of
reforming old-fashioned and discredited bureaucratic systems of administra-
tion: 'Our goal is to make the entire federal government both less expensive
and more efficient, and to change the culture of our national bureaucracy
away from complacency and entitlement toward initiative and empowerment'
(Gore 1993, p. 1, cited by Brewer and Selden 2000). These 'simple prescrip-
tions' for change depicted organizational culture as an additional lever to pull
(Newman 1994) and, it is argued, reflect a recognition from government that
structural change alone will not deliver improvements in the performance of
public services (Scott et al. 2003a).

Cultural change was a key component of New Public Management, and
attempts to reform organizational cultures can be evidenced across a range of
public services. Driscoll and Morris describe efforts to 'imbue the civil service
with private sector values and induce more customer-friendly attitudes'
(2001, p. 807) whilst Davies et al. (2000) document repeated cultural change
programmes within the NHS in the United Kingdom which range from Roy
Griffiths' attempt to introduce an 'overt management culture' to the Labour
government's pronouncement that they are looking at 'major cultural change
for everyone' (p. 112). More contemporary cultural change programmes in
health-care have been reported to involve 'shifts in basic values, beliefs, and
assumptions that underpin patterns of behaviour in the delivery of care'
(Hyde and Davies 2004, p. 1408) whilst McNulty and Ferlie (2002) identify
successive attempts to re-orient health services towards a patient-focused
model of care.

There is, though, a question as to how successful those cultural change
programmes have been. In seeking to estimate the impact of attempts to
modify culture within education and health, Ferlie et al. (1996) identified
several cross-sectoral distinctions in terms of the rate of culture change,
noting that whilst there were clear changes in the relationship between head
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teachers and staff and a growing managerialism in the case of education,
cultures of marketization and competition were not easily embedded in the
health sector in the United Kingdom. A similar analysis of cultural change in
the civil service revealed that staff paid clip service' to change programmes
with little evidence of real cultural or attitudinal change (Driscoll and Morris
2001). Studies of cultural change associated with the 'reinventing govern-
ment' agenda seemed to produce similar results. For example, Nufrio (2001)
analysed employee perceptions of'reinvention' cultural traits (such as discre-
tion, promoting a learning culture, rewarding performance, and developing a
customer-based approach) only to find that these values were not evident to
staff within public agencies.

Two qualitative studies of cultural change within government agencies offer
similar insights. Lurie and Riccucci's analysis of cultural change within welfare
offices in the United States revealed a gap between the rhetorical and espoused
values of those driving reform and those of managers, supervisors, and
workers (2003), whilst the ethnographic work of Brooks and Bate (1994)
points to the existence of a 'cultural infrastructure' at the local level which
mitigated against top-down cultural change. There is also evidence that public
sector organizations continue to reflect the values of hierarchical and bureau-
cratic cultures long after cultural change programmes have been introduced
(see, e.g. Parker and Bradley's application [2000] of the competing values of
internal and external orientation and control and flexibility to public service
organizations in Australia). However, more recent work on institutional iso-
morphism in local government based upon the perceived effects of Best Value
reforms suggests that several surface-level cultural characteristics of local
authorities have shifted in line with government reform and, as a result,
councils have begun to look increasingly similar (Ashworth et al. 2009).

Overall, it has been argued that, too often, policy-makers engaged in
driving public service reform turn to culture as a simple and straightforward
way of progressing from a 'stable, bureaucratic hierarchy' to a 'fluid customer-
oriented' culture (Driscoll and Morris 2001). This approach has left govern-
ments open to the charge of oversimplification, with policy-makers labouring
under the perception that culture is something an organization has rather
than being an integral part of what an organization is (Hawkins 1997).
Consequently, these attempts at reform, it is argued, may over-emphasize
the symbolic and surface levels of culture and achieve some success at that
level but in doing so are likely to conflict with staff interpretations of manage-
ment actions and their associated meanings (Newman 1994; Theobald 1997).
However, it is important to recognize that, whilst there are considerable
doubts about the extent to which organizational cultures in the public sector
can be shaped and managed in line with new public management reforms,
repeated government efforts to deliver cultural change have been substantial
enough to warrant empirical investigation (Lurie and Riccucci 2003).
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It is necessary at this stage, then, to review the academic evidence on the
culture and performance relationship within the context of public service
organizations.

Culture change and improvement: evidence
from the public sector

In contrast to the work on private firms, there is far less work on the impact of
organizational culture on performance in the public sector. A systematic
literature search conducted via Web of Science, using a variety of search
terms including organizational culture, public services, effectiveness, quality,
efficiency, performance, and improvement, resulted in the identification of 21
empirical academic papers which shed some light on the relationship between
organizational culture and service improvement in the public sector. The
papers fall into two bodies of work on culture and performance: in the first
group are studies of organizational performance in the public sector which
have incorporated measures of cultural change, amongst many other variables
within an overall analysis on determinants of performance, whilst for the
second group of studies, culture is the key independent variable. Whilst these
papers include control variables, their main focus is to explore the relation-
ship between culture and performance in the public sector. The studies are
summarized within Table 6.1 and are discussed in more detail below.

STUDIES OF ORGANIZATIONAL PERFORMANCE

Many studies of organizational performance have incorporated dimensions of
culture within their analysis. Work operationalizing theories on the effective-
ness of public organizations argues that those with strong mission-oriented
cultures are likely to perform better than those that do not Moynihan and
Pandey (2004). Despite their strength, these cultures are considered to be
sufficiently flexible to be viewed as adaptable, externally facing, and respon-
sive (Rainey and Steinbauer 1999). Consequently, the operationalization of
culture within studies of organizational performance or effectiveness in the
public sector has tended to incorporate various dimensions of culture, with
most authors arguing that organizations exhibit a variety of cultures rather
than falling into one category or another. For example, Brewer and Selden
(2000) advocate a multi-dimensional construct which they include in their
test of Rainey and Steinbauer's model of effectiveness. Their admittedly
'loose' construct of culture encompasses a combination of culture and climate
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Table 6.1 Summary of empirical evidence

Author

Argote(1989)

Brewer and Selden (2000)

Cameron and Freeman

(1991)

Garnettetal.(2008)

Gerowtitzetal. (1996)

Dimension of culture

Agreement around norms be-

tween groups and agreement

within groups

Protecting employees, team-

work, efficacy, and a concern for

the public interest

Clan, adhoracy, hierarchy, market

Mission-oriented and rule-

oriented cultures

Competing values framework

Country and sector

US Health care

US federal government

US Higher education

US, government admin-

istration

US, UK, and Canada,

healthcare

Sample and time period

30 emergency units, 463

physicians and 278 nurses

9,710 federal civilian work-

force (civil servants)

334 HE institutions

274 responses

265 hospitals— 120 in the

USA,100intheUK,and45

in Canada

Measure of perform-

ance

Promptness of care

Qualityofnursing

Quality of medical care

Six measures derived

from employee percep-

tions

Management percep-

tions of effectiveness

Management percep-

tions of effectiveness of

organization in achieving

its mission

Pis:

Employee loyalty and

commitment. External

stakeholder satisfaction,

Internal consistency,

Resource acquisition

Finding

Positive relationship between norms and effective-

ness in hospital emergency units, evidence of an as-

sociation between culture and performance

Most influential factors all contain organizational

culture variables — organizational culture is a

powerful predictor of organizational performance

in federal agencies

Cultural type more important in accounting for ef-

fectiveness than congruence (cultural fit') or

strength

Communication mediates influence of mission-

oriented cultures on performance but does not

positively effect performance within rule-based

cultures

Cultures of top management teams were positively

and significantly related to performance for clan, ra-

tional, and developmental cultures



Gerowitz(1998)

Heck and Marcoulides
(1996)

Hyde and Davies (2004)

Jackson (1997)

Competing values framework US, health care

Structure and purpose Singapore Education
Values
Task climate
Individual values and beliefs
Emergent cultures UK, health care

Person, task, power, role, ideas UK, health-care

CEO and Senior Managers Managerial perceptions
in 120 hospitals of adaptability and

global performance
156 upper and lower sec- Organizational Product-
ondary school teachers ivity
from 26 schools

Two case studies of mental Quality
health services, 14 month
period

Case study of patients and Non-attenders
staff of UK hospital de-
partment
197 acute trusts (60% re- NHS * ratings
sponse rate) plus PCO indicators
6 acute case studies
6 PCTcase studies

Culture is related to performance but thatTQM
interventions are not linked to culture or
performance change.
School performance can be determined from
knowledge of a school's cultural environment.

Cultural assumptions interact with service design
leading to emergent cultural artefacts that impact
on organizational performance.
Service users are instrumental in the emergence of
organizational culture—links between service
users'culture and organizational performance.
Relationships are complex, contingent, and

recursive.
Role culture predominant form observed. Lack of
customer culture affected DNA rates

Acute trusts with developmental cultures more
likely to be rated highly
Trusts with hierarchical cultures were more likely to
perform well on waiting times, clan cultures scored
better on satisfaction.

(continued)
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Table 6.1 Continued

Author

Marcoulides and Heck

(1993)

Martin etal. (2006)

Moynihan and Pandey
(2004)

Nufrio(2001)

Dimension of culture

Structure and purpose

Values

Task climate

Individual values and beliefs

Performance-oriented Culture

Rational

Group Developmental

Hierarchical

Freedom to act

Learning culture

Recognizing performance

Rewarding performance

Putting customers first

Country and sector

US Education

UK local government

US, government admin-

istration

US, government admin-

istration

Sample and time period

392 respondents

Local government man-

agers and officers, 2001 -

2005

National Administrative

Studies survey of state

government health and

human services officials,

2002-3

Federal government agen-

cies (21 depts)

Measure of perform-

ance

Organizational product-

ivity

BestValue Performance

Indicators

Management percep-

tions of effectiveness

Management percep-

tions of effectiveness

Finding

Visible aspects of culture can guide the direction

of organizations'.

Quantitative data show relationship between per-

formance-oriented culture and Pis. Qualitative data

show culture as important driver in 12/42 reviews

Evidence that culture does matter for performance.

Organizations with developmental cultures (focus

on organization, growth, flexibility, and resource

acquisition) are likely to achieve significantly higher

levels of effectiveness, according to their employ-

ees. No evidence of relationship between rational,

hierarchical, and group cultures and performance.

Reinvention elements not embedded within gov-

ernment agencies with the exception of team-

working which was evident in 9/21 departments.



Nystrom(1993)

Parry and Proctor-Thomson

(2003)

Rizzoetal. (1994)

Shortell etal. (2000)

Shortell etal. (2001)

Zimmerman et al. 1993

Zimmerman et al.1994

Kilmann-Saxton Culture Gap US Healthcare

Survey

Organizational description ques- New Zealand, cross-

tionnaire sectoral

Nursing unit cultural assessment US Health care

tool

Competing Values Framework US, health care

Competing Values Framework US, health care

Organizational characteristics US, health care

measured through questionnaire

Organizational characteristics US, health care

measured through questionnaire

Senior managers and

excutive secretaries in 13

US health organizations

Survey 1388 managers

Survey 2 190 managers

235 nursing staff

3045 patients from 16

hospitals

56 medical groups, 1797

respondents

3672 ICU admissions, 316

nurses, 202 physicians

888 ICU admissions, 70

nurses, 42 physicians, 2

teaching hospitals

Management percep-

tions of effectiveness

Managerial perceptions

of effectiveness

Unit skill mix, Cost meas-

ures Quality assurance

Pis

Clinical outcomes, func-

tional health status, Pa-

tient satisfaction, Cost

measures

Evidence-based care

measures derived from

informants
Actual /Predicted death

rate Ratio actual-pre-

dicted stay

Risk-adjusted survival,

Ratio, actual /predicted

stay, Resource use

Organizations with a consistent strategy possess

strong cultures

The public sector has less of a transformational

culture but is no less effective in achieving its

outcomes

Cultural patterns specific to each care unit.

Nurses use this to effect change

Variation observed but association between culture

and performance not supported

No relationship between culture and evidence-

based care due possibly to amorphous nature of

physicians associations

Patient centred culture identified as a superior or-

ganizational practice.

Lack of distinction between high and low perform

ing units. Both had practices to emulate and avoid
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measures including whether an organization values employees' opinions,
promotes a spirit of teamwork and cooperation, and fosters a concern for
the public interest. In addition, they include dummy variables which capture
other cultural traits, such as mission-oriented cultures. They find that the
culture measures are amongst the most influential within the analysis, and
conclude that 'organizational culture is a powerful predictor of organizational
performance in federal agencies' (2000, p. 703). However, these findings are
qualified due to a heavy reliance on employee—principally managerial—
perceptions of organizational performance. Similarly, Moynihan and Pandey
(2004) identify organizational culture amongst a number of organizational
factors which they include within their test of the relationship between
management and performance in the public sector. Their analysis of data
from the National Administrative Studies survey led them to conclude that
developmental cultures (which focus on the needs of the organization and its
ability to change) do matter for performance.

Studies of local government performance in the United Kingdom also
provide some support for the culture-performance link. Longitudinal analysis
conducted in order to evaluate the long-term impact of the Best Value regime
reports qualitative and quantitative evidence which suggests that culture
change was a key instrument of reform (Martin et al. 2006). The research
shows that employees perceive that authorities increasingly developed per-
formance-oriented cultures between 1999 and 2004, by placing heavy em-
phasis on continuous improvement and providing management with
incentives to achieve step changes in performance. Statistical analysis of the
relationship between survey-based surface-level measures of culture and ob-
jective performance indicators revealed a positive relationship between per-
formance-oriented cultures and good performance. Furthermore, qualitative
analysis reveals that a performance-oriented culture was deemed to be a
possible mechanism for improvement in 12/42 change reviews with interview-
ees highlighting supportive cultures, although the authors also cite evidence of
'obstructive cultures', resistant to reform. Overall, it seems studies seeking to
identify the determinants of organizational effectiveness in the public sector
provide some empirical support for the relationship between culture and
performance amongst other variables, although it should be noted that these
analyses often incorporate symbolic or surface-level measures of culture.

STUDIES OF CULTURE AND IMPROVEMENT IN THE PUBLIC SECTOR

The nature of the relationship between culture and performance has probably
been best investigated within the health-care field. Scott et al. (2003a) con-
ducted a comprehensive review of studies on culture and performance, which
resulted in the in-depth analysis of ten pieces which met their inclusion
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criteria. These include work by authors such as Argote (1989), Gerowitz et al.
(1996), and Zimmerman et al. (1993, 1994). They found a huge amount of
variation across the ten studies in terms of methodology, performance
measures, and assessment of culture. However, they found that six of the
ten were based in the United States, and whilst most studies addressed culture
in terms of behaviour, artefacts, and values, they did not address the under-
lying assumptions.

Of all the papers reviewed, Scott et al. (2003 a) found Gerowitz et al.'s
application (1996) of the 'competing values framework' to top management
culture in 265 hospitals the most convincing. The authors attempted to
measure 'clan', 'open', 'hierarchical', and 'rational' cultures against five differ-
ent performance variables. They found that management cultures varied
across different health-care organizations, and whilst certain cultures
impacted on performance this was only when particular elements of perform-
ance aligned with cultural values and beliefs.

At the end of their review, Scott et al. (ibid) conclude that the 'strong
culture leads to good performance' link is not substantiated by the research
on health care, as just four of the studies claim support for the culture and
performance hypothesis. In seeking to explain this overall finding, they con-
tended that performance is as slippery a concept as culture and raised
concerns about the distinction between independent and dependent variables
in some of the studies they reviewed:

It is problematic to assess the effect of espoused values on employee loyalty and
commitment when such measures of performance are indeed values in themselves.
Likewise, can subjective judgements of managers on their own organization's per-
formance be viewed as external to that organization's culture? (2003a, p. 115)

There have been few in-depth qualitative studies of the impact of culture
on performance in the public sector. Hyde and Davies (2004) provide a rare
exception as they investigate the government's aim to shift the basic values
and beliefs and assumptions that underpin patterns of behaviour in the
delivery of care through a comparative case study analysis within the mental
health sector. Overall, they conclude that 'cultural assumptions and deeper
processes interact with service design, leading to emergent cultural artefacts
that impact on organizational performance' (p. 1424). A particularly com-
prehensive study conducted recently within the health sector provides some
more evidence of a connection between culture and service improvement.
Mannion et al. (2005) analysed both quantitative and qualitative data on
English NHS trusts, and conclude that different types of cultural type impact
on different types of improvement. For example, trusts with hierarchical
cultures were more likely to deliver shorter waiting times but poor star
ratings, clan cultures scored better on measures of staff satisfaction but were
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also less likely to achieve a high star rating, whilst developmental cultures
were much more likely to achieve a high star status.

Studies conducted on other parts of the public sector yield similar results.
For example, Cameron and Freeman's analysis (1991) of higher education
institutions in the United States revealed the dominance of a 'clan-based'
congruent (Wilkins and Ouchi 1983) and concluded that cultural type, rather
than congruence or strength, is most important in explaining organizational
effectiveness, as perceived by managers. More recent studies have focused on
the role of variables which mediate the culture-performance link and have
produced some interesting findings. For example, Garnett et al. (2008) exam-
ined whether communication moderates or mediates the impact of culture on
performance in public service organizations. Arguing that culture has been
shown to be 'profoundly shaped by communication' they identify character-
istics of 'role-oriented' (formalization, structures, bureaucracy, rules, and
policies) and 'mission-oriented' (dynamic, entrepreneurial, innovation, task,
and goal accomplishment) cultures. Statistical analysis of 274 survey re-
sponses derived from the National Administrative Studies Project tested for
mediation and moderation effects of the two cultures. In terms of mediation,
the authors conclude that mission-based cultures result in better performance
because employees exhibit better-quality communication with superiors
about tasks and performance. In terms of moderation, again the findings
are positive in relation to mission-based cultures as 'excellent communication
increases the likelihood of excellent performance'. However, in contrast, in
rule-based cultures 'excellent communication increases the likelihood of
average performance and decreases the likelihood of excellent performance'.
The authors advocate a more thorough examination of all these variables and
their impacts. A rare comparative study of leadership, culture, and perform-
ance in the private and public sectors in New Zealand (Parry and Proctor
Thomson 2003) found less evidence of transformational organizational
change within public sector organizations, with most characterized by trans-
actional organizational culture, but that this did not seem to make them any
less effective. They also note that organizational culture is important in
'liberating or suppressing the display of leadership' (p. 393).

To summarize, in comparison with the private sector, it seems that there
has been a limited amount of work to date on culture and organizational
effectiveness, performance, and improvement within a public service context.
This is somewhat surprising given the attention that governments worldwide
have devoted to cultural change in the public sector. The work that has been
conducted falls into two groups. The first group of studies seek to explain
organizational effectiveness and public service performance, and include
organizational culture as one of many organizational factors under analysis.
These studies tend to conclude that 'culture matters' and is a strong predictor
of performance, but also concede that it is possible that high-performing
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organizations might develop strong or 'performance-oriented' cultures rather
than the other way around. The second group of studies tend to focus
specifically on the culture-performance link in the public sector (although
mainly in health-care). As culture is the main focus of the analysis, in general,
greater care is taken in the interpretation, construction, and measurement of
culture within these studies (Scott et al. 2003a). However, some of these
studies do not provide clear evidence to suggest there is a causal link between
organizational culture and performance. They do, though, highlight the
importance of mediating factors such as leadership and communication.
Taken together and in light of the evidence on private firms, these mixed
research findings have implications for the relationship between culture and
performance and for future research in this area.

Culture and the improvement of public services

This review shows that evidence on the impact of culture on organizational
performance is mixed with work on both public and private sectors littered
with caveats and qualification. Mostly these concern the conceptualization,
and subsequent operationalization, of organizational culture, and therefore
raise a number of methodological questions and implications.

There are persistent claims that quantitative approaches to analysing cul-
ture have been unable to go beyond surface-level aspects, such as symbols and
behaviours and are, more accurately, measures of organizational climate
rather than culture (see, e.g. Brewer and Selden's admission [2000] that they
treat culture and climate as one and the same). Schein (1996) has argued that
scholars have failed to capture the multi-dimensional nature of culture, whilst
others suggest that the widespread use of questionnaires leads to a danger of
imposing one's own cultural perspective on the organization rather than
uncovering its actual nature (Lim 1995). Equally, there have been relatively
few examples of in-depth qualitatively based analysis of cultural change and
its impact on organizations. It has been argued that many qualitative pieces
tend to focus on 'best practice' examples and therefore do not make a
substantial contribution to theory development (Khademian 2000). Further-
more, there are very few longitudinal studies, with many presenting a 'snap-
shot' analysis of culture in an organisation at a particular point in time.
Further concerns have been raised about the lack of objective and independent
performance measures utilized to date, with many of the studies included in this
review relying on managerial evaluations of performance.

Finally, research findings continue to cast doubt over direction of causal
relationship—does 'strong' culture improve performance or does improved
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performance lead to the development of a 'strong' culture? Hargreaves (1995)
argues that school culture 'may be a cause, an object or an effect of school
improvement' (p. 41), whilst Scott et al. (2003a) argue that those studying
culture and performance in health care are in serious danger of confusing
cause and effect and clouding any possible link. Citing the urgent need to
tackle these methodological obstacles in order to allow for more work
'unpacking' the culture-performance relationship, their final conclusion is
that it is more likely that culture and performance are mutually created in a
reciprocal manner which is dependent upon context and other influences.

The transportation of the culture-performance link from the private sector
to public services has also been criticized by public management scholars on a
broader basis. Some argue that work on culture in the public sector lacks
substance. For example, Khademian (2000) warns that, so far, research agen-
das have been driven by the needs of practitioners, and suggests that if we
assume that 'every dimension of an organization is manageable in the hands
of a "successful" manager, we forgo an opportunity to better understand the
complexities of public management in rich institutional and organizational
settings' (2000, p. 48). Newman (1994) finds a number of underlying culture-
performance assumptions problematic when applied to public services. She
argues against the assumption that cultures are closed societies, highlighting
the fact that public sector organizations are not sealed from their environ-
ment. She also refutes the assumption that cultures are integrated wholes,
highlighting professional, departmental, and functional divisions in both
public and private organizations. The assumption that cultures are consen-
sual and based upon 'shared values' is also rejected on the grounds that
cultural change marks a key source of conflict and division, whilst the claim
that cultures are leader-generated is also countered, as this approach pays
little attention to power within organizations and the dynamics of organiza-
tional change. Finally, Newman disputes the argument that culture is a
separate domain, a specific lever to pull—isolated from strategy and other
aspects of change management.

Sinclair (1991) has also questioned the application of the excellence
school's 'cultural control model' and other private sector-based typologies
(e.g. measures of 'mission-oriented' cultures) to public services. In contrast,
she has argued in favour of alternative models of culture which are better
suited to the public sector context, outlining a 'sub-cultural model' (where
unified cultures can impede effectiveness), a 'professional-managerial model'
(which assumes cultural diversity leads to synergy and innovation), and a
'public interest/service model' (which advocates bottom-up distinctive and
cohesive organizational culture). Each of these, she argues, offers an under-
standing of culture which is more appropriate to public service organizations
which are not 'devoid of sub-cultural conflict' (1991, p. 321). This view is
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supported by Brooks and MacDonald (2000), who highlight the complicating
nature of sub-cultural power within the health-care sector.

Conclusions

A number of conclusions can be drawn on the basis of this review of evidence
on the relationship between organizational culture and improvement in the
public sector. Firstly, it is clear that any study of culture should adopt a multi-
dimensional and rounded interpretation of the concept or, alternatively, focus
on 'organizational climate' if conceptualizations and measures more closely
correspond to surface-level cultural features. Secondly, there is an evident
theoretical rationale for linking types of organizational culture and levels of
performance, and this chapter has demonstrated the ways in which policy-
makers have seized upon cultural change as a mechanism to improve the
delivery of public services with varying effects.

Thirdly, evidence to date offers some support for the culture-performance
link, but doubts remain in terms of the nature and direction of the relation-
ship. Much of the work on culture and improvement has been based upon
private firms and that conducted on public services is uneven in its coverage.
For example, whilst there is a growing body of work in health care and US
agencies which attempts to establish the impact of culture on organizational
effectiveness and quality of service, there has been little detailed examination
of culture and improvement in key local government services like education
and social care.

