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Abstract

Performance based budgeting reform in its latagestontinues to evolve after resurgence in
popularity resulting from the Clinton Administratie National Performance Review and the
international new public management (NPM) movem@eirformance based budgeting is
sometimes viewed with skepticism for various reasnduding the capacity to determine and
collect performance information, the veracity offpemance information, and efficacy in terms of
performance budgeting’s ability to improve perfonoa The majority of performance based
budgeting studies focus on the prevalence of pedoce budgeting in government jurisdictions, and
whether or not performance based budgeting infieenesource decision making. Few, if any
studies focus on whether performance based budgatinally influences organizational
effectiveness or performance, for which performdraed budgeting was intended.

This study intends to observe whether certain orgdéinhal characteristics associated with
performance budgeting indirectly affect organizadiqperformance. While organizational
performance can also be observed through perfoemaeasures and bench marks, individual and
organizational perceptions are equally importangéuging organizational performance. In doing
S0, this study applies an alternative approachderok the indirect effects associated with
performance based budgeting. The paradigm foiglbtigeting theory is the budget rationalities
theory that describes budgeting’s bargaining, natyog, and control processes. However, a large
portion of budgeting behavior linked to organizatibperformance may occur outside of the budget
rationalities construct. This study proposes tieeaesecond layer of budgeting; a management layer
of budgeting focused on different priorities thaage within the budget rationalities construct, and
applies economic sociology theory to explain budgdiehavior in this management layer of
budgeting.

Data Collected from the NASP — IV, National Admirasive Studies Project is used to test one
research question and three hypotheses. Resulisrctre existence of performance budgeting’s
indirect effects on organizational performance, nehieformation sharing and certain characteristics
of trust moderate performance budgeting’s influesiterganizational performance. The results
suggest that average and high performing orgaaimabenefit the most from implementing
performance budgeting. The study concludes withmeeendations for potential approaches for
further research.



Chapter One
Introduction

Organizations use budgets to shape objectivetadical economic conditions, respond to
various stakeholders and citizen needs, assepasheand plan for the future (Schick 1990). Over
the years, there have been a number of attempfoton the government budget process. Paul
Light (1997) describes such reform as an endldsoficontinual change. Performance budgeting,
which | define here as the use of performance irdtion to inform resource allocation decision
making processes for the provision of more efficad effective government, is the latest in this
long parade of reforms.

Performance budgeting’s popularity continues &mlgally grow at all levels of government.
Consider, for instance that the City of Olathe,i{@d a full-time performance management
coordinator. That a medium-sized city in the Midiygaces such an emphasis on the practice is
indicative of its popularity. But that growth hascarred despite much skepticism from both scholars
and practitioners who question whether or not budgomes actually change as a result of using
performance information, and if they do change,tirethose changes are consistent with
traditional public administration values like efincy, effectiveness, and equity. If it is difficto
define objectives and agree on performance meathatsan facilitate changing budget outcomes,
why is performance budgeting continuing to growraa@epted practice? Are there other
unobserved factors motivating this trend?

In this study | explore the basic claim that perfance budgeting is popular because it
affects changes in organizations that subsequaffiigt performance. Maybe it is not budgetary
outcomes that change, but the interactions wittstitutional budgeting structures that change.hSuc

changes would most likely be subtle and indirewd, \@ould work to the advantage of some and the



disadvantage of others. These indirect changethaitrdmplications are the focus of this
dissertation.
Performance: The Latest Reform

An enduring theme of budget reform studies is wératin not reforms ever achieve their
substantive goals and objectives. This theme milyrpervades scholars’ assessment of
performance budgeting reform, and whether or ndbpaance budgeting will endure into the future
(Rubin 1990; Schick 1990). The reasons for skispti@bound. Performance budgeting attempts to
change the deeply institutionalized line item buitigeprocess that has existed for over a century.
Other reforms in the past fifty years such as therthg, Programming, and Budgeting System
(PPBS), Zero Based Budgeting (ZBB), and Target @&selgeting (TBB) never fully lived up to
expectations. More importantly, performance budgeting involvesitigdction of
performance measures into a pre-existing politicized budget process whieus gtakeholders
bargain and compete for influence and resources. Stakeholder competitiosesthea
possibility for distorting the intent of using performance measures to improbige budget

outcomes.

The “human element” of budgeting is critical, bien overlooked in the scholarly literature.
Wildavsky's influential introduction of budgetaryarementalism that infused limited decision
making capacity with the dynamics of the politicadqess was the first theoretical account of budget
outcomes that emphasized people and politics. evilch of that perspective, especidlhe
Politics of the Budgetary Procebas been challenged from an empirical stand pgonetnains clear
that the human dimensions of the process have etdiite. Budgeting is a process of negotiations
and compromises achieved through a pluralist agihfented approach by groups and individuals

within institutions (Wildavsky 1961, 1964). In suration, budgets are shaped by individuals and



groups supporting or attempting to change diffecaittires, primarily in a hierarchical setting
(Wildavsky 1986).

It is no wonder that budget reform might be diffi¢o achieve. In this case successful
reform requires individuals and organizations toesider line item budgeting’s institutionalized top-
down process for overcoming organizational resigtdo new processes, whereas performance
budgeting introduces a bottoms-up approach to limdgeWhile most budget reforms have failed to
achieve their stated objectives, the budgetingatitee informs us that each reform has left renmant
that were integrated into subsequent budget reftratsnfluence contemporary budgeting processes
today (Schick 1990; Rubin, 1990). What remainiset@etermined is where current performance
budgeting practices will make lasting effects oddmt reform and the budgeting literature.

Performance budgeting is not a new concept, bugrgesd substantial momentum in the past
fifteen years as part of the new public managenidfPb) movement (Williams 2003). At the
federal level, the Government Performance and Be&at (GRPA) implemented in 1997 was
followed by the Performance Assessment Rating TR8R(T) initiated in 2002. At the state level,
47 of the 50 state apply some form of performarset) budgeting (Melkers and Willoughby 1998).
Finally, at the local level, Poister and StreibQ@preport that about 40% of cities use performance
information in a meaningful way that influence®eadltions and incentives. Berman and Wang
(2000) find similar results with county governmen#g the local level, Melkers and Willoughby
(2005) indicate what Schick and others have loagudised: the use of performance measures for
budgeting and outcomes can be cumbersome andvaytsapopular with practitioners who must
implement processes in their organizations.

Several scholars have studied the effects ofdiudgat different levels of government. For

instance, Melkers and Willoughby (1998, 2005), HaO@, 2006a), Wang (2000), Jordan and



Hackbart (1999), Moynihan (2006a, 2006b), and Gikaord Lewis (2006a, 2006b) have looked at
the characteristics and prevalence of performandgeding. The majority of these studies have
looked at 1) whether performance budgeting is actuallygoused, and 2) whether performance
budgeting influences resource allocations. Firglindicate there are challenges in determining
reliable performance measures, and then applyirigrpence information directly to resource
allocation decisions.

Some have taken this argument even further. Redirshown that performance measures
actually create conditions of goal displacementr{tdel1936, 1940; Radin 2006). Rubin (2005)
echoes Radin's concern for ethical dilemmas reggitte integrity and dissemination of
performance data. Schick questions whether agovernments currently display the capacity to
effectively utilize the performance budgeting psxeAgain, such processes can be complex, both
in the determination of performance data inputthedconfiguration of the data to budget costing
and expenditure processes. Finally, much is fefetermined as to how governments can
effectively link performance data to resource aitmmn and the determination of outputs (Schick
2002).

Dubnick (2005) provides a different perspective bywghg how social mechanisms
integrate account giving as a means for the comeation and interpretation of performance
information, but that such data may not providéi@aht accountability to ensure accuracy for
appropriate decision making. In other words, akvidual’s perception and provision of
performance data is susceptible to multiple infagethat can distort information available for
decision making. Frederickson and Frederickso@@pmirror Dubnick and Radin’s concerns, but
in addition, they include a concern for how perfante information is increasingly used in third

party governance, as well as the potential fotipaation that distorts the original intent of



performance measurés.

So why are performance budgeting processes exygpadioss all levels of government if
they are difficult to use, difficult to operatiorzd, and difficult to interpret? | believe there &wo
plausible explanations. First, although Schiclé@)%has been critical of performance budgeting, he
has also been one of its earliest proponents.clSaftognized the promise of performance
budgeting’s usefulness when he studied effortsdorporate PPBS into the federal government’s
budgeting process in the 1960s. The legacy of PR&&ge to performance budgeting is the
inclusion of a process that directly links budggtivith the setting of priorities as a means of ieget
policy objectives (Schick 1966). Schick (2002)dxes the increasing demand for services and the
increasing demand for both efficiency and qualitthose services will continue to drive
governments to find or reconcile performance oe@rstystems in order to meet citizen expectations
of government.

Schick also believes performance budgeting reaprtbmise to assist governments in the
priority setting process in order to make betttarmed policy decisions, and supports his beliaf th
the capacity to govern depends on the capacitydgdd (Schick 1990, 2002). It is likely that
Schick’s comments will be especially relevant ia tirture for states and municipalities facing
increasingly constrained budgets resulting fronitipal and tax payer fiscal restraints (Mullins
2004; Smith 2004). Osborn and Hutchinson (20Gdhgty argue and present cases where
governments that use performance information are icagpable of generating better resource
allocations.

The second explanation for why performance budgetm may remain relevant within the
foreseeable future is the basis for this studyeriggly, | believe there are indirect effects of

performance information and budgeting that have laseof yet, overlooked. As previously



mentioned, most studies have focused on the preeabnd application performance budgeting
within governments and whether or not performantaination affects resource allocations. These
studies have looked at the “what” (types of perfamoe budgeting processes at various levels of
governments) and the “how” (determination and appbn of various information measurements),
but have not looked at the “why” performance buadlggtirocesses are increasingly used by
governments.

Frederickson and Frederickson refer to Mary Pdfkéett’'s contributions concerning the
importance of how an organization communicatesieae buy-in for successful policy
implementation (Parker-Follett 1940; Fredericksod Brederickson 2006). Establishing
relationships, trust and communication are impoftanmplementing a new process such as
performance budgeting. Interestingly, this bring®ack to Wildavsky'3he Politics of the
Budgetary Processvhere he describes budgeting as the translatifimancial resources into human
purposes. He also describes how budgeting isc@gsmf signaling through the use of a network of
communications, where information is continuallggassed and transmitted to participants
(Wildavsky 1986).

| am proposing that previous studies concernarppmance budgeting focused primarily on
the systems and processes rather than on the hdimansions associated with performance
budgeting. If, as Wildavsky (1986) proposed, budgas also about communication, relationships,
cultures, and negotiations, is there a possiliiigye are indirect effects as a result of implemgnt
performance budgeting affecting organizationalgrenfince that have gone unobserved? In other
words, is there a possibility that performance letidg may subtly change relationships and
organizational processes? Finally, | would proghbaesuch indirect effects are more likely to be

observed within local governments where administsaind political leaders may favor using



performance based budgeting processes as a megasifing the quality and quantity of outputs as
a result of their close proximity to citizens ahdit communities. One might argue that studying
performance budgeting at the local level inhilhits $cope of the research, but | would propose that
findings at the local level are applicable anddfarable to other levels of government. Studying
local government is advantageous because the small®f analysis provides for more readily
accessible observations of complex concepts suchltase and change.
Theoretical Approach

Traditionally, rational choice theory has beengheferred method for understanding
resource allocation decisions and budgetary outsoReional choice theory provides a framework
for observing hovbudget decisions are derived from the interactt@hgathering of information by
individuals attempting to maximize utility for vatis purposes within an institutional setting
(Niskanen 1971; Moe, 1984, 1989; Bendor and Mo&;198Ison 1989). Rational choice theory is
convenient for budgeting because of its connectimegsonomic theory, particularly social exchange
theory, where economic exchange activity is diyaellated to social interactions (Scott 2000).
Rational choice theory conveniently connects palitand economic theory, especially in relation to
public sector studies (Frederickson 2003). | waulglie that the same applies with public
budgeting, as described by Wildavsky (1964, 198606 (1997) improved upon the “rational
economic man” literature by introducing psychologg Auman behavior to the field. His concepts
of bounded rationality and satisficing rested ugh@nnotion that complete cognitive information is
impossible, and individuals make decisions witls lasn satisfactory or incomplete information.

Dahl and Lindblom furthered Simon’s theory by introthg incremental theory, where
decision making could be executed through incorapgeiccessive decision making processes

(branch) versus extensively detailed (root) infdramal decision making (Dahl and Lindblom 1953;



Lindblom 1959). Lindblom’s theory is especiallyensant for public budgeting where forecasting of
expenses and revenues are based upon incomptetaatibn. However, it is Wildavsky’s direct
application of incrementalism to budgeting that eetad the theory’s place in the literature. His
theory revolves around a budgetary base with inentéah adjustments, but he went much further in
describing a process of negotiations and bargacongucted within social, institutional, and
cultural settings (Wildavsky 1966). Wildavsky cortieelthe political, technical, and social aspects
of budgeting by expounding on Dahl and Lindblom853) proclamation that social and
psychology theory were essential for the unifyinftical and economic theory in order to address
public issues. Unfortunately, little has been added/ildavsky’s contributions of budgeting as a
process of social exchange. Meyers provides semsp@ctive regarding strategic budgeting, but
limits his observations to congressional budgetrogtees (Meyers 1994). Thurmaier and
Willoughby (2001) also provide some perspective ngigg state budgeting offices.

Herbert Simon (1997) declared that public admiaigin should be multi-disciplinary in its
approach, and that a number of disciplinary lensefd be applied to the field including psychology
and sociology. Public budgeting could also beffiefih such an approach. Accounting and
management scholars have already set the stagesgyaiimig these theoretical lenses into budget
theory where an economic approach focuses on prlyidescribed rational choice theory, a
psychological approach focuses on how individubbl@rs shape budgeting processes, and a
sociological approach focuses on how the role dfjbting shapes organizational process and
structures (Covaleski et al. 2003). Fortunatblgre is a field applicable to performance budgeting
that is broad enough to include all three fields$ jpentioned: economic sociology. Economic
sociology allows us to study the economic facetsuoigeting while also looking at roles, values,

norms, and culture of budget institutions; and gpsimost importantly how communication and



trust affect relationships that can ultimately eiffdae structure of organizational processes.
Economic Sociology

Smelser defines economic sociology as “the appicatf the general frame of reference,
variables, and explanatory models of sociologh#b tomplex of activities concerned with the
production, distribution, exchange, and consumptidocal goods and services” (Smelser, 1976,
43). Here, Smelser integrates concepts of econactiigties within organizations with sociological
variables related to roles, values, norms, hierascpower, coalitions, and their relationships
between each other (Smelser 1976).

Smelser’s definition of economic sociology is bagpdn traditional concepts of economic
activity. | propose that modern local governmetitvay is similar to the concepts that describe
traditional economic activity. Governments prodsesvices, distribute services, establish
collaborative exchanges (and contracts) with vesidod neighboring governments, and are
consumers of local production. Smelser indicdtaseconomic sociology is applicable to public
policy. If so, | propose that the study of the bugecess, particularly performance budgeting’'s
effect on organizations, can be studied througbcanomic sociology lens.

Economic sociology’s lineage is embedded in badksital economic and sociological
theory, but is also broad in its approach, inclgdinmerous fields and disciplines. Classic ecooomi
sociology traces its roots to the contribution€omte, who believed that economics could not be
separated from the study of society, but must lbestiwithin a comprehensive, holistic approach
(Zafirovsky1999, 2001). Durkheim, in his discussionthe division of labor contended that non-
contractual or non-market exchanges are equallgritapt to economic systems as contractual
market exchanges, and proposed that non-marksattions are embedded into institutional and

shared rule systems (Durkheim [1894] 1964; Zafkg\&099, 2003). Weber explained how



economic behavior is not only shaped by utility, dab by relationships of individuals within
political, religious and other social institutiofWeber [1922] 1968; Zafirovsky 1999, Swedberg
2001). Polanyi helped bring into focus the impartaof government as a non-economic institution,
in terms of the structure and functioning of theremny (Polanyi 1944, 1968; Zafirovsky 1999,
2001). In other words, government influences ecanawctivity, and as such, is an institutional
process within the confines of the economy. Itisan | propose that public budgeting is an
extension of Polanyi’s description of governmeniuigce on economic activity. Public budgeting
is a governmental activity that influences econceiovity, and thus applies to economic sociology.

In the past two decades Swedberg, Granovettegtheds have advanced the field in new
directions from classical economic sociology towreconomic sociology.” The key differences
being 1) displacing over-reliance on industrialgi®jogy, 2) advancing the study further into
previously here to for economic domains and 3) adwg the concepts of embeddedness including
the significance of networks embedded within sagyatems (Granovetter 1985a, Zafirovsky 2001,
1999; Smelser and Swedberg 2005). Granovettargries within institutional structures involved
in economic exchange compliments Polanyi’'s desonptf government exchange and activities.
Granovetter is credited with expanding Durkheim Botanyi's concepts of social embeddedness
through his introduction of networks and their ef§eon individual and group relationships
(Granovetter 1985a, 1985b; Swedberg 2003). SwgdBe03) furthers Granovetter’s contributions
by clarifying that new economic sociology’s focusliawn from three strands of sociology:
network theory, cultural sociology, and organizadilcsociology.

Granovetter’s observations of networks and thaindaries is compelling and relevant to
performance budgeting. His discussion of strombv@eak ties in personal relationships, later

refined to incorporate White’s coupling concepisiiing trust, control and identities provide a
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descriptive contrast between traditional line itamdgeting and performance based budgeting (White
1966, 1992, 2008; Granovetter 1973, 1974, 2005anovetter describes three different types of
organizational structures: strongly decoupled aegdions, weakly coupled organizations and
strongly coupled organizations (Granovetter 2003&)s study proposes traditional line item
budgeting is most adequately identified with thievaies of a strongly decoupled structure lacking
cross cutting ties and predisposed disposed tiitkien associated with public budgeting activity.
Performance budgeting on the other hand is bestifide with the activities of a weakly decoupled
structure more likely to develop cross cutting &ed greater consensual outcomes, as well as
pursuing innovative practices. Decoupled strustare more capable of affecting and influencing
organizational change (Granovetter 2005a). Impléatien of performance based budgeting creates
the potential for changing the structural relatiops and developing greater cross coordination
among organizations.

