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CONTENT AND DRIVERS OF
PERFORMANCE MANAGEMENT IN
AGENCY-TYPE ORGANIZATIONS OF THE
HUNGARIAN PUBLIC ADMINISTRATION

The improving performance of public administration and the reform of public financing system have been
on agenda in Hungary for many years, in accordance with the international trends. However, governments
have not expected and supported creating of a performance-oriented public administration in a compre-
hensive and explicit way. Nevertheless, there are bottom-up initiatives at organizational level, which target
performance-oriented organizational function.

The research focuses on organizations of central public administration where the successful application
of performance management methods is most likely based on the international literature. These are the so
called agency-type organizations, which are in Hungary called autonomous state-administration organi-
zations independent of the Government (e.g. Hungarian Competition Authority), government bureaus (e.g.
Hungarian Central Statistical Office), and central offices subordinated to the government (either the cab-
inet or a ministry) (e.g. Hungarian Meteorological Service). The studied agencies are legally independent
organizations with managerial autonomy based on public law.

The purpose of this study is to get an overview on organizational level performance management tools
applied by Hungarian agencies, and to reveal the reasons and drivers of the application of these tools.
The empirical research is based on a mixed methods approach which combines both quantitative methods
and qualitative procedures. The first — quantitative — phase of the author’s research was content analysis
of homepages of the studied organizations. As a results she got information about all agencies and their
practice related to some performance management tools. The second — qualitative — phase was based on
semi-structured face-to-face interviews with some senior managers of agencies. The author selected the
interviewees based on the results of the first phase, the relatively strong performance orientation was an
important selection criteria.
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The improving performance of public administration
and the reform of public financing system have been on
agenda in Hungary for many years, in accordance with
the international trends (Bouckaert — Halligan, 2008).
However, governments have not expected and support-
ed the creation of performance-oriented public admin-
istration in a comprehensive and explicit way. Never-
theless, there are bottom-up initiatives at organizational
level, which target performance-oriented organization-
al function.

From a theoretical point of view, this situation is ex-
citing contrary to the countries taking a leading role in
performance management reforms in the public sector.

It represents a terrain where there are no comprehen-
sive expectations set by the central government towards
public administration regarding the content or the way
of performance management applications, however,
these methods have already appeared in the examined
organizations. This situation makes the study of the
drivers and the barriers for the introduction of perfor-
mance management applications easier, separated from
the expectations expressed by the government, which,
as the international experience shows, in many cases
results only in formal adaptation.

The research focuses on the organizations of the
central public administration where the successful ap-
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plication of performance management methods is most
likely to be based on international literature. These
are the so called agency-type organizations (OECD,
2002; Verhoest, Van Thiel, Bouckaert, — Laegreid,
2012), which are called autonomous state-adminis-
tration organizations in Hungary, independent of the
Government (e.g. Hungarian Competition Authority),
government bureaus (e.g. Hungarian Central Statistical
Office), and central offices subordinated to the govern-
ment — either the cabinet or a ministry (e.g. Hungarian
Meteorological Service). The examined agencies are
legally independent organizations with managerial au-
tonomy based on public law. The number of this type of
organizations was 75 in the beginning of 2015.

The purpose of this study is on the one hand to get
an overview on organizational level performance man-
agement tools applied by Hungarian agencies, on the
other hand to reveal the reasons and drivers of the ap-
plication of these tools. The empirical research is based
on a mixed research approach, which combines both
quantitative and qualitative methods. The research
structure has an explanatory sequential design, where
the two phases of the research follow each other and
first comes the quantitative phase. This phase of the re-
search was a web content analysis of homepages of the
Hungarian agencies, and the second part of the research
was built on grounded theory and data was generated
via semi-structured interviews with top managers of
selected agencies.

Performance management in the public sector

Performance-oriented function is a goal that plays an
important role in the reforms of public administra-
tion taking place today (Mol — de Kruijf, 2004; Pol-
litt — Bouckaert, 2011). In a broad sense performance
management means the application of different man-
agement methods in order to increase the performance
(economy, efficiency, effectiveness, equity) of a single
organization or a network of organizations (e.g. a re-
gion, a sector, or a country). A possible critique against
using the term of ,,performance management” that it
is an umbrella term, encompasses many different con-
cepts, and its meaning is too board.

The exact determination of this research field makes
difficult, that performance management is a buzzword
both in business and public sector, and there are no
common (and exact) definition in the literature (Fran-
co-Santos et al., 2004). The main reason of conceptual
uncertainty is that performance management is a multi-
disciplinary research field, it can be interpreted based
on many scientific field. This statement is even more
true to performance management in public administra-
tion, where jurisprudence (administrative law), political
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science, sociology and some fields of business adminis-
tration have had also a great impact on today’s thinking
about performance management.

The intention of integrating various theories and
approaches dealing with the same phenomenon — i.e.
interpretation, measurement and management of public
performance — appeared in the literature in the 90’s,
particulary among the academics of public manage-
ment. In this regard the contribution of researchers of
Public Management Institute at Catholic University of
Leuven (http:/soc.kuleuven.be/io/eng/) to formulation a
theoretical framework of performance management in
public sector is significant. Figure 1 shows the perfor-
mance of an organisation or programme embedded in
the socio-economic context. Performance management
is shown as a management (or regulation) cycle, i.e. it
follows the cyclical logic scheme of goal-setting and
planning, measurement and feed-back — evaluation.