Overall this chapter concludes that there is an urgent need for an in-depth,
longitudinal, multi-methodological, and comparative analysis of the relation-
ship between organizational culture and public service improvement, such as
that conducted by Mannion et al. (2005) in relation to the UK health service.
Such a study should apply public service-specific typologies of organizational
culture (such as those outlined by Sinclair), be mindful of the institutional
context of public service organizations (Khademian 2000), and adopt a
rounded interpretation of organizational culture. This kind of research is
vital in assisting both academic and policy-maker understandings of the
relationship between organizational culture and public service performance.
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Human Resource
Management
Julian Gould-Williams

Introduction

During the last two decades there has been a surge of interest in evaluating the
link between human resource management (HRM) and organizational per-
formance, to the extent that the search for 'positive' evidence between the two
is now considered the subject's 'Holy Grail' (Boselie et al. 2005). Despite a call for
'a theory about HRM, a theory about performance and a theory about how they
are linked' (Guest 1997, p. 263), there remains limited theoretical development
in this area (Fleetwood and Hesketh 2006). In fact, Purcell and Kinnie (2007,
p. 533) note that 'numerous review papers... have found this field of research
often wanting in terms of method, theory and the specification of HR practices
to be used when establishing a relationship with performance outcomes'. Fur-
ther, the majority of empirical evidence is based on private sector experience,
with just a limited number of studies considering public sector organizations.

Given the heightened awareness of the need to engage public sector workers
in securing higher standards of service, the lack of a firm empirical base on
which to inform the development of theory and management practice in the
public sector needs to be addressed. The context in which public sector
workers now operate is becoming increasingly similar to that experienced
by private sector workers who face ongoing pressure to increase sales or
provide superior customer service in an attempt to boost profits. This shift
in context has been attributed to the introduction of New Public Management
(NPM), whereby the public sector was encouraged to move from a rule-
bound culture to a performance-based culture which, according to Brown
(2008), opened the way for public managers to adopt 'sophisticated HRM
techniques' (p. 3).

The opening section of this chapter will outline the various approaches
taken by those defining HRM. A description of the theoretical foundations
between HRM and performance will then be considered, and thereafter the
empirical evidence will be examined in an attempt to determine whether
HRM has a positive effect on public service performance.

7



There continues to be a lack of consensus of the definition of HRM even after
several decades of study in the field. HRM can be viewed broadly as a set of
people management activities in which:

HRM includes anything and everything associated with the management of employ-
ment relationships in the firm. We do not associate HRM solely with a high-
commitment model of labour management or with any particular ideology or style
of management (Boxall and Purcell 2000, p. 184).

In contrast, others consider it to be a 'philosophical' approach to managing
employees based on 'soft' or developmental HR practices (Legge 2005). For
instance, Storey associates HRM with a particular style of'high-commitment'
management (1995, p. 5).

This view is consistent with the public sector's image of being a 'model'
employer. In fact, Brown (2008, p. 3) states: 'The notion of the model
employer encapsulated the principles of best practice, and was argued to set
an example to the private sector'. As such, this chapter will consider HRM as a
distinctive, high-commitment approach to employment management.

Combinations of HR practices have been labelled in various ways such as
High Commitment Management (Guest 1997; Walton 1985), High Perform-
ance Work Systems (Appelbaum et al. 2000; Huselid 1995), and High In-
volvement Practices (Lawler 1992). Of course, these labels should be viewed as
loosely describing the practices' aims or intended outcomes. However, the
question of which HR practices should be included in any specific bundle
remains unanswered (Delery 1998), with Boselie et al. (2005, p. 73) pointing
out that there is 'no accepted theory... that might classify different practices
into 'obligatory' and 'optional', 'hygiene', and 'motivators'. This, they argue,
has resulted in 'HRM... consist [ing] of whatever researchers wish or, per-
haps, what their samples and data sets dictate' (Boselie et al. 2005, p. 74). In
the main, this area of research can be divided into two groups: First, the 'best
practice' perspective in which it is proposed that a prescribed set of HR
practices can be applied in the workplace regardless of national or sectoral
contexts. The alternative, 'best fit' view advocates that HR practices should
'fit' with the organization's external and internal contexts. Both these
perspectives will now be developed in turn.

THE BEST PRACTICE PERSPECTIVE

The best practice perspective advocates that a distinctive set of HR practices
should be adopted by all types of organization regardless of context, and these
will always lead to enhanced performance. Pfeffer (1994) is one of the
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foremost advocates of this approach in which he initially prescribed 16
HR practices which, in his view, captured cbest practice' in this area. Later
Pfeffer (1998) reduced the 16 core best practices to just seven. These are
employment security, selective hiring, teamworking, high compensation con-
tingent on performance, extensive training, reduced status differentials
between management and staff, and information sharing. Pfeffer's list of
best-practice HRM is by no means definitive; other commentators provide
alternatives and somewhat eclectic lists of HR practices. A review of 104
articles published in refereed journals between 1994 and 2003 reported that
a total of twenty-six different HR practices were used in individual studies
(Boselie et al. 2005) (see Table 7.1). As such, Boxall and Purcell (2003, p. 62)
state: 'It is difficult to see the underpinning logic in such a long list of
practices'. It is possible, however, to identify common practices across studies.
For instance, a recent review reported that the four most commonly cited HR
practices were (a) training and development, (b) reward management
schemes, (c) performance management (including appraisals), and (d) careful
recruitment and selection (Boselie et al. 2005). On this basis it could be
argued that the main purpose of HRM is to recruit and select strong per-
formers, provide them with the skills needed to perform, and reward them on
the basis of their performance.

Table 7.1 List of HR practices based on review of 104 studies

1 Training and development
2 Contingent pay and rewards
3 Performance management (including appraisals)
4 Recruitment and selection
5 Teamworking
6 Direct participation
7 'Good'wages
8 Communication and information sharing
9 Internal promotion opportunities
10 Job design (job rotation, job enrichment)
11 Autonomy and decentralized decision-making
12 Employment security
13 Benefits packages
14 Formal grievance procedures
15 HR planning
16 Financial participation (e.g. employee stocks and shares)
17 Symbolicegalitarianism
18 Attitude surveys
19 Indirect participation (consultation via unions)
20 Diversity and equal opportunities
21 Job analysis
22 Socialization, induction, social activities
23 Family-friendly policies and work-life balance
24 Employee exit management
25 Professionalization and effectiveness of HR function.
26 Social responsibility practices

Source: Boselie et ai. (2005, p. 94)
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In contrast to this approach, there are now emerging arguments in which it
is proposed that attempts to isolate specific sets of relevant HR practices are
meaningless (Purcell et al. 2009). According to this view, it is not the selection
or identification of specific types of HR practices that is important, as it is
possible for a range of different HR practices to be equally effective in
improving performance outcomes, depending on sector and employee
group (Datta et al. 2005). Thus different HR practices will have similar effects
on performance outcomes depending on where they are applied and the
employee group experiencing them. This view could be particularly relevant
in public sector organizations with frontline workers consisting of both highly
skilled and less skilled workers (contrast, e.g., refuse collectors and grounds
maintenance staff with doctors, teachers, and social workers).

THE 'BEST FIT' APPROACH

The 'best fit' approach is based on the view that the effectiveness of HR
practices will be contingent on how closely the practices fit the external and
internal environments of the organization (Wood 1999). Commentators
adopt different views relating to what particular context(s) HR practices
should fit. Some stress the outer context or competitive strategy, and others
emphasize the 'inner context' of existing structures and strategy, whereas still
others place emphasis on the particular stage of maturity an organization has
reached in its life-cycle (Hendry 1995; Purcell et al. 2009). As such, HR
practices can be regarded as being most effective when they meet or fit an
organization's competitive strategy (Porter 1980). Jackson and Schuler (1995)
identify a range of competitive strategies and prescribe the appropriate role
behaviours needed to fit each strategy. For example, a strategy based on cost
leadership would require a minimal investment in the work-force, low stand-
ards for recruitment and selection, relatively low levels of pay, and minimal
training provision. Brown (2008, p. 5) acknowledges that the 'new models of
HRM in the public sector introduced the notion of human resources having
the capacity to achieve performance outcomes in line with the strategic
direction of the public sector organisation... emphasis [was placed] on
securing and retaining staff who could achieve desired outcomes'. If this is
so, then the relevant HR practices need to be identified and thereafter
implemented by line managers before the contribution of HRM will be
realized in public organizations.

It should be noted, however that the best fit perspective makes several
fundamental assumptions. First, that organizations will always have a com-
petitive strategy and that the chosen strategy is the best one for business
success. Second, the best fit perspective takes no account of the possibility that
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organizations may adopt a mix of competitive strategies. If this is so then
identifying relevant HR practices to Tit' such a mix of strategies would be
problematic. Further exacerbating these issues is the need for organizations to
have a degree of flexibility in their choice of strategy in order to respond to
turbulent and unpredictable business environments (Purcell et al. 2009).

It is possible, however for both the cbest practice' and 'best fit' approaches
to hold some utility, in that Boxall and Purcell (2003, p. 68) suggest they are
simply 'two sides of the same coin'. For instance, they propose that a core
group of HR practices, such as employee development, employee involve-
ment, and high rewards, could be broadly viewed as best practice in a
particular sector, but the more detailed design of each of these practices
should then be dependent on organizational context. This is consistent with
Guest et al. (2004) who suggest that the implementation of HRM should be
considered in terms of'practice' and 'technique'. For instance, an organization
can adopt a similar rationale towards selecting new recruits (a HR practice),
but adopt a very different approach in doing so, depending on the skills and
qualifications needed for the job (e.g. psychometric testing, interviews, as-
sessment centres—HR techniques). Thus, from this perspective both the
broadly prescribed universal best practice view and the more specifically
designed best fit approach can be considered as relevant.

Theories of HRM and performance

There is limited higher-level theory linking HRM with performance, as much
of the early research in this area was concerned with evaluating associations
rather than causal connections between HRM and performance outcomes
(Arthur 1994; Delaney and Huselid 1996; Huselid 1995). To date, three
theoretical perspectives can be identified in the literature: (a) the contingent,
(b) the value-added, and (c) the motivational. The first perspective argues
that the adoption of HRM should take place in response to the organization's
environment and should complement the organization's internal systems
(contingency theory). The second perspective views HRM as adding value
through the strategic development of an organization's staff, providing the
organization with rare, inimitable, and non-substitutable resources (the re-
source-based view). The third, motivational perspective—also referred to as
AMO theory (Ability, Motivation, and Opportunity)—proposes that a HR
system should be designed to meet employees' needs for skills and motiv-
ation, and thereafter provide them with opportunities to use their abilities
in various job roles. The model assumes that employees will want to achieve
high standards of work and will be willing to engage in involvement schemes
using their skills to contribute towards organizational performance (Purcell



et al. 2003). In providing direction for future research, Boselie et al. (2005)
argue that the above three theoretical frameworks provide only part of the
answer to Guest's call (1997) for more theoretical development in the field of
HRM. They suggest that more emphasis should be given to 'micro'-theories
(these include Expectancy theory and Goal-setting theories) to understand
employees' experiences of HR practice, and the subsequent impact on organ-
izational performance.

So far the link between HRM and performance has been described as a
simple, unidirectional relationship between input (HR practices) and output
(performance). However, there are now several 'micro' level HRM-Perform-
ance models which isolate potential mediating variables linking HRM with
organizational performance in an attempt to identify why or in what way
HRM affects performance. These models point out that it is possible for the
direction of causality to shift from input —•> output, to output —>• input
(reverse causality) (Schneider et al. 2003). For instance, it has been observed
that organizational 'success' can lead to increased employee satisfaction as
most people enjoy being part of a 'winning team'. Schneider et al. (2003)
tested for reverse causality and reported that it is more likely that profitability
impacts job satisfaction than job satisfaction impacts profitability

Testing these models requires data at the individual, employee level as it is
employees and their attitudes that need to be assessed. Also, Wright and
Boswell (2002) argue that researchers should differentiate between HR prac-
tice and HR policy, in that the former refers to the actual observable activities
as experienced by the employee, whereas the latter refers to the organization's
stated intentions. On this basis, where commentators are interested in the
effects of HR practice on worker outcomes, it would again be more appro-
priate to use employees' perceptions of HR practice. And yet only 11 of the
104 articles reviewed by Boselie et al. (2005) considered employees' perspec-
tives. Due to the limited empirical evidence that has so far considered the
possible links between HR practices and organizational performance, this area
of research has become known as the 'HR black box' in that its contents
remain uncertain (Wright et al. 2003).

As was noted above, Boselie et al. (2005) recommends that more consid-
eration should be given to the contribution of behavioural theories to gain a
better understanding of the contents of the 'black box'. This is consistent with
Guest's earlier recommendation (1997) that behavioural models should be
used to link employee perceptions to behavioural outcomes, which in turn
should be linked to group-level performance outcomes, and thereafter to
organizational performance (see also Martin-Alcazar et al. [2008]). In so
doing, it becomes apparent that a range of individual and organizational
performance measures should be considered. However, the recommended
numbers and types of mediating links between HRM and performance differ
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considerably from one commentator to another. For instance, some argue
that the starting point in assessing the relationship between HRM and
performance should be the organization's business strategy, with the design
of the HR system emerging from this strategy (Becker et al. 1997, see Figure
7.1). Guest (1997) makes a similar argument and uses Porter's strategic choice
typology which distinguishes between differentiation and innovation, focus
and quality, and cost reduction type strategies (see Figure 7.2). These views
are consistent with the 'best fit' hypothesis. However, so far there appears to
be no convincing empirical evidence that HRM should be linked with an
organization's strategy (Boxall and Purcell 2003; Huselid 1995).

As illustrated in Figures 7.1 and 7.2, the different types of performance
outcomes should be considered at different levels. For instance, to test Guest's
behavioural model (1997) (Figure 7.2) one would need performance measures
at the individual level (e.g. commitment, effort, organizational citizenship) and
the unit or company level (e.g. absence rates, labour turnover, customer com-
plaints, profit; see also the approach taken by Wright et al. [2005]). In addition,
the assumption that the 'high-commitment' approach to management always
lead to favourable worker experiences has been challenged by several commen-
tators (Green 2004; Marchington and Grugulis 2000). Therefore, more recently
behavioural models have included 'negative' work-related experiences along
with 'positive' experiences (Godard 2001). Further, according to Guest's
model, it will be necessary to collect data on a firm's strategy, but whether this
should be intended or enacted strategy is not indicated. It is likely that such data
will be provided by senior managers who will present either the work unit's or
company's view on strategy. In the public sector this would involve identifying
an organization's service priorities. Empirically testing behavioural models will
present public sector researchers with several methodological challenges. We
return to discuss these in the concluding section of this chapter.

Regardless of the proposed number of links between HRM and Perform-
ance, it is probable that the impact of HRM will become weaker as factors
other than HRM intervene. In other words, the impact of HRM will become
progressively less the further along the causal chain the performance outcome
is situated. For example, we would expect HRM to have a greater impact on
employee attitude (such as job satisfaction and commitment) and a much
weaker effect on organizational profits. This issue has been termed the
problem of 'causal distance' in that extraneous factors from both within
and outside the organization can affect profits and performance. Such extra-
neous factors may include the introduction of new technology, marketing
campaigns, mergers and acquisitions, public relations catastrophes, oil prices,
global political conflict, and terrorism (Boselie et al. 2005). In public sector
organizations, extraneous factors could also include a change in resource
allocation, political priorities, and leadership.
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Figure 7.2 Guest (1997)

Figure 7.1 Becker et al. (1997)
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Evidence on HRM and performance

CHARACTERISTICS OF THE STUDIES

There is an interesting array of empirical studies that have been conducted in
public sector organizations which have assisted our understanding of the
nature of HR practice and, more generally, worker environment. For instance,
Procter and Currie (2004) considered the interdependency of work groups
and target-based team working in the UK civil service; Currie and Procter
(2003) describe the interaction between HR policies and practices and the
implementation of team working in the UK Inland Revenue; Eaton (2000)
provides a useful description of contrasting approaches to managing nurse
aides in nursing homes in two US states: California and Pennsylvania; and
Harris (2001) considered the effects of line managers' values on successfully
implementing performance-related pay schemes in a mixed UK sector (which
included the Health Service and Civil Service). However, as these studies did
not include performance outcome measures, they have not been included in
this review of the effects of HR practice on service performance.

A systematic review of the HRM literature was conducted in order to
identify those public sector studies that have empirically tested the relation-
ship between HRM and performance. The review produced a total of seventy-
three articles relating to HRM and performance, but on closer examination
twenty-three papers were literature reviews or prescriptions of best practice,
thirty-six considered a single HR practice1 or did not include measures of
performance, and three highlighted the role of the HR department. This
resulted in eleven papers being considered for this review (see Table 7.2 for
a summary of the studies). The articles were published between 1999 and
2008, with three studies conducted in England, a further three in the Nether-
lands, with the remaining studies using samples from Australia, Canada,
Israel, New Zealand, and Wales. The studies cover a relatively narrow range
of public sector organizations: six studies used mixed settings, namely, either
private and public sectors or multiple public sector organizations; three
studies were conducted in local government service departments; two studies
were conducted in nursing homes, with the remaining study conducted in UK
NHS hospitals. All the studies used a questionnaire survey to collect empirical
data, either by means of postal, telephone, or face-to-face interviews.

1 Several articles referred to HR-related issues, such as competency frameworks, downsizing,
diversity management, career planning, appraisals, using HR-software programmes, HRD, absence
management, undertaking HR audits, and training expenditure. Even though these individual aspects
of HR practice are important, these studies were excluded from the review as they would provide over-
estimations of the effects of each of the individual HR practices on performance outcomes as noted
earlier in this chapter (Lepak et al. 2006).
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In considering the effects of HR practice on performance outcomes, the
studies will be summarized on the basis of whether their main focus was on
micro-outcomes (at the employee level) or macro-outcomes (at the organ-
izational level). Four of the eleven studies assessed the relationship between
HR practices and employee-related outcomes (Baptiste 2008; Edgar and Geare
2005; Gould-Williams 2007; Steijn and Leisink 2006); a further four consid-
ered performance at the organizational level (Boselie et al. 2003; Harel and
Tzafrir 1999; Ott and van Dijk 2005; West et al. 2002); and the remaining three
studies considered both employee and organizational outcomes (Gould-
Williams 2003; Orlitzky and Frenkel 2005; Rondeau and Wagar 2001).

INDIVIDUAL EMPLOYEE PERFORMANCE OUTCOMES

As noted earlier, studies evaluating the effects of HR practice on employee
outcomes contribute to gaining insight into 'black box' issues. The HR
practices selected in these studies are generally compatible with 'high-
commitment' bundles, so we would predict that the studies will report
statistically significant findings between HR practices and desirable employee
outcomes, such as commitment, job satisfaction, and worker effort. Of the
seven studies that included individual performance measures, the most com-
mon variables considered were organizational commitment and job satisfac-
tion (four of the five studies included both these measures); three studies
included a measure of employee effort, with quit intentions, employee well-
being, and work-related stress incorporated in two of the five studies. The
public sector research has also captured potential negative outcomes of HR
practice such as measures of work-related stress. Here, consistent with the
'high-commitment' thesis, we would anticipate HR practices to have a neutral
or negative effect on work-related stress.

The studies' results do not provide convincing evidence of the 'positive'
effects of HR practices on employee outcomes. For instance, just two studies
reported statistically significant associations2 between HR practices and
organizational commitment and worker effort, with one study reporting
statistically significant links between HR practices, job satisfaction, quit
intentions, morale, and absenteeism. Given that all the studies in this review
relied on respondents' views of both HR practices and performance outputs,
it is likely that the relationships reported here are over-estimations due to
common source bias. Nonetheless, we can infer that in some but by no
means all instances, HR practices do indeed positively affect employees'
experience at work.

2 Given the small sample size reported by Baptiste (2008) where an n of 51 was achieved, it may not
be surprising to note that none of the relationships between HR practices and employee outcomes
were statistically significant at conventional levels.
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Table 7.2 Summary of empirical evidence

Study HR practice(s) Country and sector

1 Baptiste(2008) Selection and internal England, local government

recruitment service department

Employee voice

Employee involvement and

information sharing

High compensation

contingent on performance

Extensive training, learning,

and development

Involvement in decision-

making and work teams

2 Boselie, Paauwe, and Richardson Employee influence The Netherlands; Mixed

(2003) (local government, hos-

pitals, and hotels).

Training and skill

development

Participation in seminars

Employee participation

Teamworking rewards

3 Edgar and Geare (2005) Good and safe working New Zealand, Public and

conditions Private.

Training and development

Equal employment

opportunities (EEO)

Recruitment and selection

Sample and time period

Mixed: Senior managers, profes-

sional workers, and clerical staff

(n = 51), cross-sectional

HR managers focusing on appli-

cation to frontline workers

(n = 132), cross-sectional

Multiple: Employerand employ-

ees (n = 609), cross-sectional

Measure of performance

Employee commitment

Job satisfaction

Employee well-being at work

Absence due to illness

Average duration of absence due

to illness

Employee turnover rates

Organizational commitment

Job satisfaction Organizational

fairness.

Findings

No significant associations

No significant associations

Positive and significant asso-

ciations between variables

with the exception of EEO

and satisfaction



(continued)

4 Gould-Williams (2003) HR index Wales, local government

Training and development
Communication
Status differential
Teamworking
Rigorous selection process
Job security
PRP

Employee involvement
5 Gould-Williams (2007) Rewards England, local government

service departments.

Training and development

Employee involvement

Teamworking
6 Harel and Tzafnr (1999) Recruitment Israel, Public and Private

Selection
Internal labour market
HR decisions
Participation

Compensation
Training

Frontline workers, supervisors, Job satisfaction
and managers (n = 191), cross-
sectional

Organizational commitment
Worker effort

Intention to remain
Subjective organizational per-

formance.

Front-line workers, supervisors, Discretionary effort
and managers (n = 3,165), cross-
sectional

Motivation

Intention to quit
Quality of life
Stress

Single: HR directors (or equiva^ Perceived organizational per-
lent) (n — 76), post-predictive. formance over the past year in

comparison with similar organ-
izations.

HR index associated with job
satisfaction, commitment,
workers effort, and organ-

izational performance.

Involvement and teamwork-

ing associated with discre-
tionary effort and
motivation; training and de-
velopment associated with

quit intentions (-)

Training associated with

performance measure.



Table 7.2 Continued

Study HR practice(s) Country and sector Sample and time period

7 Marlies and Han van Dijk (2005) Personal development plan The Netherlands, care for Employee survey (n = 12,193) in

the elderly. 2002.

Job-related training Residents survey (n = 3,542).

Performance review

Departmental meetings

Protocol to deal with

labour-shortage

Predictable work schedules

Supportive and transparent

leadership style.

8 Orlitzky and Frenkel (2005) Communication Australia, Public and Private Multiple: Managers and employ-

ees, cross-sectional

Decentralized management

Employee participation

Fair pay

Good benefits

Index of HPWP*: Rigorous

selection

Formal training and

development

Equal employment oppor-

tunity

Job discretion

Job insecurity

Measure of performance Findings

(i) Behaviour of care providers; Job-related training,

performance review,

predictable work schedules

(-), and supportive leadership

style were associated with

quality of care provided

(ii) The expertise of care

providers;

(iii) The promptness of care^

providers.

Job satisfaction HPWP and communication

associated with labour

productivity

Job strain

Labour productivity

Management competence

Motivation and effort

Work intensity

Trust?



(continued)

9 Rondeau Communication pro- Canada, Nursing homes.
and Wagar (2001) grammes; team-based pro- Prof it and Non-prof it or-

grammes; work scheduling; ganizations included.
incentive compensation;
employee counselling; em-
ployee recognition; griev-
ance resolution;
employment selection
tests; internal promotion
policy; formal performance
appraisal; minority recruit-
ment.