While there is a social process of bargaining agbtiation as described by Wildavsky
(1964), itis conducted in a manner that can bd agd exists in a rules oriented culture protectif/
intra-organizational interests (Bozeman and Rai#®8; Pandey and Garnett 2006; Pandey and
Moynihan 2006; Garnett et al. 2008). Interjectinggenance based budgeting facilitates
individuals and organizations to communicate adiasstional responsibilities. Performance
budgeting processes can create paradigm shiftsiftoarorganizational line item budgets where
line item activity is departmentalized, to a pracediere the cost for each line item activity is
accounted for across all departments. For instéineesharing of information within a performance
budgeting process may change how transactionsarestietermined, possibly influencing not only
organizational and individual relationships, buinoditely organizational performance.

One final consideration applicable to my theorétpgroach is the inclusion of
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Granovetter's and Marshal’s similar descriptions@tfivorked activities that | believe can be re-
framed to support a description of local governmanid performance based budgeting activities.
Granovetter discussed economic exchange and netsibrsiness activity, where “business groups
are “sets of legally separate firms bound by foramal/or informal ways” in a manner where there
are predictable patterns of power and interacti@nanovetter 2005b, 429). Swedberg portrays
Marshall’s industrial districts “defined by geogragat and social boundaries, not political
boundaries” (Marshall 1919, [1920a] 1961; Swedl28@B, 65). Granovetter’s pattern of activities
between formal and informal structures, combindgtl Marshall’'s declaration that political
boundaries are not essential to networks, carahsférable to performance budgeting in local
governments. Substitute departments for busirmesgpg and industrial districts, and | believe one
can find similar parallels for applying economicistogy to local government budgeting activity.
Expected Contributions

Galbraith complained in the early 1970s that rlassical and neo-Keynesian economic
frameworks focused too much on market processeapatinle of analyzing concepts of planning and
power, and that the study of economics had becomerapolitical subject” (Galbraith 1973,
Smelser 1976, 34). One could imply that Galbmai#gant economic theory had lost its links to
sociology and lineage to classical economists agclohn Stuart Mill and Adam Smith (Zafirovsky
1999). Additionally, over-reliance on rational d®theory made for a mechanistic and narrow view
of economic theory. There has since been a rastegd appreciation for the integration of
economic, institutional and sociological relatiapsh New institutional economics and economic
sociology are competing for prominence as equaheer to rational choice and exchange theory. On
a similar note, finance theory has also embradedader perspective and behavioral finance is

becoming more prominent in its field (Shiller 2008pelieve that Simon, Schumpeter, Dahl, and
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Lindblom would approve of the growing trend to irparate the interdisciplinary works of
sociology, and psychology into finance, economit laundgeting studies.

This research is intended to illuminate a missimgin the field of public budgeting, helping
to bridge a gap similar to Galbraith’s concerntfa field of economics. Findings supporting the
hypothesis that performance budgeting improves argtional performance through intervening
variables would be an important contribution ndydar budgeting but also for public
administration and organization theory. Publicdmithg has for the most part focused on processes
and systems. Institutional budgeting structuresaasll documented, but there is little knowledge
about the relationship between individuals and megdions involved in the budget process.
Wildavsky, Meyers, Thurmaier and Willoughby providsight into federal and state budgeting
processes. This research attempts to add to thedd&nowledge using local government and
performance budgeting as a vehicle for studyingethelstionships, and furthers Goldscheid’s
analysis of the budget as “the skeleton of the Stattegral to the development of the economy and
to daily social life (Schumpeter 1954a, 6; Musgra982; Swedberg 1993, 48)

Contributions to practitioners are possible assalt of answering the research question: does
performance budgeting create indirect effectseéhaance organizational performance. Studies have
concluded that performance budgeting is pervabivethe efficacy of performance budgeting
remains mixed for a variety of reasons. Sometinggekier, measuring direct effects of policies and
procedures in organizations does not tell the wtolgy, especially regarding the measure of quality
and quantity of government services. In the caperdormance budgeting, if a new organizational
process alters various organizational charactesjstrhich in turn changes the social structurenof a
organization in a positive manner, there is paéfar leveraging the results for more innovatine a

responsive government for citizens.
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Summary

This study intends to explore the possibility of geiihg’s indirect effects on organizational
performance. Performance based budgeting hastéely studied during the past two decades
focusing on changes in resource allocations, amadfto have minimal impact on changing resource
allocations versus traditional line item budgefimgcesses. The process of developing, capturing
and reporting performance information can be tinmekr@source intensive, and is subject to
interpretation. Why then would organizations corgitmuse performance based budgeting? One
reason is the promise of improved organizationdbp@ance. Surprisingly, the body of public
budgeting literature is limited in making this ceotion because of the difficulty of linking resoairc
allocations to performance.

This study attempts to bridge this gap by obsemossible indirect effects of performance
budgeting through three organizational characiesistosely linked to both budgeting and economic
sociology theory: information sharing, trust andasnzational decentralization, specifically
measuring budget decentralization. Chapter twksl@b the origins of performance budgeting
reform and its current status. Chapter three labkise origins of economic sociology and the key
concepts that are applicable to this study. Chépbersynthesizes the key elements of performance
based budgeting and economic sociology in ordpresent the study methodology used in chapter
five. Chapter five investigates the indirect ef$aaf information sharing, trust, and budget
decentralization on performance budgeting, andivemetr not these organizational characteristics
display mediating or moderating effects on the aues of organizational performance as a result of
using performance budgeting. The final chaptdrsuinmarize the findings from the study and

discuss options for further study.
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Notes

! Frederickson and Frederickson mention that appropriate use of performasceasnean
assist in the accountability and management of third party governance. | wouttianhfie
benefits of performance measures as described for the third party gmesafidederal health
care agencies are similar to the indirect effects of performaunbgeting that | attempt to
address in this study.

2 Schumpeter is credited with interpreting Goldscheid’s ideas in the iriiliesirk “The Crisis
of the Tax state,” and Musgrave is credited with framing this concept in conemyflogory as
part of public finance and fiscal sociology. While this quote is credited td $iscmlogy, |
believe it is important to the context of my study.
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Chapter 2
Origins of Modern Performance Budgeting

Modern performance budgeting grew as a result of reform efforts atlibutOsborne
and Gaebler’'s (1993) work espousing transformative government, Vice Presideist Gor
National Performance Review (1993), and the international phenomenon of new public
management (Lynn 1996, 2006; Tyer and Willand 1997; Barzelay 2001; Kettl 2002, 2005;
Frederickson and Smith 2003; Kelman et al. 2003). All of these works addkesament
reform attempts to bring about a more efficient, and effective governmente \performance
budgeting is connected to contemporary government reform in the United Statestleri
1990s and the first half of the current decade, performance budgetioga subsebf new
public management, but has been in existence long before the new public managtma.

As a result of the United States transformative reform efforts, penfmeraudgeting resurfaced
as a means to aid the improvement of government efficiency and effecsiveftes resulting in
confusion about performance budgeting’s role as both reform and process.

There is also confusion about what exatdlgerformance budgeting. This chapter
defines the origins of performance budgeting, and strives to bring clarityftorpance
budgeting’s role in modern government. After describing performance buglgeingins, two
important arguments are presented. First, perceptions of the decline of lgidgetinagement
function and subsequent emphasis of budgeting’s control function are inaccurate andetecompl
Included in this first argument is an attempt to operationalize perfornbaidiceeting. As with
many other contemporary theories, scholarly attempts to narrowly deffioenp@nce budgeting
resulted in the dilution of performance budgeting’s role (and promise) in governmeryactivi

This chapter provides a more liberalized operationalization, and in doing so argsesaihe
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point that the necessity of budgeting’s management function, actually preventethpader
budgeting from ever completely disappearing over the last century, butlipsésented itself in
various diffused conceptual processes across state and local governmentsyd laegements
are important for establishing the context for the following chapter’s thearebnnection of
performance budgeting with economic sociology.

Performance budgeting means many things to many people. Often concepts of
performance budgeting, performance management, performance informatiormpace based
budgeting, and program budgeting are used interchangeably to describe perfdrutgstiag.
The definitions used by scholars and applied by governments are equally variedebtibdy
performance budgeting entails the use of information to measure inputs, outputs, andutcome
to assist in making budget decisions for various purposes of control, management, and
accountability (Burkhead1956; Schick 1964, 1971; Hyde 1992). This study uses the term
performance based budgeting to elaborate contemporary performancermuedgdtbest
account for varying conceptual descriptions. Prior to discussing spec#s; dalfinitions, or
functions of performance budgeting, it is important to dissect the history of parfoem
budgeting. Scholars generally categorize a number of distinct periods durpagtH®0 years
where performance budgeting was applied either as reform or process (Pemgk 1971;
McGill 2001; Kelly and Rivenbark 2003; Kelly 2005).

The origins of modern performance budgeting can be traced to the beginning of the
twentieth century (Dahlberg 1966; Schick 1971; Mosher 1976; Williams 2003; Fleischman and
Marquette; Kelly 2005). Performance budgeting was part of an overall lgyfgdvernment
reformers during the progressive era to bring greater accountabilityamaberial control over

the budget process. The lead agency for developing the pre-cursor of the moderwhsdiget
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New York City Bureau of Municipal Research (Dahlberg 1966; Schick 1971; Mosher 1976;
Rubin 1993; Kelly and Rivenbark 2003; Kelly 2005).

At the time, budgeters and officials had extensive discretion in the preparadiforaat
of budgets, and emphasis was lacking in terms of standardization and routine (Powell 1917,
Willoughby 1918; Cleveland and Buck 1920; White 1933; Schick 1971). It is here that
confusion originates between concepts of new public management reform amchpede
budgeting reform. This confusion results from the interpretation and applicdtexecutive
responsibility for budget development and execution, and linking these respoasikilithe
way back to early scientific management concepts (Schick 1971; Thayer 1972m@é/RI003;
Kelly, 2005).

First, the development of the modern budget occurred nearly simultaneously with the
popularity of scientific management. Secondly, the original intent of the moderatiaty
focused on the executive branch for the purpose of planning and control, and as a means for
executing efficient and effective government (Cleveland, 1915; Schick, 1971; Rubin, 1996;
Williams 2003). Reinforcing the link to scientific management was theaesdip between
Cleveland, William Willoughby, and Frank Goodnow, all who served on the 1912 Taft
Commission on Economy and Efficiency and were closely associated with Luthek @lib
also worked at the New York Municipal Bureau. Gulick later provided the preetpaoblic
management treatise, POSDCORB (Gulick 1937; Schick, 1971; Fleischman and Marquett
1986; Rubin 1996; Williams, 2003; Kelly 2005).

Indeed, even contemporary scholars such as Lynn (2001) argued there was gonparadi
between traditional (including scientific management) and new public managedmmever, |

argue in this paper there is an important difference between performancérigudgerm and
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new public management reform that should be recognized in order to assuage thesaincer
performance budgeting critics, and to discover possible new approaches yorgstud
performance budgeting.

While performance budgeting is most closely associated with execudivagement, it is
also much more. Performance budgeting has served different purposes duehegdiiine
periods in the past 100 years. Wildavsky (1964) stat@tiénPolitics of the Budgetary Process
“The purposes of budgets are as varied as the purposes of men....Nothing is gaisiede ther
insisting that a budget is only one of those things when it may be all of them or maniints
of things as well.” This statement rings true for how performance budgeforgn has been
applied during different time periods. While it is true that performance kindgeas initially
intended as a tool for executive management and planning control, it also served aaiumber
other purposes.

Performance budgeting provided a means for gathering information anahittanrgs
information not only for efficiency, but for a “better understanding of municigiality and its
results” (Cleveland 1904, 397; Williams 2003, 647). In other words, inform numerous actors
and stakeholders about agency operations in a manner that would otherwise possibly go un-
noticed. Performance budgeting information and reports could be used to inform and improve
government services. Performance budgeting also presented the po$srtigasuring
outputs and outcomes, and to present budget and performance findings to the publicdDahlber
1966; Khan 1997; Williams 2003). Such efforts could ultimately promote better informed and
cooperative citizenship, enhancing the efficiency and utility of governseewices (Bruere
1912; Williams 2003). My point here is performance budgeting’'s promise is edgential

unchanged from Breure’s assessment in 1912, originating from Progressivel&sapbies.
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But it was not just the New York Municipal Bureau’s involvement in the promulgation of
Performance budgeting. Numerous other major metropolitan cities weegmagnting with
budgeting initiatives. Additionally, a number of agencies were involved in tledagenent of
useful techniques to gather performance information including the Associatilonpi@ving the
Conditions of the Poor (AICP), International Commerce Commission, and the Censas,Bur
which introduced the use of social surveys to capture useful information. Initi@be surveys
gathered information on New York City’'s settlement houses, providing social atid hea
indicators used to assist in the improvement of social welfare conditions. Thesgssuent
beyond simply providing information, they were used in “full scale policy analysisleven
1912, 272; Williams 2003, 647)f'he New York Municipal Bureau later borrowed this practice for
obtaining outcome information for the purpose of making better informed budgetisgdsci

(Dahlberg, 1966; Krause 1980; Rubin 1996; Kahn 1997; Stivers 2000; Williams 2003).

From Origins to Evolution: Reform Innovations Are Not Static

This dissertation was motivated in part by Robert Merton’s (1936) unintended
consequences of social action regarding massive change in government and policy
implementation during President Roosevelt's New Deal era. Merton’s concepntitijpzded
consequences has been a mainstay of public administration and public policy dtudessd to
expand on Merton’s observations by proposing that unintended consequences are not always
clear and precise. The consequence of change in government activity cdayeyée and
subtle, not immediately observable, and 2) positive change is equally possibiegmsetation
of unintended consequences in the public administration literature is one of negaibtipes

associated with policy and reform change).
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Schick (1971) aptly describes an example of unintended consequences resulting from the
adoption of the executive budget throughout state and local governments early imtrettiwe
century. Although the original intentions of the innovators at the New York Municipah&ure
the 1912 Taft Commission, and 1937 Brownlow Commission strongly advocated the adfficacy
the executive budget, something happened as the executive budget process was imdplemente
(Goodnow 1912; Schick 1971; Kelly and Rivenbark 2003). According to Cleveland, the
executive budget was originally intended to 1) document stated policies and programs, 2)
coordinate government activity, and 3) provide a control process to prevent waste adatous
no budgeting process could equally accommodate all three policies and budgeteoly
advocates prevailed (Cleveland 1915, Schick, 1971).

As the executive budget was implemented and institutionalized, the emphasis on the use
of information to improve administrative processes shifted focus to the contsqleriditures.
Originally the executive budget provided information about efficiencies aadtie#ness of
government activities, but legislative bodies became interested in how suchaitiéor could be
used for oversight purposes (Sands and Lindars 1912; Schick 1971; Williams 2003). At the
time, controlling expenditures was an important concern of legislatorseaslaaf the
Progressive Era movement. The New York Bureau of Municipal Research Ieftbitte to
refine the executive budget by developing separate, functional categsEnoing that
facilitated the accountability process for actual expenditures (Rgasde 912; Williams 2003).
Functional accounting and categories provided an important link to past histepeatiéure
activities and proposed future activities, as well as indicators of the produofigipecific
activities.

Over the next several decades the use of functional budgeting categoriasalgvent
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termed line “item budgeting” grew as accounting professionals assumextpiin the budget
process and refined functional categories from their original managemeesttb an accounting
focus (Dahlberg 1966; Schick 1971; Kahn 1997; Williams 2003). As standardized line item
budgeting matured, the accounting functions normally within the oversight of ceadrsiate

and local budgeting offices promoted and interjected their influence into the budgetiegy
(Schick, 1971).

The advent of routinized budgeting processes and uniform accounting cléesidica
allowed greater participation from both budgeting officials and inteféstgslators, causing
interest to shift from outputs and outcomes, to control of inputs. This evolutionary phenomenon
was a consequence of accounting professionals’ influence in the budget processthegause
generally supervised budget activities. Accounting practices encdutagase of “objects of
expense” focusing on inputs rather than functional activity as a means tftingtcontrol
procedures (Dahlberg 1966; Schick 1971; Kahn 1997; Williams 2003). This focus on objects of
expense and line item control allowed central budgeting authorities andteggjreater access
to influence budgeting process inputs (Schick 1971; Fleischman and Marquette 198 Mulli
and Pagano 2005). The routinization of accounting functions allowed budget officers to exert
their prominence in the budget process. Line item budgeting allowed budgetoffieiability
to influence how information was provided to legislators, how expenditures flowed from
appropriations, and ultimately the ability to restrain agency expenditures theibgdget
execution cycle (Graves, 1932; Schick 1971). Schick adroitly compared central budggt age
budget control to bureaucracy’s proclivity for expansion, control, monitoring, aodirey
(Downs 1967; Schick, 1971).

The evolution to control oriented budgets and the prominence of the central budgeting
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office with legislative oversight should not be considered a negative consequertpeteotite
contrary. Budgeting’s control function compliments public administraticrsern for
democratic control of bureaucratic agencies (Friedrich 1940; Finer 1941; Tullock 196s Dow
1967; Niskanen 1971; Heclo 1977; Moe 1984, 1989; Waldo 1984; Meier 1993; Wood and
Waterman 1994; Rubin 1997a, 1998, 2005; 2006; Wildavsky, 1964, 2001; Schick 1978; Meyers
1994; Thurmaier and Willoughby 2001; Radin 2000, 2006; Frederickson and Smith, 2003). The
evolution to control oriented budgets also helped clarify Key’'s (1940) recognition tha value
mattered equally as much as efficiency and effectiveness when makireg blldgation
decisions. This discussion is important because while this study highlights bgtigeti
management functions, it cannot ignore the importance of budgeting’s control functions.
The control oriented budget also laid the foundations for incremental budgeting
(Lindblom1959, 1979; Wildavsky, 1964). These foundations served to strengthen the
institutionalization of the line item budget, which still prevails throughout di@tcy today.
Line item budgeting’s reliance on inputs places an emphasis on historicatd)uwdgemitments,
and expenditures. This allows for greater supervision and cost control by legistabdansld
the “power of the purse” (Fenno 1966 Wildavsky and Caiden 2004). To be clear, | amgeferri
primarily to legislator’'s appreciation for the power to control not just apptepr& but the
behavior of agencies in order to achieve stated political or policy goals (kia964, 1978).
Incrementalism provided a vivid description of line item budgeting and stakeholdeas’ite
interests, and in many cases projections of future activity (even though pribzsed on
historical information!) from the concepts of budgetary bases, mutual biangdiexibility and
predictability within the budget process.