Figure 1
Performance management in the public sector
(based on Van Dooren, Bouckaert — Halligan, 2010
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The performance management concept of the pub-
lic sector (Wouter Van Dooren — Bouckaert — Halligan,
2010) can be divided into two different levels: the level
of public policy (policy cycle) and the level of manage-
ment (management cycle). This study concentrates on
the management cycle: the concept, the characteristics
and the tools of organizational-level performance man-
agement.

Performance management at organizational level
in the Hungarian public administration

The performance and performance management of
public administration (and the public sector) are com-
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plex concepts that are often difficult to operationalize
(Tak4cs, 2015). Therefore, it is important to outline the
concepts of possible content components and interre-
lations, which might be found in Hungarian adminis-
trative organizations. By this I do not intend to design
a normative model but to list the components which
embody and support performance orientation in the
central organizations of the Hungarian public admin-
istration. Various constellations and patterns of these
components are possible. Several subcomponents might
appear as an integral and comprehensive performance
management system; however, it is more likely that
even if certain elements of performance management
appear in the practices of the examined organizations,
these are rather isolated innovative solutions and do not
apply to the overall management cycle.

Organizational level performance management
(PM) in its “mature form” is a system supporting and
coordinating the management cycle, i.e. the cyclically
repeated planning-measurement-feedback actions, pro-
viding the most important stakeholders with relevant
information and attempting to improve efficiency, ef-
fectiveness and quality at every level of the organization
(Bodndr, 2005). It does not appear as an independent
subsystem within the organization, but it can be inter-
preted as a process resulting from the cooperation of
several functional areas, among which direct and strong
relationships can be established: the planning system
defining the objectives, the finance and accounting
system, management control systems, quality manage-
ment, the human resources management system as well
as the information system producing information (may)
belong here. Its major functions may be:

* to support managerial decisions with relevant in-
formation,

* to support strategic planning,

* to communicate objectives and requirements with-
in the organization,

* medium-term and operative (short-term) planning,

*to design and operate measurement systems
(cost-calculation, performance and quality indica-
tors),

* analysis and feedback on the achievement of ob-
jectives, and

* to design the motivation system for the improve-
ment of performance.

In public administration, managers who are key
players in decision-making may not only be the heads
of the examined organizations but also the managers of
the superior organization responsible for the decisions
concerning the given organization and also politicians.
Therefore, apart from the support of internal decisions,
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the support of external decisions may have an emphatic
role in the public sector.

A possible representation of the performance man-
agement process interpreted within administrative or-
ganizations is displayed in the Figure 2.

Figure 2
Performance management system
at organizational level

Goals based on
stakeholders’

ions (e.g. political, |
sectoral, professional,
organizational objectives)
A4

Strategic management cycle

to

stakeholders

A

Planning

Creating
Sianted

Performance
evaluation

budgets and
performance

Deployment of goals to unit
and individual level
(performance targets and

Mid-term planning
Budgeting |

The strategic level of the performance manage-
ment system helps to specify the long-term strategic
objectives, usually defined in generic terms, as well as
to communicate them within the entire organization.
From a theoretical point of view, the relationship be-
tween the strategic and operative levels is established
by the preparation of medium-term tactical plans de-
rived from the strategic objectives. In Hungary the
institutional budget provides the framework for the
annual operation of budgetary institutions under the
scope of the Public Finance Act. According to the ap-
plicable regulations, institutional budget planning does
not starts from the strategic or medium-term objectives
but is constituted characteristically on the basis of the
previous year (with a few or more modifications of the
budget numbers of the previous year).

The annual plan provides the basis for everyday
operation and it is broken down into the levels of re-
sponsibility centres (organizational units, projects,
programmes, see (Anthony — Young, 2003) and even
organization members (e.g. MBO agreements). The in-
terim changes of the accomplishment of the operative
plan may be monitored by the performance measure-
ment system (e.g. with appropriate cost calculation),
which in turn — within the framework of performance
evaluation (interim monitoring) — is interpreted by
creating of various analyses for decision-makers. The
feedback on the operative cycle provides information
primarily on the interim use of resources and makes

responsibility and
accountability system

Operational management
cycle
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suggestions on the necessary interventions. The role of
feedback within the strategic cycle is predominantly to
help monitoring the achievement of strategic objectives,
to draw attention to the unforeseen changes in time and
to be able to the design potential recommendations for
the changes of the plan.

Starting from the components of the strategic and
operative management cycles (goal-setting and planning,
measuring, feed-back—evaluation), a shift towards per-
formance orientation within Hungarian public organiza-
tions is possible in the case of the following activities.

Goal-setting and planning

The planning of the annual budget embodies the plan-
ning activity of budgetary institutions of central admin-
istration. In 2012 a government decree on governmental
strategic management was established (Government De-
cree 38/2012 (III. 12.) on Government Strategic Man-
agement), but the formulation organizational strategies is
still not a compulsory, only a recommended activity.

The institutional budget is calculated on the basis of
the previous year, and the expenses of the next calendar
year are planned with respect to different types of costs
(personnel expenses, material expenses, etc.). Thus, the
planning is input-oriented and next year’s budget is cal-
culated on the basis of past activities, but it usually does
not question the original figures. The planning activity
is mechanical and instead of the entire organization,
only the financial department participates in it.