10 Steijn and Leisink (2006) Appraisal interviews The Netherlands, Public ad-
ministration,

Chief executive officers (n — 283). (i) Employee outcomes:
Employee morale, Employee
absenteeism, Organizational con-
flict.
(ii)Customerand client
outcomes:
Resident satisfaction, Resident
food quality, Resident loyalty,
Community support,
Organizational reputation.
(iii) Performance outcomes:
Operating efficiency, Operating
expenses, Use of information
systems, New programmes and
services, Revenue per employee

Single: Employees (n = 21,791), Three component employee
cross sectional commitment:

HR index associated with ALL
performance outcomes with
the EXCEPTION of organiza-
tional conflict and operating
expenses

No significant associations
for HR index; significant as-

sociations reported between
satisfaction with HR policy
and affective, normative, and
continuance commitment



Table 7.2 Continued

Study HR practice(s) Country and sector

Personal development plans

Public security,

Training plans Non-prof it sector

Career planning

Job and task rotation

Individual coaching

Competence management

Age-related personnel pol-

icies

Mobility polices (index used)

Single item measure of

satisfaction with HR policy

11 West, Borrill, Sawson, Scully, HRM Index: England, NHS hospital

Carter, Anelay, Patterson, and

Waring (2002)

Training

Teamworking

Appraisal

Decentralized decision-

making

Sample and time period Measure of performance

Affective, normative, and

continuance

Single: HR directors (n = 61), Deaths following emergency sur-

post-predictive. gery

Deaths following non-emergency

surgery

Deaths following admission for

hip fractures

Deaths following admission for

heart attacks

Readmission rates

Mortality index

Findings

HR index negatively

associated with patient mor-

tality

*HPWP = High PerformanceWork Practices



Organizational performance outcomes

Earlier in the chapter the issue of causal distance was raised, in which it was
highlighted that the effects of HR practice on performance outcomes will
become progressively weaker when assessed at the unit or organizational
level. As HR practices in the public sector appear to have had a small effect
on employee-level outcomes, it is anticipated that their effects on organiza-
tional performance outcomes will be even weaker.

Again, as for individual performance outcomes, the seven studies that
assessed the impact of HR practice on organizational performance outcomes
used a range of both subjective and objective measures of performance. Two
studies used respondents' perceptions of organizational performance (Gould-
Williams 2003; Harel and Tzafrir 1999), with the remaining studies incorpor-
ating objective measures based on worker productivity (Orlitzky and Frenkel
2005; Rondeau and Wagar 2001), turnover rates (Boselie et al. 2003), absence
rates (Boselie et al. 2003; Rondeau and Wagar 2001), mortality rates following
surgery (West et al. 2002), and client satisfaction (Ott and van Dkjk 2005;
Rondeau and Wagar 2001).

The public sector studies reported statistically significant associations
between HR practices and perceptions of organizational performance
(Gould-Williams 2003; Harel and Tzafrir 1999), labour productivity (Orlitzky
and Frenkey 2005; Rondeau and Wagar 2001), client satisfaction (Ott and van
Dijk 2005), and objective measures of performance (Rondeau and Wagar
2001; West et al. 2002). From a 'high-performance' perspective, these findings
are encouraging in that they provide support for the thesis that HR practices
do lead to enhanced performance outcomes at the organizational level of
analysis. When considering these findings in conjunction with the individual
level outcomes, they provide some but not convincing evidence of mutuality.
None of the studies suggest that HR practices lead to increased work-related
pressure or stress, nor do they provide evidence that HR practices reduce
desirable work-related attitudes, such as organizational commitment, job
satisfaction, and motivation. Instead, three of the seven studies included in
the review reported positive associations between HR practices and worker
experiences. So on this basis it could be argued that HR practices hold
potential to enhance employees' work-related experiences as well as positively
effect some aspects of organizational performance. To provide more convin-
cing evidence of the effects of HR practice on performance outcomes, future
research in public sector organizations should consider the issues highlighted
in the final section of this chapter.
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Directions for further research

In order to advance our understanding of the impact of HRM on public
service performance, a behavioural model has been developed (see Figure
7.3). This model has endeavoured to incorporate the theoretical issues iden-
tified in the review and place them in a public sector context. The model is
described in this way. First, consistent with the 'best fit' perspective, public
organizations need to identify their specific service priorities (Hendry 1995;
Wood 1999). Depending on the nature and types of services provided, the
priorities may range from reducing the numbers of homeless families living in
temporary accommodation (housing management services) to providing a
rapid response to emergency calls (fire and rescue service).

Second, the organizational context and climate in which HR practices are to
be introduced need to be understood as, according to Datta et al. (2005), HR
practices should be designed to 'fit' specific sectors and employee groups. On
this basis, the model accommodates differences between sectors and work
groupings, along with leadership and industrial relations climates. For in-
stance, it is likely to be especially challenging to introduce a 'high-commit-
ment' approach in an adversarial environment—one in which unions'
propensity is to undermine management decisions. It is also possible for line
managers to resist senior management's directives and challenge proposals to
engage workers in decision-making processes. Further, the extent to which HR
is introduced in organizations and work units is also likely to depend on the
role and influence of political leaders and elected members. As with the
potential for union resistance, political influence or lack of influence may
impact HR policy and managers' capacity to effectively implement HRM.

Rather than making any attempt to prescribe HR practices, the model refers
to 'bundles' of practices which should be selected on the basis of public service
priorities, context, and work-group characteristics. The extensive list of HR
practices identified in Boselie et al.'s review (2005) (see Table 7.1) could be used
as a means to select and bundle together relevant core practices. It should be
noted, however, that the list of HR practices lacks detailed specification of each
practice, and thus runs the risk of being too vague for any practical usage unless
researchers address this issue by including relevant details.

The Public Service HR Model may also consider both managerial and
employee perspectives of HR practice (Wright and Boswell 2002). For in-
stance, line managers should provide information on policy directives,
whereas employees should provide their personal experiences of HR practice
within their work unit. Such information would not only provide insight into
the extent to which managers have successfully implemented policy, but any
gaps identified between policy and practice can be explored. Also, the diffu-
sion of HR practice amongst workers can be monitored to assess whether any
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Figure 7.3 The public service HR model
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particular group is being discriminated against on the basis of, inter alia job
type, gender, social class, race, and sexual orientation.

As outlined in the model, bundles of HR practices should affect employee or
work group attitudinal and behavioural outcomes, such as employee satisfac-
tion, motivation, commitment, trust, and organizational citizenship behaviours.
These outcomes are consistent with the 'high-commitment' thesis. However, it
would also be important to monitor the effects of HR practices on absenteeism
rates, work-related pressure or stress, and labour turnover (Godard 2001; Green
2004; Marchington and Grugulis 2000). It is anticipated that employee or work-
group outcomes will in turn affect public service performance.

As was noted in our review, it is also possible for service performance to affect
the types of HR practices used by public organizations along with employee or
work-group outcomes (Schneider et al. 2003). For instance, the achievement of
high public service performance may lead to managers having greater discre-
tion over budgets, which in turn may enable them to adopt more costly HR
practices (e.g. provide more extensive training and use sophisticated selection
procedures, such as psychometric testing and assessment centres). Employees
could also feel more motivated and experience greater job satisfaction due to
the achievement of higher public service performance (Schneider et al. 2003).

Compared to the amount of research undertaken in private sector organ-
izations, the research evidence emerging from the public sector is narrow and
limited. For instance, much of the early research undertaken in the private
sector focused on the links between HRM and firm performance, albeit
financial performance measures were used in the majority of instances. As
this body of research emerged from the United States, the studies achieved
respectable sample sizes at the organizational level. In contrast, the public
sector research has five studies where objective measures of organizational
performance were used, and in these instances the sample size was either
extremely low (n = 21) or based on mixed, public and private responses
(Boselie et al. 2003). Clearly, it will be useful for future research in the public
sector to incorporate organization-level performance data to supplement the
individual outcome measures. Of course, this is not to say that public sector
research should focus exclusively on organizational measures of performance.
This would be contrary to recent theoretical developments in the area, in
which researchers are endeavouring to understand the links between HRM
and performance. In fact, data are needed at the individual, unit, and organ-
izational levels3 in order to undertake multi-level analysis as outlined in the
Public Service HR Model.

3 Examples include: (a] SECTOR: Local Government (i) individual level = front-line worker
(refuse collector, receptionist); (ii) unit level = service department; and (iii) organizational level —
authority, (b) SECTOR: Hospitals: (i) individual level — frontline worker (nurse, catering staff);
(ii) unit level = ward; and (iii) organizational level — hospital.
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Without exception, all the public sector evidence is based on cross-sec-
tional data analysis. Where measures of organizational performance are used,
these were either collected at the same time as assessments of HR practice
(Boselie et al. 2003; Gould-Williams 2003), or preceded the HR measures
(Harel and Tzafrir 1999; West et al. 2002). If the relationship between HRM
and performance is to be evaluated, the logical temporal progression should
be from HR practice to individual outcomes and then organizational per-
formance. Such causal orderings are likely to present researchers with signifi-
cant methodological challenges, especially as getting longitudinal data is
problematic, either due to resource constraints or access to data sources.
The following simplified approach to data collection is recommended: the
first stage should incorporate measures of public service priorities, and
organizational climate, context, employee, and work-group characteristics
should be noted; at the second stage, measures of HR policy and practice
(as perceived by managers and employees) should be noted. Individual
performance measures should then be collected at the third stage, with
organizational performance outcomes recorded at the final stage.

The literature review highlighted the lack of sufficient theory in determin-
ing or selecting appropriate HR practices to form HR bundles. Boselie et al.
(2005) in particular suggested that it would be useful to have practices
identified as 'optional5, 'hygiene', and 'motivators'. Here again public sector
research could make a contribution. It is possible for empirical investigation
to inform the selection of these types of practices (Guest 1997). For instance,
qualitative data could first be collected via case study research, where attempts
are made to categorize HR practices as optional, hygiene, and motivators.
Thereafter, a large-scale study could be undertaken to statistically test for such
bundles (through, for example, factor analysis),, and evaluate the effects of
these bundles on various individual outcomes in an attempt to determine the
motivators and obligatory practices.

Application of the Public Service HR model should provide useful insights
into employees' working environment and reveal organizational or unit
inhibitors and facilitators of improved performance. Also, although the
importance of differentiating between policy and practice was highlighted,
in public sector organizations the role of the locally elected council member
may also need to be taken into account, as in some units their influence on
service priorities and staff may be significant.

A final consideration that needs to be borne in mind when undertaking
future research in the public sector is the adoption of more sophisticated data
analysis techniques. Researchers have in the main progressed from simple
correlation matrixes in evaluating statistical associations between variables, to
multiple regression analyses. If public sector research is to make a serious
contribution to HRM theory, then it is important for the sophistication of
data analysis to progress further. There is now a growing call for multi-level
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data analysis amongst private sector researchers, and a similar call would be
timely for public sector researchers too.

In conclusion, it is encouraging to see evidence of the HRM-Performance
relationship beginning to emerge from across the world in the public sector.

Here, the public sector research agenda is, relatively speaking, advancing at a
greater pace in comparison with the private sector evidence which is predom-

inantly of Anglo-Saxon origin. It will be welcome, too, if the research base

could now incorporate a greater range of public sector organizations and
multiple actors in their analysis of data.
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Innovation
Richard Walker

Introduction

The primary purpose of innovation in public service organizations has been
to improve public services—to meet needs and enhance organizational per-
formance. Organizations innovate—that is, implement new processes within
the organization or deliver new services to users—because of pressure from
the external environment (influenced by factors such as competition, deregu-
lation, resource scarcity, and customer demands) or because of internal
organizational choices (including gaining distinctive competencies, reaching
a higher level of aspiration, and increasing the extent and quality of services).
Pressures from the external environment have grown—populations are aging,
gaps between the rich and poor are increasing—and organizational choices
become more important to ensure that growing needs can be fulfilled. In
meeting needs, improvements are made as performance gaps are isolated and
filled as organizations change and adapt their behaviour to maintain or
improve performance. Isomorphic pressures may also be experienced from
the external environment and innovation has been adopted for other pur-
poses, which include boosting legitimacy. However, in this latter case innov-
ations may be adopted and not fully implemented.

Governments around the world have promoted innovation as a means to
achieve higher performance targets and have put in place agencies to assist in
this end. For example, the Performance and Innovation Unit was established
in the early years of the Blair's Prime Ministership in the United Kingdom,
while the United States had the National Institute for Government Innov-
ation. Much is done to disseminate the lessons of innovation. To this end the
English central government has established the Beacon Council Scheme for
local governments; in the United States, Harvard University is the depositary
of the Government Innovation Network. One may argue that innovation
knows no boundaries—in China the Local Government Innovation Awards
are used to promote new ways of working, as does the Foundation for Local
Government Innovation in Indonesia, and the National Awards for Innov-
ation in Local Government in Australia.

Empirical evidence clearly demonstrates that innovation is within the grasp
of managers in public organizations (Borins 1998; Light 1998; Moore 1995;
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Osborne 1998; Walker, Jeanes, and Rowlands 2001). Some of this innovative
activity is led by central governments and mandated. For example, the Local
Government Modernization Agenda in England and Wales required local
authorities to implement a range of new management approaches. While
some authorities had experience of aspects of the overall framework, to the
majority the combination of these activities was clearly new and constituted
what Boyne et al. (2005, p. 419) refer to as can innovative programme of
management reform'. Evidently not all innovation in public organizations is
top-down, and Berry and Berry (2007) have argued that this type of innov-
ation is perhaps of least interest. Evidence collated elsewhere visibly charts the
role of politicians and public servants in developing innovations. Borins'
analysis (1998) of the Ford-KSG innovation awards programme in the United
States shows that just under a fifth of innovations could be attributed to
politicians, a further fifth to agency leaders, four-tenths to other public
servants (middle managers and front-line staff), and the remainder to partner
agencies such as non-profit organizations and service users and citizens. What
is of interest here is the relatively large proportion of innovations attributable
to the lower echelons of the organization or to external parties, indicating the
wide vista of sources for innovation in public organizations.

The literature on innovation in public organizations is now large, reflecting
the practices of service delivery agencies and the aspirations of higher levels of
government. A number of strands of work have sought to interpret and under-
stand innovation. Some work has asked why innovations are adopted (Berry
1994; Borins 1998; Boyne et al. 2005; Light 1998; Walker 2006); this research has
examined competitive pressures from other public agencies and other service
providers, demands from users and citizens and learning and networking (see
Berry and Berry [2007]), and the characteristics of innovations such as the
compatibility, relative advantage, complexity, and trailability (Rogers 1995).
The stream of research on innovativeness, or what types of organizations are
innovative, examines the characteristics associated with these organizations, and
include slack, specialization, external communication, integration, size, and
centralization (Borins 1998; Burns and Stalker 1961; Damanpour 1991; Light
1998; Tidd 2001). Process research explores how innovations are implemented
in organizations (Golden 1990; Walker 2003). Early work examined this as a
linear process (Zaltman et al. 1973) and more recently progressed to view it as a
complex and iterative process (Van de Ven et al. 1999). This has examined the
complex interplays between leadership, innovation champions, pilots, innov-
ation teams, inter-organizational relationships, and implementing new ways of
behaving. These approaches take innovation as the dependent variable, and
typically the rate of adoption of innovations. Consequently, much of this work
has not addressed the central question of this book: Does innovation result in
public service improvement? This is somewhat surprising given the presump-
tion that innovation leads to improvements in organizational processes and
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outcomes, but it is perhaps the strong 'pro-innovation bias' in the literature
which has resulted in the accumulation of relatively limited knowledge of the
consequences of innovation. At the heart of the pro-innovation bias is the
notion that innovation is a beneficial process that results in improvements
(Rogers 1995).

This chapter firstly defines innovation and delves into its types, as different
types of innovations are assumed to have different consequences. The innovation-
performance hypothesis is then explored prior to reviewing the empirical
evidence. In conclusion, a research agenda is outlined that seeks to deliver more
systematic evidence on the innovation-performance hypothesis.

Theories of innovation

DEFINING INNOVATION

Innovation is a process through which new ideas, objects, and practices are
created, developed, or reinvented, and which are new for the unit of adoption
(Aiken and Hage 1971; Kimberly and Evanisko 1981; O'Toole 1997; Rogers
1995). Because public organizations may innovate in search of legitimacy and
not fully adopt an innovation it has to be more than just an idea, and
implementation has to occur (Boyne et al. 2005; Damanpour and Evan
1984). Prior studies have sought to address the problem of inconsistent results
by distinguishing between types of innovation, such as product and process
innovations (Damanpour and Gopalakrishnan 2001; Tornatzky and Fleischer
1990), technical and administrative innovations (Damanpour and Evan 1984;
Kimberly and Evanisko 1981), and radical and incremental innovations
(Ettlie, Bridges, and O'Keefe 1984; Germain 1996). Product or services can
be understood as what (e.g. what is produced, what service is delivered) and
processes as how innovations (e.g. how a service is rendered). Within each of
these types there are subtypes (see the following paragraphs). It is also
possible to distinguish ancillary innovations, or innovations that are devel-
oped in partnership with other organizations.

Distinguishing between innovation types is essential to understand the adop-
tion of innovation and its performance consequences, more so in public than
private organizations. It is helpful to differentiate between innovation in public
and private organizations to illustrate this point. Private organizations typically
focus upon the development of one-off product innovations (and to a lesser
extent process innovations) and technological change. Research and practice
assumes that product innovations are radical and stand-alone, and that firms
mainly organize their innovation efforts through R&D activities, hence R&D
activities are often the object of much research. Further, the emphasis is upon
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the manufacturing sector, with little attention given to the service sector. This
narrow focus has also, in turn, led to an interest in the process that led to the
innovation, rather than to the impact an innovation has on firm performance.

In public organizations, one-off or stand-alone innovations are not the
norm. Innovation is evolutionary rather than radical—innovations originate
in the external environment and imitation is encouraged to disseminate new
ideas, practices, and behaviours across public sector organizations. Evolu-
tionary models contend that innovation will arise from the cumulative effect
of a series of incremental changes (Aldrich and Ruet 2006) drawing from
existing activity: an organization's 'system of strategic attributes evolves over
time as it continually incorporates new strategic assets and new products'
(Roberts and Amit 2003, p. 108). If innovation is based on continuous
incremental activity, then it is necessary to consider the complementary
relationships between different types of innovation. By understanding innov-
ation in public organizations as a dynamic process it is argued that a more
comprehensive account of adoption, organizational innovativeness, and per-
formance consequences can be obtained.

TYPES OF INNOVATION

Service innovations are defined as new services offered by public organiza-
tions to meet an external user or market need: they are concerned with what is
produced. Service innovations occur in the operating component and affect
the technical system of an organization, and include the adoption of goods
(which are material) and intangible services, which are often consumed at the
point of production (Damanpour and Evan 1984; Kimberly and Evanisko
1981; Normann 1991). Given the focus on meeting needs in the public sector,
the nature of service innovation is best understood through the relationship
with users. Three types of service innovation have been identified and tested
(Osborne 1998; Walker et al. 2002). 'Total' innovations involve providing new
services to new users, or what Borins (1998) has referred to as 'holistic
innovations'. Existing services provided to a new user group are 'expansion-
ary' innovations. The third type is 'evolutionary' innovations, which involve
delivering a new service to existing users. Osborne (1998) highlights a range
of new services provided by voluntary organizations that include emergency
accommodation for adolescents and sex therapy services. Of the service
developments researched by Osborne, just over 70% could be classified as
innovative, and the balance was towards evolutionary (47.6%), followed by
total (14.8%), then expansionary (10.9%). Similar proportions of innovation
were identified in Walker et al.'s study (2001) of English housing associations.

Organizational process innovations affect management and organization.
They change relationships amongst organizational members, and affect rules,
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roles, procedures and structures, and communication and exchange among
organizational members and between the environment and organizational
members: They are concerned with how services are rendered (Abernathy and
Utterback 1978; Damanpour et al. 1989; Damanpour and Gopalakrishnan 2001;
Edquist et al. 2001). Process innovation made up over a half of Borins' study
(1998) of innovation in US public service organizations. Research has focused
on a number of types of organizational process innovation (Edquist et al. 2001)
that include administrative, marketization, organization, and technological.

Marketization innovations involve modifying the organization's operating
processes and systems to increase the efficiency or effectiveness of producing
and delivering its services to users (Schilling 2005). The drivers of market-
ization innovations are primarily reduction in delivery lead-time, increases in
flexibility, and lowering of operational costs (Boer and During 2001). Market
ization innovations are concerned with methods to purchase and deliver
services and revenue generation, and reflect the core New Public Management
themes of contracting, externalization, and market pricing of public services.

Organization innovations concern structure, strategy, and administrative
processes (Damanpour 1987). They include improvements in an organiza-
tion's practices and the introduction of new organizational structures (Borins
1998; Light 1998; Walker et al. 2002). Organization innovations are thus
concerned with primary work activity and changes in the social system.

Administrative process innovations are new approaches to motivate and
reward organizational members, devise strategy and structure of tasks and
units, and modify the organization's management processes (Daft 1978;
Hamel 2006; Hipp et al. 2000; Kimberly and Evanisko 1981; Light 1998).
Whereas technological innovations are directly related to the primary work
activity of the organization and mainly produce changes in its operating
systems, administrative innovations are indirectly related to the organiza-
tion's basic work activity and mainly affect in its management systems
(Damanpour and Evan 1984). Administrative process innovations pertain
to changes in systems, knowledge used in performing the work of manage-
ment, and managerial skills that enable an organization to function and
succeed by using its resources effectively.

Technological innovations are new elements introduced into an organiza-
tion's production system or service operation for producing its products or
rendering its services to the customers and clients (Abernathy and Utterback
1978; Damanpour and Gopalakrishnan 2001; Knight 1967). The drivers of
these innovations are primarily reduction in delivery time, increase in oper-
ational flexibility, and lowering of production costs (Boer and During 2001).
Technological process innovations, therefore, modify the organization's op-
erating processes and systems (Schilling 2005). In service organizations, these
are primarily innovations associated with information technology (Barras
1990; Miles 2001).
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Ancillary innovations are identified by Damanpour (1987) and are differ-
entiated from other innovations because they are concerned with working
across boundaries with other service providers, users, or other public agen-
cies. Thus, their successful implementation is reliant upon others. Ancillary
innovations are 'organization-environment boundary innovations' (Daman-
pour 1987, p. 678). In Damanpour's study of libraries these included com-
munity service programmes and after-school supplementary education
programmes. What distinguishes an ancillary innovation from service and
organizational process innovations is that successful adoption is dependent
on factors outside an organization's control. Ancillary innovations made up
39 per cent of the Ford-KSG innovation award winners examined by Borins
(1998) and included programmes that housed people with AIDS in certified
private homes with public funding.

Some innovation scholars contend that innovation types are artificial
distinctions and that they are conceptually and operationally alike (Archibugi
et al. 1994; Edquist et al. 2001). This is clearly so for some innovations; for
example, the development of new pedagogy for special needs children. Pro-
cesses are developed in teaching that may result in new services to children.
Separate types of service and organizational process innovations can, none-
theless, be identified. For example, a quality assurance system will put in place
a range of new management practices but does not necessarily result in new
services. Ancillary innovations are, however, linked to other innovation types.
For example, a new service could be developed in partnership with other
actors, which involves partner or user agencies undertaking joint decision-
making. Alternatively, it is feasible that a number of agencies could work in
conjunction and geographically decentralize services to a common 'one-stop
shop'. Ancillary innovations are then a separate type, but may in practice
overlap with other innovation types. It is, however, less likely that market-
ization innovations will be developed in partnership with others. The dis-
tinction between innovation types is therefore useful.

Hypotheses on the innovation-performance
relationship

Four sets of arguments have been made about the relationships between
innovation and performance. These focus on organizational characteristics,
performance gaps, innovation types, and the diffusion of innovation. Each is
reviewed in turn.