The appeal of incremental budget theory, although never adequately operationalize
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empirically confirmed, was powerfully descriptive, serving to reinfoheeinstitutionalization of

line item budgeting (Natchez and Bupp 1973; Wanat 1974; Bailey and O’Connor 1975; LeLoup
1978; Wildavsky 1979; Padgett 1980; Gist 1982; Berry 1990; Rubin 1990; Jones et al. 1997,
Wildavsky and Caiden 2004)Vhile some might lament Sayre’s declaration of the “triumph of
budget control’'s technique over purpose,” the more important paiot teat the management
functions of the executive budget were subsumed by budgetary control functions, but thiat budge
reform is evolutionary and reflects the time period in which it was oregghamnd implemented

(Lahee 1917; Sayre 1948, 135; Schick 1971, 21; Forrester and Adams 1997, 468).

Interest in performance budgeting reform began to re-emerge duringuhBéée era in
response to the massive growth of government agencies. The need for managimgitite gr
federal budget and multiple new agencies brought a renewed interest in the neamagem
functions of the budget. Critics thought the federal Bureau of the Budget tetft wacthe
routinization of the budget process and lost concern for the management and coordination of
budgeting activity. The President’s Commission on Administrative Manageesulted in the
reorganization of the Bureau of the Budget, moving from the Treasury Depattnibe newly
created Executive Office of the President in 1939 to better assist in the managad
coordination of budgeting and government activity (GPO 1937; Smith 1945; Schick, 1971). As a
result of the reorganization and heightened emphasis on management techniquategdstul
Gulick's POSDCORB, a number of federal agencies including the Departmagtiofilture,
Tennessee Valley Authority, Census Bureau, Forrest service, and BuiRadamhation
implemented various management functions and measurement techniques to assist in budg
activities (Gulick 1937; Schick 1971).

Performance budgeting’s focus at this point in time focused on the measurement of
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government activity, which | believe is a major focus of contemporary perfoentanigeting
reform. Clarence Ridley and Herbert A. Simon conducted a study for the lideah&ity
Managers Association (ICMA) in 1938 and reprinted in 1943 providing the context that
performance measurement serves as a beneficial tool for both legiatedadministrators for
decision making purposes (Ridley and Simon 1943; Burkhead 1956; Schick, 1971; Tyer and
Willand 1997). This push for measuring government activity for budget decision making
immediately subsided as World War Il erupted.

From a public administration stand point, World War Il caused a massive fundamenta
shift from a management focus to more humanistic and values oriented approach to
administration. Noted scholars such as Waldo, Simon, and many others who were invéived wit
the technical management of war processes learned that government coellg swely upon
scientific or technical processes to manage large government agencigs (\8&4; Schick
1971; Simon, 1997). A new focus emerged favoring democratic control of bureaucracy and
rational processes to manage big government. But this was not exactlyethathdsudgeting.
The management aspect of budgeting retained its traction from before the vitarfdamuts
shifted to from performance measurement to functional accounting dassiii.

The driving force behind this change from measurements to functional accounting
classifications resulted from the two Hoover Commissions released in 1949 and 1955. The
Commissions, named after ex-President Herbert Hoover were officeatiga the Commission
on Organization of the Executive Branch of the Government. These
Commissions were intended to provide recommendations to the Congress by a highly
experienced and respected body of government experts to assist both legsidtor

administrators in dealing with the robust growth of the federal government.
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Previously termed “activity budgeting” or “functional budgeting,” the t&performance
budgeting” was the invention of President Herbert Hoover, as a means of lendsmggagal to
a new and improved method of budgeting (Mosher 1954; Schick 1971). The Hoover
Commission presented performance budgeting as a means to improve management and
efficiency while strengthening executive / legislative relatiips Performance budgeting
would establish management boundaries and responsibilities, the costs for Seovicesich
work to accomplish for delivering a specified level of services, and measutts fgased upon
specified performance measurements (Seckler-Hudson 1953; Burkhead, 1956; Hyde 1992).
While the spirit and intent of performance budgeting was to improve managemerdgrfsnics
focus was towards accounting classifications favoring budgeting’s comtictidns. One might
argue the Hoover Commission’s intentions for performance budgeting reforrantianally
assisted in strengthening public budgeting and finance’s insularity front poéhiagement.

Performance Budgeting: Old or New?

This new interpretation of performance budgeting centered around a ¢hahgdudget
form for the purpose of grouping revenues and expenditures in a manner aiding budget and
administrative decision making (Burkhead 1956). Two diverging points of view existlirega
the efficacy of performance budgeting as a result of the Hoover Csiamis
recommendations. The first point of view is the new budget form failed becauge of th
complexity of functional accounting classifications, their questionaldéaakhip to service
outcomes, and the inability to adequately measure outcomes (Seckler-Hudson ille63986,
Tyer and Willand 1997). Additionally, performance budgeting lacked the toolsaarador
these difficulties, compounded by the absence of strong advocates for imiphgnaebudget

process change. Central budgeting officials resented the incursion of mamageocesses on
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their turf. Performance budgeting was perceived as inferior to linebiiglgeting. Attempts to
measure or account for budgeting activity were futile because “bndget®0 percent common
sense,” implying that central budgeting officers and examiners weeeintaitively capable of
managing the budget process and providing informed recommendations to executive and
legislative budget decision makers (Gentilcore 1958; Schick 1971).

The other point of view is that performance budgeting never really died out, but was
hybridized as a result of differing implementation by various state aatigogeernments.
Schick contends that hybridization, or the partial implementation of perforrhadgeting was
a conscious decision by implementers to minimize resistance from vatakgsholder interests,
and complexity of the performance budgeting process (Schick 1971). Wrelausthkocal
governments were adopting bits and pieces of performance budgeting, its applicas@uiast
theoretical form fell out of favor as a result of a new budget reform, praogudgeting.

Program budgeting, or more specifically Planning, Programming, Budgetatgns
(PPBS) was developed during World War 1l and emerged in the early 1960s througtmi2apa
of Defense and the Rand Corporation efforts to insert the management functiamofglato
the program budget process (Mosher 1954; McKean 1958; Hitch and McKean 1960; Anthony
1971; Hitch 1965; Novick 1965a, 1965b, 1966; Schick, 1966; 1973; Enthoven and Smith 2005).
The use of PPBS slowly migrated to other government agencies afiteejpsion by the
Defense Department in 1961, but it was President Johnson’s 1965 directive that dll federa
agencies implement PPBS that brought this budget reform to the forefront of budgetitg ac
While PPBS may have burst to the forefront of public attention, it failed to takeriblaas
renounced by the federal government (with the exception of the Departmegieotb) in 1971

as a failed reform (Schick 1973; Wildavsky 1986, 1989a, Harlow 1973; Kelly 2005). DiMaggio
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and Powell (1983), March and Olsen (1984, 1989), Scott (1995), and Selznick (1996), among
others remind us that budgeting roles, rules, identities, and routines once kegifiare very
difficult to reform. Like other reforms though, elements of PPBS remararious forms at all
levels of government (Hatry and Cotton 1967; Mushkin 1969a,1969b; Schick 1971; Kelly 2005).
Whether by accident or design, the latest round of performance budgetimg ref
addresses many of the institutional and cultural concerns ignored by presfiouss. The
intent of the current performance budgeting reform sought to bring about neenefes
through the collection and assimilation of agency performance informatibeequently
facilitating better management and policy decisions, and ultimately effactive government
services (Martin 2002). One of the most important differences between thet penfermance
budgeting reform and previous budget reform lies in agency implementatidmer Retn
attempting to change theidget formatas previous performance budget reforms), the current
performance budgeting reform changes the budget process (Sayre 1948; Schick 1971, 1978;
Wildavsky 1978, Grizzle 1986; Rubin 1992a, 1992b, 2005; Forrester and Adams 1997; Kelly
2005)® The distinction between budget format and budget process is important. Changing
budget format has been the preferred method of implementing reform, but successfully
reforming budget formats has been limited at best. The Hoover Commissidotsnagrce
budgeting, PPBS, and zero based budgeting (ZBB) reforms all focusedrmgirng budgeting’s
format to achieve desired reform outcomes.
While performance measurement activities are central to performancdibgdtie
measurements themselves are only useful if they are integrated into thedrodgss. The use
of performance information in the budget process varies from government to gemgrnm

similar to Schick’s description of hybrid budgets, based on the specific needs aad desi
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individual government$. As a result, the current performance budgeting reform does not
necessarily threaten entrenched budget stakeholder interests as had peésimss Post
World War 1l performance budget reform, PPBS and ZBB were percesvidaeats to the
powerful influence of budget officers and analysts and the predominance of budgeting
accounting function (Burkhead 1956; Gentilcore 1958; Schick 1971; Forrester and Adams 1997;
Thurmaier and Willoughby 2001). Changing the budget format raised the possibili
changing organizational structures, replacing the emphasis from mgigettcounting control
function to a managerial function (Schick 1964, 1966, 1971, 1978). This was an affront to
budgeting professionals (mostly trained in the accounting function of budgeting)evbo w
skeptical that performance and program information were anything moreughalereental
information incapable of trumping the expertise and judgment of professional énsdget
(Gentilcore 1958; Schick 1971; Howard 1973).

The current performance budgeting reform was also different becetsad of focusing
on outputs as had the previous reforms, outcomes became the central focus. Pe&formanc
information would be used to assist budget decision making in order to influence and improve
outcomes (Melkers and Willoughby 1998, 2001; Hatry 1999; Willoughby and Melkers 2000,
2001; Martin 2002; Kelly and Rivenbark 2003; McNab and Melese 2003; Holzer and Yang
2004; Ho and Ni 2005; Ho 2006a; Yang and Holzer 2006; Walker 2007). The outcomes
orientation is where the management function of budgeting becomes the cenisal hitially,
this focus oriented on executive branch and agency accountability for producing aiilcome
concert with stated or directed agency goals, but has since been used to descriter @hum
different approaches.

Performance budgeting is a means for developing better links between public
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management and policy making to implement more effective public polices, and tleus mor
effective public services (Coggburn and Schneider, 2003; Sterck and Scheers, 2008)an8terc
Scheers describe how policy objectives are overly abstract and vague, do ngttgpecif
constraints, and generally do not establish causal relationships betweendofuts, and
outcomes. Performance budgeting provides a means for addressing thesdastiteging the
possibility for better management and government policy decision making. @oribyr
performance indicators provided by the Government Performance Projeet{Bad Greene
1999, 2000, 2005, 2008; Coggburn and Schneider 2003) illustrate a government’s capacity to
manage, which is directly related to how well a government distributes oaléenefits and
services. Performance indicators offer the possibility of assistingkimghpolicy decisions

more in line with stated government priorities and anticipated program outcomes.

More recently, research on budgeting’s the management function helps us to understand
the importance performance management’s role in implementing performaneithgdgform
(Ammons 2002; Lu 2007). This is important because such studies indicate there is more to
performance budgeting than simply determining whether performance buddtgtotg budget
allocations and appropriations. Focusing on the management function quite possihly mew
avenues to research and apply performance budgeting in a manner that improves both public
management and the delivery of public services.

The multitude of performance budgeting definitions makes a theoretical studyisar
times. Scholars do not agree what definition should be used to describe performantediudge
But there is an explanation for this conundrum. Budgeting is a multi-functionatyatiiat can
be approached, studied, and implemented in many different ways (Schick 1966; Wildavsky

1978). Performance budgeting terminologies include performance informatitormnce
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management, performance budgeting, performance based budgeting, and even program
budgeting (confusingly linked back to PPBS). Compounding this dilemma is the number of
approaches for studying performance budgeting. Reform, measurements, do&manm
accountability, outputs, outcomes, strategic planning, programs and processes)dragizen
engagement, are but a few means for approaching the study of performance budgeting

However it would not be too presumptuous to offer that most studies of contemporary
performance budgeting at the state and local level have in one form or anothezdmrent
determining whether government agencies use performance budgetindyethdnperformance
budgeting as a decision making process influences legislative appooial here is little
proof that performance budgeting significantly influences the legislgbhpepriations process
reinforcing the political rationality approach to budgeting, the dominancentrfat budgeting
authorities, and the control function trumping the management function of bug@ktyte
1993, 1997; Rubin 2005; Moynihan 2006a; Ammons 2008). Finally, the never ending arguments
that performance budgeting is too complex, that performance information istsabjec
manipulation, and local governments lack the capacity or political support to adequately
implement performance budgeting continually concern budgeting scholaksn (F097b, 2005;
Pollitt 2000; Radin 2000, 2006; Bouckaert and Peters 2002; Heinrich, 2002; Schick 2003;
Dubnick 2005;Moynihan 2006a; Yang 2009).

There remains however, an interest in readdressing the merits of Eeréerimudgeting
from the management function approach. For instance, coupling performance irdoramati
performance management can lead to better methods for analysis of pec®infarmation
(Lu, 2007; Ammons 2008). This is an important trend because much of the criticism of

performance budgeting originates from the conventional wisdom that paigteadality and
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budgeting’s control functions continue to prevail in budget theory (Whicker 1992; Wildavsk
1964, 1978, 1989a).

And while the writings of many prominent budgeting scholars tend to support this
hegemonic theoretical prevalence, when one delves deeply into their writings béilmcing
pragmatic tendency can be found leaving open the possibility of alternativaelpgs to
budgeting theory (Wildavsky 1964, 1978, 2001; Schick, 1966, 1971, 2003). For instance Schick
(1966, 2003) has discussed performance budgeting’s potential for over fosyofeam
critically, but states when used under the proper conditions performanceibgdgetimprove
public budgeting practices. Wildavsky (1989b, 29) believed that existing theory was not
permanent (not to be taken for granted, but permeable), and the task of budgeting sdbolars is
“make theory out of disparate and disconnected material.” Finally, Heclo (1994ate9) that
we “should analyze budgeting as a complex, adaptive system.”

These statements are important for two reasons. First, there has beemlargsméo
conclusions that the current round of performance budgeting reform is new and that
contemporary performance budgeting is distinct from previous performanceibgdgeactices.
Secondly, based on this presumption, | argue that performance budgeting has lieeadl poac
many decades at frequency not unlike today, and thus there has been a snedlee indhe
frequency of its use than previously offered by contemporary studies. This pmpbigant
because it links back to the observations of Schick, Wildavsky, and Heclo above. |am
proposing performance budgeting was not new when the current round of reform occusred. It
not reform for the sake of reform that is important, but the adaptiveness of perderma
budgeting to meet a disparate number of needs by state and local governmentgéoamdna

provide services based on allocative constraints and economic conditions over theegpalst se
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decades.
Defining Performance Budgeting

Defining performance based budgeting is no less difficult than defining a comginghe
budget theory that has been bantered about for decades. A comprehensive budget theory is a
evolving phenomenon and has yet to crystallize. Tensions continue to exist betwedivaorma
and empirical approaches to budgeting, and whether or not budget theory shoulddiasaie
or consist of multiple discrete theories. (Key 1940; Lewis 1952; Wildavsky 1961, 1964; 1988;
Schick 1988; Rubin, 1988, Forrester and Adams 1997).

Budgeting is also multi-functional, it has many purposes, some often overlooked.
Wildavsky said it best when he stated “budgets are as varied as the purposes of ren,” wh
budgets serve many purposes” (Wildavsky 1964, 4). Performance based budgating i
different, serving many purposes, but never the less deserves attention. Wethdiseounted
the value of continuing the pursuit towards a comprehensive theory of budgeting, and thus
should not discount the value of performance based budgeting because there is no universal
agreement on exactly what performance based budgeting means. Mymigndi introduce
some clarity to support my hypothesis regarding agency manager panseytivhat
performance budgeting is, and whether or not performance budgeting is used in the@sagenci
More specifically, it is th@rocessof performance budgeting rather than a precise definition or
format for performance budgeting that is most important.

At the beginning of this chapter, | provided a general definition that performance
budgeting involved the use of information concerning inputs and outputs to assisuntees
allocation decisions, primarily to support agency management functions for theqraiis

efficient and effective government services. Even this excesgjgalral definition is subject to
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debate (Joyce 1996). Burkhead stated “There is no precise definition of padermalgeting;
it has come to mean something different in every jurisdiction which puts it into iopérat
(Burkhead 1956, 139). After observing a number of government agency performancegudget
practices, Burkhead observed that a standardized practice of performanegnigualcyoss a
wide spectrum of government agencies was improbable because the nquerdeanance
concepts must evolve from the political and administrative framework of eaehngoent’s
specific needs. Additionally, a governmental unit’s size and complexity of mreyatfluences
the development of performance budgeting practices (Burkhead 1956).

Burkhead’s conclusions are echoed by contemporary budgeting scholars (Jo$ce, 199
1996; Melkers and Willoughby 2001; Rivenbark and Kelly 2006). Not with-standing an
operationalized definition of performance budgeting, contemporary scholars haee studi
performance budgeting from a number of approaches providing diverse performandagudge
concepts and definitions. Rivenbark and Kelly (2006) describe performance budgeting
normative terms, where performance results are used to inform allocatisioe during
budget preparation and budget adoption. They believe performance budgeting should focus on
process, rather than outcomes, where the use of performance measurementsicemnhbine
supporting budget requests constitutes performance budgeting regardless of suwdther
information subsequently influences allocation decisions. Their focus clearly sutbyor
management and accountability budget functions described by Schick and others.

Melkers and Willoughby provide two important concepts in their evolving definition of
performance budgeting: strategic planning and opening of communications betvieremdif
actors in order to become more efficient and effective in the management of gavernme

operations and services. They define performance budgeting as the develojpagentcy
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mission, goals and objectives combined with a process that requests quantifepl®daing
meaningful information about program outcomes that may then be useful for rescaoaal
decisions (Melkers and Willoughby 1998, 2001, and Willoughby and Melkers 2000, 2001,
Willoughby 2004). Equally important, they also discuss potential synergies thraugh th
recognition of behavioral theories linking incentives of output and outcome targets tduadlivi
and group performance (Melkers and Willoughby 1998, 2005).

Robinson and Brumby (2005) provide an almost fully encompassing definition where
performance budgeting is a process strengthening links between public fundmautsr i
outputs and outcomes, using formal performance information for resource allocatsardeci
making. Their definition includes a broad range of measures, output and outcomendatts, a
assessment of efficiency and effectiveness through various analytical Tbels perspective is
clearly management focused when they state that performance budgeinegibjectives are
“enhanced allocative and productive efficiency” (Robinson and Brumby, 2005, 5). McNab and
Melese (2003) take a more general approach where performance budgetynoisadive or
reform attempting to quantify public sector outputs and outcomes, specificalgstarce
allocation decision making in the budget process.