This budgeting logic is suitable for national and sec-
toral framework planning, however, its organizational
application (reverse planning) means that specialities
and expected quality of the tasks to be accomplished
are hardly if at all taken into account. This results,
for instance, in that the need for the extension of fis-
cal framework is difficult to justify. The lack of clear
goal-setting hinders feedback and evaluation.

Performance budgeting techniques offer an alterna-
tive to traditional input-oriented line item budgeting. A
part of those is applicable at organizational level even
if macro-economical budgeting takes place in the tra-
ditional (line item and input-oriented) way. Some ex-
amples of these tools include but are not limited to the
following:

* instead of the previous year the overview of tasks
to be accomplished and the measurement of their
financing needs considered as a starting point,

* the definition of performance objectives at differ-
ent levels of programmes and organizational units
as well as indicators attributed to these,

* multi-year (business) planning, strategic planning.

Performance-oriented planning requires profound
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methodological-professional expertise and implies sev-
eral difficulties. Different works discussing the selec-
tion of unsuitable goals and indicators as well as the
dangers of manipulation represent a large segment of
the literature on performance management in the public
sector (de Bruijn, 2002; Hood, 2006).

Accounting and measurement

Planning is followed by the continuous monitoring of
operation as well as the measuring of performance in
the management cycle. In the Hungarian public finance
organizations the requirements of budgetary account-
ing are to be followed. The structure of budget account-
ing is much more determined by the need for budget
planning than by the support of the management deci-
sions of individual organizations.

Hungarian budget accounting meant a so-called
modified cash-based double-entry bookkeeping till the
beginning of 2014. From cash-based perspective, trans-
actions appear in the accounts simultaneously with the
cash flow, i.e. payments and incomes are recorded. The
accounting practices of Hungarian budgeting have im-
plied numerous problems, the main reason for which is
that the system focuses on the cash flows of the budget-
ary year. Some of the arising problems are related to the
fact that certain information needs cannot be satisfied
due to the way of accounting, while other problems are
in connection with the fact that the accounting system
— with respect to long-term economy — is unfavourably
influencing the decision-makers.

Due to the above-mentioned reasons the introduc-
tion of accrual accounting in the beginning of 2014
has been a great opportunity and a significant change
in the Hungarian public administration (Government
Decree 4/2013 (I. 11.) on the Accounting of Public Fi-
nances). Since the regulation on accrual accounting is
rather fresh, it is too early to evaluate its results after
one calendar year. Anyway, it can be an important step
towards performance-oriented operation.

The definition of performance requirements is unre-
solved and performance measurement based on finan-
cial and accounting data (the use and analysis of finan-
cial indicators) have no traditions in Hungarian public
organizations.

Feedback and evaluation

The main goal of feedback (reporting) with respect to
performance management is to call decision-makers’
attention to the deviations from the plans, to contribute
to the exploration of the reasons and also to provide an
opportunity for intervention. Reporting may be related
to individual performance appraisal as well, it serves as
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the basis for the evaluation of managerial performance.
Thus, reporting does not merely mean the preparation of
financial and accounting statements but it is also an im-
portant tool of supporting managerial decision-making.

As mentioned above, the analysis and the evalu-
ation based on financial and other data supporting
decision-making are infrequent in Hungarian public
organizations. However, budgetary organizations are
supposed to provide other institutions (superior organi-
zations, the Central Statistical Office, the National Tax
and Customs Administration, the State Treasury, etc.)
with frequent and various data. According to Zsuzsa
Kassé: “The remarkable colourfulness, overlaps and
deficiencies which in practice arise [in relation to re-
porting obligations] are almost impossible to show.
However, management should take into account that the
institutional system invests a considerably large amount
of money and energy in preparing reports and account-
ing data and indeed, plenty of information is produced.
The content and the form of these, however, do not sup-
port decisions; it is very difficult to find data in this data
set, produced with a lot of effort, which is really useable
for the management” (Kassé, 2006, p. §83).

Performance reports produced for external stake-
holders (politicians, citizens, superior organizations)
could have a particularly significant role in admin-
istrative organizations, as they could be the means of
enforcing transparency and accountability. Apart from
input data, performance-oriented reports also include
data about other dimensions of performance in a clear-
cut format.

Beside the content components, the extent of institu-
tionalization and the integration of performance man-
agement elements to be analysed in the research may
also offer interesting conclusions. By institutionaliza-
tion I mean whether there is an organizational unit or

STUDIES AND ARTICLES

job within the organization in which duties related to
performance management are also represented among
the tasks (e.g. management control department, quality
department, etc.).

The analysis of integration refers to the fact whether
the elements embodying performance-oriented organ-
izational operation are connected to each other or not.
The extent of integration can be examined among the
partial organizational systems covering the functions
mentioned above (e.g. accounting, quality management,
IT) as well as among the different levels of the organi-
zation (organization-organizational unit-individual).

Possible drivers of performance management
applications

In addition to the exploration of possible content com-
ponents of administrative performance management,
the article also examines the question what factors and
mechanisms (drives) can be associated with the design
and introduction of performance management appli-
cations. While a large number of publications have
been released on the analysis of factors related to and
explaining the performance improvement of public sec-
tor organizations (Boyne, 2003; W. Van Dooren — Lon-
ti — Sterck — Bouckaert, 2007), a significantly smaller
number of research has addressed the exploration of
factors and mechanisms related to the application (de-
sign and implementation) of performance management
tools in public sector. The amount of revealed evidence
is low and the research results often contradict one an-
other. This phenomenon is due to the fact that factors
or mechanisms of similar names are operationalized
in different ways and measured with different methods
(Wouter Van Dooren, 2006; Van Helden — Johnsen —
Vakkuri, 2007).