The first argument focuses upon the management and organizational
characteristics and capacities that public agencies develop and retain that
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stimulate innovation and higher levels of performance. The characteristics and
capacities cited reflect those found in prior reviews of the determinants of
organizational innovativeness, and include structure, specialization, profession
alism , size, slack, functional differentiation, managerial tenure, and manageria
attitudes towards change (see, e.g., Damanpour [1987, 1991]; Kimberly and
Evanisko [1981]).

Rainey and Ryu's review (2004, p. 33) draws attention to six organizational
and management characteristics that link high performance and innovation.
Effective leadership is the first, and includes interactions with stakeholders
and the role of innovation champions providing energy and initiative. Sec-
ond, effective task design is highlighted and importance is attached to rede-
signing and clarifying work tasks, organizational structures, and work
production processes, including the use of performance management re-
gimes. External relationships with stakeholders are the third characteristic,
and include steering the organization through the external environment to
ensure ongoing support and performance enhancement. Mission valence is
isolated as the fourth characteristic, which includes the importance of clear
goals, shared values, and ethical standards in relation to customer orientation.
The fifth set of practices associated with innovation and high performance are
human resource systems that incentivize staff and offer training, develop-
ment, and learning and provide empowerment, autonomy, and flexibility,
and value employees. Finally, 'strong, effective organizational cultures'
(Rainey and Ryu 2004, p. 33) are highlighted. Rainey and Ryu (2004, p. 35)
conclude that management plays an important role: 'The results suggest that
the skills, abilities, practices, and motivation of leaders and the members of
the organization can overcome environmental constraints to achieve high
performance.'

The organizational effectiveness framework outlined by Rainey and Ryu
has strong connections to the management literature on resource depend-
ency, the resource-based view (RBV) of the organization and dynamic
capabilities. (See Bryson et al. [2007] for a review of the application of
these frameworks to public organizations.) The important addition in this
literature, over that presented by Rainey and Ryu, is that innovation in
organizations is not just a function of internal capabilities but is also a
response to environmental demands. Resource dependency theory posits
that environmental constraints, such as scarcity of resources or client de-
mands, are responded to with service and process innovations by managers
who make choices over their course of action to gain organizational re-
sources (Pfeffer 1993). The RBV of the organization hypothesizes that rare,
valuable, non-substitutable, and inimitable organizational resources available
across an organization are used to create distinctive competencies (Barney
1991; Bryson et al. 2007). Complementary resources and capabilities are
argued to ensure organizations can innovate, which increases the positive
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influence of innovation on organizational performance. These theories raise
the importance of internal organizational capacities and the ability of an
organization to respond to external environmental stimuli that will help
them to perform well.

Second, innovations may be implemented by public organizations in re-
sponse to cfelt needs' (Rainey and Ryu 2004). In the management literature,
this notion is conceptualized as the performance gap; that is, the difference
between what an organization is actually accomplishing and what it can poten-
tially accomplish. This approach is applicable to public organizations because
motivation to change or adopt an innovation arises to reduce a perceived gap
(Zaltman et al. 1973). The idea of a performance gap is also applicable to a
variety of performance circumstances. Low performers may be seeking a per-
formance boost, and high-performance organizations may have identified up-
coming change in the environment for which a response is required.

The third set of arguments explores the effect of different types of innov-
ation on organizational performance, and builds upon the RBVof the organ-
ization outlined above. Prior evidence would hold that organizations should
focus their innovation efforts on one type of innovation, and build know-
ledge, skills, and capacities on a single innovation type in depth. Focusing on
one innovation type ensures that knowledge is retained in the organization
and not widely available for imitation by other organizations, and creates
opportunities to enhance performance. This theory is derived from evolu-
tionary models of radical innovations and technological change in industry,
and thus the production of goods. Such a model has weakness when applied to
public service organizations. Most notable is the way in which many services
are consumed at their point of production; this makes radical innovation less
likely (as assumed in evolutionary models), suggesting models of incremental
innovation. Within public organizations the evidence base for arguments
about types of innovations is limited, but suggests that product and process
innovation, or 'what' and chow' innovations (Light 1998), are important for
organizational performance, and that the highest returns to organizations are
for the complementary implementation of types of innovation (Borins 1998;
Damanpour and Evan 1984; Damanpour et al. 1989). Light argues (1998,
p. 155): c(a) [T]he organization starts with a what innovation of some kind,
which (b) forces it to consider a how innovation to keep the what innovation
alive, which (c) creates even more opportunity for what innovation.' While
evidence is not fully developed or consistent on these relationships (see, e.g.,
Walker, 2008), it suggests that an even keel is more likely to have a positive
effect on performance than a focus on one particular innovation type.

Argument has been presented that service and process innovations affect one
another and need to be implemented in conjunction. Walker's review (2004) of
the innovation-performance hypothesis supported this assumption, indicating
that organizations that implement process and product innovations are the
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most likely to achieve higher levels of organizational performance. Lastly,
different types of innovation are projected to have different performance im-
pacts. Process innovations are suggested to have the greatest impact on efficiency
and services on effectiveness. Given the typical requirement in a public service
organization is to meet multiple performance goals, a consistent focus on one
type of innovation is more likely to be harmful for performance.

The fourth area of literature draws upon the longstanding body of know-
ledge on the diffusion of innovations amongst public organizations. Evidence
is presented that indicates that contextual, organizational, and individual
variables offer explanation (Berry 1994; Boyne et al. 2005; Rogers 1995;
Walker 2008). Much of this literature presumes that innovation results in
higher levels of performance (Rainey and Ryu 2004), following the pro-
innovation bias. This view is reflected in public policies. For example, the
Beacon Council scheme, which seeks to diffuse innovations through ap-
proaches that borrow from inter-organizational learning, offers 'reward for
higher performing councils' (Rashman and Hartley 2002, p. 523). Research
studies that take innovation diffusion as their conceptual framework therefore
seek to isolate organizations at the forefront of new developments—what the
private sector literature would refer to as 'first movers'. While studies that
focus on learning offer one mechanism to share the benefits of an innovation,
the studies examined by Rainey and Ryu (2004, p,, 35) were unable to identify
where benefits accrue, beyond noting that they may be in contexts with
favourable environments. The impacts of the alternative diffusion mechan-
isms of competition and public pressure have not been explored in a per-
formance context (Walker 2008). The extent to which the performance gains
achieved by early adopters are available to other organizations again remains
an empirical question.

Alongside these arguments innovations may be adopted through coercive
programmes of innovative management reform (Boyne et al. 2005) or to
attain organizational legitimacy (Feller 1981). It is likely that such approaches
will not have a clear or positive relationship with organizational performance,
though this should not be fully discounted and is similarly an unresolved
empirical question. The empirical evidence that examines the extent to which
'innovation equals high performance' is now examined.

Evaluating the innovation-performance hypothesis

EMPIRICAL STUDIES AND THEIR CHARACTERISTICS

The number of studies that examine the innovation-performance hypothesis
is limited to around thirty in total across the public and private sectors
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(Walker 2004). In the management literature, many studies do not take an
organizational measure—the dependent variable focuses on the performance
of the new product. When we turn to the public sector, authors have been
plentiful in classifying innovation (Moore and Hartley 2008; Walker et al.
2002), discussing factors leading to its adoption, and the characteristics of
innovators (Berry 1994; Borins 1998; Golden 1990). However, they have been
less likely to examine the performance consequences at the level of the
organization. Rainey and Ryu's review (2004) of high performance and
innovativeness notes that the measurements of innovation and performance
are not always crisp: for example, high performance is taken as read because
organizations are stated to be high performers, or it is equated with organ-
izational processes rather than outputs or outcomes. The consequence of this
is that there are only four published studies that systematically examine
innovation and performance in public organizations, and these derive from
only two data sets.l The key characteristics of these studies and their findings
are laid out in Table 8.1.

Table 8.1 Summary of empirical evidence

Study

Damanpour
and Evan (1984)

Damanpour

(1990)

Walker and
Damanpour
(2008)

Damanpour,

Walker, and

Avellaneda

(2009)

Dimension of
innovation

Technical and
process
innovation

Technological,
administrative,
ancillary

Process and
service
innovations

Service,

administrative,

and technological
innovation

Country and

sector

US, public libraries

US, public libraries

England, local
government

England, local

government

Sample and
time period

99 public
libraries, 1982

99 public

libraries,1982

94 local

authorities,
2001-4

412 local

authorities,

2001-5

Measure of
performance

Library Pis and

subjective
assessments

Library Pis and

subjective
assessments

Comprehensive
Performance

Assessment and

subjective

measures

Comprehensive

Performance

Assessment

Finding

More innovation is
found in high-

performing

organizations
The adoption of

innovation is positively
related to
performance

Innovation has a
positive, though weak
and somewhat

uncertain, relationship

with performance

Innovation has a

positive relationship

with performance,
focusing on one type

of innovation harms

performance, and

divergence from the

norm is beneficial

1 A further study based upon Damanpour's public library dataset includes theory and evidence on
the relationship between organizational size, innovation, and performance (Damanpour et al. 1989).
Data are displayed as ranks within a contingency table, and the results are ambiguous and not
discussed in this chapter.
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Such a limited evidence base raises clear external validity concerns—
knowledge is derived from public libraries in six north-eastern states in the
United States (with populations over 50,000) and upper-tier English local
governments. Further, the library study was undertaken in the early 1980s
and the English local government studies at the beginning of the twenty-first
century. Second, innovation and performance are operationalized in quite
different ways in each study. Damanpour and Evans (1984) derived a list
of current innovations in libraries and asked respondents to indicate if
they had implemented any of these over the period 1970-82. The approach
resulted in the identification of sixty-seven innovations. The English local
government studies rely upon respondent's perceptions of the extent to
which they implement different types of innovation (Damanpour et al.
2009; Walker and Damanpour 2008). Both studies draw upon respondents'
assessments of the performance of their organization and objective measures.
External stakeholder measures include the Comprehensive Performance
Assessment and performance indicators collected by Damanpour, some of
which measured inputs, and two of which were single-item measures. Having
noted these limitations, the chapter now moves on to examine the empirical
evidence.

EVIDENCE FROM THE STUDIES

Damanpour and Evan (1984) use an organizational lag model to test the
relationship between the rate of adoption of different types of innovation and
performance. Innovations are defined as administrative (occurring in the
social system of an organization—rules, roles, procedures, structures, com-
munication, etc.) and technical (new products or services in an organization's
production process or service operation). Organizational lags are concerned
with the differential rate of adoption of different types of innovation, and
presume a higher rate of adoption of technical innovations, though admin-
istrative innovations are hypothesized to result in the adoption of technical
innovations. Higher levels of innovation adoption are anticipated in high-
performing organizations. Damanpour and Evan (1984) find that high-per-
forming organizations do indeed adopt more innovations than low-performing
ones, and that this relationship is stronger when efficiency (an objective
measure) is used as the dependent variable. Administrative innovations are
shown to trigger the adoption of technical innovations over time; however, the
consequences of this relationship are not tested on performance. It is important
to note that the data structure used by Damanpour and Evan predicts a
performance-innovation relationship rather than an innovation-performance
one, and thereby indicates that high-performing organizations are more likely
to adopt innovations than are low performers.
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Damanpour (1990) extends the above analysis to include managers' rating
of the effectiveness of innovation types as a moderator of the innovation-
type-performance hypothesis in the same data set. The analysis also includes
ancillary innovations alongside administrative and technological. The results
show a lagged effect of the impact of an index of all innovation types on
indexes of subjective and objective measures performance. When individual
innovation types are considered, technological innovation has an association
with subjective performance within the same time period, whereas adminis-
trative and ancillary have lagged relationships. However, the associations are
weak, and the highest recorded correlations are low (below r — 0.3). Innov-
ations assessed as highly effective are shown to moderate the innovation-
performance relationship, but in unanticipated ways. A positive moderation
effect occurs for technological innovations and the total index of innovation
for subjective performance, but a negative correlation coefficient is found for
administrative and ancillary innovations with the objective measure of per-
formance. The conclusions point towards weak and uncertain relationships
between innovation and organizational performance, and raise questions
about the contingent nature of these relationships.

Walker and Damanpour (2008) examine the effects of service and process
innovation (including measures of administrative and technological innovation)
on subjective and objective measures of organizational performance, and include
lags of one, two, and three years. The results generally supported the notion that
innovation has a positive effect on organizational performance but did not find
consistent support across types of innovation or measures of performance. For
example, a three-year lag was noted for service and process performance
when innovation was regressed against the internal measure of performance,
The evidence for the external, or objective measure of performance showed
a one-year lag, and then only for service innovations. These results cast
some doubt on arguments about the importance of adopting across a number
of types of innovation, or at least raise questions about the relative importance of
service and process innovations, the length of time lag for innovation type, and
the role of internal and external measures of performance. The findings recorded
in this study display some similarities with the Damanpour (1990) article: that
of uncertain relationships between innovation and performance. One of
the main developments between the earlier and subsequent studies is the
inclusion of control variables that take into account the organizational environ-
ment. All studies, however, including that reported below, do not control for
other internal organizational characteristics, or other management strategies
which might mediate the innovation-performance relationship.

Damanpour, Walker, and Avellaneda (2009) examined the combined ef-
fects of innovation types on organizational performance in a panel of 428
English local authorities for the period 2001-5. Innovation types include
service, administrative, and technological, and performance is measured
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using the Audit Commission's Core Service Performance variable. Because
the majority of knowledge on innovation is derived from private sector
studies, prior research has presumed that innovation follows a technological
trajectory. This trajectory assumes that organizations invest knowledge in
one type of innovation and use this to build organizational capacity and
in turn higher levels of performance. Damanpour et al. (2007) postulate
that the performance goal can be accomplished by offering new and improved
services to existing or new users (service innovation) as well as introducing
process innovations in the internal systems of the organization (technological
and administrative innovations). Results show that innovation, as measured
through an index of all types, does matter for performance. They also indicate
that if public service organizations focus on one type of innovation,
rather than keeping an even keel across a number of types of innovation, it
will harm performance. Organizations do not need to maintain consistent
balance in their innovation focus over time, but the findings point towards
the value of diverging from the sector norm as a means to achieve higher
levels of performance. This research provides the most systematic empirical
evidence to support the notion that innovation unfolds in different ways
across public organizations and that innovation does indeed matter for
performance.

UNRESOLVED RESEARCH ISSUES

The piecemeal way in which innovation research has developed means that
there are typically no comprehensive theories on the innovation-performance
hypothesis and clearly no empirical tests of such theories. Figure 8.1 presents
initial thoughts on this process. Diffusion variables and internal and external
organizational determinants are related to innovation characteristics, and this

Figure 8.1 Combined influences on the diffusion of innovation
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influences the adoption of different types of innovation. Adopted innovations
have to be managed, and it is through the successful management and
implementation of innovation that performance consequences are recorded
by an organization. It is likely that this process is not linear, that there are
feedback loops, and that some relationships may be moderated and mediated.

In public management it is rare that entire theories are tested; rather, an
ad hoc approach is seen where testable and manageable components are
explored to build up a picture of the overall model. Research to date does
not come near the whole framework as proposed, or parts of it. The four
studies discussed above examine the relationship between the adoption of
innovation and organizational performance. As noted earlier in this chapter,
theory abounds on the potential relationships between different types of
innovation and performance. In public service organizations this needs to
be traced back to the multiple and sometimes conflicting goals of public
agencies and the incremental ways in which innovation occurs in this sector.
An extensive variety of innovation types was outlined earlier in this chapter,
and these need to be explored in greater detail to ensure that research findings
are generalizable. Furthermore, a variety of timescales require examination.
While we may find relationships between the combinative adoption of in-
novation and performance (Damanpour et al. 2009) studies to date do
not confirm the presumption (best articulated by Light [1998]) that what
innovations result in how innovations which then produce additional
what innovations. The evidence indicates that there are lagged relationships
between the adoption of innovation and performance, but no conclusive
evidence has been presented. Damanpour (1990) suggests that it could be
up to seven years, while Walker and Damanpour (2008) speculate on one to
three years. To date, time spans have been practically constrained by the
available data—which is clearly problematic.

The presumption of this chapter has been that innovation influences
performance. Damanpour and Evan (1984) tested the reverse of this relation-
ship. The question of whether innovation influences performance or per-
formance influences innovation is a critical one (not mapped in Figure 8.1).
Many of these limitations have occurred because most of the studies are cross-
sectional or have relied upon testing the consequences of a single innovation
type. Implicit in the literature is a virtuous relationship between innovation
and performance; until we know which drives which, and whether the
relationship is sustainable over the long term, we will be unable to build
better theory or offer insightful comments to the policy community.

A multitude of studies have examined the factors influencing the adoption
of innovations. These have come from the diffusion traditions (see Berry and
Berry [2007] for a review of studies examining their diffusion model and
Rogers [1995] for a more general overview). Others have explored organiza-
tional and environmental characteristics (see Damanpour [1991] for a review
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of antecedents in the management literature). This literature is edging to-
wards an understanding of some of the influences on the adoption of different
types of organization. Most recently, Walker (2008) has suggested that these
are likely to be configurations of internal and external characteristics, but this
has not been subjected to a test on service performance.

Implementation and performance is a rarely explored topic amongst public
management scholars. Literature abounds on factors that influence the suc-
cessful implementation of policies, but as Andrews et al. (2006) note, the
implementation of management strategies is unlikely to receive attention. The
same is so for studies of innovation in public services. Golden (1990) and
Walker et al. (2001) offer case-study material on the management of innov-
ation and suggest that it is a complex and iterative process. Walker (2003)
builds on the Van de Ven et al. (1999) model of innovation management to
show that the path from the decision to adopt to final implementation is
often multifaceted—suggesting that this is more complex than the linear or
rational implementation frameworks first suggested by Zaltman et al. (1973).
This work again signals the importance of lagged relationships between
innovation and performance because the adoption of innovation can be
uncertain. The level of uncertainly is very likely correlated to the magnitude
of the innovation—a classification of innovation noted above. While the
adoption of innovations in public service organizations is likely to be incre-
mental, such innovations can, nonetheless, be highly disruptive. The evidence
base can again be bolstered by future studies that include variables that
measure the way in which innovation is managed, and include these in
multivariate models of the innovation-performance hypothesis.

Considering innovation as a complex process returns to one of the theories
discussed earlier. Innovation in organizations does not happen in isolation;
rather it is a response by organizational managers and others to external
signals in the environment and the capacities of an organization to adopt
those innovations. This would suggest that the most fruitful line of enquiry
for the ideas outlined here would be to take the RBV of the organization and
the notion of dynamic capacities as the underlying framework to build future
studies. Such an approach may also be able to place parameters around the
extent of innovation in public organizations. It is clear that an organization
cannot innovate ad infinitum, and that too much innovation will be bad for
an organization and likely result in reductions in performance as new activ-
ities are traded off with service provision. While no research has explicitly
addressed this issue in public agencies, an approach based around resources
and dynamic capacities might permit some understanding of organizational
innovation. Similarly, research based upon this perspective might also be able
to examine instances of failures to innovate. While failure is typically off the
public management radar (for exceptions see the recent interest in disaster
management), the pro-innovation bias in the literature means that little is
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written about when things go wrong, or when innovations are aborted and
the consequences of this. Finally, the data requirements of what is outlined here
are onerous and will take many years for scholars to build. They include
measures of all the variables outlined in Figure 8.1, and should be tested across
different types of organizations, in different contexts, and through time.

Conclusions

Innovation is a central public service improvement strategy adopted by gov-
ernments around the world. It is clearly in the grasp of public organizations,
and a growing amount of literature attests to agencies developing new pro-
cedures and a wide range of new services. These are in response to changing
external environments (see Chapter 10) and the activities of managers and
leaders in organizations. Theory—the more robust of which is from the
management literature—is developing to explain and help research, policy,
and practice. What is somewhat surprising is the lack of research on the service
improvement implications of a strategy of innovation. This is a remarkable
comment to make after several decades of government exhortations for public
service innovation. In conclusion it is, therefore, suggested that innovation is
omnipresent, yet the extent to which, and the way, it impacts on performance
remain opaque. Energy needs to be directed towards filling this glaring gap in
our knowledge on public service improvement over the coming years.
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Collaboration
Tom Entwistle

Introduction

The public services, like their private counterparts, are increasingly charac-
terized by hybrid forms of organization variously described as partnerships,
collaborations, networks, or alliances. Inter-organizational collaboration has
indeed assumed a central place in the international tool-kit of public manage-
ment reform. With the promise of realizing goals beyond the scale or scope of
the 'lonely organisation' (Hjern and Porter 1981, p. 212), inter-organizational
partnerships—variously embracing the public, private and voluntary sector—
are now used to design and deliver public services from small-town refuse
collection to national-scale infrastructure projects.

Resistant to snappy definition, the new partnerships fall into the organiza-
tional middle ground between hierarchies and markets. They rely, as Ronald
Dore (1983) puts it, on a 'spirit of goodwill' in which organizations collab-
orate on the basis of equality, trust, and agreed goals. Neither highly formal-
ized bureaucratic structures nor fleeting contractual relationships between
purchasers and providers, partnerships are treated here as a relatively endur-
ing and at least reasonably formalized network arrangement. Reflecting their
hybrid status, the partnership literature can be found under headings as
diverse as collaboration, networks, partnerships, alliances, co-production,
joining up, and so on. While that diversity provides a wealth of different
perspectives, it can easily take us a little too far away from our core business.
Boundaries need to be drawn.

The first of two boundaries drawn in this chapter serves to exclude the
networking activity of individuals. Of course, all inter-organizational rela-
tionships rely on interpersonal contacts of one form or another. Similarly,
much empirical research relies at some point on individual-level data in the
form of interview transcripts or survey responses. On the basis of extensive
analysis of networking behaviour in Texas schools, O'Toole and Meier
conclude, however, that 'the networking behaviour of managers (and others)
is not the same thing as the structural interdependence that often binds
elements of networks together' (O'Toole and Meier 2004, p. 491; Keast et al.
2004, p. 364).
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The second boundary—focused on the distinction between public and
private services—is a little fuzzier. Huge literatures consider the effectiveness
of alliances, networks, and joint ventures in private management. Parts of that
theory read across the sectoral divide very well (Isett and Pro van 2005). Much
of the work on the micro-contingencies of partnership behaviour, for ex-
ample, seems equally applicable to public and private management. Similarly
some of the points about structure—life-cycles and the scale of collabor-
ation—seem likely to be applicable to public services and therefore deserving
of inclusion. There are, however, important differences between the sectors
which justify a distinctively public service take on the collaboration agenda.
Probably the most important of these differences is focused on the purposes
and outcomes of collaboration. Whereas private organizations collaborate
to advance their own organizational interests, public (and to some extent
voluntary or third-sector organizations) collaborate to advance public or
community goals. Typically those evaluating private collaborations use the
yardsticks of organizational performance and ask whether an alliance
has increased sales or profitability. While improved organizational perform-
ance at this level can be translated into improved public services, public
management researchers are more likely to ask whether partnerships have
ameliorated problems felt at the community or society level (Provan and
Milward2001).

Within these boundaries, this chapter considers whether public service
partnerships deliver the outcomes they promise. The answer in a nutshell is
that it all depends. It depends, according to the literature, on a series of
specific contingencies ranging from the socio-economic context to the indi-
vidual behaviour of the partners sitting around the table. Commentators have
focused on three sets of contingencies in their efforts to explain the successes
and failures of collaborative forms of government.

At the micro-level, a number of studies have pointed to a series of behav-
iours associated with successful collaboration. We are told that commitment,
coordination, communication, trust, and joint problem-solving are the key
ingredients (Huxham 1993; Huxham and Vangen 1996; Mohr and Spekman
1994; Shortell et al. 2002). At the strategic level, commentators have consid-
ered some of the structural qualities of networks, like the size of collabor-
ations, sector of partners, formalization, density, and integration. Finally at
the environmental level, commentators have looked at a series of consider-
ations beyond the grasp of partners like the policy context, resource munifi-
cence, stability, and the life-cycle of collaborative endeavours.

Before considering these issues in greater depth, this chapter will examine
the prospectus for partnership as developed by its advocates. Why should
working in partnership lead to public service improvement? Following a
detailed examination of the specific contingencies of public service partner-
ship at the behavioural, structural, and environmental levels, the chapter will
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conclude with a discussion of the prospects for partnering before suggesting
some new avenues of inquiry.