A number of scholars however, are not comfortable with such a broad operati@mralizat
of performance budgeting. The most prevalent reason is the lack of findings that suppor
performance budgeting’s promise of influencing resource allocations (Joyce, 16868 &d
McGuire 1995, Jordan and Hackbart, 1999; Larkey and Deveroux, 1999; Melkers and
Willoughby 1998, 2000, Willoughby 2004; Wang, 2000; Rubin, 1992, 2005; Sterck and Scheers
2006, Gilmour and Lewis 2006a, Ho, 2006a; Moynihan, 2003, 2006b). The weak links between

performance budgeting and resource allocation caused scholars to overly focuseuireciy
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of using performance budgeting rather than how performance budgetingafieanagement
decision making outside of the political process. Their logic was performapnceation is
valuable for budget deliberations and therefore important, but irrelevant for bedgabod
making. The traditional budget process continues to prevail because politicallitstioriae
legislative process prevents performance budgeting from ultimatélgmaing resource
allocation decisions (Schick, 2001; Andrews and Hill, 2003; Sterck and Scheers, 2006).
Those scholars who focus on performance information include Joyce (1993, 2003) who
believes performance information could be used to improve all stages of the budgetfpoatess
budget preparation through budget evaluation. Wang and Berman (2001) discuss how
performance information relies on the capacity of organizations to manghapaly the
appropriate resources consisting of people, funding, knowledge, and time to the budgst proces
Behn (2003) and Holzer and Yang (2004) believe that agencies use performancesteasure
evaluate and measure goals, and to motivate individuals and agencies to stnyedogement.
Hilton and Joyce (2003) elaborate that performance measurement regecgging a complex
set of relationships involving inputs, outputs, and outcomes that are difficult to eladfy
account for political and value judgments, resulting in their conceptual preéeiar
“performance informed budgeting” rather than performance budgeting. @Q#eroffered
performance information’s potential for improving citizen trust and engagemdrgequently
improving government performance through collaboration between citizens aghigewnt
officials (King, 1995; Melkers and Willoughby 1998; Ho 2003; Ho and Coates 2004; Ho 20064,
2006b; Franklin and Edbon, 2005; Yang and Holzer 2006).
Alternatively, Lu (2007) provides an informed discussion attempting to bridge the

perceived gap between performance information and performance budgetirigpégtohg the
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management function in Budgeting. Essentially, she states that performanagement is the
key to linking performance information and budgeting. She also updated Lauth’s study of
agency use versus budget analyst use of performance information confirmiagehey use
continues to grow in use and appreciation (Lauth 1985). Her study also reinforcesstiespr
that performance budgeting and performance measurements promote bettgriakihanking
and processes (Hatry 1999, Schick, 2001; Ammons 2002, 2008; Sterck and Scheers, 2006).
Contemporary Budgeting.....Or Not.....

Regardless of performance budgeting’s promise or skepticism, thetensnaon
perception pervading most of contemporary performance budgeting litergtereurrent
iteration of performance budgeting reform (ongoing for more than one and adededgis new
and distinct from the previous attempt attributed to the 1950s Hoover Commissions. There is
also a perception that by 1960 performance budgeting reform had faded away, not to réturn unti
the emergence and attention of the new public management reform movementreufinsg t
Clinton Administration spearheaded by Osborne and Gaebler’s treatise andr¥stdent
Gore’s National Performance review (Schick, 1971; Osborne and Gaebler, 1993, Goré, 1993).

Schick (1971) contends that performance budgeting’s demise resulted from iesuffic
studies confirming the validity of performance budgeting. Traditionalitem budgeting was
developed to ameliorate public discontent of corruption while the Hoover Comngssion
performance budgeting derived from massive growth in government and networkesiprate
organizations, but lacked a crisis to institutionalize a new budget procegk(3871).
Schick’s remarks are supportable if looking at budget formats, but if instead Ipudgesses are
analyzed, performance budgeting did not altogether disappear from aamemdunction

perspective. Schick provided a study by the Tax Foundation Inc. (1965) finding 38at
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performance budgeting or program budgeting in their budget documents (Schické 1971).
Schick’s own analysis of state budgets from 1962-1969 determined that 35 of 48 statexisurvey
used some form of performance budgeting based on his conceptualization of hybrid.budget
Performance in this case referred to the inclusion of (1) narrative inform@?) activity
classification, (3) workload data, and (4) use of cost statistics (Schick, 1971)

One might argue that Schick’s hybridization of performance budgetingutsra@es not
adequately relate to contemporary performance based budgeting. But | phepiosedrtance
is not exactness of definition, format, practice, or even process because @fdhkeydpf
operationalizing performance budgeting’s definition and exactly what it nieanmsre than
80,000 different units of state and local government (Hilton and Joyce 2003).isWwhportant
is finding state and local governments practiced performance budgeticgpts that still
continue today despite the rise (and fall) of PPBS, ZBB, and TBB reforms.

The furor of PPBS began to subside around the same time that state and local
governments began to experience difficulties balancing budgets as a resu#iraf secessions
in the 1970s and early 1980s. Additionally, there was pressure from the rapid grovidarof ur
cities and a pent up demand for providing effective services in these urban areafbain
Institute and the National Commission on Productivity led the drive for resegpbrting the
growing public management challenges faced by urban areas (DonVito spd $1€0; Hatry
and Dunn 1971; Hatry and Fisk 1972; Winnie and Hatry 1972; Urban Institute and International
City Management Association 1972; Waller et al. 1976; Hatry et al. 1977; Holzer ¥ @nd
Staffeldt 1977; Hatry 1978). In a “meta” review of seven budgeting books mostiygiedth
state and local budgeting, Axelrod (1973, 584) remathkenteasingly, budgeting will focus on

total performance, on input as well as output, on productivity as well as program impact, on
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systems and procedures as well lofty policy analysis, on manpower utilization as well as
measures of effectiveness, on making do this year as well as looking over the horizon, on
resource management as well as program implementation, on constraints as well as
opportunities.”It would not be long afterwards that state and local governments experienced
financial challenges from a series of recessions and hyperonfiduat reverberated until the
mid-1980s. State and local governments would need to find productivity efficien&ied to
budgets.

Friedman’s (1979) study of performance budgeting in 88 cities found more than 70
percent of the cities used activity categorization of expenditures, prograrotamig aarratives,
and 50 percent of the cities used workload measurements. He also found 75 percent of these
cities provided management reports relaying this information to city colineifsile the results
of his study lacked robustness, Friedman provided some interesting conceptstadynyFirst,
he remarked that performance budgeting achieves its effect when it smantiees. Some
budgeting scholars have used this concept to question the validity of performancengudget
(also productivity or efficiency based budgeting processes) bebadget routinesnfrequently
changgSchick, 1966, 1971, Poister and McGowan 19&dith, 1987, Forrester and Adams,
1997, Rubin, 1997b, 2000, 2005). But if we think about Schick’s management routine
discussion, maybe performance budgeting can also achieve its effectaifige®therroutines
within an organization. Secondly, Friedman believed performance budgeting couje tihan
interactions within organizations, and that new information flows and networks could prawvide f
new relationships and power configurations within organizations (Friedman, 1979).dl woul
clarify that maybe power configurations don’t change, but that other relationshgetehnsstics,

such as cooperation and organizational communication patterns might change.
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While Friedman focused on traditional performance budgeting concepts, scholars in the
1980s shifted focus to performance measures that could improve the productieweofrgent
services. Interestingly, these scholars observed similar chadlaffgeting performance
budgeting practices throughout time, including the determinacy of valid paricenmeasures,
garnering support from organizational leadership and legislative autlaritythe role of the
central budget agencies versus governmental departments for intgrjpeatiormance measures
(Poister and McGowan 1984, Grizzle 1982, 1985, 1987; Ammons 1985; Klay 1987; Lauth,
1987; Premchand 1987; Rabin 1987a, 1987b, 1988). However, scholars also confirmed positive
correlations between budgeting and productivity. Cope (1987) found that 60 percent of B58 loca
governments developed performance indicators used for budgeting and managemstsrto bol
organizational productivity. O'Toole & Stipak (1988) provided similar findings thegrating
budgets and productivity measures was prevalent and acCepatr findings indicate an
expansion in the use of performance measures to aid in budget decision making fradh the m
1980s until the mid-1990s, but have since tapered off (Poister and Streib, 1994; Lee, 1997,
O'Toole and Stipak 2002).

Revisiting Performance Budgeting’s Promise

What exactly what is the state of contemporary performance based bg@g&cholars
have spent considerable time exploring the status and progress of performantadpotge
the past two decades. General findings indicate performance based bualgitenstate level
has little influence on legislative processes and weak linkage between @gréerand resource
allocation (Joyce 1993 1997; Broom and McGuire 1995; Jordan and Hackbart, 1999; Melkers
and Willoughby 1998, 2001; Gilmour and Lewis 2006b; Sterck and Scheers 2006; Melkers

2006). Others believe performance based budgeting is not effective because ibcarocwhe
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the tendencies of political rationalities and value judgments that preventast dcst

performance information is used (Wildavsky 1964, 1979; Rubin 2000; Kelly 2003; Hilton and
Joyce 2003; Shah and Shen, 2007). Moynihan (2006a) goes so far as to propose performance
based budgeting is incompatible with the US style of democratic governmeansbexf its
(perceived) relationship with new public management. He is suspicious céxhlitly

inherent in the management function of performance based budgeting. His concern (ahd others
is directly related to perceptions that flexibility is incompatible waboaintability processes

(Moe 1994; Terry1998; Radin 2000, 200&/oynihan’s concerns are not new or unusual tracing
back to the study of the politics - administration dichotomy (Wilson, [1887] 1941).

Others however, are inclined to believe that performance based budgeting holds
unfulfilled promise (Ho, 2006a). Performance based budgeting has been found to bring value to
the budget deliberation process, the budget decision process, and communications between
central budget offices and departments (Broom and McGuire 1995; Poisterebd $99;
Willoughby and Melkers 2000, 2001; Ho 2006a; Rivenbark and Kelly 2006). Melkers and
Willoughby (2005) and Melkers (2006) provide the most detailed observations yet looking
beyond performance budgeting’s direct influence on organizational and iegiglaicesses,
asking whether or not there are changes from traditional relations and comatounpatterns
between actors as a result of implementing performance based budgeting.

Local government performance budgeting studies fared much likegetagenment
studies. A number of these studies look at the prevalence of performance basadgudget
cities and counties. One important difference between state and localrgené performance
based budgeting is the difficulty in generalizing the findings. The variabéitween

interpretations of performance budgeting between 50 states and thousandsgaMerahents
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is quite vast (Hilton and Joyce, 2003). Performance based budgeting varied frono studhy t
with performance budgeting usage ranging between twenty and seveatypsgcent of local
governments surveyed (Poister and Streib, 1999; Wang, 2000; Kelly and Rivenbark, 2003, Ho
and Ni, 2005; Melkers and Willoughby, 2005; Mullins and Pagano 2005; Rivenbark and Kelly
2006).

Variability also existed in how surveys were operationalized. Survey sanapiged
from large cities to city and county governments with populations over 50,000, andigsesall ¢
with populations as small as 2,500. The smaller cities are equally importantheganake up
the bulk of local governments (Poister and Streib, 1999; Wang, 2000, 2002; Berman and Wang,
2000; Wang and Berman 2001; Kelly and Rivenbark, 2003, Ho and Ni, 2005; Melkers and
Willoughby, 2005; Pagano and Mullins 2005; Rivenbark and Kelly 2006). City size is catrelate
with government capacity and the sophistication of budget departments anésgewcollect
and use performance information for budget decision making (Ekstrom 1989; Wang 2000;
Berman and Wang 2000, Wang and Berman 2001; Ho 2003; Holzer and Yang, 2004; Melkers
and Willoughby, 2005; Mullins and Pagano, 2005; Yang and Holzer 2006). Performance based
budgeting is also difficult to implement without political support fronyana and council
(Berman and Wang 2001; Ho 2003, 2006a; Rivenbark and Kelly 2006).

Two interesting and recent findings are the importance of communication for
implementing effective performance based budgeting processes, and derglopoitizen
support of performance based processes for provision of government servicesiz&tmur of
performance based budgeting provides opportunity for improving budget development and
deliberation by opening new or strengthening existing communication chéateetdly and

vertically throughout departments, agencies, and legislative bodies (208t),Ammons et al.
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2001; Melkers and Willoughby 2005; Melkers, 2006). Citizen input and participation in
performance based budgeting processes continues to gain momentum. Fpstlédi@mize
the performance based budget process as citizens are one of the extieehalders able to
influence political leadership. Secondly, it facilitates improved orgaaird and institutional
communication, reinforcing the value of performance based budgeting (Ho and Zifites
2004; Holzer and Yang 2004; Ho and Ni 2005; Melkers and Willoughby 2005; Yang and Holzer
2006).
Is Performance Budgeting Reform Fading or Just Resting?

Some might argue performance based budget reform has worked its cotinsetifoe
being. The most prevalent argument for performance based budgeting’s demise gatualper
argument that Wildavsky’s political rationality trumps performance birigie management
function (Wildavsky, 1979; Kelly and Rivenbark, 2003, Shah and Shen 2007). Mullins and
Pagano (2005) go even further, kindly offering performance based budgeting prayem
through information technology advances, but will always be hindered by Key's (1£46%
dilemma. They hint that performance budgeting at the local level is incapahiicknt
advancement regardless of Tiebout’'s (1956) theory of local governmentrefiese

So is performance based budget reform doomed to failure and heaped on the pile of
previous budgetary reform failures? My response is No! First and foremosgtingdgcholars
have recognized budgeting is evolutionary in nature, taking bits and pieces of what,worke
separating them from what did not work, and integrating the positive elementisariiudget
process (Cleveland, 1915; Key, 1940, Lewis, 1952; Schick, 1971; 1988; Rubin 1988; Forrester
and Adams 1997; Melkers and Willoughby, 1998; Wang, 2000; LeLoup, 2002). This is exactly

why performance budgeting never completely disappeared after the déthe Hoover
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Commissions in the 1950s. It evolved. It was experimented with at all levedserhgnent, but
fitting the process to a budget format proved difficult.

If scholars are weary of performance budgeting, why has the praatiteued to evolve
at all levels of government? | believe performance budgeting continuesmt@igdoevolve
because it is not just a process for management control of the budget, but also an®aintzgd
for all levels of government that are constantly searching to improedfitiency and
effectiveness of government services. This is not a new concept, and has tessedis
peripherally by numerous scholars each providing multiple approaches for gtpdyiarmance
based budgeting (Schick 1971; Kettl 1999; Snell 2000; Holzer and Yang 2004; Rivenbark and
Kelly 2006; Sterck and Scheers 2006; Melkers 2006; Lu, 2007; Ammons, 2008).

| believe another reason for the continued growth and evolution of performance
budgeting reform is its flexibility and adaptiveness that prevents it frathyrféting into a
singular category of reform. Larkey and Deveroux (1999) describe fiveetitfgmpes of
reform: rationalizing reforms (emphasizing analysis and reason); aadnuaistrative reforms;
democratizing reforms (providing transparency and citizen input); pow&nghieforms; and
control based reforms (for constraining decisional behavior). Miller, Hildeetd Rabin (2001)
supplement Larkey and Deveroux’s reform framework from a performance mgigeti
perspective. Performance budgeting’s strategic planning and productivityisueglyate to
rationalization reform, decisional efficiency and decentralization tbescad hoc reform, greater
access and participation by citizens and stakeholders describes deratierateform,
decentralization of power within the budget process describes power shifong,rahd shifting
from input controls to output and outcomes monitoring reflects changes to agency based

controls. Performance budgeting reform has been balanced and tended notd@xgemes
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between Larkey and Deveroux’s reform categories.

Another possible reason for this balance is Schick’s hybridization, whaoeis
governments have used performance based budgeting in a manner that best ifiidivadual
government’s means and priorities (Schick, 1971). But the hybridization does not dcbimg wi
a cost: operationalizing and standardizing performance based budgetingudt diffachieve for
scholars, governmental agencies and professional organizations such as1@avéccounting
Office (GAO), Government Accounting Standards Board (GASB), Governmean¢e Officers
Association (GFOA), and International City/County Managers AssocidtivA).

Schick (1971) discussed the need for performance budgeting reform to find a happy
medium between control and management objectives. Contemporary performadce base
budgeting reform has made progress, but there is more improvement possible. Stioe$ere
this improvement come from? Melkers (2006) recommends, we need to revise our edforts a
take a more holistic approach to the study of performance based budgeting. Too dftee we
been one-dimensional in the study of performance based budgeting, paying onlyopyecurs
attention to other dimensions outside of resource allocation decision making (Ammons 2008).

This chapter had two purposes. First it introduced the historical roots of peré@ma
based budgeting and attempted to inform the reader that performance baseddbdgdigen
an evolving reform, primarily management based but with roots in other typefowhras well.
Second, it attempted to set the conditions for exploring a new theoretical @pfooabserving
performance based budgeting that addresses the need to branch out fronothealdical or
budget rationalities approach to budget theory. The next chapter offers theeasaarhic
sociology theory as a means for observing performance budgeting’sigateditect effects on

organizational processes unrelated to resource allocation decisions.
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Notes

! Schick documents the budget examiner responsible for monitoring the perfofmageting
experiment by the New York State Health Department, Hugo Gentilcore, winiss c
assessment of performance budgeting resulted in the experiment’s tenmasaa general
indictment of performance budgeting at the time.

2 Golembiewski and Scott provide an interesting narrative describing a similgetiprdcess
developed by the State Department, not the Department of Defense, provided the ionpetus f
President Johnson’s 1965 directive for federal agencies to implement PPB&l§@alski and
Rabin, edsPublic Budgeting and Financd'4d, 1997).

% There are studies indicating budget format changes as a result of imphencentemporary
performance budgeting procedures (see Broom and McGuire’s 1995 study obseatergents).
However | do not believe such format changes have significantly changed ttiigymaoéline
item budgeting, rather performance information has been packaged in ways thetttaugm
standard line item budget formats. | would argue however, both the post World War li
Performance Budgeting reform and PPBS reform required specific chemnthe budget format.

* For instance, Behn (2003) discuses eight different managerial purposes for pecéorma
measurements: evaluation, control, budgeting, motivation, promotion, celebration,geanain
organizational improvement.