Table 1

Main factors related to designing performance management in public administration

Contextual factors

Cavaluzzo - Ittner

Van Dooren De Lancer Julnes —

Holzer

Existence of external con:npu}sory performance require- ot PRt et
ments (e.g. performance indicators)
Availability of resources Not significant Significant
Role of trainings Significant Significant
Management commitment Significant
Decision making authority Significant Not significant
Goal or mission orientation Not significant Significant
Ability to iQePtify and interpret performance indicators ShgaitRee SigaitRers
— measurability of performance
Internal interest groups Significant
Size of organization Significant
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The Table 1 summarizes the results of three re-
searches. An article of Patria De Lancer Julnes and
Marc Holzer published in 2001 was based on the
analysis of a survey of 1997, for which data was re-
trieved in the United States at local, national and
federal government agencies by interviewing their
staff (Julnes — Holzer, 2001). Ken S. Cavaluzzo and
Christopher D. Ittner analysed the results of a survey
of organizations of the federal government, conduct-
ed similarly in the USA in the year 1997 (Cavalluz-
zo — Ittner, 2004). Van Dooren was carrying out re-
search in public organizations in Belgium between
2000-2005 (Wouter Van Dooren, 2005). While in
the above-mentioned two researches results were ob-
tained based on multivariate statistical analysis of the
questionnaires, Van Dooren used, in addition, some
other methods such as content analysis, semi-struc-
tured and unstructured interviews.

By examining the table, it is conspicuous that
although the same factor occurs in several studies,
but its relation with the design of performance man-
agement tools is considered differently. There are
two exceptions to this rule: the importance of the
role of training and the ability to identify and in-
terpret performance indicators, and the importance
of measurability of the performance is clearly con-
firmed in each research.

The reason for conflicting results have already
been mentioned: the presented researches have op-
erationalized, measured, analysed the above-men-
tioned factors differently. In addition, the design of
performance management, which was considered as
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a dependent variable, was defined differently in the
researches.

The contradictions in the research results indicate
that, firstly, it is a ‘bumpy* field of study, and, second-
ly, these contradictions raise exciting and innovative
research questions. The above-mentioned surveys
and their results, despite all of their shortcomings,
give clues which factors and mechanisms should be
examined in this research. The Table 2 summarizes
the potential factors and mechanisms, which presum-
ably are related to the use of performance manage-
ment tools.

Two factors in the table above may require more de-
tailed explanation: public interest towards the organi-
zation has a number of reasons (Moynihan — Pandey,
2005). On the one hand, a public administration organ-
ization can dispose over a large budget, and that fact
alone can already be significant to the public; on the
other hand, administrative organizations operating in
socially sensitive areas (e.g. healthcare) might also be
in the centre of attention.

Some studies categorize resources as external, some
as internal factors. This can either mean the cumber-
some use of the external-internal dichotomy and its
questionability, or may also refer to definitional dis-
crepancies. I regard organizational resources as both in-
ternal and external factors: internal because it is about
assigning organizational resources or it can be consid-
ered as external factor, the question in this latter case
is whether such obtainable resources (e.g. grants) exist
that support the development of performance manage-
ment tools.

Table 2

Possible factors and mechanism related to formulating performance management tools

Factors Short interpretation

Public interest towards the orga-

Due to budget size or handling of socially sensitive field

nization

]ZE;[i);(l:;atlons Ot RO T They could be public administration or political organizations
International organizations and |International centres of policy transfer (European Commission, OECD), or
patterns partner organizations in the world (e.g. tax authorities worldwide)

Role of management consultants

Methodological experts of performance management tools and models

Access to external resources

External resources supporting performance management

Measurability of organizational
activities

Easy / difficult identification of performance measures

Training

Professional and methodological knowledge transfer

Commitment of top management

Support and expectations towards performance management

Goal orientation

Focus on results, long-term strategies

Available internal resources

ment

Assigning of financial, human and ICT resources to performance manage-
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Agency-type organizations in Hungary

One of the key features of New Public Management
movement is the so-called ‘agencification‘ phenom-
enon analysed by numerous researches and publica-

tions (OECD, 2002; C. Pollitt — Talbot, 2004; Wet- on their legal-structural features in 2015.

tenhall, 2005). This means formulating organizations

that ‘operate at arm’s length of the government to
carry out public tasks, implement policies, regulate
markets and policy sectors, or deliver public services’.
They are structurally disaggregated from their par-
ent ministries, are said to face less hierarchical and
political influences on their daily operation and have
more managerial freedom in terms of finances and
personnel, compared to ordinary ministries or depart-
ments” (Verhoest et al., 2012, p. 3.). Agency-type or-
ganizations exist in large numbers in countries which
are not considered to be the forerunners of NPM, and
therefore their establishment is not clearly linked to
the principles of NPM — this is the case in Hungary as
well (Hajnal, 2010).

In fact, there is no generally accepted definition in
the international literature, and even terms can be quite
diverse. They are called agencies, quasi-autonomous
or semi-autonomous organizations, non-departmen-

tal public bodies, quangos, arms-length organizations
- proach, which combines both quantitative and quali-
- tative methods (Kirdly — Dén-Nagy — Géring — Nagy,

etc. The diversity of definitions and terms is rooted in
the heterogeneity of the examined organizations: from
country to country a variety of characteristics can be
found ranging from the different formal-legal solutions
to various responsibilities and managerial autonomies.