The theory of improvement through partnership

Agranoff and McGuire (2003) define collaborative public management as cthe
process of facilitating and operating in multi-organizational arrangements to
solve problems that cannot be solved, or solved easily by single organizations'
(p. 4). The huge interdisciplinary scope of the partnership and network
literature gives an indication of the range of the very demanding challenges
put at the door of the new collaborative agenda. From integrating the delivery
of health and human services to the provision of large-scale transport infra-
structure, governments turn to partnership in the hope of solving a bewilder-
ing variety of challenging problems. This complicated picture can however be
distilled down to four main rationales or anticipated outcomes of partner-
ship: advantages of scale, scope, supervision, and learning.

The scale rationale suggests that partnerships allow public services, like
their private counterparts, to maximize the return from scarce resources
(Hennart 1988; Prager 1994). Lowndes and Skelcher suggest that partnership
allows public managers to Increase resource efficiency', 'reduce duplication',
'share overheads', and 'add value by bringing together complementary ser-
vices' (1998, p. 315). Hardy et al. talk about 'building organizational capaci-
ties through the transfer or pooling of resources' (2003, p. 324). The scale
rationale is particularly relevant to partnerships between agencies tradition-
ally divided by geographical boundaries (Warner 2006); it focuses attention
on the size of collaborations, the resources they unlock, and the efficiency
dimension of performance.

The management literature describes economies of scope as the result of
bringing together different product lines. In place of economies and products,
public management talks about improvement through the joining-up of
policies and programmes. As Ling explains, a perception grew in the 1990s
'that important goals of public policy cannot be delivered through the
separate activities of existing organizations but neither could they be delivered
by creating a new "super agency"' (2002, p. 616). He describes 'the emergence
of a class of problems whose causes are so complex, and whose solutions are
so multi-factorial, that they require a multi-agency response' (Ling 2002,
p. 622). Likewise, Keast et al. highlight the recent growth of issues which
'defy precise definition, cut across policy and service areas and resist solutions
offered by a single agency or silo approach' (2004, p. 363). Although not the
only way of joining-up (6 Perry 2004), collaboration at the sharp end of
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service delivery offers a relatively new way of plugging holes in statutory
mandates and ameliorating the unintended consequences or 'negative exter-
nalities' of policies delivered through narrowly defined departments or pro-
grammes (6 Perry 2004, p. 107; Lowndes and Skelcher 1998). The scope
rationale underlines the importance of the organizational membership of a
partnership and the capacity to develop 'consistency between the organiza-
tional arrangements of programs, policies or agencies, which may enable
them to collaborate' (6 Perry 2004, 106). The scope rationale is particularly
associated with improvements in the effectiveness and equity of service
delivery and progress on the wicked issues that cut across public sector
jurisdictions.

Although widely cited in the literature as a goal of collaboration, in truth
the benefits of increased scale and scope could be delivered by other forms of
inter-organizational working. It is quite easy to conceive of increasing the
scale or scope of service delivery through organizational mergers or contract-
ing arrangements. Unfortunately very few studies have sought to compare the
relative performance of partnership against merger or contracting-type ap-
proaches (although see Bazzoli et al. [2000]).

Surprisingly, perhaps, commentators have said rather less about two other
rationales which genuinely seem more distinctive to partnership forms of
coordination. The supervision rationale engages with the principal-agent
problems associated with hierarchies and markets. Hierarchies build complex
processes of control and accountability to ensure that subordinates do what
they are supposed to do. Markets rely on contracts to enforce the obligations
of buyers and sellers. Either way, principal-agent problems impose significant
transaction costs on coordination through hierarchies and markets. At least in
theory, trusting forms of coordination solve this problem by abolishing the
distinction between principals and agents, uniting the intentions of partners
in common goals. Partnerships promise lower transaction costs, because
partners do not, at least in theory, need to be supervised; they can be trusted
to do the right thing because everyone is working towards the same goals
(Podolny and Page 1998, p. 65). The supervision rationale draws attention to
the importance of a series of behavioural characteristics like agreed goals,
trust, and communication (Edelenbos and Klijn 2007). These in turn should
generate reduced transaction costs which could be used to improve any
dimension of performance.

Finally, the learning rationale posits that by engaging different groups and
sectors in enduring and relatively equal consultative arrangements it is pos-
sible to make better strategic decisions about service delivery. In this way the
new partnerships promise deeper and broader participation than can be
realized through the traditional institutions of representative democracy
(Klijn and Skelcher 2007; Leach et al. 2002). According to Fung (2006,
p. 67): 'The principal reason for enhancing citizen participation in any area
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of contemporary governance is that the authorized set of decision-makers—
typically elected representatives or administrative officials—is somehow de-
ficient.' Whereas hierarchies and markets assume away the challenges of
marshalling complicated information with notions of rational choice and
perfect knowledge, network forms of organization offers a methodology for
£the creation and circulation of knowledges' (Thompson 2003, p. 119). As
Podolny and Page put it: 'Network forms of organization foster learning
because they preserve greater diversity of search routines than hierarchies
and they convey richer, more complex information than the market' (1998,
p. 62). The learning rationale emphasizes the number of collaborative ties and
diversity of partners (Hardy et al. 2003, p. 326). Suggesting that participation
can be evaluated as an end in itself, Mathur and Skelcher point to a number of
different ways of assessing both the hardware and software of these initiatives
(2007). Others argue, however, that the benefits of broader participation
should be apparent in improved public services; improvements likely to be
most discernible to those excluded by the traditional institutions of repre-
sentative democracy (Andrews and Entwistle (forthcoming)). The learning
rationale may then be particularly associated with equity dimensions of
performance.

Evidence of improvement

Having clarified why public agencies choose to collaborate, the rest of this
chapter considers the evidence of its effectiveness (Table 9.1). As suggested in
the preceding paragraphs, hardly any studies have sought to evaluate the
relative efficiency or effectiveness of collaboration against other forms of
organization. We just do not know whether working in partnership is better
than working alone. In place of this question researchers have sought to
understand the contingencies which affect partnership working. Most studies
consider, for example, whether certain forms of behaviour, types of structure,
or organizational environment are more conducive to collaboration than
others.

The measurement of improvement is also problematic. While some studies
use relatively uncontroversial outcome measures—like client perceptions, or
independently audited performance indicators—time-lags and the changing
goals of partnership sometimes make the use of these inappropriate (Agranoff
2008). Accordingly, other studies use intermediate measures of performance
such as shared resources, accessed knowledge, or expanded trust. Agranoff,
for example, measures performance through 'the perceptions of participants
regarding how professional and organizational value is added by the network'
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Table 9.1. Summary of evidence

Study

Dimension of

partnership Country and sector Time period and sample Measure of performance Finding

Agranoff(2008) Behaviour US, various Date not specified, 14 Partner perceptions of'personal',

networks agency'/network', and'tangible'

outcomes

Andrews and

Entwistle

(forthcoming)

Bazzolietal.

(2000)

Structure

Structure and

environment

UK, local government 2002,46 service

departments

Chan etal. (1999) Structure and

environment

US, health

US, health

Eden and

Huxham(2001)

Behaviour

Government performance

indicators of efficiency,

effectiveness, and equity

1995,2,159 hospitals Financial performance indicators

1992,335 rural hospitals Financial performance indicators

Date not specified,

1 partnership

Entwistle etai. Environment UK, various Date not specified,

(2007) 10 partnerships

Grimshawetal. Behaviour and UK, public-private Date not specified,

(2002) structure 2 partnerships

Hardy etal. (2003) Scale and learning Palestine, children Date not specified,

8 partnerships

Stakeholder and researcher

perceptions of partnership health

Partner perceptions of various

outputs

Partner perceptions of costs and

innovation

Acquisition of distinctive resources;

creation of knowledge; and inter-

organizational influence.

The importance of management in the traditional supervisory sense has

decreased.Today's managers must place as much emphasis on

organizing communities and building knowledge-friendly cultures'

(p. 345).

'Public-public partnership is positively associated with effectiveness,

efficiency and equity, but public-private partnership is negatively

associated with effectiveness and equity. Public-non-profit partnership

is unrelated to performance' (forthcoming).

'Unified hospital ownership has financial advantages over interfirm

health networks' (p. 247) but there were diminishing returns to

centralization for system-affiliated hospitals' (p. 248).

All dependent variables have a curvilinear association with group size.

The optimum group size is somewhere in the neighborhood of 45.

This reveals the benefits of collective action (i.e. scale economies and/or

synergy effects) and the issue of complexity as group size increases'

(p. 9).
There are at least some characteristic episodes that recur'during the

discussion of purpose or goals. Interventions based on the recognition of

those episodes will 'increase the probability of success' (p. 387).

The majority of our partnerships complained predominantly of a mix of

hierarchical and market dysfunctions' (p. 76).

The public sector partner tended to underestimate the time and

resources needed to negotiate ad manage the terms and conditions of

the partnership contract.This put the private sector in the driving seat'

(p. 499).
'Collaborations that have high levels of involvement will be positively

associated with the acquisition of distinctive resources' (p. 339).

'Collaborations with high levels of involvement and high levels of

embeddedness will be positively associated with the creation of

knowledge' (p. 340).

UK, Childre



Table 9.1. Continued

Study

Hicks etal. (2008)

Johnston and

Romzek(2008)

KlijnandTeisman

(2003)

Leach etal. (2002)

Lemiuex-Charles,

etal. (2005)

Nylen(2007)

Perrons and

Skyers (2003)

Dimension of

partnership

Behaviour

Environment,

stability

Behaviourand

structure

Behaviourand

environment

Structure

Structure

Environment

Country and sector

US, mothers/children

US, social welfare

Netherlands, PPP

US, water

management

US, health

Sweden, health

UK, regeneration

Time period and sample

1999-2003,16

partnerships

1996-2005, 2 networks

Date not specified, 3

partnerships

1999-2000,44

partnerships

1999-2002, 4 networks

3 years, not specified

7 networks

Date not specified,

1 partnership

Measure of performance

Withdrawal rates from the

programme

Client perceptions of quality and

turnover of case managers

Success at realizing various

partnership goals

Six measures of performance:

effect on the watershed; human

and social capital; restoration;

education; monitoring and levels of

agreement

Partner perceptions of service

delivery and administrative

effectiveness

Various measures of service quality

Stakeholder involvement

Finding

There is a clear and identifiable relationship between the quality of the

collaborative process and community health program success' (p. 474).

The effects of instability in the Kansas child welfare system are

observable and pervasive, and they impose high organizational costs on

the contracting agencies' (p. 139).

PPPs are doomed by fundamental differences in the strategies and values

between the sectors.

A mixed picture of the ability of watershed partnerships to achieve their

stated goals and objectives. . One of the clearest findings is the positive

relationship between each of the evaluation criteria and the age of the

partnership' (p. 665)

The most effective network shared information broadly, was highly

formalized and with a broad scope of activities' (pp. 462-3).

'Effectiveness depends upon degree of formalization and intensity of

collaborative activity.'

'In the absence of transformative redistribution' — formal mechanisms

for inclusion — can do little to redress the processes leading to social

Provanand Structure and US, health

Milward (1995) environment

Provanand Structure US, health

Sebastian (1998)

1991-2,4 networks

1991-2,3 networks

Client and manager perceptions of

service outcomes

Client perceptions of service

outcomes

disadvantage'(p. 282)

'Differences in network effectiveness could be explained by aspects of

network structure and context namely centralized integration, external

control, stability and resource munificence' (p. 27).

To be most effective, clique integration must be intensive, involving

multiple and overlapping links both within and across the organizations

that compose the core of the network' (p. 460).



Seldenetal.

(2006)

Shortell etal.

(2002)

Vangenand

Huxham(2003a)

Structure and

environment

Behaviour

Behaviour

Vangenand Behaviour

Huxham(2003b)

Warner (2006) Comparison of

cooperation to
contracting

US, children

US, health

UK, various

UK, various

Date not specified,

20 collaborations

1995-2000,25

partnerships

Various

13 partnerships

Client and stakeholder perceptions

of service outcomes

Stakeholder perceptions across

four dimensions of performance

(pp. 60-2)

Stakeholder and researcher

perceptions of partnership health

Stakeholder and researcher

perceptions of partnership health

US, local government 1992-2002,1,031 local ICM A survey and local government

governments expenditure per person

Teachers more satisfied, wider range of services and greater child

readiness for school, 'interagency collaboration in early education and

care can be a positive organizational tool for improving the ability of

providers to achieve these outcomes' (p. 421).

The authors identify 'six characteristics that distinguished the top

performing sites from the bottom five performing sites': ability to

manage size and diversity; multiple components of leadership; maintain

focus; manage conflict; ability to hand off the baton and patch' (p. 64).

'Trust management requires the assessment of each collaborative

situation . . . and whether trust can be built incrementally through a small

wins approach or whether a more rapid and comprehensive approach to

trust development is required' (p. 27).

The leadership of collaborations needs to be both facilitative and

directive.

'Inter-municipal cooperation presents a means to reach economies of

scale in public service delivery at the municipal level'although without

monitoring, efficiency seems to decline over time (p. 234).
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(2008, p. 327). Some of these intermediate measures of improvement can,
however, lead to quite circular analysis. Trust, for example, is sometimes
treated as both an ingredient and an intermediate outcome of collaboration.
They further presume causal connections—that high-trust partnerships are
more efficacious than low-trust ones, for example—which have not been
demonstrated.

The next three sections consider the evidence provided by these studies
under three headings suggested by their predominant focus.

BEHAVIOUR

One of the most important lines of analysis within the partnership and
network literature focuses on behaviour within the partnership. Commenta-
tors have identified a series of ingredients associated with the effective man-
agement of partnerships or networks. Typically, the ingredients of good
partnership practice include: agreeing to common goals or aims, dispersed
forms of leadership, trust, communication, and conflict resolution (Huxham
and Vangen 1996, 2004; Lasker et al. 2001; Shortell et al. 2002). Although
some commentators use a different vocabulary—Weiner and Alexander, for
example, focus on turf and territoriality, community, accountability, and
growth and development (1998); Agranoff and McGuire talk of activation,
framing, mobilizing, and synthesizing (2001)—the same core set of ingredi-
ents or behaviours are discernible.

Although a great deal could be said about each of these, only three of the
most cited ingredients will be considered here. Top of that list is the repeated
assertion that successful collaboration presumes £an explicit vision of what is
to be accomplished' (Shortell et al. 2002, p. 83). As Eden and Huxham put it:
£Most of the collaborations that appear successful have small numbers of
member organizations, a well defined goal and high level of resource' (2001,
p. 385). They go on to explain, however, that most collaborations do not enjoy
these benefits, indeed they characterize the archetypal partnership as having
'multiple stakeholders', a focus on 'complex social issues', and 'many areas of
tension' (2001, p. 385). Pointing to the inevitable conflicts between the goals
of the individual people, the organizations they represent, and the emergent
ambitions of the collaboration itself, Eden and Huxham argue that the key
ingredient of success is not so much a single goal, as 'the group members'
capacity to manage the tensions' (2001 p. 385). Reporting similar findings,
Shortell et al. describe their more successful partnership as 'anticipating
problems and likely trouble spots', working 'to create interdependencies',
'continually maintaining a high degree of trust', and creating 'a process of
decision making that was perceived to be fair and open to all' (2002, p. 75).
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Under closer scrutiny the advocates of common purpose propose a second-
best solution of conflict resolution.

Second on the list of ingredients is trust. Trust is important, according to
Vangen and Huxham, because with at least 'the ability to predict others'
behaviour' (2003a, p. 26) 'more ambitious ventures can be undertaken as
trusting attitudes develop' (2003a, p. 12). Vangen and Huxham are clear,
however, that trust has to be built in a cyclical fashion and that this 'probably
means aiming for modest but achievable outcomes, in the first instance,
becoming more ambitious only as success breeds a greater level of trust'
(2003a, p. 15). Shortell et al. talk about 'the need to first accomplish some
doable projects to gain legitimacy with the community and to gain momen-
tum to take on larger tasks' (2002, pp. 77-8). Lack of trust, Vangen and
Huxham conclude, does not inevitably lead to failure (2003a); it just implies
the need for relatively modest objectives.

While arguing that common goals and trust are good for collaboration,
Huxham, Shortell, and their associates make the point that very few real
world partnerships exhibit these qualities. Indeed, the key challenge for
partners, as they frame it, turns on the ability to negotiate progress when
goals are confused or conflicting and inter-organizational trust is low. Lead-
ership is key to collaborating in these sub-prime conditions.

Although again commentators have used different vocabularies, there is an
emerging consensus around the key elements of collaborative leadership.
McGuire describes four activities—activation, framing, mobilizing, and syn-
thesizing (2002, pp. 602-3); Vangen and Huxham (2003b) talk about embra-
cing, empowering, and mobilizing members of the partnership. Embracing
means facilitating the 'active involvement of those who are critical to ensuring
a partnership's aims' (Huxham and Vangen 2000a, p. 1170). Empowering
means 'creating an infrastructure in which people and organizations can be
enabled to participate' (Vangen and Huxham 2003fr, p. S67). Mobilizing
involves ensuring that 'member organizations benefit from their involvement'
(p. S68) and that 'representatives are acting as conduits to the resources of
their organization' (Huxham and Vangen 2000a, p. 1170). Shortell et al. refer
to three component leadership which included 'a dedicated executive director
who enjoyed the respect of the whole group', an external sponsoring organ-
ization 'that provided important stability and legitimacy' and finally subsid-
iary leadership, the practice—as Shortell et al. describe it—of 'delegating to
people and groups closest to a given problem the authority and resources to
deal with the problem' (2002, p. 69).

Collaborative leadership is not, however, all about 'relational skills such as
patience, empathy and deference' (Vangen and Huxham 2003b, p. S70).
Working with members 'who are not on board', are 'ill informed', or 'cannot
mutually communicate' (Vangen and Huxham 2003 b, p. S70) sometimes calls
for 'collaborative thuggery' (Vangen and Huxham 2003 b, p. S69) to move the
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collaboration in an 'appropriate direction' (Huxham and Vangen 2000a,
p. 1169). Huxham and Vangen describe a need for leaders to manipulate
the collaborative agenda by using cthe power of their position, tools or skills to
influence the activities of a collaboration' (2000a, p. 1169). Sometimes this
means manipulating discussions, other times it calls for empowering certain
groups or 'shifting deeply held mind sets', (Huxham and Vangen 2000a,
p. 1169) and 'political manoeuvring' involving 'sorting out those who are
and are not worth the bother' (Vangen and Huxham 2003 fo, p. S72). Huxham
and Vangen conclude that 'it is paradoxical that the single-mindedness of
leaders appears to be central to collaborative success' (20000, p. 1171).

Although the behavioural aspects of partnership have received a lot of
attention in the public management literature, much of the work has been
formative rather than summative in character. The assessment of partnership
has been made on the basis of partners' reported experience of trying to
collaborate rather than on the final outcomes of their endeavours. Reviewing
this type of evidence many commentators think they have seen enough to
conclude that the prospects of collaboration are not that good. Huxham and
Vangen warn: 'Don't do it unless you have to... Unless the potential for real
collaborative advantage is clear, it is generally best if there is a choice, to avoid
collaboration' (Huxham and Vangen 2004, p. 200).

While Huxham and Vangen s caution is an important corrective to the
excessive enthusiasm voiced by some government agencies, there are reasons
to think that this is an unnecessarily bleak prescription. While summative
evaluations—designed to assess the overall effectiveness of different ap-
proaches to partnership management—are much thinner on the ground,
Hicks et al.'s study of the nurse-family partnership in Colorado found that
'the quality of the process of building community collaboration' accounted
for a significant proportion of the variation in the performance of the
partnerships they studied (2008, p. 469). Their measure of process quality
gauged, amongst other things

whether stakeholders perceive the process as free from undue influence from special
interests outside the process, whether the process itself can generate binding decisions
rather than simply confirming decisions already made, and whether the stakeholders
perceive that they have equal standing (Hicks et al. 2008, p. 464).

Similarly, Agranoff reports a number of benefits emerging from networks
characterized by 'investment, exploration, discussion, testing, compromise,
and all the other elements of co-practice' (2008, p. 344). Work of this type is
consistent with a much larger literature in private management, which sug-
gests a positive association between the ingredients of what is taken to be
good partnership practice and performance (Mohr and Spekman 1994).
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STRUCTURE

The second line of inquiry pursued by theorists of partnership is focused on
the structures of partnership activity. Whereas behavioural approaches to
partnership emphasize the agency of the individuals or organizations which
make up a network, the structural perspective focuses on the institutional
rules or 'social infrastructure', as Klijn describes it (2001, p. 158), which
guides behaviour. The distinction between behaviour and rules—like that of
agency and structure (Giddens 1986)—is contingent. Klijn explains:
'Through their sustained interactions actors create network structures: rules
and resources that (will) have a structuring effect on future interactions in the
network' (2001, p. 135). Network structures are then both constructed by, and
constructive of, the behaviour of agents who make up a network. The rules
described by Klijn, amongst other things, define the focus of collaborative
activity, furnish actors 'with a sort of policy paradigm' (2001, p. 139), specify
the position or status of actors in the network, and 'regulate the mode of
interaction between actors' (2001, p. 140). By structuring the behaviour of
agents, network rules influence the outcomes of collaborative activity.

Not all of the rules are constructed wittingly or unwittingly by actors in the
network. Analysts have focused also on the rule-making activities of higher
levels of government which sometimes direct the activities of existing net-
works or else require their creation in the first place. In a study of the Dutch
fishery network, van Buuren and Klijn describe the EU's attempts to impose
quotas, professionalize, liberalize, and raise environmental awareness. They
conclude that the network was 'restructured' in an 'important way' by EU
interventions (van Buuren and Klijn 2006, p. 411). The structuring activities
of higher levels of government are, however, considered in the next section.

Perhaps the most important structural quality of a collaboration is its size.
Larger collaborations should be able to call on a wider range of resources and
in due course benefit from economies which result from a greater scale of
production. Shortell et al. argue that the partnerships they studied needed to
'achieve sufficient size and heterogeneity to be seen as relevant and credible in
their local communities' (2002, p. 65). They warn, however, that size brings
with it 'significant management and policy implementation challenges in-
volving coordination, communication, conflict management, priority setting,
and monitoring activities' (2002, p. 65). Although stretching the definition of
public service, Chan et al.'s analysis of the performance of eighty-five consor-
tia of rural hospitals in the United States found a curvilinear-shaped rela-
tionship between the size of the consortia and the individual operating profits
of the hospitals. They estimate that profits are maximized at a consortium size
of forty-three; after this point they suggest that the complexity of coordinat-
ing a larger consortium results in increased costs from diseconomies of scale
(Chan et al. 1999).
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In a number of articles published over the last decade or so, Provan and
Milward, and a number of other researchers, have investigated the performance
effects of network integration. Integration', 'interconnectedness', or 'density'
(Provan and Milward 1995, p. 10) can be measured 'through the commitment of
network members to one another as reflected in their engagement in multiples
types of links and exchanges' (Lemieux-Charles et al. 2005, p. 459).

In their path-breaking paper of 1995, Provan and Milward found that
'networks integrated and coordinated centrally, through a single core agency,
are likely to be more effective than dense cohesive networks integrated in a
decentralised way' (1995, p. 24). Building on this work, Provan and Sebastian
argue: 'If networks are to perform well... integration must occur, but at the
clique or subnetwork level. To be most effective, clique integration must be
intensive involving multiple and overlapping links both within and across
organizations that compose the core network' (1998, p. 460). Confirming
their findings, Lemieux-Charles et al. conclude that 'centrality and multi-
plexity seem to play the most significant roles in perceptions of network
effectiveness' (2005, p. 463). Similarly Bazzoli et al. report that 'hospitals
affiliated with centralized health networks had better financial performance
when compared to hospitals in other types of networks' (2000, p. 247). But
they warn that there were diminishing returns to 'centralization for system-
affiliated hospitals' (Bazzoli et al. 2000, p. 248).