® Schick described the prevailing attitude of budget practitioners, adminiistrand legislators
as indifferent; by 1958 performance budgeting was no longer on the agenda of aneual Stat
Budget Officers Meetings. He also refers to a 1960 Public AdministrataeR&ymposium
(Volume 20, No. 2) that asks up front whether performance budgeting theory works,asgng c
studies from city, state and federal government agencies that indieatexdnance budgeting’s
potential and obstacles for successful implementation.

® These state governments also experienced the difficulty of operationaliziagnzerce
budgeting. Often during the PPBS era there was little distinction betwdempance

budgeting and program budgeting. The purpose of program budgeting was to makednform
decisions intended to facilitate efficient and effective provision of governseevices. As a
result program budgeting was often used interchangeably with performancérmidyehile

the manner in which these processes strove for efficiencies and effestivegre different, their
intended and stated objectives were similar.

"Schick’s Hybridization also applies to PPBS and ZBB reform as well. Ondilkdind
elements of program budgeting and zero based budgeting in various state lagaviercement
budgets today.

8 Unfortunately, Friedman does not provide demographic information about the cities in the
study. Based upon the focus on urban issues at the time, and high percentage of cities using
presumably sophisticated budgeting techniques, my assumption is the samplesusisged of
large, urbanized cities.
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® Surprisingly, they reverse their findings in a later study claimindevggirformance measures
have been prevalent in the past two decades, they conclude their ability to infhesragement
decision making is not as widespread as previously believed (O’'Toole and Stipak 2002).
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Chapter 3
Developing Economic Sociology Theory
The Lost Art: The Management Function of Budgeting

Many scholars distrust performance measurement reporting, oftemésgwath
public budgeting’s management function (Rubin 1997b, 2005; Radin 2000, 2006; Bouckaert and
Peters 2002; Grizzle 2002; Schick 2003; Dubnick 2005). One reason is scholars have been
looking from the outside-in, from a principal-agent perspective rather thanrise an
organization or in other words, from an intra-organizational perspective. Attdras generally
been directed between central budget offices and their development of budgets, iandhigat
with legislative authorities. Little attention has been given to how budgsiects
organizational processes within government agencies. Do government mansges dfatheir
management activities around the political aspects of budgeting? Or is there dyo#maic or
process at work within government agencies?

Is budgeting within organizations layered? | see Wildavsky, Schick, Rubin aryd man
others looking at the outer, political layer of budgeting activity, or the budgenadties layer
of budgeting. But government agencies and their managers have to execute buligetiseivit
scope of responsibilities after budgets have been formulated, and do so somewhat emieend
central budget authorities who monitor budget activity, but do not direct or managergexe
activity. Maybe there are two layers of budget activity. There is an @yer of budget activity
that is political, but below that is another layer of budget activity oriemdalidgeting’s
management function that | believe is particularly observable at tHddaebof government for
two reasons. First, the knowledge and capacity of government oversight froed eliéicials is

not as robust as with other levels of government, placing a higher relianceegatida of
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management functions to local government managers and authorities. Secomphvenahent

is most readily accessible by citizens. In other words the “face ofryoeet” is most easily
visible at the local government level. Local government managers requeatargrppreciation
for how their decisions affect their communities that may not be explainé&hia & budget
rationalities construct (Edelman 1964, 1988; Jones et al. 1977; Sharp 1986; Chadwick 2001;
Thomas and Streib 2003).

Since there is little theoretical development of the management function af publ
budgeting, | have searched outside of the normative and rational theoretisafduasd within
the public budgeting discipline to find a theory useful for observing budgeting’s nmaeape
functions. | have chosen economic sociology and in particular new economic sociglodg w
reliance on the concept of embeddedness as a primary condition for observingdgenrert
function of budgeting within local government. Embeddedness, for the purpose of this study
refers to the budget process within local government embedded within the managfdowait
government. Naturally, this is a bold statement; however | will attempt ttycldry this
statement is not as presumptuous, or as forward as one might initially pereeile.it

Previous budget reform including performance budgeting reform, assumed fhgdget
drives management” (Schick 2001, 58; Miller et al. 2007). This falls in line with the neemat
budget theories where budgeting is a means for elected officials tardlesecutive
government administration. However, consider the following statements: “budgatingt de
reformed in isolation from the managerial systems and practices in whsatnitbedded,” and
“performance budgeting can only thrive when it is embedded in managerial anearige¢hat
make results paramount” (Schick 2001, 58; 2003, 102; Miller et al. 2007). Lu (2007) and

Ammon’s (2008) discussions linking performance information, performance managewment a
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performance budgeting reinforce Schick’s statements and provide a startihfppdeveloping
a theoretical framework synthesizing performance budgeting and ecoramioiogy’

To place Schick’s comments into perspective and relate them to core théoretica
economic sociology concepts, this chapter begins with a discussion of altermatied that
might possibly explain how performance budgeting has the potential to influeno&zatgmal
performance. Economic sociology theory is then presented as a theoretozdbaisie of
explaining performance budgeting’s influence as a change agent in locatlgewe budgeting
processes. In order to do justice to the theory, it is necessary to provide theahistijiics of
economic sociology prior to explaining how economic sociology theory can berapsjetrred
to public budgeting and specifically the management context of public budgeting theor

Theoretical Alternatives and Approaches

Some postulate framing budgeting theory on political and economic constructs is too
complex and destined to failure (Rubin, 1988, Schick 1973, 1988, 2003; Kiel and Elliott 1992,
Forrester and Adams 1997). Covaleski et al. (2003) provide a framework for gelectin
appropriate budget theory from three specific disciplines: economic thetbranalytical and
explicit value orientation, psychological theory with individual motivational oaigm, and
sociological theory with organizational and institutional orientation. Thsey@opose the
possibility of integrative research combining various aspects of thesglidissito further
research (primarily for participative budgeting studies). While fh@posals focused on
budgeting within the private sector, their proposal for integrative i@sgaovides similar
opportunities for the public budgeting discipline, and economic sociology provides just such an
opportunity for bridging gaps in public budgeting theory.

The sociological field, and in particular, organizational theories, have atttoddeeach
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gaps in public budgeting theory but never gained much traction. Forrester and prdarde a
detailed proposal for avoiding the development of immature budget reform doomed & failur
from resultant and imminent political and economic complexity. They propose dexglopi
learning organizations that embrace organizational cultures and human chpatignge as a
means for overcoming change resistance, allowing budget reform to be fosteratrity
(Forrester and Adams 1997). This requires changing from single loop to double |oomlear
and organizational feedback. Argyris (1982) define single loop learning ascasp of
detecting and correcting error” within an organization’s norms and processiesrirg to Rist,
Forrester and Adams continue that single loop learning “is a continuoussgmfztion process
through which an organization uses information from budgeting, auditing, and program
evaluations” (Forrester and Adams 1997, 476; Rist 1994, 191).

Single loop learning involves gathering data from past activities, camgpthie data to
organizational or budget objectives, and taking re-directive action to continue townlaielsrey
organizational or budget objectives. What is missing from single loop learning aavity
that induces or integrates a holistic learning process prior to re-assaggiciiyves, allowing for
decisional changes oriented towards achieving stated organizational and budtgetesbje
Morgan (1986) posits both private and public budgeting systems are constrained by past budget
activity and restrictive budget documents, while budget accountabilitgnsety distort budget
information (Grizzle 2002; Dubnick 2005; and Radin 2006 offer similar arguments). Buastort
budget information is exaggerated by the fragmentation of an organization’s prmiggss, and
cemented within an organization’s conceptualization of budget activities (Morgan 1986;
Forrester and Adams 1997).

“A second, higher level of learning, called double-loop learning, goes beyond self
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inspection and requires the organization to question the appropriateness of its openaisng nor
values, assumptions, strategy, and policy objectives. Innovative organizatiorsxardl t
double-loop learning” (Morgan 1986; Forrester and Adams 1997, 476). Moynihan (2005)
discusses how single loop learning is a narrow based approach, while double loop isaning
broad based approach. Performance budgeting displays characteristarstsidouble loop
learning and provides a means for overcoming the constraints described by KAoggan

1986, Forrester and Adams 1997, 476).

Performance budgeting provides the opportunity to introduce dialogue linking budget
information to management activity facilitating the removal of exjpdied implied barriers
described by Morgan’s budget information accountability paradox. If pernfmertaudgeting
breaks down these barriers, an organization’s conceptualization of the budgss$ pnagebe
more receptive to process changes that can improve performance (Morgan 1986 rFamce
Adams 1997, Moynihan 2005).

Weick describes the difference between planned change and emergent changed Pl
change is implemented to address major issues and to overcome inertia, \ehgjergrochange
is an on-going, low key process reacting to daily contingent and routine act®vitgll changes
that are communicated across organizations often create change without#dcéahstand
resistance associated with planned change (Orlikowski 1996; Weick, 2000). Performance
budgeting does not necessarily create drastic change to an organizatdges firocess, but
augments it. Performance budgeting can implemented without drasticallyraipangi
organization’s existing budget process.

Schick (2001) is an advocate of performance measurement but not in its curreot form

implementation. The problem is not performance measurements themselves, but in the
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application of performance measurements: key users of performance mesaganmmnay not use
the information as intentioned for performance based budgeting (see Moynihan 20@8a as w
Schick believes that organizations must be changed or transformed to use performance
measurements, and that organizational change should be a precursor for impiement
performance budgeting (Schick 2001, 2003). This study seeks to contradict some of these
observations and provide an explanation why performance budgeting at the local gavernme
level does not require new and distinct transformational processes.

Moynihan (2006b) expands the concept of performance budgeting and organizational
learning through dialogue theory and how communication can arbitrate and intforsia¢he
budget process for the purpose of attaining improved organizational perforree@@so
Rainey and Bozeman 2000; Pandey and Garnett 2006; Garnett et al. 2008 as wedl). Whil
performance information can create external conflict, it can also réatuaerganizational
conflict and improve information sharing, increased goal based learning, amtethha
performance (Moynihan 2006b).

Forrester and Adams (1997, 470-471) make an interesting statement to suppiokedheir
of budgeting and organizational learning: “Budgeting is not done for budgeting's sake, for
example, to attain a true performance budget. Rather, it is done for the organiadtedp,it
achieve its mission and objectives. If correct, a new budgeting framework edojted,
namely, the organization and the human behavioral dynamics constituted within the
organization. An organizational budgeting framework which includes behavioral dyramics
fundamentally alter how analysts and practitioners conceptualize anatevalulget reforms.”
This last statement is important. Budgeting is not the primary driver tdgebtheorists make

it out to be. It is also a means for management and legislatures to aunissians and
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objectives (both from a management and political perspective).

While theories supporting organizational learning and experiential learning Iselbée
how organizations accommodate new ideas, these theories are not explanatdmnbgnoug
themselves to explain anything about permanency, adaptation, institutionalization or
acculturation as a result of what might have been learned through the use ohaector
budgeting. What is missing is the study of how performance budgeting as & @ifeets
organizations themselves. A paraphrased remark from Kettl indicates udorgipace
measurements is “like talking about the weather, everyone does it but ther@isansus”
(Kettl 1994; Osborne and Plastrik 2000, 249, Schick 2001, 40). The same can be said for budget
theory. Everyone is talking about it, but we cannot reach consensus or aeceptiaé theories

aboutbudgeting.

Developing a Starting Point for Exploring a New Alternative Budget Theory

This study attempts to expand our theoretical foundations outside of public budgeting’s
normal comfort zone and look into an aad@ut budgetingrather tharof budgeting}that has
little research foundation (Forrester and Adams 1997). Rather than continue kaiokimgther
or not the current performance budgeting reform works, this study looks at wpetfeemance
budgeting influences other processes within an organization.

Are the environments and variables associated with public budgeting simdas #ue
hierarchies of government? | propose in this study that local governmentibgdgsgtls unique
characteristics that do not necessarily hold the same at the state aabléseénf budgeting.

One such characteristic is that outcomes are more readily observableamuable at the local

level versus other levels of government where the dilemma of public goods andifrgesrnot
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as prevalent. Take for instance national defense, a commonly used example of gomablic
measuring various outputs of military operations is less likely to equate tedleaicomes, as
opposed to city police or fire department response times to incidents. Secorafufengent
of outcomes even if imperfect, are capable of providing a reasonable levelpfataton, can
one assume that instituting new processes such as performance budgeting \adwdferegnt
characteristics between different government hierarchies?

Taken a step further, instituting new or different organizational processes does not
necessarily entail the promise of easily observable first orderefesailting in successful
change. There are also second and third order effects that can be eguifitasig They may
be subtle or also easily observable. They may be immediate or take time tpddRegyardless,
they can result in organizational changes that may or may not have been grigieatied or
even anticipated (Merton 1936; Scott 2004). | am proposing then, if there are seconddand thi
order effects, the ability to isolate and observe them are more probablecaiitievel of
government budgeting.

Another question to consider is Schick’s argument that performance budgetingsequir
organization, which translates into “human, financial and other resources to produeetaveoll
result” (Schick 2003, 85). He subsequently frames this statement by describing how an
organization can be just as equally inefficient as efficient, because orgarszatce internal
needs and norms above external demands and conditions. | do not subscribe to this argument
when it comes to local governments and local government budgeting, the framemtork f
study. While studies of federal performance budgeting processes indsmatecesallocation is
not influenced by performance budgeting, results from similar studies at ghéehosl are less

prevalent (Poister and Streib 1999; Robinson and Brumby 2005).
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Performance budgeting at the federal level was initiated as a top down process
Contemporary local government performance budgeting has been initiatég asasbottoms
up process, often by entrepreneurial administrators or legislators aa foedeveloping
improved management and budgeting processes. Finally, local governm&mideness is
recognized by the observation that performance measurement works bibieif@atctional area
and agency level” of government than it does from central budget offiegisafN 2001, 13).
While many large cities have central budget offices, they are not asséid@and independent as
state agencies, allowing for greater access and discussion of budgebetsueen department
heads and budgeting authorities. | intend to relate the functional level descrilathby to
local government departments of various populations.

The Indirect Approach.....

Scholars have touched upon related theory and environmental factors that affect
budgeting. Wildavsky (1988, 2001) for instance, applied cultural theory to budgeting,gorobin
into the humanistic side of budgeting and the boundaries between groups and individuals
associated with budgeting. Other research provides limited discussioningdpatformance
budgeting creates synergies when integrated into a larger context of patdras®rm where
individual and work group preferences are fostered and affiliated with output and outcome
targets (Diamond 2003a, 2003b, Poocharoen and Ingraham 2003, Robinson and Brumby 2005).

Behn (2003) discusses how measurements can affect performance in a varasty of w
that may not be direct, observable, or function as expected. In other words, theyinthsebg
and they may affect other processes. Performance budgeting at thevstataddeen found to
facilitate “subtle contributions” to budget decision making. This subtlenessscioam how

information is introduced into the process, creating changes to informatidrsdrec(Jordan
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and Hackbart 1999, 85; Melkers and Willoughby 2005, f8#ipwever, Ammons (2002)
provides an alternative explanation: performance changes may not be subtle, butportied.r
Small changes simply do not receive adequate attention, while significkortysarce
improvements are credited to other more tangible elements such as aharisaders, re-
engineering or technology advances.

Ironically, what hasiot changed for almost 50 years is the knowledge that performance
budgeting does nateedto change outcomes or completely solve decision making problems.
Rather that it can help bring budgeting issues into “sharper focus”, and isabsantol used
for decision making dependent upon the skill of the users (Roberts 1960, 78). The point being
performance budgeting’s promise for “sharper focus” implies that communicatonels are
important for transmitting budget information. Otley (1978) describes how we m&sdeta
more contingent view of budget control that appreciates different types of zatjans,
environmental norms and values; both within the organization and within society itself.

A number of scholars have remarked how budgeting studies need to look beyond the
institutional aspects of budgeting, zeroing in on agencies themselves &a/Sieg 2000, Otley
1978). In this study, agencies are equivalent to city departmémnperformance budgeting
involves a change in routines (processes) and information flows are chang&upibitant that
we look at how performance budgeting affects intra-organizations, as thisres v@ssume that
indirect affects exist in the use of performance budgeting. Economic sgcptmgdes a
theoretical framework for observing and explaining how performance baggétects routines
and informational networks within local governmental departments.

Introducing Economic Sociology

What is economic sociology? Economic sociology has yet to be clearlydlafide
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accepted within the mainstream of contemporary economic and sociologicgl (Geammovetter
1985a, 2002; Swedberg 1990, 1997, 2003; Swedberg and Granovetter 1992, 2001; Beckert
2002¥. One of the reasons for this problem is the difference between how economics and
sociology approach economic sociology as a sub-discipline. Hirsch £9&¥., (1990) describe
the difference between the theoretical approaches with their “Dirty H@tem) Models,” where
the economic approach is clean and simplistic, and the sociological approachyisantesot as
dependable, because human behavior is not consistent. Regardless, these autharsbelieve
emphasis on individual behaviors within participative (organizational and instit)tpoaksses
is necessary and beneficial to both fields of study (a necessary poirgddirggthe importance
of this study). This same debate continues today over which field has primacy of iEconom
Sociology as a sub-discipline and where economic sociology fits within theaatien of both
fields of study. While these debates continue, they are not helpful for strengttieningbility

of economic sociology as an important contributor to both fields of study. There is an
unintended consequence however, economic sociology’s broad concepts such agtéranove
(1985a) foundational “embeddedness” resonate across a wide spectrum of arggs cut
disciplines (the embeddedness concept has already been applied witmarlce And
management disciplines) (Baker 1984; Williamson 1975, 1985; Dacin et al. 1999; Baukert
Zafirovsky 2006).

Broadly speaking, Zafirovsky and Levine (1997, 265) describe economic socasldigy
study of “economic activity, relations, and processes within their sotiggse” As previously
mentioned in the introductory chapter, Smelser’s (1976, 43) definition is “theadiopl of the
general frame of reference, variables, and exmganatodels of sociology to that complex of

activities concerned with the production, distnbat exchange, and consumption of local goods and
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services.” Guillén et al. (2002,6) define economic sociology as the “sfultlg social
organization of economic phenomena related to production, trade, leisure, and consumption
which may or may not be monetarily based, and analytically observable at thduadivi
household, organization, network, industry, nation, and global systems.” Smelser alsb frame
economic sociology as the study of those activities concerned with the pooddsiribution,
exchange, and consumption of scarce goods and services (Smelser 1963, 1976; Smelser and
Swedberg 1994, 2005).