In this research by “agency” I refer to legally inde-
pendent public organizations directly subordinated to
the government (either the cabinet or a ministry), hav-
ing nationwide competences. Private or private-law
based organizations established by the government are
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- excluded, and the public organizations subordinated to
. the parliament are included.

In Hungary a rapidly evolving and heterogeneous
organizational circle corresponds to the agency con-
cept. The Table 3 summarizes the typology of agencies

The number of these organizations has changed re-
cently: while in the nineties there were 22-25 main au-
thorities, in the beginning of 2000 the number increased
to 30, around 2010 it was between 50-60 (L&rincz, 2005).

- The number of this type of organizations was 75 in the
. beginning of 2015, when this research was conducted.

Research design, questions and methodology

. The scope of this study is to examine the design (con-
~tent) and implementation of the organizational level

performance management tools in the Hungarian agen-
cies along the following questions:
What kind of performance management tools ap-

- pear in the “agency”-type organizations of the Hungar-
~ ian public administration?

What drivers and mechanisms may explain the de-
sign and introduction of performance management
tools in the examined organizations?

The empirical research is based on a mixed ap-

2014). I have chosen an explanatory sequential research
design (Creswell, 2009; Creswell — Plano Clark, 2011),
which starts with the collection and analysis of quan-

 titative data. The first phase is followed by the subse-
. quent collection and analysis of qualitative data. The

second, qualitative phase of the research is designed in
a way that it is derived from the outputs of the first,

quantitative phase. (Figure 3)

Table 3

Agency-type organizations in Hungary (based on Hajnal, 2011)

Autpqomogs Independent regulatory Governmental
Features administrative Central bureau
S body bureau
organization
Founder Law Law Law Government decree
Superior organ | Parliament Parliament / Cabinet Cabinet Ministry
Appp inted by the prime Appointed by the
. minister or the president . L. .
Appointment . prime minister based | Appointed by the
Based on statute of the republic based on . L7
of agency head . on the proposal of | superior minister
the proposal of the prime . .
L the superior minister
minister
Hungarian National Media and Hungarian National Health
Example Competition Infocommunication Intellectual Property |Insurance Fund of
Authority Authority Office Hungary
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Figure 3

Explanatory sequential research design (Creswell, 2009)

1st quantitative phase:
Content analysis of
agencies’ webpages
(data collection and
analysis)

Follow up

with

The first — quantitative — phase of the research was
content analysis of homepages of the examined organ-
izations. Content analysis is an appropriate method for
arranging texts into a generalized coding structure,
which can be easily transformed into a database. This
method draws conclusions not only on the texts them-
selves (homepages) but also on their context (the organ-
izations) (Krippendorff, 2004). The aim of the analysis
is to reveal statistical descriptions, like frequencies, and
connections, and significant differences between topics
etc. (Figure 4)

2nd qualitative phase:
Semi structured interviews,

grounded theory (data

collection and analysis)

Interpretation

The second — qualitative — phase was based on
semi-structured face-to-face interviews (Kvale, 2005)
with some senior managers of agencies. The main fo-
cus of the qualitative phase was to answer the second
research question (identifying drivers of applying per-
formance management tools). The interviewees were
selected based on the results of the first research phase:
the relatively strong performance orientation was an
important criteria. I was searching for organizations
where multiple performance management tools were
applied and performance management was to some ex-

Figure 4

Process of web content analysis (1st phase of the research)

Units of analysis
and observation

Mapping the
studied
organizations
(population)

Formulating main
research questions
and subquestions

I identified some kinds of performance management
content (e.g. mission statement, strategy, annual report)
on agencies’ homepages (see coding structure in Table
2) and analyzed significant differences of content be-
tween groups by the given organizational features (e.g.
number of employees, revenue, international relations
etc.). As a result, I have got information about all agen-
cies and their practice related to some performance
management tools.

It is critical to keep in mind that the information
on websites do not give a full and accurate picture
about actual organizational processes. However,
the examination of content appearing on websites
(the communication of the organization on Internet)
provides an opportunity to draw conclusions about
agencies’ attitude towards performance management
and the role and institutionalization of performance
orientation.
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tent institutionalized. This was an important factor in
selecting the interviewees because this means that they
have some kind of experience and interpretation about
the elements and conception of performance manage-
ment and they may have an opinion about the factors
supporting and hindering the application of perfor-
mance management.

Web content analysis helped to identify also the fo-
cus points of the research. As a result of content analy-
sis a few factors have emerged, which can have a rela-
tion with the application of performance management.
Revealing these factors deeper and understanding the
mechanisms have oriented the data collection and data
analysis in the qualitative research phase.

In accordance with the grounded theory approach
the course of interviews had been developed iteratively,
i.e. first I started with open questions and later I asked
about for example relationships of identified catego-
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ries as well (Esse, 2012; Mitev, 2012). Analysing these
interviews one could reveal how various interviewees
give different interpretations to a particular social phe-
nomenon (like performance management in Hungarian
agencies), and the most important characteristics of this
method is the assumption that that participants (inter-
viewees) build up the reality (Strauss — Corbin, 1998).
(Figure 5)

Figure 5
The process of qualitative research (2nd phase)

Theoretical
sampling

Research
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subquestions

Presentation of
results
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In grounded theory approach data collection and
data analysis cannot be strictly separated, data analy-
sis is carried out continuously also in the time of the
new interviews, thus the outcomes of a previous inter-
view can be built in the following interviews. The way
of data analysis was coding. According to Strauss and
Corbin (1998) this is a multi-level process, starting with
open coding, then relationships, connections are being
searched in the categories identified (axial coding),
finally the evolving theory is being integrated, speci-
fied (selective coding). In the coding process I used the
NVivo data analysis software.