Considering similar issues under the heading of intensity, Nylen measures
the extent 'to which cooperating parties are involved in each other's daily
activities' (Nylen 2007, p. 146). On the basis of a study of seven human
services collaborations in Sweden, Nylen reports that the benefits of intensity
depend upon the nature of the collaborative endeavour. 'A low level of
intensity might be quite sufficient when relatively simple sequential tasks
are to be coordinated, whereas more complicated services for multi-problem
clients require intense collaboration arrangements' (Nylen 2007, p. 164).
Similarly, Hardy et al. found 'involvement among collaborators' to be the
key to the acquisition of 'distinctive resources', while 'both involvement and
embeddedness' was 'important for knowledge creation' (2003, pp. 337-9).

A number of studies have noted the benefits of formalization. Discussing the
relative merits of incorporation, Weiner and Alexander (1998) point to a
stronger identity, greater legitimacy, more autonomy in the receipt and distri-
bution of funds, clarification of partner roles and responsibilities, and greater
continuity. Nylen observes that the low levels of formalization are valuable in
that 'input requirements are restrained', but that 'a certain degree of formal-
ization is often necessary in order to implement collaboration practices across
financial, professional and political boundaries' (2007, p. 164).

The question of 'who should be involved and how' is a key theme running
through the partnership literature; Huxham and Vangen warn, however, that
the meaning of membership is ambiguous, complex, and dynamic. It is often
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not clear who is in a partnership, who they represent, or how long they will be
involved (Huxham and Vangen 2000b, p. 774-8). Nevertheless, it is frequently
argued that the public, private, and voluntary sector agencies bring unique
advantages to collaborative endeavour (Selsky and Parker 2005). Public sector
partners may hold distinctive mandates or powers; private sector partners the
ability to unlock finance or expertise; while non-profits are often credited
with a greater capacity to communicate with excluded groups. In theory at
least, cross-sectoral partnerships should enable public agencies to improve
services by unlocking the comparative advantage of each sector.

Reviewing evidence from two case studies of public-private partnerships
(PPPs), Grimshaw et al. question the promised performance gains of these
arrangements pointing to imbalance of power between the public and private
sector which put 'the private sector in the driving seat and enabled it to
exploit the greater experience of working to contract and winning favourable
terms' (Grimshaw et al. 2002 p. 499). Similarly, reflecting on a review of three
Dutch PPPs, Klijn and Teisman conclude that CPPP is an example of the right
proposal at the wrong time. Real partnerships do not (yet?) fit in with the
institutional rules, roles, and habits based on a public-private division at the
beginning of the 21st century' (2003, p. 145). In a study of forty-six local
authority services providers in Wales, Andrews and Entwistle found a positive
association between respondents rating of public-public partnership and
objective measures of service performance (Andrews and Entwistle, forth-
coming). Public-Private partnership scores were negatively associated, and
public-voluntary partnership showed no association with performance at all.

ENVIRONMENT

The final type of analysis reviewed in this chapter focuses on the environment
of partnership activity. Environmental factors are distinctive in that they are
beyond the control of partners in a network. Partnerships can adapt strategies
and structures to their environment in a number of different ways, but they
cannot expect to change the environment itself. This section is then con-
cerned with the givens of partnership; Kenis and Provan describe them as
exogenous (2008). Those considered here include the economic and institu-
tional context, life-cycle, and policy context. A given for one partnership may,
however, be negotiable for another. Mandated partnerships are, for example,
often told how they should be structured, who their members should be, and
indeed what they should do. In these cases, many of the factors considered in
the previous sections could be regarded as exogenous to the partnership.

As perhaps would be anticipated, some of the work in this area confirms
the importance of environmental variables identified by those looking at
organizational environments (see Chapter 1). Provan and Milward confirm,
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for example, that 'adequate funding is critical for maintaining an effective
system', but that chigh funding alone is insufficient to ensure favourable
outcomes' (1995, p. 27). Similarly they find that 'instability brought on by
attempts to make sweeping system wide changes in the funding and delivery
of services can result in an ineffective system' (Provan and Milward 1995,
p. 26). Johnston and Romzek describe instability prompted by contractual
changes as imposing 'high organizational costs' on participating agencies and
more importantly of 'undermining the progress of the child clients' (2008,
p. 139).

Looking more broadly at the socio-economic profile of the local commu-
nity, Chan et al. find that unemployment in the population served by the
collaboration increases the costs and decreases the revenue per hospital
admission. They note that these effects are much stronger, however, at the
local hospital than at the aggregated consortium level (Chan et al. 1999).
Bazzoli et al. found little by way of association between the 'munificence of
local resources, underlying health conditions and partnership characteristics'
(1997, p. 555). By operating at a higher level than many individual organiza-
tions, collaboration may serve to buffer from traditional socio-economic
variables felt more keenly by small organizations.

One of the key rationales for partnership forms of governance is that of
reaching out to previously marginalized or excluded groups. Studies focused
on the inclusion agenda in partnership working have repeatedly found dis-
appointing results (Lowndes and Sullivan 2004). Reflecting on the experi-
ences of their case study partnership in East London, Perrons and Skyers
argue that 'in the absence of transformative redistribution strategies', the
formal mechanisms for inclusion used in these partnerships 'do- little to
redress the processes leading to the social disadvantage they are seeking to
remedy' (2003, p. 282). Surveying a range of evidence, Jones questions
whether 'we need to accept that participatory processes are therefore unlikely
to alter social stratification within communities and may even reproduce it'
(Jones 2003, p. 599). Studies of this kind seem to suggest that any attempts to
use partnership-type vehicles as a way of engaging excluded groups are
doomed by the structural power imbalances inherent in a capitalist economy.

The notion of a partnership life-cycle is one of the other staples of
environment-type analysis. It has long been acknowledged in the general
management literature that all attempts to organize go through a common
life cycle of development (D'Aunno and Zuckerman 1987). Drawing on a
large sample of private-sector alliances, Gulati suggests that 'cautious con-
tracting gives way to looser practices as partner firms build confidence in each
other'; 'familiarity', he concludes, does indeed 'breed trust' (1995, p. 105).
Drawing on evidence from a sample of alliances between non-profit agencies,
Isett and Provan argue however that 'contracts are necessary in a public sector
context' and that formality therefore stays constant over time (2005, p. 162).
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Lowndes and Skelcher similarly describe the delivery phase of partnership as
highly formalized, relying on contracts to define the contributions of the
different organizations (1998).

One of the consistent implications to emerge from life-cycle-type work is
that the age of a collaboration matters. In their study of watershed partner-
ships Leach et al. report that cone of the clearest findings is the positive
relationship between each of the evaluation criteria and the age of the
partnership' (p. 665). Partnerships cannot then be expected to achieve
much in the early stages of their life-cycle, although given that almost all
theorists suggest that there is a period where the basis of collaboration is
reconsidered it seems unlikely that we can conclude simply that the older the
collaboration the better the performance.

In a marked contrast to the alliance literature in private management, a
great deal of work in public management has focused on the relationship
between partnerships and higher levels of government. While governments
have the authority to shape all organizational environments, they are particu-
larly important in public management, because many partnerships are re-
quired or mandated by higher levels of government. In circumstances where
networks are directed to a significant degree by higher levels of government,
commentators talk of mandated collaboration (Rodriguez et al. 2007). There
is then an additional dimension to collaboration in the public services as these
higher levels of government try to persuade or direct partners to behave in
particular ways. While the importance of government is uncontested, its
effects are.

One perspective argues in simple terms, that while governments frequently
use the rhetoric of a switch to new partnership forms of policy delivery, they
continue in their choice of policy instruments to direct and regulate as if they
were still operating hierarchically. As Taylor puts it: 'Despite the rhetoric,
there is still too much evidence of top-down traditional control to create real
optimism' (2000, p. 1033). Davies goes so far as to describe the partnerships
to emerge from this landscape as little more than the 'bureaucratic conduits of
government policy' (2002, p. 316). According to this line of analysis, partner-
ships fail to achieve their intended outcomes because hierarchical coordin-
ation from the centre crowds out trust and reciprocity on the ground
(Entwistle et al. 2007; Hoggett 1996; Taylor 2000).

Diametrically opposed to this interpretation is one which sees networks or
partnerships as benefiting from a strong lead from superior levels of govern-
ment. Milward and Provan describe networks as 'inherently weaker forms of
social action' (2000, p. 363); according to Rhodes, they 'resist government
steering, develop their own policies and mould their environments' (Rhodes
1997, p. 46). Provan and Milward conclude from their 1995 study that
'systems in which external fiscal control by the state was direct, and to a lesser
extent not fragmented, would be more effective than indirectly controlled
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systems in which allocation and control of state funding was delegated to a
local funding authority' (Provan and Milward 1995, p. 25). As they explain,
their findings contradict 'the prevailing wisdom that decentralized systems of
fiscal control are best because they allow greater flexibility at the point of
service delivery' (Provan and Milward 1995, p. 25).

Providing some support for these findings, Selden et al.'s study of collab-
oration in early childcare and education found that 'formalized performance
standards and a national-level programmatic and professional support net-
work' (2006, p. 416) had £a positive and statistically significant impact on staff
compensation, staff turnover and school readiness' (2006, p. 412). Selden
et al.'s analysis seems to suggest that the more formally demanding the
regulatory environment associated with the funding programmes, the better
the outcomes.

Finally, those looking at the policy context of collaboration have ques-
tioned whether competitive institutional environments assist or hinder part-
nership. Bazzoli et al. did find that £the presence and growth of HMOs
[Health Maintenance Organizations in the United States] appears to be
motivating partnerships to collaborate on identifying and reducing costly
illnesses' reducing 'redundancies' and increasing 'efficiencies' (1997, p. 555).
Competition may then act as a driver of collaboration. Entwistle et al. find
however that 'rivalry between competing suppliers and the never-ending
round of bidding for short-terms grants of small amounts of money are just
as important as the dysfunctional effects of excessive bureaucracy' (2007,
p. 76). Similarly, Johnston and Romzek describe the most unstable of the
systems they studied as 'the most competitive and '"market-like"' (2008,
p. 138).

Future prospects

The prominence of partnership forms of governance in public management is
probably explained more by rhetorical appeal than concrete evidence of
effectiveness. Partnership reforms are politically attractive because they prom-
ise new ways of dealing with old problems. There is nothing new about
pursuing service improvement through reorganizing the scale and scope of
service delivery; partnership just offers an apparently more palatable way of
presenting these ambitions to key stakeholders. Although driven by consid-
erations other than effectiveness, a large and rapidly growing literature has a
lot to say about what makes partnerships tick. Of course, the literature has its
limitations.
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First and foremost of these is the shortage of studies which consider the
outcomes of collaboration over time. Huge literatures consider the processes
of collaboration, but there are still very few studies which establish whether
collaborations deliver the public outcomes expected of them. Alongside the
general paucity of studies of outcomes over time there is a dearth of studies
which consider the effectiveness of partnership forms of organization relative
to other forms of governance like hierarchical reorganization or contracting
through competitive markets. Given the difficulty of conducting social experi-
ments of this kind, it is not surprising that we know hardly anything about how
partnership performs in comparison to its organizational alternatives.

Second, we need a more nuanced understanding of the determinants of
effectiveness. Almost all of the theories of collaborative improvement empha-
size variables which are likely to display a non-linear relationship to perform-
ance. Increased scale delivers reduced costs until diseconomies kick in. Trust is
good until, as Klijn and Teisman point out, it leads to 'misrepresentation,
asymmetric information, and opportunism' (2000, p. 92). The key question
for collaboration research is not whether these things matter—clearly they
do—but at what level and in what context are performance effects likely to be
maximized?

An improved understanding of the individual ingredients of successful
collaboration needs to go alongside an appreciation of how the different
elements interact. There are already suggestions in the literature that the
significance of the ingredients of partnership management depend upon the
goals of collaboration. We know enough to conclude that a partnership focused
on economies of scale can and should be very different from one focused on
knowledge management and learning.

Gaps in our understanding of these issues lead to a confused prescription
for good partnership governance. The behavioural or socio-psychological
(Sarkar 2001) researchers point to the importance of equality, devolved
authority, and trust. The structural-network researchers, however, underline
the positive effects of a single coordinating agency. While these prescriptions
are not necessarily contradictory, we need to be a lot clearer about the
circumstances in which they hold true.

In doing this work, public management scholars need to reconsider the
distinctiveness of their discipline. There are good reasons to think that much
of the work on collaboration reads across the sectoral divide pretty well. There
is no real reason why the two most distinctive benefits of collaboration—
focused on learning through networks and economies of supervision—
should manifest differently in public and private settings. There are, of course,
areas of public sector distinctiveness. These are felt perhaps most strongly in
multi-stakeholder perspectives of service improvement, the tendency for
higher levels of government to require collaboration amongst its subsidiaries,
and the suggestion that services will be improved through economies of scope
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or 'joining up' as the terminology has it. It is in these areas that public
management researchers should focus their endeavours.
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Organizational Learning
James Downe

Introduction

Theory from the private sector suggests that organizations need to be flexible,
have the capacity for change, and learn what works and what does not if they
are to remain competitive. Organizational learning is one approach which
organizations can use to improve competitiveness and innovativeness. The
concept was introduced in the early 1960s (Cyert and March 1963) as a
response in Western countries to technological advancement and alternative
forms of industrial organization (also especially in Japan) (Dodgson 1993),
and a failure of organizations to improve services by implementing new
practices.

There has been a focus predominantly on organizational learning in the
private sector (on individual organizations and units within organizations)
rather than the public sector. Private sector literature on organizational
learning is wide and varied, from the case studies of two breweries in Mexico
(Vera-Cruz 2006) to six European nuclear reactor sites (Jones et al. 2006).
What these unusual examples show is that context is important. Organiza-
tions (and individuals within them) can learn in many different ways in
different places. While there are differences between the private and public
sector, some researchers suggest that public sector organizations are not quali-
tatively different from private sector organizations but are slower to change
(Finger and Brand 1999). This slowness may be why public sector organizations
need to make more use of the concept of organizational learning.

Various governments have introduced schemes to encourage the spread of
good practice and learning across the public sector. In the United States, the
Innovations in American Government programme has been recognizing and
promoting excellence and creativity in the public sector for more than twenty
years. In the United Kingdom, the government has introduced a number of
mechanisms of inter-organizational learning such as peer review (Jones 2004,
2005), capacity-building programmes (Nunn 2007), and the Beacon Scheme
(Downe et al. 2004; Rashman and Hartley 2002; Rashman et al. 2005). All of
these initiatives aim to improve services through organizational learning.

This chapter begins by defining organizational learning and discussing
the main themes of previous research on the concept. We then consider the
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implicit links between organizational learning and improvement in both the
private and the public sectors. Organizational learning theory is discussed
next, with a particular focus on enablers and barriers. Finally, the evidence on
the links between organizational learning and improvement is analysed before
the chapter concludes by assessing areas for future academic research.

Defining organizational learning

There has been a massive growth in the number of articles on organizational
learning (OL) in the last couple of decades (see reviews by Crossan and
Guatto [1996]; Easterby-Smith et al. [2000]) and there have been a number
of journal 'special issues' on the subject (Easterby-Smith et al. 2000, 2004,
2008). But despite this extensive literature, there is no definition of OL which
is universally agreed upon or consensus on how it occurs. In its simplest form,
'organisational learning involves the detection and correction of error'
(Argyris and Schon 1996). Huber takes this definition wider by suggesting
that 'an organisation learns if any of its units acquires knowledge that it
recognises as potentially useful for the organisation' (1991, p. 126), and that
OL is a combination of four processes: knowledge acquisition, information
distribution, information interpretation, and organizational memory. It is
these four factors which should have an impact on performance.

Research on organizational learning has covered a wide range of areas.
Some papers have focused upon debates around definitions and areas of
analysis (e.g. 'organizational learning' and the 'learning organization').
While organizational learning can be defined as the way organizations
build, and organize knowledge and routines, and use the skills of their
work-force to improve organizational efficiency, a learning organization is
one that purposefully constructs structures and strategies to enhance and
maximize organizational learning (Dodgson 1993). In other words, organiza-
tional learning is a process or a set of actions that an organization does,
whereas a learning organization is something the organization is (Denton
1998). Some authors (e.g. Easterby-Smith and Araujo [1999]) have suggested
that research on learning organizations is represented by consultants who
focus on the design of models and methodologies for creating change in the
direction of improved learning processes, while academics study the nature
and processes of learning within organizations. This chapter focuses on
organizational learning rather than the learning organization.

Knowledge management is an important aspect of organizational learning,
and can be defined as 'any process or practice of creating, acquiring, captur-
ing, sharing and using knowledge, wherever it resides, to enhance organisa-
tional learning and performance in organisations' (Scarbrough et al. 1999).
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The majority of early literature on knowledge management focused on
knowledge as an object and how it could be stored electronically. There is
relatively little research on knowledge management in the public sector (Syed-
Ikhasan and Rowland 2004) and this will not be the main focus of this
chapter.

Other debates in the organizational learning field have concerned types of
learning such as 'single-loop learning' (or adaptive learning) which is where
errors are detected and corrected, and organizations continue with their
present policies and goals; and 'double-loop learning' (or generative learning)
which is more radical and may include a critical examination and change in
an organization's norms, procedures, policies, and objectives. A number of
papers have examined the nature of knowledge and whether it is tacit (which
is personal, contextual, and often embedded in practice which makes it
difficult to articulate, i.e. 'know how') or explicit (which concerns rules and
facts that can be articulated and codified, i.e. 'know what'). The nature of
knowledge is important, as it is the intersection between tacit knowledge and
explicit knowledge that creates learning (Nonaka 1994). Literature has also
focused upon the mechanisms by which learning is transferred. One such
mechanism is a network where individuals come together in a collaborative
arrangement to share knowledge and 'best practice'. Learning may also take
place in a community of practice, which is a process of social learning that
occurs when people who have a common interest interact regularly and share
ideas and knowledge which lead to improvement (Lave and Wenger 1998).

Debates on the level of analysis have taken place for a number of years.
While some argue that organizational learning is simply the sum of what
individuals learn within organizations, others say that this is a mistake (Fiol
and Lyles 1985). Hedberg (1981), for example, argues that organizations have
memories which store certain behaviours, norms, and values, so that indi-
vidual learning is captured in organizational policies, standard operating
procedures, cultural norms, and organizational stories.

What seems to be clear from the literature is that there are three levels
where learning takes place as knowledge spirals upwards from individuals, to
groups, and then to the organization (Nonaka 1994). At each level there are
different learning processes: intuiting at the individual level (where you
question existing ways of working and present your own ideas), interpreting
at the group level (involving feedback and discussion), and institutionalizing
at the organizational level (when learning is imbedded in structures and
routines) (Vera and Crossan 2004). The thinking here is that individual
learning promotes organizational learning through knowledge being made
explicit and shared with others.

This chapter will touch on a number of these debates in the organizational
learning field (in particular the nature of knowledge being tacit or explicit and
the level of analysis), but will concentrate upon the enablers and barriers to
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learning, as these are most important in determining whether learning leads
to improvement. The next section moves on to examine organizational
learning in the public sector, and then considers the links between organiza-
tional learning and improvement.

Organizational learning in the public sector

A wide range of initiatives have been introduced to improve the performance
of organizations in the public sector. While there has been a particular focus
on externally driven performance assessment such as regulation and inspec-
tion (see Chapter 2 in this edition), the last ten years have also seen the
introduction of benchmarking and networks which assumes that organiza-
tions can learn from each other, on a voluntary rather than coerced basis, by
examining their own performance and that of others. This recognition of
learning as an approach to improvement in the public sector has, though,
been dwarfed by the top-down approach to improvement adopted by some
governments (Hartley et al. 2005).

In the UK public sector, the Beacon Scheme was introduced in local
government in 1998 as a mechanism for organizations to learn from each
other through the sharing of good practice and the provision of awards. In the
health sector, collaborations (using a community of practice approach) have
been introduced which aim to provide a bottom-up learning-based improve-
ment process. Here, horizontal networks are set up which 'enable a wide range
of professionals in a large number of organizations to come together to learn
and "harvest" good practice from each other' (Bate and Robert 2002, p. 645).
These collaboratives were adapted from the Institute of Healthcare Improve-
ment's 'Breakthrough Series' in the United States.

There are important differences to note in terms of learning within health
and local government. For example, in health, Currie et al. (2008) note the
importance of cultures which cohere around professional boundaries rather
than the organizational unit. This silo working and the often difficult rela-
tionship between professionals and managers can act as a barrier to learning.
This seems to be more prevalent in health than in local government, and is
supported by research carried out by Dopson (2006) which concluded from
the health sector that it is difficult to transfer knowledge across professional
boundaries that have grown up over time.

Research suggests that organizational learning can result from setting aside
time for productive and purposive exchanges, allowing people the time to
reflect (Senge 1999). The schemes adopted in local government and health
suggest that this learning will lead to change in the organization and ultim-
ately practical and measurable improvements in service delivery. This chapter
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continues by exploring the assumed link between organizational learning and
improvement in the public sector.

Organizational learning and improvement

Organizational learning is a multistage process. First, individuals from or-
ganizations need to interact in a network (or similar) and be exposed to new
ideas. The second stage is where knowledge is acquired by the individual and
then taken back to their organization. The next stage is applying this new
knowledge to the organization so that it leads to action or changes behaviour.
The final stage is service improvement if the actions or changes in behaviour
are superior to the original behaviour. In theory, this new knowledge brought
into an organization can help to make better decisions, streamline processes,
and improve collaboration which may lead to increased efficiency, innov-
ation, productivity, and quality of service. In the private sector, this know-
ledge can provide a competitive advantage. Garvin concurs by suggesting that
'continuous improvement requires a commitment to learning' (2000, p. 78).

The literature on the link between organizational learning and service
improvement is 'negligible' (Bate and Robert 2002). Ingram concluded that
'there are severe problems associated with the fact that we know little about
the actual organizational practices that result in inter-organizational learning'
(2002, p. 660). There are many reasons to explain why there is a lack of
research on OL and improvement. For example, OL and tacit knowledge are
difficult to measure and collecting appropriate measures is a complex and
costly enterprise (Spector and Davidsen 2006). Larrson et al. suggest that 'it is
much easier to develop and argue for a multi-dimensional, interactive,
dynamic, and contextual framework conceptually than it is to test it empir-
ically' (1998, p. 301). The link between learning and improvement is either
assumed, implicit, or taken for granted. Part of the problem may be that
organizational learning is both a process (learning at different levels, etc.) and
an outcome (what have you learnt), and therefore it is difficult to determine
the impact. Where there is research evidence, there has been an overemphasis
on individual learning which means that analysis of learning and changes at
the organizational level has been mostly ignored (Vince 2000). What seems to
be important for some authors is the belief that organizational learning, in
itself, is a good thing, regardless of whether there is evidence of actual
improvement as a result.

While the concept of OL is difficult to define, it is even harder to determine
whether it has taken place. It is said that organizational learning has taken
place when organizations perform better (Dodgson 1993); these changes may
include increased employee loyalty or reduced staff turnover. If learning takes
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place between individuals, groups, or organizations, the assumption is often
that it will lead to action and improvement. Generally, where OL is examined,
theory and practice focus on the positive aspects of learning. However, a
culture of continuous change is not necessarily a positive thing, and just
because a network is in place does not mean that learning has taken place.
There can also be negative effects of learning such as the idea of 'unlearning',
where the inability to forget acts as a barrier to learning (Hedberg 1981) and
OL can be dysfunctional (Shipston 2006). Individuals may also learn and
improve themselves, but this may not benefit the organization and lead to
service improvement. The chapter continues by examining the theories which
suggest why organizational learning should lead to increased performance in
the public sector.