More importantly, economic sociology includes the study of the “non-ecaraspects
of social life” (Pareto 1932; Parsons and Smelser 1956, 1; Zafirovsky and Levine 1997)
Tonkiss (2006) describes economic sociology in terms of knowledge, information, asd sig
(providing signaling indications). Zafirovsky portrays economic socyologerms of exchange,
action, and social structure, with trust as an integral mechanism for infigehese activities
(Zafirovsky 2001). Dobbin (2004, 20-21) describes modern markets as social structures
consisting of roles, conventions, and institutions characterized by conflictihgoanpeting
disputes over their composition. Economic sociology is also defined by both histodcal a
comparative approaches (Granovetter 1990, 2002; Zafirovsky 1999; Dobbin, 2005). Finally,
economic sociology provides explanation for organizational and institutionay/ thgor
identifying “values, ideas, institutions, organizations, and motivations includopgpy rights,
ideologies, cultural, and political and related structures in society asibeyge upon material
welfare” (Waters 1991/1992, 7; Zafirovsky 1999, 599).

The introduction thus far intended to provide a broad theoretical frameworkofuorac
sociology and illuminate the vast array of research opportunities (including pubdbeting)

available within the economic sociology framework. It is also importadistuss economic
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sociology’s origins and the tensions between the competing disciplines prior tesauiglre
specific elements of economic sociology relevant to my research.

Depending on a scholar’s perspective, economic sociology has been tracdohak &
Hobbes’ ([1651] 2005 .eviathan Adam Smith’s ([1776] 197Wealth of NationsAlexis de
Tocqueville’s (1835-1840pemocracy in Americalohn Stuart Mill's ([1844] 1968, [1848]
1884)Essays orsome Unsettled Questions of Political Econ@mgPrinciples of Political
EconomyComte’s ([1844] 1983) subordination of economics within sociology, and Karl Marx’s
(1857-1858, 1859, [1867, 1885, 1894] 1967) works regarding the economy and society
(Schumpeter 1942; Granovetter 1985b, Swedberg and Granovetter 2001; Swedberg 2003;
Dobbin 2005; Smelser and Swedberg 2005). If not theoretically constrained, economic
sociology’s roots can be traced throughout the development of modern governmentsjesxonom
and societies, reaching far beyond the scholars listed above (Backhaus 2002, Swedbérg 2003)

As a result, 1 will limit my discussions to those scholars most assoeiéte the lineage
between classic economic sociology and development of new economic soli@egpndly
economic sociology is perceived differently by the economic and sociolaligcgblines, often
skirmishing over the primacy of economic sociology, resulting in the perceptioecthramic
sociology is positioned in “no man’s land” with neither discipline fully acceptirgcohomic
sociology’s place (Schumpeter 1956, 134; Simon 1982, 389-391; Zafirovsky 1999, 595). Not to
despair though, as this provides opportunity to explore new avenues of research. Economic
sociology has also been described as the study of the “gray area overEgmogiics and
sociology,” facilitating productive exchanges between the disciplineedt®erg 1990; Davern

and Eitzen 1995, 79; Davern 1997, 287).
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Classical Economic Sociology

While the concept of economic sociology traces back to Auguste Comte, Jiainin\gtl
and Adam Smith, the actual term economic sociology, is credited to WillanlyStevons
(Jevons ([1879] 1965, xvii; Schumpeter 1954b; Zafirovsky 1999, Swedberg 2003). Jevons, who
is recognized for advancing the economic theory of marginal utility, also pguseoncept of
economic sociology in hisheory of Political Economip delineate economics from a number of
other economic sub-disciplines including “fiscal science,” “commerciasgts,” “systemic and
descriptive economics,” and “mathematical theory of economics” (Jevons 18761809
1965; Zafirovsky 1999, 594; Swedberg 2000, 286).

The writings of the classical economic sociologists were influenceddeyiod of
turbulent change on the European continent resulting from industrial capitalismvatapdeent
of modern governments often incapable of reacting swiftly enough to chawgiagcnditions.
For Jevons in particular, England was gripped in the throes of growing indaapitdlism and
conflicting inequities resulting from the division of labor, affecting both econantcsocietal
conditions. Bowman (1989, 1141) provides a provocative observation describing how Jevons’
writings provide a framework for using economic theory as a means of “somigyi”
integrating “economic explanation and public policy for the purpose of developinmpssitd
important social ills and conflicts” (Tool, 1979, 27-34-8).

It is Weber and Durkheim, however, who are most often mentioned in the development
of classical economic sociology. Weber's economic sociology pervades nurperboss of
his works, and is credited by Swedberg (1999) for developing the formal conespinaimic
sociology (Swedberg 1999, 2003, 11). Most of Weber’s ideas regarding econoimiicggocan

be found inEconomy and Socie{}1922] 1978) and his collection of works on religion and
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society, including The Protestant Ethi(Swedberg, 2003, 12). Weber’s description of

economic sociology included a convergence of several concepts: economioggaotial
economy, and both social and economic action. One of the foundations for Weber’s
observations was his declaration that Mile@moeconomicus was incomplete, that an

individual’s activities and decisions were based upon both economic and non-economic
phenomena, and in doing so relates “social action” as an important aspect of econuityic act
(Weber [1922] 1978; Swedberg 1999; 2003). Social action is defined by breaking the two words
into two separate parts: “social” meant orientation towards another adddgaion” meant
behavior “invested with a meaning” (Weber [1922] 1978; Swedberg 2003, 15). Weber added a
framing concept for institutional structure by providing “order,” that isbéistaed as social

actions are routinized over time, becoming the objective for social actiinutsmately

providing “stability and permanency” (Weber [1922] 1978; Swedberg 2003, 15). Weber als
discussed the importance of relationships between social actors. From an e&iantpoint,

a relationship between two actors could be competitive, based upon power struggles whil
cooperation was contingent upon “communal” or “associative” interests. Coinmuna
relationships are based upon a sense of belonging within a group, while assoelationships

are based upon shared interests regardless of group status (Weber [1922] 1978g2068ber
16).

Weber’s proposals regarding Economic Sociology arose from the perspechiee of t
Austrian school of economics, whereas Durkheim’s observations originate frootiblegical
discipline. Durkheim identified the economy as a series of inter-relatédtiosis: 1)
institutions related to the organization and production of wea)timstitutions related to the

exchange of resources and 3) institutions related to the distribution of renstiatedesalaries.
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These three types of institutions “formed the subject matter of Economic @pcigDurkheim
[1909] 1978, 80; Swedberg 2003, 18). Within this formulation, Durkheim attacked the
neoclassical argument that the division of labor for the purpose of production wigsapure
economic phenomenon separate from social life and the role of society. He strosgtyliasi
social dimension existed where the division of labor helped integrate sauietyagle society
more cohesive through the creation of dependencies between the division of labasand cl
(Durkheim [1893] 1984; Swedberg 2003).

Durkheim proposed a contract viewed solely as an economic instrumethtdaile
appreciate the notion that self interest was insufficient to explain sdogttatior for abiding by
economic contracts or transactions. There had to be something beyond a contraztfeduge
agreement that affected general behavior, because even the regulation cd& w@st a social
action. Durkheim proposed the answer was clearly evident: the “subordination of privat
interests to the general society is the very well-spring of all mongitgt{Durkheim [1893]
1984, xliii, 162; Swedberg, 2003, 18-19).

A re-occurring theme elaborated by Weber, Durkheim, and Simmebsege theory is
a description of how prices and market values are defined and determinesals af social
interactions. Value in any terms, monetary and otherwise is sociallymieter (Weber [1922]
1968, 108-109; Durkheim, [1893] 1984, 27; Simmel [1907] 1990; Zafirovsky 1999; Kilby 2002).
Of equal interest is the similar discussion by all three scholars regdnéimoles of trust and
reciprocity as an integral part of monetary or value exchange processesel Sistusses
reciprocity in terms of transactions bounded by norms and obligations within “pézsednal
networks of exchange” (Woolcock 1998, 161). Durkheim discusses trust in terms of values and

moral obligations allowing for contractual exchange to occur, while Weber psavideoncept
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of “enforceable trust” where institutions and group mechanisms provide rulesdotaryi
compliance (Woolcock 1998 163 Yrust and reciprocity are the link between the economic
exchange and the social exchange within societal transactions (Woolcock 1992 0if)y

In Simmel’sPhilosophy of Monef{1907] 1990), he proposed that trust is multi-
dimensional. For instance, monetary exchanges cannot occur without an element of trust
Likewise, society would collapse without the bonds of trust. Money abounds with both
economic and social behavioral characteristics affecting elememtsbf‘hope and fear, desire
and anxiety” (Simmel [1907] 1978, 171; Swedberg 2003). Simmel further charatteuzeas
either routinized where expectations of continued activity develop a trust basédeakegorm
of inductive knowledge,” and trust based on “non-rational belief” or quasi-religaths’fsuch
as monetary and credit transactions (Simmel [1907] 1978, 179; Swedberg 2003).

Simmel’'sSociologie([1908] 1971) provided a discussion on the importance of interests
beyond economic utilitarianism. He believed interests guided individuals to forah soc
relations, and social relations could not exist without interests. He extensledrbept further
to examine and describe competition in a manner different from the econonptirtesc
Competition is not only confrontational in nature, but complimentary, whereas theluadi
seeks self improvement, reaching out to third parties or customers who are thefbferest
between the actors involved in the competition (Simmel [1908] 1955; Swedberg 2003). Quite
simply, Simmel implies individual behavior extends beyond rational utilitaineory, and
particularly that competition heightens individual actor interests often beéd all parties.

Perhaps no one has been credited for both disrupting and advancing economic and
sociological theory more so than Vilfredo Pareto. Pareto is credited for babiistsng the

distinct separation between economics and sociology that continues to this dagjlaatiig
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the demise of economic sociology for decades (Parsons 1937, 1949; Samuelson 1983; Swedberg
1987; Camick 1989; Smelser and Swedberg 1994; Zafirovsky 1999; Aspers 2001; Dalziel and
Higgins 2006 Surprisingly though, Pareto is also credited for his pioneering work in
connecting the importance of economic activity within the confines of the lsogeety, later
used by contemporary economic sociologists to advance the “new” economic so(Raogio
[1915/1916] 1935, 1927, 1932, 1935, 1972; Swedberg 1990; Zafirovsky and Levine 1997;
Zafirovsky 1999; Dalziel and Higgins 2006).

Pareto attempted to explain how the economy and economic activity based upon the
pursuit of material interests failed to account for the inclusion of societa¢sts and social
ends (Pareto [1915/1916] 1935; Zafirovsky and Levine 1997; Zafirovsky 1999; Aspers 2001).
Sociology, according to Pareto is the study of “human society in general fiwnahtludes all
disciplines, including economics (Pareto [1915/1916] 1935, 1, 2016; Aspers 2001, 524, 529).
Pareto’s attempt to explain how economics and sociology are supplementary poo@ddéshe
most powerful arguments for economic theorists’ assertions for the distyacagen of the
disciplines (Samuelson 1947, 1983; Parsons 1937; Zafirovsky and Levine 1997; Zafirovsky
1999; Dalziel and Higgins 2006). Pareto attempted to discern logical and naad-&mgions,
creating a foundation for rational theory and behavior. Pareto’s political egatesaribed
economic activity as a logical action capable of observation and easilyfipabioyi the
measurement of money and its transactional nafuhe fact, he stated this was probably the
reason that political economy was much farther advanced than the studytdgobecause it
dealt with logical conduct (Pareto [1915/1916] 1935, 263, 1732; Aspers 2001, 524, 525).
Whereas economic theory observed logical, quantifiable activity; somaldgeory observed

non-logical activity originating from “psychic states, sentiments and suticossfeelings”
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(Pareto [1915/1916] 1935, 161; Aspers 2001, 526).

It is easy to imagine how such statements might become interpretedrderpreted.
Pareto’s logic was nuanced, surmising the prevalence of non-logical attiongh his
statement that “human beings have a very conspicuous tendency to paint a varnistoetlogic
their conduct” (Pareto [1906] 1971, 4; [1915/1916] 1935, 154; Aspers 2001, 526). He indicated
logical activity was based upon both objective and subjective action, requiringitfe&ptal-
logical information,” concluding much of human activity is guided by non-logi#@a (Pareto
[1915/1916] 1935), 151; Aspers 2001, 525). Pareto also remarked that individual actions must
account for how one perceives reality, the ends they wish to achieve, and the comgspondi
means used to achieve stated ends (Pareto [1906] 1971, 7-9; Aspers 2001, 527). Reality
according to Pareto’s logical and non-logical activity cannot be exquldyy singular causes, but
through observing how “different phenomena interact giving rise to a seriesorsfsaand
reactions” (Pareto [1915-1916] 1935, 1731; Aspers 2001, 541).

Pareto’s influential works affected the writings of Talcott Parsétasons’
interpretations of Pareto’s works are dichotomous: initially supportive, latetickie and yet
still later conciliatory (see Parsons and Smelser, 1956). Parsons providednboetant
thoughts supporting my proposals. Parsons’ interpretation of Pafe¢aisse on General
Societyand the cyclicality of societal changes underscored the existetiyédnfect economic
effects” (related to protectionist measures by government to managkesdernalities that may
or may not benefit economic activity), 2) indirect economic effects (thgtanmay not balance
direct economic effects “in relation to other than economic elements of tla¢ Steation”) and
3) social effects (Parsons 1935, 503).

Alfred Marshall’'s works compliment Weber and Pareto’s discussiosgoml
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economics and political economy, and provide two specific topics relevant for nyy $inst,

an individual’s character and faculties in the work place play an importanhna@ktionships
with others in the work place (Marshall 1920a, Aspers 1999). Marshall’s discuspjmorted
the explanation of production and accumulation of wealth, but there are parallels into other
aspects of society, particularly for this study where values and pmfaBsm may affect
individual activity and behavior in local government (Aspers 1999). An individual's ¢barac
and faculties within the role of management and budgeting might also be explaneans
other than the political or budget rationality perspective.

Second, the discussion of individual traits and values leads to Marshall’s
conceptualization of knowledge and organization, one of four factors of production along with
land, labor, and capital (Marshall 1920a; Schumpeter 1954b; Aspers 1999). Marshall mapped
out knowledge and organization into four analytical levels: a societal level oal‘goaup”
(broadly defined as nations or nation states), a society’s economy, followedusyries, and
finally organizations or firms (Marshall 1920a, I, 209, Aspers 1999, 660). Marsiggksted
there is an “atmosphere” surrounding industries that is malleable astafesdividuals
displaying cooperation between different businesses within an industry. Knowtedtgdcand
transmitted from cooperative efforts can lead to organizational effiee(®larshall & Marshall
[1879] 1994, 47, 52-53, [1920a] 1961, 268-273, 1920b, 283-288; Aspers1999). As a result,
industries tended to group together within clusters Marshall termed industiigtstis
“industrial districts were defined by geographical and social boundaries than political
boundaries” as tendered by political economists (Marshal [1920a] 1961, 1920b, Aspers 1999;
Granovetter 2003, 65). Marshall also proposed the firm could not exist without good

management and trust amongst employees, which must be preceded by individuaéchar
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faculties and motives (Marshall 1920b, 351, Aspers 1999, 662-663).

Arguably, Joseph Schumpeter provides a bridge between classic econooiagyyand
new economic sociology. The importance of Schumpeter's economic sguiefades in his
taxonomy of economic disciplines where he specifically identified econsmgiology’s co-
existence with economic theory, political economy, applied economics, eahshory, and
economic statistics (Schumpeter 1954b; Zafirovsky 1999). Economic socrelatgd how
values including market processes result from social relations within naatkeaty and are thus
“social phenomena” (Schumpeter 1951, 5-10; Zafirovsky 1999, 589). “Economic life is
constantly acted upon by social and political factors. It lives in a social atidgh@nvironment
full of disturbances of its own...the non-economic causes play a dominant role in i&8 dram
(Schumpeter 1951, 113-115; Zafirovsky 1999, 595). Schumpeter delineated between economic
theory and economic sociology where the former observes economic behaviohs, ki it
observes the institutions where economic behavior takes place (Swedberg 2@@®miEc
sociology provides the descriptive or explanatory background for the how and why @conom
activity effects individual behavior.

Equally important for my study is Schumpeter’s discussion of the entrepseraarn
linking economic theory with sociological analysis, suggesting tha¢@etneurship increased
economic wealth, but second and third generations generally ended up squandering the
accumulated wealth of the original entrepreneurs (Swedberg 1991, 2003). While suc
observations indicate Schumpeter’s interest in sociological study, the ampeifor my study is
Schumpeter’s observation that entrepreneurial behavior leveraged the @fssmiaomic
activity by overcoming the obstacles of tradition and resistance to changgtthe-arranging

existing resources in ways that increase economic wealth (Schumpetesh@giberg 2003).
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State and local governments often display entrepreneurial charageri®éminiscent of
Tiebout’s public choice model, state and local governments compete in wayadbragidents
and business in order to maintain healthy economies and tax bases for the provisuooest se
that residents desire. According to Tiebout, residents are mobile and wih $@acommunities
that best match their preferences (Tiebout 1956; Boyne 1996; Warner 2003). dhst&ieal
governments are in competition with one another, one can assume that an entrepsgueturi
exists within local government as well. An example of entrepreneurigighmay or may not
have backfired depending on one’s point of view is the advent and growth of privatization of
government services as a means of improving government efficiencies. Raderbudgeting
is another example where entrepreneurialism might be present as a meaimsnaing
government efficiencies and effectiveness.

If Schumpeter bridges new and old economic sociology, it is Talcott Parsonsiand Ne
Smelser who highlight the importance non-economic phenomena effecting both the economy
and society. They state “both the ‘pure theory’ of an ecoreomdyhe ways which an economy
is involved in the structure of collectivities in the society” must be investigeadgns and
Smelser 1956, 16). Non-economic phenomena encompass psychological, social, palitical a
physical characteristics not associated with the concept of pure econoonycahdhomo
economicugParsons and Smelser 1956).

Parsons and Smelser provide an elaborate explanation for the interchange of@conomi
and sociological theory based upon specific assumptions of human behavior. The badhis for suc
a proposal begins with their explanation that the economy is a an “adaptive sulsytte
society” interchangeable with other “cognate subsystems” consdtangolity, an integrative

system, and value maintenance system, “each differentiated accordiag@fiptbpriate system
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exigency,” which the authors describe as a “classification of modes vénslaip and bases of
decision” (Parsons and Smelser 1956, 297). The authors elaborate how a sociabmisracti
process where actions and behavioral changes influence the state efraa@ydtalso the state of
other co-existing systems. An action also contains both sanction and perforszexts eelated
to expectations of corrections or rewards as a result of the action (Parsonsedset $856).
After describing the general concepts of social interaction, Parsons afseSdescribe the
functional imperatives of a system of action and how social interchangerioéls social
equilibrium!* The four imperatives are adaptation, goal gratification, integration, amel val
maintenance, all of which exist within a social system constantlytefféxy endogenous and
exogenous cultural and motivational interests and pressures.