Results of the research

During the web content analysis I have gained a com-
prehensive picture about the Hungarian agencies (their
exact number, size, age, etc.). It is also an important re-
sult because there is no formal, official list or database
of Hungarian agency-type organizations (Hajnal, 2012).
First, I will briefly present some characteristics of the
examined organizations, what helps to understand the
context, in which the results of the data analysis are
valid. At the time of the research 72 agencies (out of 75)
had a homepage.

Some features of Hungarian agencies

The Figure 6 shows the governmental functions (CO-
FOG, Classification of Functions of Government) of
examined agencies. In organizations where more gov-
ernmental functions appear at top level, I tried to identi-
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fy the dominant function. Most agencies operate in the
area of economic affairs and general public services.

Figure 6
Agencies based on governmental functions
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The smallest organization employed 20 people,
while the largest 130.330 people at the time of data
collection. The latter, however, is an extremely high
number, only three agencies had more than 2000 em-
ployees. The age of the examined organizations varies
widely as well, the oldest agency was 145 years old and
the youngest agency was established in the beginning
of 2015. (Figure 6)

An important factor regarding the stability of organ-
izations is the time since the head of agency has been
appointed. The design and the introduction of perfor-
mance management tools require relatively long time
(several months), and due to the cyclical nature of PM
systems their results come only 1-2 years following the
introduction. The expectations and the support of top
management of agencies are critical in this process.

The heads of examined agencies spent on average
3.2 years in their current position. I have found only six
organizations where the head has been managing the
agency for more than 5 years, i.e. he or she was in the
current position before the change of the government
in 2010 as well. However, in half of the organizations
(34 cases) heads have changed also within the last two
years — even several times. (Figure 7)

Figure 7
The age of agencies and the number of years since
the apponntment of the head

appointment of the head
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Table 4

Coding scheme related to performance management content

Main themes

Mission statement

Categories (codes)

Explanation

Mission statement / values / vision of the agency

Strategic plan

Strategic document of the agency

Plannin 5 i - i
2 Operational plan on the website svlé%rt term professional-operational plan on the
Operational plan in organiza- |Short-term professional plan in the organiza-
tional and operational rules tional and operational rules (or charter) of an
(OOR) agency
Annual budget Annual budget of the agency
Reporting Report on budget Report on the budget

Performance report

Report on the agency’s (annual) performance

Quality management gement

Documents of quality mana-

Quality policy, certifications etc.

Management control

Organizational unit or position

Institutionalization of per- Quality management

Organizational unit or position

formance management

Strategy

Organizational unit or position

Elements of PM systems in Hungarian agencies

During the web content analysis only those elements
of PM were examined which can be displayed on web-
sites. The list is presented in Table 4.

It is important to note that the appearance of annual
budget and budget report on the websites is not really
related to performance management, because in Hunga-
ry budgeting is traditionally an input-oriented line item
planning based on the previous year. The reason for ex-
amining these documents is that publishing budget infor-
mation on the web increases transparency and therefore
it is obligatory for each Hungarian public organization.

More than three-quarter of the examined agencies
published the annual budgets and budget reports on the
web. This rate cannot be assessed as high because based
on regulation it is an obligatory task for all agencies.

According to organizational and operational rules
(available also on the examined homepages) 55 agen-
cies formulate annual operational plan, but only 16
organizations publish these on their websites. Formu-
lating an annual operational plan is also an obligatory
task for agencies. Nearly half of the agency-type or-
ganizations (34 cases) publishes a performance report
regularly, typically on an annual basis and evaluates
the professional work of the organization. 24 agencies
published their mission statement on the Internet. The
appearance of this topic is a sign of long-term planning,

VEZETESTUDOMANY

Figure 8
Elements of PM on the websites of the agencies
(frequencies, N=72)

Elements of PM on the agencies' websites
55 55 54

because formulating a mission statement is part of strat-
egy development. I have found a strategic plan on the
websites of the agencies in 13 cases. One third of the
organizations publishes documents related to quality
management, such as quality policy statement or ISO
certificate. (Figure 8)

I examined how intense the use of different meth-
ods is, this has meant the calculation of total points of
the following five categories: mission statement, strate-
gic document, operational plan on the website, perfor-
mance report, quality management.
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Figure 9
Intensity of the use of PM methods (frequencies)

Number of PM tools on the websites of the agencies
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Three quarters of the agencies publish at least one
performance management tool and more than 40 per
cent (31 organizations) communicate the use of at least
two types of performance management tools. Of course
the appearance of a PM method in itself does not mean
that performance oriented function does exist, but when
more PM tools are being communicated, it is more like-
ly that a PM system is operating in the given organiza-
tion. (Figure 9)

The use of PM-related organizational units or posi-
tions represents the institutionalization of performance
management. The figure below summarizes the main
findings regarding the appearance of quality manage-
ment, management control or strategic management
units / positions in the examined agencies.