Theories of organizational learning
and improvement

Organizational learning theory revolves around understanding the nature and
processes of learning in organizations. What enables organizational learning to
occur, and what factors act as barriers? There is no distinctive theory of OL, as
there are different approaches from different disciplines (Easterby-Smith et al.
2000). One theoretical perspective is a socio-cultural or social constructionist
approach to organizational learning where people learn through engagement
and interaction with others and the resulting knowledge is tacit (Brown and
Duguid 1991). Here, individuals do not learn alone, because learning is the
product of a group experience. The context is important, as it shapes what is
learnt and how it is learnt. The way to promote organizational learning
according to this perspective is to recognize its tacit dimension and to support
communities as they develop the mechanisms for sharing knowledge. Easterby-
Smith et al. suggest that 'the most significant contribution of this new school
was the emphasis—and legitimation—it gave to ethnographic and other re-
search methods for investigating learning processes' (2004, p. 374), although, of
course, generalizations from this type of research are difficult.

Literature on organizational learning and improvement suggests that there
are a number of conditions that need to exist within an organization and
between learning partners for the transfer of learning to occur (Child and
Faulkner 1998; Finger and Brand 1999; Nahapiet and Ghoshal 1998). In order
to understand organizational learning in both the private and the public
sector, it is not simply the quality of the new knowledge that is important,
but also the source of learning, the recipient of the learning, and the context
(Rashman and Hartley 2002; Szulanski 1996).
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A number of theoretical models have been designed which outline the
relationship between the sender and the receiver of learning, and the processes
and actions which lead to organizational learning and improvement. One
such model shown below (Fig 10.1) suggests that both the donor and the
recipient need absorptive capacity to recognize the value of new knowledge
and use it (Easterby-Smith et al. 2008). Absorptive capacity is the prepared-
ness of an organization to absorb external knowledge which is largely depen-
dent upon prior knowledge and skills, including shared language, technical
knowledge, and team functioning (Cohen and Levinthal 1990). The donor
organization needs intra-organizational transfer capability so that it can
disseminate the knowledge to the recipient in an effective way. The final
factor which influences inter-organizational knowledge transfer is both the
motivation to teach and learn from the respective partners. The nature of
knowledge is also important, as various studies have shown that how the
knowledge is stored (its tacitness), its ambiguity, and its complexity can all
determine the success of organizational learning.

The inter-organizational dynamics are the factors which enable learning to
be transferred. Easterby-Smith et al. (2008) suggest four main factors: power
relations, trust and risk, structures and mechanisms, and social ties. These
inter-organizational factors come from private sector research and not all are
relevant for the public sector. We have already mentioned that power relations
and trust between organizations are perhaps less of an issue in the public
sector than in the private sector, although regardless of sectors, people are
more likely to absorb knowledge from those they trust (Gambetta 1988). In
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Figure 10.1 Factors influencing inter-organizational knowledge transfer (From Easterby-



Table 10.1 Summary of empirical evidence

Study Dimension of learning Country and sector Sample and time period Measure of performance Finding

Currie,Waring and Finn

(2008)

Denton(1998)

Downe, Hartley and

Rashman(2004)

Nature and management of

knowledge; power relations

Structures and mechanisms;

leadership and culture

Nature of knowledge;

structures and mechanisms;
role of donorand recipient

England, National Health

Service

England, private sector

England, local government

Case study of a single university

teaching hospital between

2000 and 2003

Survey of 400 medium and

largefirms in England in the

mid-1990s; Case studies of five

companies

Survey of 386 local authorities

and 12 case studies in 2001

Finger and Brand (1999) Structures and mechanisms; Switzerland, Swiss postal

levels of learning; role of service

context; leadership and culture

Hartley and Allison (2002) Nature of knowledge; England, local government

structures and mechanisms;

levels of learning

Impact of the introduction of a

knowledge management

system; Managers'perceptions

of organizational learning and

improvement

Managers'and author's

perceptions of organizational

learning and improvement

Managers'perceptions of

organizational learning and

improvement

Case study of a single Managers'perceptions of

organization in 1992; Survey of organizational learning and

the top 100 managers improvement

Survey and interviews within a Managers'perceptions of

network of 23 local authorities organizational learning

and improvement

The knowledge management system is

inappropriate for organizational

learning.There are cultural and political

problems in transferring learning

Organizational learning should be part of

the toolbox for successful organizations

as it represents an important route to

competitive advantage

Beacon learning events are a successful

means of sharing good practice and

encouraging organizational learning in

local government

There are various indicators which can be

used to measure progress towards

being a learning organization

Participants in the network valued the

exchange and transfer of tacit

knowledge. Outputs from the networks

are largely abstract and difficult to

measure

(Countinued)



Table 10.1 Continued

Study Dimension of learning Country and sector Sample and time period Measure of performance Finding

Naot, Lipshitz and Popper Leadership; culture; role of

(2004) context

Orthner, Cook, Sabah, and Structures and mechanisms;

Rosenfeld (2006) culture; leadership

Rashman, Downeand

Hartley (2005)

Nature of knowledge;

structures and mechanisms;

role of donor and recipient

van Wijk, Jansen and Lyles Nature of knowledge; inter-

(2008) organizational dynamics

Israel, Israel Defence Force Case study of a single

organization; Survey of 69

officers

US and Israel, education 19 after school programmes in

two countries visited twice in

an 18-month period in 2002-3

England, local government Survey of 386 local authorities

in 2001 and 2004; 12 case

studies in 2001 and revisits to

5 cases in 2003

Meta-analytic review Papers published on

organizational knowledge

transfer between 1991 and

2005

Managers'perceptions of

organizational learning and

improvement

Used the Organizational

Learning Assessment Scale—

an instrument designed for this

study

Managers'perceptions of

organizational learning and

improvement

Antecedents of transfer

grouped into knowledge,

organizational, and network

characteristics

The outcomes of high quality

organizational learning are effective

lessons learned that are assimilated into

the organization's mode of operation

Organizational learning had a significant

positive impact on performance in one of

the two countries

Learning through Beacons is effective

but is more modest than its potential

Knowledge transfer increases both

performance and innovativeness



addition, organizational learning is more likely to occur in an arena where
there is trust, a willingness to take risks, and an acceptance that mistakes can
be made. The remaining parts of this section assess these inter-organizational
factors and others which enable organizational learning to take place in the
public sector.

FACTORS WHICH INFLUENCE ORGANIZATIONAL LEARNING

The structure within which learning takes place is an important enabler. In
the private sector the most common kind of structure or mechanism is an
alliance (Inkpen 2005). Research has shown not only the growth of alliances as
platforms for organizational learning as they provide access for imbedded
knowledge in organizations, but also that differences in partners' skills and
knowledge provide the catalyst for learning (Inkpen 2000; Zollo et al. 2002).
Lane and Lubatkin (1998) conclude from their research on pharmaceutical
alliances that a firm's ability to learn from another firm is dependent upon the
similarity of both firms' knowledge bases, organizational structures, and
dominant logics. Research in public services has come to the same conclu-
sions, as there was also a preference for learning from similarly sized organ-
izations facing similar issues (Downe et al. 2004).

In the public sector the focus is more on informal constructs such as
networks (or similar), rather than alliances, to facilitate the transfer of know-
ledge from one organization to another. Networks (such as collaboratives in
health) can be a good place where managers can come together to share
knowledge, and there is some evidence to suggest that people learn more
effectively in informal settings. The process of transfer is not easy, as there
needs to be careful consideration of the most appropriate method of learning to
transfer different types of knowledge (e.g. the increased use of site visits,
mentoring, or shadowing to share tacit knowledge) (Dixon, 2000). In the
public sector, where organizational learning occurs in networks, the focus is
often on the donor organization offering the best practice for the recipients to
learn. This means that there needs to be either altruism or an incentive for the
donor unless they are also able to learn from others (Hartley and Downe 2007).

Although leadership is not specified as an enabler in its own right in Figure
10.1, strategic leadership is regularly cited as being an important variable in
implementing organizational learning in firms (Vera and Crossan 2004) and
in the public sector, leadership and leadership styles have also been found to
be significant (Bate and Robert 2002; Finger and Brand 1999). Case-study
research has shown that introducing change was often dependent upon an
individual or a small number of individuals working together (Downe et al.
2004). These political or managerial champions are those tasked with coord-
inating knowledge transfer and generally making the learning happen. It does
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not matter who the champion is; what is important is whether the individual
is able to influence, shape, and create the climate for change.

Social ties are another factor which enable learning to be transferred, and
are likely to be important in all types of organization. Successful inter-
organizational learning is more likely to happen where it is embedded in a
collaborative relationship (Child and Faulkner 1998) and this relationship
relies upon good social ties between participants. Where knowledge is tacit,
learning can only take place where people are willing to share, and this is
aided if there are good relationships between participants. Dopson found
from the health sector that 'tacit and experiential knowledge is perceived by
clinicians to be a persuasive form of knowledge' (2006, p. 85).

Research in the private sector has produced a wide range of enablers of
organizational learning, including organizational culture. The culture of an
organization is an important influence on its capacity to generate innovation
and implement learning (Nonaka 1994), and needs to be supportive of
knowledge management and transfer. Models of organizational learning
also tend to stress the need to focus on the structure of the organization
(Dixon 2000), resources and capacity, and team-working (Nonaka 1994).
Technology is also viewed as an important enabler, but it is not the easy
solution to organizational learning problems—'it makes connection pos-
sible, but it does not make it happen' (O'Dell and Grayson 1998). What
makes organizational learning happen are the people creating, acquiring, and
utilizing knowledge within the organization. Finally, the context is the key as
it cis an important and interacting element of the diffusion process' (Dopson
2006, p. 85). All of these private-sector enablers seem to be equally valid for
the public sector too.

It is important to acknowledge that the enablers outlined above can of
course be barriers. Where there is no trust between disparate members in a
poorly designed learning structure, this will militate against organizational
learning taking place. Is the public sector special? We mentioned above that
culture is an important enabler for organizational learning, and some suggest
that the bureaucratic characteristics and strong departmental cultures of the
public sector mean that it can be resistant to learning (Common 2004).
Bundred believes that the barriers to organizational learning in the public
sector can be summarized as 'organizational and professional boundaries,
lack of trust between professions, cultural tensions, and lack of awareness
of the best practice from other parts of the public (and private) sector' (2006,
p. 129).

A range of authors have considered the barriers to organizational learning.
O'Dell and Grayson (1998), for example, outline four potential barriers to
learning and change. They suggest that ignorance (e.g. individuals with
knowledge, not realizing that others may find it useful); capacity (in terms
of money and time); relationships (between people, and needing a critical
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mass of people); and motivation (no 'real' reason to transfer information) can
act as barriers. These barriers and others can exist at different levels—at the
individual level (getting the right people involved and ensuring that those
who have the knowledge share it but recognizing that this requires time and
effort) to the organizational level (where sharing learning needs to be part of
an organization's culture).

Barriers can also include the attitudes of those involved in the learning. For
example, Huxham and Hibbert (2004) suggest that there is a spectrum of
sharing, from selfishly acquiring knowledge exclusively for the participant's
own organization, thus exploiting a partner, to sharing knowledge with
specific partners in a controlled pattern, thus exchanging with a partner,
sharing knowledge in a broad open manner amongst a range of partners,
thus exploring innovative solutions to problems in a collaborative way, and
finally, sidelining any consideration of learning, thus excluding a partner. They
found all four types of attitudes to learning in their research and each attitude
will have a different effect on learning outcomes.

This discussion has shown that the key to understanding the success of
organizational learning, and the impact on improvement is to consider the
importance of the various enablers and barriers of learning. For successful
knowledge transfer to take place there needs to be a focus not only upon the
originating organization, but also the recipient organization. However, Figure
10.1 did not include an explicit link to improvement. Thus, we now need to
consider literature which has further explored this relationship between
organizational learning and service improvement.

One would have expected numerous studies to have analysed these factors
which influence organizational learning to see their impact on improvement,
but the literature has generally focused on a few factors and described their
significance without testing them empirically. For example, Vera and Crossan
(2004) developed a theoretical model which suggested that different types of
leadership (both transactional and transformational) have a positive impact
on organizational learning, and Skerlavaj et al. (2007) found a positive direct
impact between organizational learning and non-financial performance.
There seems to be no equivalent study examining the performance of
public-sector organizations.

One paper, though, has examined the impact of various factors on organ-
izational knowledge transfer using a meta-analysis of existing empirical re-
search in the private sector (van Wijk et al. 2008). The authors found that
knowledge ambiguity impacted negatively on organizational knowledge
transfer; that is, the more tacit, specific, and complex the knowledge, the
harder it is to transfer. They also found a positive relationship between
absorptive capacity and knowledge transfer, so the amount of prior know-
ledge and skills in an organization helps in transferring learning between
organizations.

*~\^
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Denton's large-scale survey (1998) of UK companies as well as in-depth
case studies provides the most comprehensive account of the effectiveness of
organizational learning. His research concluded that there are a large number
of enablers of organizational learning which include having a flexible struc-
ture, leadership, commitment, or desire by top management, team-working, a
blame-free culture, and a supportive atmosphere (all included in Figure 10.1
above). An index of enablers was constructed, and managers were asked in
each case study to rate their performance on each variable. The research
concluded by suggesting that there is a link between organizational learning
and improvement, as the three most successful case studies best fit the ideal of
the learning organization.

Evidence on organizational learning
and improvement in the public sector

This section focuses solely on evidence from the public sector which princi-
pally comes from the United Kingdom and the United States. The most
popular source of evidence on organizational learning comes from managers'
perceptions using surveys (Table 10.1). Hartley and Allison (2002) used open-
ended survey responses from an informal network to explore the extent of
inter-organizational learning. They concluded that respondents could iden-
tify gains that they had achieved personally from attending the network such
as new knowledge and having the opportunity to challenge current thinking.
However, they could not easily identify how their organizations benefited
from the network beyond reporting findings of the event back to colleagues.
While there were reported intentions to introduce changes after attending the
network, the paper, based on a small sample, leaves the crucial question of
whether improvement occurred as a result of organizational learning largely
as a topic for future research.

Two papers have attempted to assess the extent of organizational learning
and change in public services by evaluating the effectiveness of the Beacon
Scheme in UK local government (Downe et al. 2004; Rashman et al. 2005). The
first paper (Downe et al. 2004) used a national survey of public managers (in
2000/1) to explore involvement in the Scheme, learning from events and the
extent of change as a result of attending events. While the survey provided
representative views of all local authorities, twelve in-depth case studies of local
authorities provided further details on any changes implemented. The results
suggest that learning has taken place but managers had not learnt as much as
they had expected. Seventy-seven per cent of respondents expected to learn ca
fair amount' or ca great deal' about 'developing new solutions to problems', but
actual learning was lower, with most respondents (41%) learning only ca little'.
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More than a quarter of managers (26%) expected to learn a great deal about
'practical details on how to implement improvements', but only 5 per cent
suggested that they learnt this much. Overall, more than half (55%) of attend-
ees at learning events stated that they had made, or intended to make, changes
to procedures after learning cbest practice' from other authorities.

The amount of learning and the impact on performance through the
Beacon Scheme may have improved over time. The second paper by Rashman
et al. (2005) showed that by 2004, the vast majority of respondents who had
attended a learning event reported that they had made a change in their
council which was attributable wholly or mainly to attending the network.
Fifty-two per cent of managers have made 'improvements to working prac-
tices', and 38 per cent have 'introduced new working practices'. The case
studies revealed numerous examples of service improvement. For example,
in one authority, learning was brought back from an event and disseminated
to staff using a variety of methods including a short report to senior managers
and training sessions. As a result, new working practices were introduced
which led to the clearing of a backlog of housing benefit claims, and the time
taken to process the claims reduced. A government department has recently
used this authority as an example of how to clear a backlog, so that the
recipient of the learning from the award winner is now acting as the donor of
learning for others to learn from.

Another organization saw a reduction of 25 per cent in youth annoyance
after the introduction of a temporary building for local youth to use for
activities—an idea copied from a nearby organization. In addition to these
quantifiable improvements, the case studies also revealed qualitative changes
such as shifts in organizational culture. Rashman et al. (2005) concluded that
organizational learning is more effective where the culture of the organization
is receptive, and where key 'champions' work well together. While confirming
that learning has taken place and service improvement resulted, there are still
numerous barriers to learning, such as work-load pressures (personal and
organizational) and financial constraints to overcome. The paper concluded,
in a similar way as Downe et al. (2004), that the service improvements are
more modest than its potential.

In addition to using perceptual data from surveys, another popular re-
search method in organizational learning is case studies—often a single
organization case using interviews and observation. While there are some
potential difficulties with single case studies, it does depend upon the quality
of the academic analysis. Currie et al. (2008) have conducted an exhaustive
methodological study focusing on the 'patient safety' policy agenda in the
National Health Service (NHS) in England to see whether sharing knowledge
(and the management of this knowledge) across organizational boundaries
leads to improved services (e.g. reducing death by clinical error). They evalu-
ated a new knowledge management system which gathered information about
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actual and potential threats to safety, and then analysed this information to
identify the opportunities for organizational change. Their findings show that
there are many difficulties in using a knowledge management system. First, the
development of knowledge needs active, direct communication between people
through networks or communities of practice (i.e. which could be categorized
as being 'social ties' in Figure 10.1). Second, the system only captured explicit
knowledge so that important tacit knowledge remains in the heads of the
professional staff (i.e. structure/mechanism is important). Third, there was a
perception from doctors that the process of incident reporting made little
difference to improving performance within the hospital (i.e. lack of motiv-
ation). Fourth, sharing learning through the system was not successful because
of wider cultural (e.g. level of trust between types of staff inhibiting knowledge
sharing) and political (e.g. differential power relations between clinicians and
managers) factors.

Outside the United Kingdom there are other notable papers which explore
the relationship between organizational learning and improvement in the
public sector. Naot et al. (2004) examined the quality of learning in the Israeli
Defence Forces by assessing the conditions where organizations succeed or fail
to learn from their experience (e.g. the death of a soldier during a training
exercise). They used a questionnaire and in-depth interviews to explore
episodes of post-accident reviews, and concluded that there are twenty-two
indicators of high-quality organizational learning. Analysis of this framework
suggests that organizational learning leads to improvement (measured by
observed behaviour), where effective lessons learned are assimilated into the
organization's mode of operation. Second, the key to getting commitment to
the implementation and assimilation of the lessons learned is to gain the
hearts and minds of the organization's members. Third, they found that
leadership was the most important factor in determining the quality of OL.
The usefulness of this research is the development of a framework, albeit from
a unique military organization, that can be tested in other parts of the public
sector.

Orthner et al. (2006) examined the impact of organizational learning on
after-school programmes involving children classified as being 'at risk' in
two countries—Israel and the United States. The researchers used a quasi-
experimental design with control groups in both countries. Staff were trained
in the treatment sites on the principles of organizational learning, and it was
hypothesized that this training would lead to lower rates of behavioural
problems. Staff were surveyed on structural (the amount of sharing and
ability to test new ideas) and cultural (whether staff meet to learn from
each other and set measurable outcomes to achieve) dimensions of organiza-
tional learning. Their results showed that there were fewer behavioural
problems with children in programmes with trained staff in the United States
but not in Israel (although the relationship was in the same direction). Staff
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who had received training in OL in both countries reported higher levels of
staff satisfaction and empowerment than those in the control groups. This
was a small exploratory study with only a subset of an organization as its unit
of analysis, so it would be interesting if the research could be scaled up to the
organizational level and whether it produces the same results.

As mentioned in the introduction to this chapter, attempts to use organ-
izational learning to improve performance are not necessarily positive. Finger
and Brand (1999) used training and seminars focused on internal and cultural
transformation to assess the extent of organizational learning. They surveyed
the top 100 managers of the Swiss Postal Service to critically evaluate any
cultural obstacles to learning. The staff then worked in small groups with the
authors to consider how these impediments could be removed. They con-
cluded that while individual and collective learning took place, this was not
connected to any organizational change or transformation. They conclude
from their work that 'it is not possible to transform a bureaucratic organiza-
tion by such learning initiatives alone' (1999, p. 146).

In another article, Betts and Holdern (2003) also found a failure to connect
the individual, social, and organizational learning together in their case study
of organizational learning. In this example, the organization failed to under-
stand how individual learning might be made to work for their organization.
This finding is similar to the experiences of Hartley and Allison (2002)
discussed above. More research is needed, therefore, in defining indicators
of individual and collective learning, and then seeing how this learning can be
institutionalized at the organizational level.

Future research issues

This chapter has shown that there is now some agreement on the factors
which influence organizational learning, but, to date, there has been little
empirical research to investigate which measures are more important than
others and lead to improvement. Too much time and effort has been spent on
designing frameworks which are not linked to action. According to Garvin,
the focus has been on 'high philosophy and grand themes, sweeping meta-
phors rather than gritty details of practice We need better tools for assess-
ing an organization's rate and level of learning to ensure that gains have in fact
been made' (2000, p. 79). Future research needs to ensure that key terms are
clearly defined and operationalized and could also explore, not simply the
degree of organizational learning, but also the speed and quality of knowledge
transfer (van Wijk et al. 2008).

There has been reliance upon managers' perceptions of both organizational
learning and improvement. For instance, the measures used to evaluate if the
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Beacon Scheme had contributed to improvement included questions about
whether it has increased confidence in being innovative and increased par-
ticipation in joint action in partnerships, not how or whether it had impacted
on service or organizational improvement. While surveys can offer some
conclusions about the extent of individual learning in the public sector, it
does not necessarily enable us to come to firm conclusions about organiza-
tional learning. What is needed, therefore, is a mix of quantitative and
qualitative research methods. Longitudinal studies are also needed, as what
may be effective in the short term may be ineffective in the longer term
(Whitelaw et al. 2004).

Future research needs to test whether the models of learning developed and
tested in the private sector have resonance in the public sector (Hartley and
Benington 2006). There also needs to be further exploration on whether the
'best practice' being transferred is in fact the best the sector can offer or
whether the winners of awards are simply better at completing the application
process (Brannan et al. 2008; Hartley and Downe 2007). In the United States,
the Malcolm Baldridge National Quality Award requires winning organiza-
tions to prove that their processes have positively affected the quality of
outputs (Milakovich 2004), but this is not the case for all award schemes.
More attention needs to be placed on providing the best support for both the
provider of the learning and the recipients. For example, the provider may
have excellent performance in a service, but it does not mean that they will be
excellent at transferring this knowledge. For the receiver, research needs to
consider which enablers of learning have the best chance of making an impact
on performance.

Conclusions

Evidence on the impact of organizational learning on improvement seems to
be more advanced in the private sector than in the public sector. We can infer
from this that public service organizations have some catching up to do, and
this is recognized by some authors. Bundred, for example, suggests that 'the
failure to share knowledge and information has been the cause of serious
public service failures' (2006, p. 125), and as a result of a blame culture in the
public sector, organizational learning is impaired (Vince 2000).

Earlier in the chapter we explained that organizational learning is a multi-
stage process. There is a significant amount of evidence on the earlier stages of
this process where individuals from organizations interact in a network and
take this new knowledge back to their organization. Researchers have also
considered the ways in which this new knowledge is applied, but there has
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been little empirical analysis on whether this learning leads to service im-
provement, and this is particularly the case in the public sector. It seems that,
following Huber's earlier definition (1991) of organizational learning, know-
ledge is often acquired, distributed, and possibly interpreted but it is not
embedded by organizations, and for learning to occur it also needs to be
transformed into action.

To understand whether organizational learning leads to improvement, we
need to assess the nature of the knowledge, the characteristics of the source of
learning, the recipient of the learning, and the context and the method of
transfer. When the link between the organizational learning and improvement
has been explored, the evidence is largely positive but often inconclusive. For
example, Downe et al. (2004) and Rashman et al. (2005) have shown that
the amount of learning and the impact on performance through an inter-
organizational network has improved over time but its impacts are more
modest than its potential. Similarly, Denton concluded from his research that
'it is difficult to attribute specific benefits to organizational learning but that it
is probable that benefits do exist' (1998, p. 12). These are not very forceful
conclusions, and clearly indicate that further research is needed to explicitly
determine the link between organizational learning and public service im-
provement.
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Reflections on Theories
of Public Service
Improvement
Rachel Ashworth, George Boyne,
and Tom Entwistle

Introduction

This collection has presented the first assessment of the theoretical and
empirical validity of a variety of mechanisms that have been used in
attempts to generate improvements in public services over the past twenty
years. We have provided a series of chapters which have undertaken system-
atic and critical literature reviews in order to unpack the underlying theor-
etical basis of each strategy for improvement, and ascertain whether
predictions of improvement logically flow from these theoretical assump-
tions. As many of the mechanisms of public service improvement originate
from the private sector, a key test of these theoretical assumptions has been
whether their subsequent application to a public service context can be
considered to be appropriate. In addition, the chapters have all considered
a critically important question: whether there is any empirical evidence to
support the theoretical prediction of relationships between this series of
mechanisms and improvements in public services. Finally, each chapter has
offered an outline of a future research agenda for exploring the validity of
each theory.