Briefly, adaptation explains how individuals or collectivities affecoueses and
facilities in pursuit of stated goals. Goal gratification, or goairattant is the “relation between
the system of reference” and endogenous and exogenous factors cetasgtific system or
subsystem that maximizes equilibrium. Integration implies efforts tantaia solidarity in the
relations between the collectivities in pursuit of effective functiong&tue maintenance refers
to managing between pattern maintenance facilitating “positive mativetiact in accord with
institutionalized values,” and tension management resulting from perceiveal mrstability
from efforts to change within the system (Parsons and Smelser 1956, 18-19, 265#166). V
maintenance has also been defined as latent pattern maintenance legifimaégur functional
imperatives described here are also referred to as the AGIL framewagkdaon, goal
gratification, integration and latent pattern maintenance and tension mandgghaesons et al.
1953, Parsons and Smelser 1956, Smelser 2005).

An important distinction by the authors is the idea that a function’s boundaries aithi
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system are permeable and malleable: endogenous and exogenous factmiswsfy influence
interchanges within a social system and its subsystems (Parsons aner 38t#$. Parsons and
Smelser complete their concept by describing the social system, asllagasting at two
distinct levels. The first level looks at a system of the economy in terms fofuthieinctional
imperatives, while the second looks at society as a system where the ecoamulsgstem of
society. In the second case, the econ@tlge adaptive function, cementing Parsons and
Smelser’s argument for the economy’s role &mational imperativeand subsequently a
“functionalsubsystem of a society” (Parsons and Smelser 1956, 19-20).

Parsons and Smelser’s definition of a process is also important for this Bitgtythey
discuss the meaning ofpgocessas it relates to a system. They define a process “within a given
structure of the system in question and second, process which results in majos ainémafe
structure.” The former definition refers to a series of events by whstdit@ of equilibrium can
be attained through inputs and outputs operating over boundaries between units or sub systems
The latter definition refers to the means for explaining how major struchaages occur
within a system (Parsons and Smelser 1956, 247-248). While Parsons and Smiislsgssion
of a process describes economic activity, it could also describe a budges pooes.

Smelser (1963) provided further explanation to his work with Parsons by operatianalizi
various means for studying economic sociology, and furthering the logittyirsg how both
economic and non-economic variables affect one another during periods of social dhange
explained how economics focused on the individual, while sociology focused on other persons
around the individual, groups, and the social structure of institutions (Smelser 1963).
Interestingly, Smelser includes a description of government activity astitatinsalized

intervention in the form of assistance, promotion, regulation, and manipulation of economic
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behavior” (Smelser 1963, 72). From this statement, | believe we can infputhiatbudget
functions and processes are integral for deciding and providing the resources ftsitods
listed in the description of “constitutionalized intervention.”

We have reached an important transition point in this chapter. The discussion thus far
concentrated on describing classical or old economic sociology (GranovetteSt#&iiherg
and Granovetter 1992; Zafirovsky and Levine 1997; Zafirovsky 1999). Classic economic
sociology faded to near obscurity for almost three decades, falling vactime hegemonic
instrumentalism of homo-economicus, partially supported by Parsons’ dissedBaretd’s
earlier works. Economic sociology also suffered from the narrow theorstiopé taken by
industrial sociology and labor economics focusing on human relations within organizatmns, a
failing to fully recognize the importance of social structures and tlegrettorganizational
environment. Ultimately, interest in economic sociology and related fieldsitosentum in the
1960s, in large part due to extensive changes in both external social and economic environments
(Granovetter 1990). It was not until Mark Granovetter (1985a) integrated athyadrdating
concept oembeddednessto economic sociology that a new period of economic sociology
emerged, conveniently titlatew economic sociology.

Embeddedness: The Spring Board for New Economic Sociology

While Granovetter often receives credit for re-energizing economialegy through his
discussion of embeddedness (Swedberg 1997), he proffers credit to other fadiogsupdo
his work on embeddedness and the development of new economic sotfoBrgnovetter
credits the rise and confluence of institutional economics and economic ingpe(tile
economic discipline’s attempt to incorporate ownership of the study of non-econuiiése

and sociology’s renewed interest with organizational structures and sewialrks (Becker
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1957, 1976; Libenstein 1976; White 1981; Burt 1982, 1983; Granovetter 1985a, 1990;
Hirshleifer 1985; Hirsch, et. al 1987; Farkas and England 1988; Mizruchi and Schwartz 1988;
Lazear 2000). But the continuing competition between the economic and sociological
disciplines was only one factor. Swedberg (1997) and Guillén et al. (2002) creditsWhit
(1981) description of markets, Baker (1984) and Coleman’s (1984) discussion of social
structures of economic activity and markets, and Burt’s (1982, 1983) discussion ofrsfactd
networks for providing the substantive theoretical background for Granovetter's@éedbess
argument.

Granovetter’s paper “Economic Action and Social Structure: The problem of
Embeddedness,” (1985a) sought to re-establish the role of sociology in the stuctyavhiec
life. He proposed a resurgence of many of the ideas from the Austrian School of @soofomi
which Weber, Schumpeter, and Hayek are associated, calling for an appreciatoreta roles
in economic activity. Embeddedness itself was not a new concept, long asbadiate
anthropologists, historians and political scientists alike proposing economicdrelhasi
embedded in social relations in non-market societies, but declined with the advainoeane
modernized, nuclear society (Granovetter 1985a).

Interestingly, the concept of embeddedness became myth-like adteo\v@tter's paper,
but actually originated from two short remarks from Polanyi (1944) in his BbelGreat
Transformationwhere he frames economic exchange through reciprocity, redistribution, and
markets (Barber 1995, 395; Zafirovsky 2003, 44; Beckert 2007). In describing the evolution of
the market, he states “instead of the economy being embedded in social relatiahsglatons
are embedded in economic activity,” and he describes reciprocity agsad barter, usually

embedded in long range relations implying trust and confidence...” (Polanyi 1944, 57, 61,
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Barber 1995, 401). The gist of Polanyi's embeddedness resulted from his obsgmation
turbulent social and economic activity that led to the advent of World War Il.oljeatured
industrialization created conditions disembedding social exchange (and the valueecohesi
social relations) from economic exchange that existed in pre-markeies®gigodr to the great
industrialization (Polanyi 1944; Smelser and Swedberg 1994; Ingham 1996; Piore 1996).

Granovetter (1985a, 482) proposed a new way of describing embeddedness,
opposing the conventional wisdom of the “substantive school” (Polanyi 1944; Polanyi and
Arensberg and Pearson 1957), and the “moral economy of history and political science”
(Thompson 1971, Scott 1976). Granovetter skillfully argued a role for his concept of
embeddedness, positioning and distinguishing his concept outside of the typical argument
between sociologists and economists and their on-going debate between the ndtiens of
atomized, under-socialized man and over socialized man (Parsons 1937; Wrong 1961,
Williamson 1975, 1979, 1981; Hirschman 1977, Granovetter 1985a). Granovetter (1985a, 490)
specifically positioned his argument of embeddedness as “the role of cquensiaal relations
and structures (or networks) within the context of economic activity.”

In arguing for his positioning of embeddedness, Granovetter contrastedn&hzs
(1975)Markets and Hierarchiegaking issue with Williamson'’s proposal that trust and
malfeasance in the market place are dependent upon the certainty of vassaithin the
market place. Where there is uncertainty and large investments of restiareempney,
energy) to ensure economic transactions are completed, transactionsstiikely occur in
“hierarchically organized firms.” Non-repetitive, less resource intensivene time transactions
will most likely occur “between firms” or across a market interfacea(®vetter 1985a, 493).

Williamson'’s proposal, and one of the objects of Granovetter’s critique is the castiof

74



transactions depends upon the amount of “trust or malfeasance” between masketdrs,
determined through rational behavior that leads to the most efficient organikfdromato
negotiate transaction costs in the market (Granovetter 1985a, 493; See atsudbiil1975,
1979, 1981; Williamson and Ouchi 1981). The beauty of Granovetter’s critique and key
assertion regarding “the role of concrete personal relations and stryotunesworks)” within
the economic context is how he states rational economic theory and behavitiriamgastant.
In doing so, he proceeds to open the door for discussing how non-rational behavior as perceived
in economic theory is a place holder for introducing the importance of sdatédme within
economic activity!

Granovetter's embeddedness article undoubtedly was the springboardatbirigyéfe
back into the value of economic sociology’s ability to span both economic and sociologica
disciplines, spawning innumerable scholarly works from diverse fields inclaaithgopology,
history, political science, and public administration. Observations of embeddadaest and
varied, including networks, various industrial districts and small businessdstimgy
entrepreneurship, financial institutions, currencies, locational decision maggugsions,
management, technology, productivity, labor mobility, immigration, sociatatapnd even
performance outcomes (Baum and Oliver 1992; Moorman et al. 1992; Leung 1993; Portes and
Sensenbrenner 1993; Stearns and Mizruchi 1993; Poldony 1994; Lazerson 1995; Palmer et al.
1995; Romo and Schwartz 1995; Fligstein 1996; Uzzi, 1996, 1997, 1999, 2002; Poldony and
Baron 1997; Woolcock 1998; Dacin et al. 1999; Granovetter 2002, 2005a; McKenzie and Millo
2003; Mizruchi et al. 2006; Clegg et al. 2088Pacin et al. (1999) provide
a detailed lay down of the multiple theoretical approaches for observing embestdedheding

structural, cognitive, cultural, political, institutional, strategic@attgovernance, inter-actor ties,
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nesting, and outcomes. Of particular interest for this study are sat@olitical, inter-actor
ties and outcomes; and how well they facilitate performance budgetimpgisitsaas a change
agent.

Quite possibly one of the most helpful typologies for describing and categorizing
embeddedness was provided by Zukin and DiMaggio (1990, 3) who attempted to assuage and
address the concerns of both economic and sociology disciplines. They proposed economic
sociology needs both disciplines. Social organization analysis requires potitnahey to
understand how economic action frames rules, systems and pressures facedgeysnmatize
constellation of firms and markets. Political economic analysis requodslsnmediating macro
level processes and the variance of economic activity within industriesheinvedrds,
economic sociology spans the divide between the atomized, under socialized aational
observed at the micro level, and over socialized actors that cumulativelyta&ecacro
economy.

Zukin and DiMaggio (1990, 15) describe embeddedness as broadly construed to “the
contingent nature of economic action with respect to cognition, culture, soe@ust, and
political institutions.” Cognitive embeddedness referred to the limitedyabflindividuals and
corporations from employing “synaptic rationality,” particularly in tewhsdividual actors’
awareness of interests and means-ends in the conduct of relationships (frorspegtper, this
builds upon Granovetter’'s discussion of the importance of “non rational behaviors” in
relationships and influencing of outcomes (Granovetter 1985a; Zukin and DiMaggio 1990, 16
17).

Cultural embeddedness refers to the “role of shared collective understandshgping

strategies and goals,” where culture consists of the beliefs and ideplogims, and
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“constitutive” understandings of structures and self regulating capebi{ukin and DiMaggio
1990, 17). Beckert (1999) suggests cultural embeddedness is difficult to operationalize, but
offers Swidler’s (1986) description that actors rely on symbols, styles, aatsrihrough
contextualized interpretation to develop strategies of action. For this stydgterest in types
of cultural embeddedness include the particularities of local government mamagerd
existence of professional norms within the various departmental professectmgff
contextualized interpretations in the role of developing strategic ends fronanégubcesses
and interactions between individuals and city departriénts.

Political embeddedness is about power relations shaping economic institutions and
decisions through competition for resources by economic actors and non-marketanstit
This is an important point. Zukin and DiMaggio’s (1990, 20) discussion of non-market
institutions extends the idea of the market context of prices, wages, supply and demand, a
contracts, to non-market government institutions and government policies atlalbteve
government creating a “complex web of relations and expectations.” Governments a
individuals acting in official capacities converge into the arena of ecorexui@nge through
the implementation and execution of policy determined through the competitiondoraes

Finally, Granovetter’s structural embeddedness contextualizes ecoexrhange
patterns of on-going interpersonal relations. Structure in this case isrthddbon of patterns
of structures within social relations (Granovetter 1985a; Zukin and DiMd®§0). These
patterns are another means for observing the context of networks and their connection to
organizations, institutions, and social relations. Zukin and DiMaggio (1990) disdtusskne
structures in terms of dense versus scattered and diffused networks. Néwoake a very

popular approach for observing embeddedness (Granovetter 1985a, 2002; Montgomery 1991;
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Burt 1992, 2000; Provan 1993; Uzzi 1996, 1997; Wolinsky 1996; Zafirovsky 1999, 2001;
Swedberg and Granovetter 2001; Uzzi and Gillespie 2002: Smets&nartberg 2005; Huang
and Provan 2007; Provan, et al. 2009).

DiMaggio (1990) adds that culture, along with emrorc behavior is embedded in social
structures. He defines culture as the “social cmyriirepresenting a broad and varied categoriaatio
of conscious thoughts shared within a populatiovlving boundaries and existing within multiple
levels of cognition consisting of norms, beliefgj@s, strategies, logics, individual and growgida,
status, and hierarchies (DiMaggio 1990, 113-1194).9"Cultural embeddedness most often refers
to the ways shared understandings and meaningstoagne form to organization activities,
structures and processes. This includes the agelamderstandings that shape organizational
strategies and goals, ideologies that prescribespions of the means and ends of individual action
and rules systems (including law) that categongamizational actors and systems of organizational
control” (Dacin et al. 1999, 328-329).

DiMaggio hints that one of the areas holding ps@ior observing cultural embeddedness is
through the study of careers and professionalised@tin 1976; DiMaggio 1990). While limited in
detail, | found DiMaggio’s cultural embeddednespantant for this paper. | am interested in
whether culture and specifically professionalismitg government managers indirectly influences
budgeting and performance outcomes in a mannetemueed by the conventional wisdom of
rational budget theory.

Possibly one of the most important revelations from Zukin and DiMaggio (1990, 20) was
their belief that “social embeddedness leads to outcomes not anticipated dgssecal
economists.” For my paper, | propose social embeddedness exists in local government

budgeting, and particularly the introduction of performance budgeting as eechgert
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influencing perceptions of local government performance. This must be appreatthed
reasoned caution: social embeddedness is commonly used as an umbrella cojustibyifuy
its multi-disciplinary utility throughout various fields of study (Williarh876; Portes and
Sensenbrenner 1993; Dacin et. al 1999; Perrow 2000). As such, embeddedness is notynecessaril
a panacea for describing all behavior within organizations, whether market-onarket
oriented, but rather a launching pad for the revival of economic sociology undeigbetnew
economic sociology.

The New Economic Sociology

New economic sociology attempted to distinguish itself by 1) disygamrer-reliance on
industrial psychology, 2) advancing the study inevmusly here to for economic domains, 3)
advancing the concept of embeddedness includingjghdicance of networks embedded within
social systems (Smelser and Swedberg 2005, Zafyd899, 2001). Swedberg and Granovetter
(1992, 2001) provide the most often cited conceptionew economic sociology as 1) economic
action is a form of social action, 2) economicatis socially situated, and 3) economic institugio
are social institutions.

Economic activity and exchange do not exist imeuam, taking place in the context of
some form of social action structured hierarchyclfough organizations or horizontally through
various networks of individuals, groups, businegssemdustry groups. Economic activity also
occurs through the social construction of contraates and regulations; and through reciprocity an
mechanisms of trust (Granovetter 1985a, 1992; 20B2pnomic action that is socially situated
specifically occurs within embedded networks ospeal relationships (Granovetter 1985a,
Swedberg and Granovetter 1992, 2001).

The discussion of economic institutions concutyesisting as social institutions draws
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upon Berger and Luckman’s (196B)e Social Construction of Realignd Granovetter’'s (1992,
2002) idea of path dependent sequences and setiarks. Organizations do not develop
according to rational theories, but rather throtihghcomplexities of relationships that are not gksva
inclined towards efficient decision making and oiigational structures. “Economic institutions are
constructed by the mobilization of resources thraagial networks, conducted against a
background of constraints given by previous histbdevelopment of society, polity, market and
technology” (Berger and Luckman 1966; Granovet®2] 2002; Swedberg and Granovetter 1992,
2001, 18). Granovetter describes “how indivica@ions, conditioned by incentives, trust and
cooperation, power and compliance, and norms amdiiigés that affect these states and actions, are
shaped by and of themselves reshape larger institittonfigurations” (Granovetter 2002, 49).

The importance of viewing economic institutionsasial institutions is important for new
economic sociology. First it stakes a claim fof itwthe discussion of institutions postured by the
new economic institutionalists led by the origiriébes of Williamson, North and others
(Williamson 1975, 1985; North 1990; Richter 200$econd, it bridges the gap between the “micro”
individual, rational behavior of actors and the tmzd conception that individual behaviors and
actions are conditioned upon the institutions imnctvithey exist (Granovetter 1973, 1985a, 2002).
This idea will be revisited later in discussing hparformance budgeting, acting as a change agent
can influence organizational performance whereviddal incentives framed by the functions of
trust and cooperation, power and compliance, namdsdentities can generate new outcomes for
organizations and organizational performance (Gretter and McGuire 1998; Berger and Luckman
1966).

Economic sociology has been used to observe thamagency and social interaction

within various levels of society and cultures. (8ierg 1987; Zafirovsky 1999; Smelser and
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Swedberg 1994, 2005; Dobbin 2005). This study l@bitke human agency and social interaction of
the budget process within local governments fogusmprofessional administrators responsible for
the provision of government services. Swedber@32provides the sociological lenses most useful
for furthering new economic sociology as 1) soo&tivork theory, 2) cultural sociology, and 3)
organizational sociology. Guillén et al. (2002) o#idditional lenses for observing trust, social
capital, and motivational commitment. | will brigflliscuss aspects of the specific lenses applicable
to my study of local government budgeting.
Networks

Social network theory grew out of the developnaéri@ociometry by Jacob Moreno and
other researchers prior to World War Il who wereagshing small group dynamics from a social
psychology perspective, later applied to both Heurd mathematical approaches (Moreno 1943,
1953; Coleman 1960; Rappaport 1963; Granovette3)1Bocial networks were also observed
through studying corporate relations and interldeisveen different types of corporate
organizations (Mizruchi 1966; Palmer 1983; Swedli&gj7). Granovetter (1973) helped pioneer
the structural nature of relationships capableaidfying the gap between micro, small group
dynamics to large scale macro patterns within orgaions and institutions. Granovetter proposed
the density of networks and their relations in reks affected labor mobility and other social
relations. He found that tightly connected, deretevorks (strong ties) were disadvantageous for
mobilizing resources. He offered instead thatdtyosonnected, (weak ties), less dense social
networks were more capable of mobilizing resoufeepersonal or group benefit (Granovetter
1973). Granovetter’s ideas led to his later disicusof embedded personal relationships and
networks structures (Granovetter 1985a, 1985b).