Figure 10
PM-related organizational units
or positions in Hungarian agencies

PM related organizational units or positions in agencies

26

Management control Quality management Strategic management

Strategic departments can be found in more than one
third of the agencies, management control units or posi-
tions are operated in 23 organizations and departments
or positions responsible for quality management exist in
20 agencies. The intensity of institutionalization shows
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how many PM-related departments or positions the or-
ganizational structure includes (see Figure 10). Approx-
imately 40 per cent of agencies do not use the examined
PM-related organizational units or position at all. In 21
organizations (30 per cent) I have found one type of
department or position, in 18 agencies two examined
areas were institutionalized, while four organizational
structures contained all three areas.

Figure 11
Intensity of PM institutionalization
(frequencies, N=70)

Intensity of PM institutionalization
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I 4
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There is an existing and positive relation between
these two variables (the correlation coefficient is 3.14,
p=0.001): organizations which publish multiple PM
methods on the Internet have institutionalized this field
to a higher extent, i.e they have more PM-related organ-
izational units or positions. (Figure 11)

Main results of qualitative research phase: drivers
of PM in Hungary

In this subchapter I will summarize the main findings
of the qualitative research phase. During March-April
2015 I made 6 interviews with top managers and one
interview with an expert (consultant). Interviewees
were well-informed about of the potential areas where
the different PM methods can be applied. Although in
the selected organizations PM methods appeared with
very different emphasis and roles, a series of PM tools
have been applied everywhere and these agencies have
PM-related organizational units as well. The relatively
strong performance orientation was an important selec-
tion criteria of the interviewees.

The main results of the qualitative research phase
are summarized in Figure 12 (see below), it is a sys-
tem of main supporting and interfering factors influ-
encing PM applications. Based on the grounded theory
it is considered to be a middle-range substantive theory
which might be taken to application only in the exam-
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ined specific area or context (Glaser — Strauss, 1967).
Mechanisms and relations among categories were for-
mulated during the coding and re-coding of the the in-
terviews, and the first phase of the research have also
had an impact on identifying some of the categories.

Figure 12
The system of drivers and interfering factors
influencing PM
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The examined phenomenon is located in the cen-
tre of the figure: PM elements and PM-related organ-
izational units and positions. As a result of the study
I have identified another central category: managerial
attitudes towards PM, which are connected to PM ele-
ments and units applied. On the left and on the right of
the figure the supporting and interfering factors affect-
ing PM can be found.

During the process of analyzing the interviews, I
identified some supporting and hindering mechanisms.
It was interesting that during the coding certain catego-
ries appeared simultaneously as supporting and as in-
terfering factors. These codes were ‘management’ and
‘superior organization’, and I had to create subcatego-
ries to better understand the phenomenon.

Supporting factors

A superior organization (ministry or state secretariat)
will appear as a driver related to performance manage-
ment when it treats the agency as a partner, provides
additional resources for the introduction of PM tools
(required by the superior organ), and there is a dialogue
between the two levels.

»They [the secretary of state and head of the
agency] developed the annual plan together .
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Then there was a regular discussion about it. This
type of negotiation does not exist today. “ (16)

An important subcategory of management is the top
manager’s commitment to PM application.

“If the head of the organization considered it im-

portant, you would move mountains. But if he or

she did not consider PM important, it would be-

come a struggle.” (16)

“In the case of proactivity and interest of the top

manager PM can work quite well. If commitment

existed, the head would find external sources,

consultants, his/her own pattern, etc.” (15)

The personal commitment of the heads of the agen-
cies is obviously one of the key supporting factors, how-
ever it could not have a long-term effect in the period
of this study. An important finding of the web content
analysis was the rapid change of the heads of the agen-
cies, thus we can say that it is not a stable position in
Hungarian agencies. Only 6 heads out of 75 were in
their position before 2010.

“The head of an agency is] the lowest level of
politics. And 1 think nothing is worse than the
lowest level of politics.” (12)

Besides the heads, their deputies could have a cru-
cial role in supporting PM tools, and a deputy position
can be a stable and committed leader role. But this hy-
pothesis requires further investigation.

Empowerment of employees has also a supporting
role in the application of PM. Appearance of transpar-
ency as a management value influences some PM tools
(e.g. use of websites, public performance report).

“The main goal of our performance report is to
improve the international transparency and to
gain credibility and trust towards our organiza-
tion.” (11)

Legal requirements could have a positive effect on
PM applications (e.g. introduction of accrual account-
ing in Hungarian public organizations), but a regulation
itself is not sufficient, because the introduction of PM
systems requires knowledge, time, additional financial
resources, etc. If supporting mechanisms were not pre-
scribed by the regulation, organizations would intro-
duce PM only formally, or they would simply not apply
the required PM methods at all.

The role of trainings is twofold: it increases the
PM-related knowledge and skills of managers, and the
training of the staff has a positive effect on motivation.
Another important factor is output financing which
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has contributed to the recognition of the role of per-
formance management in the examined organizations.

“The management control department compares
cost data from time to time and if they see some-
thing, then they try to solve it in order to generate
more revenues.” (I3)

The methodological requirements of projects (co-)
funded by the EU can contribute to the development of
organizational performance management as well.

“In the EU projects we use Gantt charts for plan-
ning, we have to make benchmark analysis, there
are indicators, these have to be reported quarter-
Iy, we have cash-flow plans...”(16)

Hindering factors

In this subchapter I will overview the main factors hin-
dering PM applications, based on the interviews. Some
interviewees pointed out that legal and financial inde-
pendence of the agency is often limited, their autonomy
is apparent.