This closing chapter has three main aims. Firstly, it draws together and
summarizes the main findings and conclusions from across the collection in
order to identify which mechanisms can be linked theoretically to service
improvement and, on the basis of the evidence, are linked to better perform-
ance. Secondly, the chapter seeks to highlight the key features of research
conducted to date on public service improvement, such as, for example, what
methods have been predominantly employed, which sectors and countries were
studied, and the theories that have been most researched in recent years. Finally,
the chapter reflects upon the state of knowledge on public service improvement
and outlines a future research agenda for public management scholars.
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Mechanisms of public service improvement:
theories and evidence

In Chapter 1 of this collection we defined service improvement as ca closer
correspondence between perceptions of actual and desired standards of public
services' (Boyne 2003, p. 223). However, we acknowledged that this definition
raised a series of questions around perceptions of improvement and standards
of public services. We argued that we need to consider which criteria different
groups of stakeholders use in order to make a judgement on service perform-
ance, how these criteria are determined, and how they vary across groups
(according to gender, ethnicity, income etc.), and how closely performance
improvements, as defined by central governments in the form of movement
against performance indicators and targets, relate to stakeholder perceptions
of improvement, such as levels of public satisfaction with services. We then
outlined the characteristics of a good theory of public service improvement
which should

• be able to explain variations in service standards, and elaborate on why
some organizations perform to a higher degree than others;

• be clear about both why and how a particular mechanism or strategy drives
improvement, and whether additional variables moderate its effect;

• be able to be further assessed and tested on the grounds of correspondence
with empirical evidence.

A lack of theoretical specificity, doubts surrounding underlying theoretical
assumptions, issues of causal direction, and a lack of supporting empirical
evidence, while not of themselves grounds for invalidation, could shed doubt
on several established theories of public service improvement. Therefore, it is
important that we further review the theoretical perspectives explored within
each chapter in order to evaluate (a) the plausibility of underlying theoretical
assumptions and (b) the extent of supporting empirical evidence.

THE PLAUSIBILITY OF UNDERLYING THEORETICAL ASSUMPTIONS

The chapters in this book reveal variations in the clarity and logic of the
theoretical underpinnings of different approaches to public service improve-
ment. Nevertheless, for the most part, there are clear and plausible assump-
tions about the theoretical relationships between the series of mechanisms
identified in this collection and the improvement of public services. For
example, Chapters 2-4 demonstrate that the nature of an organization's
environment, the degree of regulation to which it is subject, and the extent
of strategic planning can all be plausibly linked to improvement. In other
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instances, theoretical connections between the mechanisms and improvement
were a little more problematic. This was most evident in Chapter 6 on culture,
which revealed that the key assumption underpinning the culture-performance
link—the argument that organizational culture is something an organization
chas' which can be manipulated and managed in order to improve performance—
remains under debate.

Closer reading of the chapters revealed a number of important theoretical
issues which merit further discussion. The first concerns the degree of fit
between theory and public sector context. Many of the theoretical perspec-
tives reviewed for this collection had been originally developed and modelled
on the behaviour and performance of private firms, and have only been
applied to a public service context relatively recently. Clearly some of these
perspectives, and their associated assumptions, have transferred more easily
to the public sector than others. There have been instances where policy and
practice have moved way in advance of academic work, and consequently
there has been little explicit specification of theoretical effects relevant to
public sector circumstances.

For example, some chapters revealed concerns around the operationaliza-
tion of key concepts and the development of typologies, arguing that these
have not always been appropriate for a public sector context (see Chapter 6 on
culture and Chapter 9 on collaboration, for example). Indeed, several authors
felt the need to elaborate specifically public sector theories improvement.
Gould Williams, for example, in Chapter 7 offers us a Public Service HR
Model which incorporates the service need priorities of public organizations,
the specific organizational context and climate associated with the public
sector, and employee and managerial perceptions. A similar model is pre-
sented in Chapter 8 on innovation where Walker presents initial thoughts on
the relationships between internal and external organizational determinants,
and the diffusion and adoption of innovation in the public sector.

Entwistle's analysis of collaboration in Chapter 9 suggests that while parts
of the management literature read across the sectoral divide pretty well—the
benefits of common goals, trust, and communications, for example—the
private management literature has little to say about the theory of joining-
up or mandated partnership. In these areas, at least, public management
researchers cannot assume that the benefits of alliances documented in
private management will necessarily be realised in public management.
There is indeed a need for distinctive theories of public service improvement
in these areas. Taken together the evidence considered here suggests that
public management scholars need to give careful attention to the theoretical
models of service improvement underlying particular interventions. More
work is needed to ensure that theoretical models are applied carefully, and
adapted where necessary, to ensure a better fit to the public service context.
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A second issue concerned the nature of causality. In cases, such as HRM,
innovation and leadership, the relationship between mechanism and im-
provement was found to be a little fuzzy, raising issues of causal direction.
Here there were doubts as to whether more innovation, strong leadership, and
particular bundles of HR practices lead to improvements in services or
whether high-performing organizations tend towards being innovative,
adopt HR practices, and are characterised by a particular leadership style.
For example, Gould Williams cites evidence on reverse causality which reveals
that organizational success leads to an increase in job satisfaction. Walker also
presents reverse causality as a key unresolved issue which he argues acts as a
significant impediment to the development of better theory and insightful
policy advice on innovation in the public sector. Chapter 10 on organizational
learning is characterized by similar concerns. In the absence of an explicit
theoretical model of organizational learning and service improvement,
Downe proceeded to isolate various conditions believed to facilitate organ-
izational learning. Whether these conditions are mere associations or causes
of learning, change, and improvement is at this stage unclear.

Future studies need to develop research designs that deal with the issue of
reverse causality, at a minimum by including a lag between the measurement
of the explanatory and dependent variables. Beyond this, a simple but useful
strategy is to include an autoregressive term in statistical models, so that the
performance baseline is taken into account when assessing the impact of
mechanisms such as innovation and HRM.

The third issue relates to the unintended theoretical effects highlighted
within a number of chapters. For example, Boyne reviewed the contradictory
nature of the theoretical arguments around planning which include the poten-
tial 'decoupling' of planning from real organizational decision-making, the
effects of planning on organizational commitment, and possible displacement
of activity resulting from the excessive pursuit of targets. Martin discusses
similar effects in terms of regulatory systems in the public sector which might
provide 'false reassurance and introduce perverse incentives'. It is clearly pos-
sible to imagine scenarios where a greater emphasis might result in poorer
performance, as Downe demonstrates in Chapter 10, where he considers the
negative consequences of organizational learning. These issues are considered
further in the next section on supporting empirical evidence which considers
whether any of these effects are observed in practice, and draws tentative
conclusions on whether performance has worsened as a result.

THE EXTENT OF SUPPORTING EMPIRICAL EVIDENCE

There were clear variations in terms of the strength of conclusions on whether
various theoretical mechanisms had an effect on public service improvement.
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The evidence indicates that a number of mechanisms (or aspects of them),
lead to better public services. For example, Andrews firmly indicates that the
nature of the organizational environment has an impact on whether public
services improve, although he does add that this judgement is based largely on
the analysis of long-term rather than short-term (e.g. annual) changes in
environmental circumstances. Similarly, Chapter 7 reports that HRM is likely
to be positively related to organizational performance measures. Judgements
on the impact of strategic planning, organizational learning, and regulation
are all positive too. For example, Boyne suggests 'that planning is likely to
have a positive rather than negative impact on public service effectiveness',
whilst Downe finds some support for a link between organizational learning
and improvement.

Martin concludes that the impact of regulation and inspection is positive in
that it leads to improvements in internal structures and processes, although
he emphasises that whether these changes lead to improved services is 'far
from guaranteed' (p. 54). The same judgement is reached in relation to
leadership. Entwistle is more tentative, pointing to positive evidence of
improvement in some dimensions of partnership, but doubts and concerns
in others. Walker concludes that 'the extent to, and the way in which, it
(innovation) impacts on performance remains opaque', while Ashworth finds
that, overall, evidence on the link between culture and service improvement
in the public sector is mixed.

It is possible to identify a number of common themes emerging from the
evidence reviewed in the collection which have important implications for
future work on public service improvement. The first concerns the import-
ance of external constraints. The evidence indicates that the organizational
environment is especially significant for service improvement in the public
sector. Theoretical specification is clear and convincing, and the empirical
evidence is overwhelmingly supportive of a connection, much more so than
in relation to any other mechanism. This would seem to suggest that it is the
characteristics of the external environment—the aspects that are at the great-
est distance from the organization—that can determine whether services
improve or not. In contrast, those variables over which the organization can
exercise greater control, such as leadership, innovation, even strategy, do not
demonstrate the same consistent impact on service improvement. There
could be a number of explanations for this. For example, it may be more
straightforward to measure the impact of environmental characteristics as,
unlike leadership and culture, measurement relies less heavily on employee
perceptions. Nevertheless, the importance of the environment is clear, and as
Andrews argues in Chapter 2, it should be acknowledged and incorporated
within any theory of public service improvement. However, a key question
concerns the role of managers in interpreting and 'enacting' the environment
they face. As Andrews intimates, this might involve developing strategies to

209REFLECTIONS ON THEORIES OF PUBLIC SERVICE IMPROVEMENT



proactively engage with certain stakeholders or to shape central government
policies. This is an area which remains considerably under-researched in
terms of public services, and the evidence presented here suggests there is
an urgent need to examine how organizations and their managers might
shape and enact environments that are more likely to deliver improvements
to services.

Secondly, many chapters highlight the importance of contextual and con-
tingent variables, with most focusing on the importance of internal contin-
gencies, such as leadership, management, organizational culture, and so on.
For example, Martin cites 'clear evidence' associating effective inspection with
an ability to respond, determined by leadership and management capacity,
whilst Boyne recommends that we need to learn more about the links between
corporate capacity, employee engagement, and the effects of the planning
process.

The chapters reflect a concern to emphasize the importance of external
contingencies—most notably the organizational task environment and the
extent of its moderating influence.

Furthermore, the nature of the institutional environment is also important
here—in particular the question of whether organizations are developing,
adopting, and implementing certain processes that are regarded as appropri-
ate in order to gain wider legitimacy within their institutional field. For
example, one of the most consistent themes of the UK partnership litera-
ture—as Entwistle explains in Chapter 9—is the claim that local collaborative
activity is frustrated by the coercive attentions of higher levels of government.
Further work on service improvement informed by institutional theory might
help us gain a greater understanding of the extent to which these processes
and practices are firmly embedded within public organizations.

Finally, as highlighted above, several chapters were at pains to point to
potential unintended consequences which might disrupt organizational ac-
tivities and slow down service improvement. Although there was some
evidence reporting perceived negative effects (see Chapter 3 on regulation,
for example) there was no empirical evidence to suggest that aspects such as
regulation, planning, innovation, and HRM contributed to lower levels of
performance. In other cases, such as collaboration and organizational learn-
ing, there was too little evidence to draw any firm conclusions on this. Overall,
we must conclude at this stage that there is little evidence to support the view
that any unintended consequences have proved to be so significant that they
have actually outweighed efforts to improve services.

To summarize, the evidence demonstrates that, of the nine mechanisms
applied by policy-makers and politicians to secure improvement, five—an
organization's environment, HRM, strategic planning, collaboration, and
regulation—can be linked to service improvement. A further four—innov-
ation, organizational learning, culture, and leadership—have some positive
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impact on service improvement, but the evidence is either limited or mixed.
Thus a 'best guess' on the basis of the current empirical evidence is that the
most promising strategies for public service improvement are to alter organ-
izational environments, develop HRM strategies and practices, adopt a plan-
ning process, engage in collaborative ventures with other organizations, and
design a regulatory regime that is responsive to the characteristics of service
providers. By contrast, an emphasis on leadership, innovation, more organ-
izational learning, and changes in organizational culture appear to be more
risky strategies that have uncertain prospects for public service performance,
despite their current appeal to policy-makers in various nations. However, it
is vitally important that these conclusions are placed in context, as the nature
of the empirical evidence base itself might undermine the certainty of any
conclusions drawn on the validity of theories of public service improvement.
Therefore, the next section of the chapter discusses the nature of the existing
empirical evidence.

Characteristics of the evidence on public service
improvement

There are variations in the extent of available empirical evidence across the
theories of public service performance. It is worth noting a number of features
of the empirical work published to date at this stage. The first point to note is
that, compared to equivalent work based on private firms, empirical evidence
tends to be thin on the ground. The chapters reveal that there have been few
comprehensive studies of leadership, strategic planning, organizational cul-
ture, innovation, organizational learning, and so on, conducted within a
public sector context, and even fewer studies that make a connection between
these mechanisms and improved public services. Despite the application of
fairly generous search criteria (specified in Chapter 1), studies of improve-
ment identified within chapters ranged from twenty-six on partnership gov-
ernance, to just seven on organizational learning, and a mere four for
innovation—evidence of what is described by Walker as a 'glaring gap in
our knowledge'.

A further point of observation is that the range of evidence available is
further limited by the context under study; for example, the vast majority of
empirical studies based their research within the United States, United King-
dom, or another Western country. Furthermore, much of the evidence in
relation to each mechanism is sector-specific. The majority of evidence on the
impact of the organizational environment is drawn from a batch of Cardiff
studies and is therefore based on UK local government, whilst a large volume
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of the work on the culture-performance link has been conducted on health-
care organizations in the United States and United Kingdom. Similarly, the
review of evidence on the effects of strategic planning is based almost exclu-
sively on UK/US studies of local/state government. The chapters identified
very little work on key areas of the public sector, such as social services and the
police service, whilst work on education and health is piecemeal. Thus, we have
to acknowledge that the existing evidence on mechanisms of public service
improvement is limited but also partial, as it presents data from a narrow
selection of public service organizations within a small range of countries.

An additional point to remark upon is the considerable degree of uniform-
ity in terms of the methodological approach applied within studies of im-
provement. Whilst there were many qualitative studies based within a public
service context, overall, much of the work linking mechanisms to improve-
ment was quantitative in nature. Typically, these studies reported multivariate
analyses of the impact of mechanisms on the performance of public service
organizations over a fairly short time period. Dimensions of each mechanism
of improvement have been operationalized and measured, mainly through
large-scale questionnaire surveys, and tested against measures of organiza-
tional performance.

This kind of study has produced large-scale and representative analyses of
the relationship between various improvement mechanisms and subsequent
performance, and some have also included mediating variables. However, in
almost every chapter the author has raised concerns about the ways in which
both explanatory variables and service performance improvement have been
operationalized in many of these studies. Chapters 5, 6, and 10 go further to
highlight the view that questionnaire surveys are not necessarily the best way
to capture data on the nature of leadership, learning, and culture, due to the
nature of the phenomenon under investigation. However, given those criti-
cisms, the lack of qualitative evidence on service improvement is striking. As
stated earlier, there are many studies of organizational culture, leadership,
organizational learning, and so on, that have been conducted in the public
sector and draw on qualitative data. However, these pieces tend to be process-
oriented, and there is little explicit, or even implicit, reference to any likely
improvement outcomes or effects; often it is left to the reader to speculate. As
Martin indicates, often these studies focus on the perceptions of key actors
(such as those working in public services subject to regulation) and not other
stakeholders such as service users or the regulators themselves.

Each of the chapters demonstrates that existing studies only offer a partial
interpretation and examination of the mechanism in question. It seems the
evidence cannot be used to underpin a definitive judgement, because it is
incomplete in various ways. For example, it is argued in Chapter 8 that the
study of innovation to date has privileged the early stages of the innovation
process—that is, adoption—whereas any assessment of the impact of innovation
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on performance is more likely to be accurately understood through an examin-
ation of the subsequent management and implementation of innovation.
Downe in Chapter 10 makes a similar point in relation to the early stages of
the organizational learning process. Other chapters revealed that studies often
prioritize a particular dimension of a theory, thereby ignoring others. So work on
strategic planning, for example, has tended to focus on two dimensions: goal
clarity and performance targets, with Boyne reminding us that his conclusions
can only be considered in relation to the two dimensions most frequently
studied, and calling for more evidence on the impact of other dimensions,
such as environmental scanning and action plans. Andrews in Chapter 2 iden-
tifies a lack of systematic attempts to explore the relative malleability of the
environment, arguing that 'the extent to which environments are susceptible to
the proactive influence of organizations would reveal much about the nature of
public service improvement'. Entwistle suggests most studies offer just a snap-
shot of processes of collaboration when longitudinal outcome-related analyses
could be more useful.

Finally, the chapters in this book identified the lack of public service-specific
interpretations and measures of mechanisms of improvement. This was the
case in Chapter 6, where Ashworth makes the case for typologies that accurately
reflect the sub-cultural and occupational divisions prevalent within public
service organizations, rather than those based upon private firms. In some
cases, models of improvement, specific to the public sector, have been proposed
and developed within this collection. For example, Gould Williams (Chapter 7)
offers a public service HR model of which contains 'bundles' of HR practices,
and incorporates both managerial and employee perspectives, whilst Walker
develops his conceptualization of the combined influences on the diffusion of
innovation, and subsequent impacts on performance in Chapter 8. The con-
clusions of these chapters suggest that a good theory of public service improve-
ment is different from a private sector theory of improvement.

Finally, we need to further reflect on the different ways in which studies
have interpreted public service improvement. Chapter 1 contained a lengthy
discussion which highlighted alternative definitions and conceptualizations of
service improvement and performance based on a combination of final
outcomes, service outputs, processes, and practices. It is no surprise, then,
that each of the chapters revealed that there are huge variations in the ways in
which performance and service improvement have been conceptualised and
measured. The model of public service improvement outlined in Chapter 1
incorporates the performance perceptions of many stakeholder groups—such
as users and partner organizations—along with a variety of 'objective' meas-
ures of performance such as equity, efficiency, and quality. The studies
reviewed for this collection include measures of performance that are based
on perceptions, but they tend to be predominantly managerial views of
performance, although it should be noted that the Cardiff studies of local
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government, along with those of Texas school districts, prove an exception, as
they also incorporate other measures of performance. This is due to the
availability of a wide range of longitudinal performance data produced for
government in the United Kingdom and collected and verified by audit
bodies. However, the objective performance measures used are efficiency or
effectiveness indicators in the main. Quality is rarely addressed, and there are
very few studies which assess impacts on equity.

This section has highlighted the fact that existing evidence on public service
improvement is a little sparse, partial, and predominantly quantitative. How-
ever, it should be remembered that research on public service performance
and improvement is fairly recent, and so it is unsurprising that the academic
work conducted to date has not been extensive. The gaps in our knowledge of
what improves public services, how and when, are important, and the next
section on future research explores how these might be addressed.

Improving public services: a shared
research agenda?

The lack of extensive research on the empirical validity of theories of service
improvement presents two major causes for concern. The first centres on the
core purpose of public management research, whilst the second relates to
policy. The final section of this chapter addresses these two concerns by
outlining an agenda for future research on public service improvement.

Each chapter in this collection reports research findings derived from a
systematic review of empirical evidence on a particular theory of public
service performance. The search terms for the review were extremely wide-
ranging and included all aspects of effectiveness, public service performance,
and improvement. Nevertheless, each chapter has commented on the lack of
empirical evidence. Scholars of public management must surely hope that
their work will lead to better policy-making, practice, or management which
will in turn improve public services. Why is it, then, that so few studies are
able to offer any evidence on public service improvement?

Andrews and Boyne (forthcoming) argue that public management research
has a 'moral purpose', with academics entitled to use whatever data is available
in order to shed light on determinants of improved public services and
subsequent evidence derived from their studies acting as a 'check' on govern-
ment reform programmes. If this is the case though, how can we ensure that
future studies of the management of public service organizations make a
firmer contribution to the debate on public service improvement? Every
chapter in this collection has made a plea for additional research on aspects
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of public service improvement; more specifically, research that is longitudinal,
cross-sectoral, and multi-methodological. However, there are a number of
broader questions around organizational change and improvement which
public management researchers might seek to address in the coming years.

The first is which internal organizational characteristics (culture, leadership,
strategic planning) have the smallest and largest impact on performance, and
which are more likely to change over time? Repeated attempts to change
organizational culture may be futile, while focusing on strategic planning
might prove to be more worthwhile. Secondly, it will be important to consider
the determinants of organizational change in the public sector in order to
ascertain whether central government reforms, institutional forces, or internal
management actually drive change at all. Equally, it will be important to
consider the positive (adaptive) versus negative (disruptive) impacts of change
and reform. For example, cultural change programmes could be divisive and
disruptive with little positive effect, whilst leadership might have a more
positive impact. These all underline the need for longitudinal studies of im-
provement. A final question concerns the nature of contingencies that affects
types of change. Is regulation more likely to lead to change if an organization's
environment is stable, and is culture change more likely if a certain type of
leader is in charge of an organization? Overall, it seems research that is likely to
make a contribution to public service improvement needs to extend and
elaborate on our understanding of whether, why and how public organizations
change, and whether this has any subsequent impact on performance.

This collection also presents a challenge for policy-makers. Given the
distinct lack of positive evidence supporting theories of public service im-
provement, why are practitioners and politicians investing considerable re-
sources attempting to improve public services through cultural change,
strong leadership, regulation, more partnership working, and continuous
innovation? That leads us to question the nature and efficacy of the dialogue
between academics and policy-makers engaged in driving public service
reform. It may be that policy-makers are simply unaware of academic work
on public service improvement or that they do not find it accessible, but it is
vitally important that those designing and implementing public service
change programmes are enlightened through a wider dissemination of re-
search findings on what does and does not drive improvement. However, it
seems that our observations provide an all too common illustration of the
disjunct between academe and practice. The 'messy' nature of this relation-
ship is well-documented (Davies et al. 2008), but we would lend our support
to recent calls for a greater understanding of the factors that shape responses
to, and uptake of, academic research (Meagher et al. 2008), and would argue
that greater efforts need to be made to ensure that the government's attempts
to improve public services are better informed by the growing body of
academic work in this area.
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Conclusion

This collection has examined the theoretical and empirical validity of a variety
of mechanisms currently being used to generate improvements in public
services. The extent of theoretical validity is generally strong, but varies across
the improvement mechanisms. Strategic planning and the nature of an
organization's environment can be logically and plausibly linked to improve-
ment. However, for some mechanisms (collaboration and organizational
learning) there was an absence of a clearly specified theoretical connection,
and for others, such as innovation, leadership and HRM, greater adaptation is
required in the transfer from private to public sector. In terms of empirical
validity, our reviews of the evidence reveal that a munificent, simple, and
stable organizational environment has a clear and positive impact on the
improvement of public services, and that strategic planning, regulation,
collaboration, and organizational learning are associated with public service
improvement.

We have acknowledged that the existing work on public service improvement
suffers from a series of limitations. However, this collection marks the first
comprehensive attempt to evaluate the theoretical and empirical validity of
theories of service improvement. Our conclusions demonstrate an urgent need
for additional research which is cross-sectoral, comprehensive, multi-methodo-
logical, and longitudinal. Such work should seek to further investigate the
various determinants of public service improvement. The results should then
be effectively disseminated to those responsible for delivering improved per-
formance across public services. The lack of empirical evidence is disappoint-
ing, but we need to remember that this is a new and developing field of
academic research. However, the lack of firm evidence linking the various
theories to public service improvement is more of a cause for concern, given
that policy-makers across the world have spent over twenty years pushing and
pulling these numerous mechanisms through successive reform programmes.
On that basis, this collection challenges the international community of public
management researchers to ensure that our future work makes a more com-
prehensive and robust contribution to this critical theoretical debate, and
informs current and future public; service reform programmes.
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