“Sometimes they treat us as a ministry department,
and our institutional budget is handled by the con-
trolling institution as if it were its own budget.” (16)

The lack of clear visions was perceived by some in-
terviewees due to the frequent change of ministry staff
(ministers, secretaries, other decision-makers).

“We have just established a new function and
they want to take it away. And we started to build
it without any additional financial resources,
and now they want to take the function and also
budget resources. Well, we said that we’ll give
back gladly all what the ministry has provided for
this task. And they do not understand. Because
the minister was changed as well.” (16)

“Due to the fact that people change frequently
in the ministry, we have to teach them again and
again what our duty is.”(I3)

Regarding the management of the agency conflicts
between top-managers appeared as a hindering factor.

“Earlier I wanted to introduce ISO, but with the
former top-management I could not do that.” (11)

The lack of methodological knowledge regarding
PM is also a hindering factor. According to the inter-
views many managers of the agencies do not dare to be
proactive and they feel anxious.
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“Change of attitudes is necessary. This highly
centralized system provides a very small auton-
omy for agencies, and the fault-finding attitude
and the complete lack of empowerment are not
good. So it is very hard to act like a leader and
difficult to achieve results.” (I5)

The broader context of public administration is also
an important category among hindering factors, it in-
fluences also the mechanisms described above. The
Hungarian public finance system, the unpredictable
and quick organizational changes and last but not least
some cultural characteristics of public administration
were the main subcategories.

“The most important value of public administra-
tion is stability, and it always goes in the direction
of mediocrity. And therefore there is a constant
struggle with efficiency and effectiveness.” (12)

In summary, the possibilities of PM in Hungarian
agencies can be interpreted in a complex and less sup-
porting context. The interviewees were selected from
agencies that are considered performance oriented, and
even in their case, often appeared to be skeptical and
with a negative attitude towards PM. I have seen exam-
ples for successful implementation of PM tools, howev-
er in order to operate stable and integrated PM systems
at organizational level, many factors of the recent con-
text should be changed.

Conclusions

The first research question focuses on performance
management tools appeared in Hungarian agencies.
Based on the results of the web content analysis, the
conclusion is that the examined elements of PM are
not completely unknown in the majority of agen-
cy-type organizations, however I have found a very
heterogeneous situation. 20 organizations (out of 75)
did not publish any PM-related tools on their web-
sites, while another 20 organizations published three
or more different PM tools. It is important to keep in
mind that this type of information on the websites do
not give a full and accurate picture about PM-related
organizational processes, I cannot draw well-ground-
ed conclusions on the characteristics of the use and on
organizational embeddedness. But the appearance of
PM-related organizational units (e.g. departments) or
positions in organizational structure indicate the insti-
tutionalization of performance management. The re-
sult of the analysis is similar: 40 per cent of the agen-
cies did not apply any PM-related organizational units
or positions, while in 22 cases (about 30 per cent) the
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organizational structure included two or three PM-re-
lated units or positions.

The second research question aimed at exploring the
causes of this heterogeneous picture. I tried to identify
the main factors, which influence PM applications. The
qualitative research phase was based on semi-struc-
tured face-to-face interviews (Kvale, 2005) with some
senior managers and one consultant. The analyzed per-
formance management systems can be characterized by
fragmentation: some elements do work well, but they
are not integrated. I found only one organization where
the organizational level methods and individual level
tools were connected, in other cases the management
cycles at strategic and operational level were discon-
nected.

During the analysis of the interviews a very com-
plex context has evolved (see Figure 11). The role of
management and the superior organ was twofold: many
supporting and inhibitory mechanisms were identi-
fied within both categories. A superior organization
can promote PM when the agency-type organizations
are handled as partners, there is real dialogue between
them and additional resources are provided for meet-
ing the expectations related to PM. At the same time
a superior organization could have a negative effect on
performance management applications when only ap-
parent autonomy is provided to agencies and the expec-
tations are conflicting and changing rapidly.

The personal commitment of the head of an agency
is clearly one of the most important influencing factors
regarding PM, however this driver could not prevail.
Based on the content analysis, the change of the heads
of the agencies is relatively rapid, it is not a stable po-
sition in Hungary. In this situation the role of deputies
can be an interesting question, but it requires further
investigation. Transparency as a value and empower-
ment can contribute to the success of PM applications,
however conflicts, both perceived and real, between
managers and the lack of PM-related knowledge have a
negative effect on PM.

During the research I found many laws or decrees
which prescribe the application of specific PM tools in
agencies. A law or decree alone is not sufficient for suc-
cessful PM application, it requires professional knowl-
edge, time and additional financial resources. Without
any incentives the intention of legislation did not pre-
vail: the organizations apply PM methods only formal-
ly or they do not apply it at all. The role and effects
of legislation regarding PM are controversially judged
by other researches as well (Cavalluzzo — Ittner, 2004;
Julnes — Holzer, 2001).

Finally, I would like to outline some further research
directions, which could enrich the understanding of
this field. There is a question about the role of projects
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(co-)funded by EU in PM-related knowledge transfer.
Examinating the barriers hindering the adaptation of
existing knowledge could contribute to a deeper under-
standing of the function of public administration. Or a
content analysis of agencies’ performance reports could
provide some insights into the measurement practices
of Hungarian agencies.
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