One of the most prolific contributors to sociaustures and network theory is Ronald Burt,
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whose concepts of network structures and socialraict the market place influenced Granovetter’s
embeddedness argument (Burt 1982, 1983; GranqvEd®$a). Burt's discussion of structural
holes within networks clarifies the concept of abnetwork activity. Borrowing from Simmel’s
“tertius gaudens,” or third party who benefits froomflict between two parties, Burt proposed that
within networks, there are gaps or structural hatsde networks that can be bridged by
opportunist entrepreneurial actors (Simmel, [1A®§0, 154, [1908] 1955; Burt 1992, 30-32;
Swedberg 1997).

Successful bridging of structural holes can legolasitive and beneficial results for
individuals and organizations. The propensitgtaictural holes is found to exist in less dense
networks (Burt 1992, 2000, 2001). Burt found thetse networks are less effective for
organizational performance, reinforcing classicala psychology network findings that dense
networks display extensive enforcement of groupnsaesulting from greater intensity and
duplication of information passed within the netiw(ffestinger, Schachter and Black 1948, Burt
2001; Granovetter 2005a).

Burt provides a descriptive metaphor for how infation is transported, communicated, and
either generates or discourages trust within néésvoBurt designated bandwidth amplification
theory as the reliance on closed networks descibgakial capital and economic theory, proposing
closed networks enhance trust and communicatidternatively, he designated echo theory as the
reliance on closed networks described in sociahsogy, proposing information resonates
indirectly without enhancing trust and communiaatigerving to reinforce predisposed, pre-existing
dispositions of trust (Burt 2001, 31). Burt’s fings from his bandwidth and echo hypotheses serve
to disconfirm conventional wisdom (particularly ebcapital theory) that it is not trust, but rathe

distrust which is enhanced or amplified within eldsietworks. He concludes closed networks may
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actually impede performance, reinforcing his ordjiconcept of structural holes and lower density
networks offering entrepreneurial advantages utablaiin closed networks (Burt 2001).
Granovetter’s later research into networks bortbfxem Coaseian Concepts and Marshall’'s
industrial districts to discuss how business gragbed within social structures and networks. He
countered Coase’s explanation of a firm’s existeasalting from activity specialization and
transaction costs by suggesting that firms existearasult of forming relational social structures.
Business groups consisting of firms are groupeeth®y simultaneously competing and cooperating
with each other as a result of similar social $tngs found at individual and organizational levels
(Coase 1937; Granovetter 2001, 327-328; 2005h, 4@9anovetter defines business groups as
“those collections of firms bound together in sdorenal and/or informal ways characterized by an
‘intermediate level’ of binding,” and classified @maither short term strategic alliances, nor lggall
consolidated firms, but as loose confederatiort®alitions (Granovetter 2001, 329, 330; 2005b,
429). Granovetter’'s business group discussionmgguapon Marshall’s industrial districts, where as
business groups spanthgeographical and political boundaries in a glaealienvironment.
Granovetter’s discussion of boundaries and netsvgri means for extending his weak ties
concept by applying White’s coupling and decouptmglentify the boundaries of networks.
White’s work centered on the conflict between trashtrol, and both individual and organizational
identity dependent upon the coupling or decoupigpcial structures and networks (White 1966,
1992, 2008; Karafillidis 2008; also see Rauch aathiton 2001). Granovetter’s “social
construction of economic institutions” identified imgentives such as “trust, power, norms and
identity.... enacted in vertical and horizontal nelas” shifts from individual relationships to an
institutional focus, identifying the social spadesfitutions and institutional sectors upon which

individual relationships are coupled or decouptedifeach other (Granovetter 2002, 49).
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Granovetter offers the coupling concept to desdridae actors channel novel information to and
from pre-existing communities to develop new typesommunities and community outcomes. He
provides Saxenian’s (1994) study of the Silicon &alis an example of open (and loosely coupled)
networks of personnel, ideas, and capital movimgsacsocial and organizational boundaries
(Collins 1974, Friedkin 1980; Saxenian 1994; Graatiey 2002).

Granovetter draws upon social capital theory hedtoncept of “cross cutting ties” to
strengthen his description of coupled networkkstarg Lipset's (1963) and Gluckman'’s (1965)
findings that relationships reduce friction andftohwithin various societal institutions such as
communities, governments, political and econominaas (Granovetter 2002, 52). Granovetter
defines cross cutting ties as “some level of cogpietween discreet networks or institutions” and
providing “channels through which a strategic aotay leverage weak attachments across segments
SO as to assemble resources into a larger sotigt’ éGranovetter 2002, 52-53). Granovetter
consolidates these concepts by developing thresretif types of structures and three different
potential outcomes from the resultant structufidee first structure is a highly decoupled structure
without cross cutting ties disposed to frictiomfraonflicting interests, but also disposed to
coalescing, influenced by large scale social phenam&he second structure, the weakly coupled
structure is more disposed to developing consesiiedmes during conflict, but also more likely to
be affected by either the positive or negative erflte of economic entrepreneurs advancing interests
as a means for garnering power and influence wahanger social entity. The third structure, the
highly coupled structure is more disposed to caaper activity, but less likely to be influenceddan
coordinated by a centralized body, and is less adajatichange. Finally, Granovetter asserts his
coupling framework is equally pertinent to botlusture and agency roles. In other words,

Granovetter’s coupling concept can be used to ithesgovernment agency organization
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(Granovetter 2002, 53).
Trust and Social Capital

Trust and the closely related concept of socaitabgpermeate throughout the literature of
embeddedness and networks beginning with Granoggtt®73, 1985) example of personal
relationships embedded into networks facilitatimgt Fligstein (2002a) proffers networks fadiéta
reciprocity and trust in social relations, anduefices the flow of communication and information.
Zafirovsky (2001) describes trust as an incentiflaencing economic exchange, action, and social
structure. Defining trust is equally problematidasining embeddedness, with multiple meanings,
definitions, disciplinary approaches, and cogniigeociations (Williams 1976; Dacin et al. 1999).

Nevertheless, | will provide a few definitions frahe economic sociology literature for
discussion. Simmel defined trust as an unthinkelgef, a “quasi religious faith” (Simmel [1907]
1978; Smelser and Swedberg 2005, 11). Colemanediiinst as a conscious bet calculated by
anticipated gains and losses resulting from trggomeone else (Coleman 1990, Smelser and
Swedberg 2005). Berezin (2005) separates emabamtfust to isolate the concept from pure
economic theory, and borrowing from Coleman to diesctrust as a cognitive act implying
knowledge of uncertainty or risk. Zucker (198687Pprovides a multidimensional description of
both individual and structural levels of trust.u3trinvolves relations between two actors potdwtial
conditioned by third party actors. Trust also réfleke likelihood of good faith exchange through
repeated and reliable processes. Information aeael/of a structure can be either mutually
supportive or undermine the production of trusastly, Burt (2001) describes trust as a function of
anticipated cooperation within networks and markets

Granovetter (2002) borrows from Coleman’s socatiework of actors, resources, interests,

and control to describe the dynamics within vertecad horizontal relationships: trust and power are
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associated with vertical relationships, while tiaustl cooperation are associated with horizontal
relationships. Granovetter (2002) indicates seemntkhird order effects driven by trust and power
dynamics can influence the determination of outconr@erests driven by trust and cooperation are
also capable of reducing the deleterious effefieefridership and prisoner’s dilemma, countering
Williamson'’s self interested guile and malfeasasfa@arket relations (Olson 1965; Williamson
1975; 1985a; 2002).

Quite possibly the most detailed account of rusetworks is provided by Uzzi (1996,
1997). Uzzi remarked that trust is best develapiétn embedded ties through third party referrals
and previous personal relations, setting new eapens between actors and resource exchange
processes. Uzzi makes some astute observatienameto public administration and budgeting.
First, the greater prevalence of trust facilitdésger requirements for control mechanisms. Second,
trust is facilitated when extraordinary effort idwaarily given and reciprocated. Finally, the
concept of embeddedness facilitates flexibilitidentifying, coordinating, and problem solving
(Uzzi 1996, 1997, 47, 54).
Uzzi’'s synthesis of rational theory with embeddedremphasizes decision processes are less
constrained by bounded rationality when qualityadas are maintained, creating incentives for
actors to search for deep solutiovithin established embedded relationships, rather ttsanhseg
broadlyacrossthe spectrum of relationships (Uzzi 1997). Trhstt is most effective when
strategizing and manipulation are absent, busts @alitonomous to both engaged activity and social
relations (Guillén et al. 2002; Granovetter 2002).

Often, economic sociology literature brings social capital into tleaisison through the
mention of reciprocity. Social capital originates from the incentive to buid &#nd reciprocity

transmitted via interpersonal activity and informational networks, influgremonomic and non-
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economic activity (Coleman 1988, 1990; Putnam, et al. 1993; Granovetter 2005b; Gui and
Sugden 2005). Kilby (2002) indicates networks cannot exist without trust, becaug®ibeha
enforcement such as norms and rules are ineffective as stand-alone nmeslaaisnust be
balanced by Woolcock’s (1998) balancing of two types of social capital: auycsamain
embeddedness. Autonomy refers to the ability to connect to external actors ametw

Social capital is broadly defined as “the ability to secure resouycéstie of
membership in social networks or larger social structures” (Portes and Mooney 2002, 305, 308)
Another way of conceptualizing social capital is the nurturing of resourdeslimg social
relations for the purpose of achieving individual interests (Coleman 1990, Sareds8wedberg
2005). Access to resources however, does not guarantee positive outcomes, nor do stctors’ be
intentions necessarily guarantee positive social outcomes (Portesratult 1996; Portes 1998;
Portes and Mooney 2002). Social capital theory is frequently applied to a numbeasof ar
related to this study: government performance, governance, government suggoriafic
development, policy formulation, civic engagement, and confidence in government (Ra@tnam
al. 1993; Putnam 1995; Tarrow 1996; Portes 1998, Portes and Mooney 2002).

The discussion of social capital is important for two reasons. First embedsledne
networks, and trust permeate the discussions of social capital as a meah&fecing new
economic sociology. Secondly, social capital draws heavily on civic engagememiportant
concept important in the public administration discipline and especially indogatnment.

This paper explores how trust, information, communication and decentralized (or autonomous)
processes influence the budget process and management performance witgovkrcanents.
The point here is economic sociologists borrow from numerous disciplines to advanceythe bod

of knowledge. | intend to do the same with this paper, drawing from a number of
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multidisciplinary concepts to offer an alternative means for obserieagudget process outside
of the budget rationalities paradigm prominent in public budgeting literature.
Setting the Conditions: Performance Budgeting’s New Approach

| have spent a substantial effort detailing economic sociology literaitlvéhe intention
of justifying and applying various aspects of both classical and new eaoeoamwlogy to
performance budgeting. Prior to discussing how | intend to make
sense of two disparate theoretical approaches, | must provide threedmsitagarding
economic sociology theory. First, economic sociology is not without ttexcriScholars have
pointed out that Granovetter's embeddedness does not account for the negative impaadrof over
under embeddedness within culture and politics. Others question the abilityatitydtk
embeddedness to macro structures (Zelizer 1988; Zukin and DiMaggio 1990; Nee amd Ingra
1998; Krippner 2001; Swedberg 2003, 2007). Second, the broad theoretical interpretation of
embeddedness, networks, trust, and social capital may actually hindexfsianatory value.
McLean and Padgett (2004, 217) recommend greater specificity and dii@rgnsiocial ties,
something this study accomplishes by looking at a specific actioitgl jovernment public
budgeting.

Finally, some scholars speculate classical and new economic ggGoe
indistinguishable from each other: both offer the promise of addressing residual@nd c
economic issues from a sociological approach (Swedberg and Granovetter 1882sidatind
Levine 1997; Zafirovsky, 1999, 601, 603). Zafirovsky believes the only differencedrethe
two is the greater methodological sophistication afforded by new econonotogycscholars.

Still others desire to continue distinguishing between the two, supporting/ia & classical

economic sociology and conjecturing new economic sociology has yefitoesilfy mature
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into neo-economic sociology (Ritzer 1989; Piore 1996, 752; Zafirovsky 1999). An alternative
point of view is new economic sociology is a continuation of classical ecorsatimogy,

eliciting greater methodological sophistication while simultaneoughgimg attention to a sub-
discipline marginalized by the continued debate between the instrumersatidisnctionalists
presiding in the economic and sociological disciplines.

What | have attempted to do thus far is offer a theoretical background fontprgssn
isomorphism of economic sociology and public budgeting theory using perforinasee
budgeting as the catalyst. Changes in budget reforms and processes iectimamqust first
order affects, the purview of traditional budgeting theory. Performance ugl¢@tinstance,
acting as a change agent may also create second and third ordercaffabts of subtlety
changing organizational behavior, ultimately affecting organizatiofedtefeness.

Traditional public budgeting theory identifies budgeting as a separatg eftéh taking
precedence over management. While some might argue that bureaucraticac@h&rgéncy
theory facilitate this idea, | offer that such an approach is centric tafedel state budgeting
processes (this point of view is supported by Key, Wildavsky, Rubin, Thurmaier and
Willoughby, and at times Schick). Budgeting at the local level however, is ogedycaligned
with management functions requiring greater reliance on social strsicindeface to face
personal relationships, both vertically and horizontally within organizationsxaechally with
legislative bodies, interested stakeholders, and community citizensis Tibisto say that
traditional budgeting aligned with the political process and resource allocatisaaagpply,
rather that budget decision making processes at the local level are nsetg algned with
accounting and management processes (Nouri and Parker 1998; Smith 2004; Parker and Kyj

2006; Smith and Schiffel 2006; Miller, Robbins and Keum 2007).
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Currently, neither traditional budgeting nor performance based budgeting theor
adequately address the behavioral aspects of budgeting related to both mandgeisiont
making and resource allocation processes. As a result, a new approach eynécdshy
explore budgeting theory at the local level of government. Wamsley and Zald (1Qr&) ¢he
political aspects of budget reform had largely been ignored from the 1912 Tafi€am to
the PPBS reform in the 1960s, and that budgeting was a rational surrogatemesmtkanism.
Wamsley and Zald, Wildavsky, Schick, Rubin, Thurmaier and Willoughby to name hdee
since fully explored the political aspects public budgeting.

Economic sociology offers a new approach, allowing me to suggest that public
budgeting at the local level is embedded within public management, borrowing upon
Granovetter’s concepts of embeddedness and coupling, as well as Thompson’s (1967) pooled
interdependencies. Granovetter proposed that intra-firm relationships & emportant than
authority within firms. Applying Granovetter’s concepts to budgeting, | proposerpenfice
budgeting mediates changes to intra-organizational relationships, posiiugdyncing
organizational effectiveness within local government organizations.

A crucial point here is individual and organizational behaviors are linked to
organizational structures and processes. The inclusion of behavioral actndies i
organizational processes implies the possibility of both direct and indifectsedssociated with
management decisions. Indirect effects may be more subtle and not intiatlgd. Budgeting
as an organizational or management process also implies the possibilityeftieffiects as a
result of budgeting decisions. Because performance budgeting is a dtemdgeaditional
budgeting processes, performance budgeting can act as a change agenbuBgéling

scholars generally observe the direct effects of performance bugigatih as changes to
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resource allocations. What is missing is whether there are indirecséffatinfluence
organizational performance as a result of changing organizational couppogled
interdependencies. The next chapter provides a framework for the isomorpleisomomic
sociology and public budgeting theory, proposing performance based budgetiggpac
change agent, indirectly affects organizational behavior resultingdnamged organizational
couplings or pooled interdependencies, and such intra-organizational changeseanfluenc

organizational performance.

91



Notes

! It is important to note Schick explicitly states results must be a drivingrfm the budget-
management-performance equation, requiring extensive support by govelesaenship in
order to achieve successful implementation.

% The focus of Schick and Kettl's research has been the federal level of dcemeistic
international government. An important proposal from this study is the suggestiumttteons
of budgeting may be similar between government hierarchies, but the structurescasdgs at
the local level contain unique characteristics requiring special consthepaidr to assuming all
budget processes are unidimensional.

% Nathan furthers Radin’s (2000) discussion regarding the development of spetifimpace
measurements to account for the uniqueness of specific federal programshesdawetopment
of blanket performance measurements, and presents a similar case supgertygor
department level performance measures.

% Jordan and Hackbart use the term “implied” to describe how performance budgetig hol
promise for influencing resource allocations, but “seldom used”. They do howewearkreow
the performance budgeting process in Florida increased managerialifiexasiich | believe
Melkers and Willoughby use to describe performance budgeting’s promisedaving
resource decision making procedures.

® | am delineating contemporary assertions of the perceived and actual divieemeconomic
and sociological theory here. Classic economists and theorists dating badkeioaivd
Durkheim and beyond struggled over the “imperialism” of economic theory whereiall soc
actions originate from economic exchange. The classical theoreticaha@xpies of economic
sociology entailing both theoretical disciplines are further explainddsrchapter. My point
here is simply to evince my perception that both economists and sociologists studagidy
economic sociology’s intersection between both disciplines.

® Zafirovsky (1999) poignantly reminds his readers to be careful about leaving owatl sever
important neo-classical economists whose works included concern for human and matiolog
conditions. His point is to remind us that contemporary economic sociology is @ergbte
towards the sociological discipline, tending to forget the contributions seemabmists whose
work converged with sociology, including Jevons, Wicksteed, Mill, and Simmel's exchange
theory.

" While economic sociology is often viewed within the margins of both economic amdbsyci
disciplines, both disciplines argue rather strongly about its origins and the moinsicholars
associated with the concept can easily expand, addressing a multitude oflateasto the
development of neoclassical theory within both disciplines. Attempting to addregselvelar
attributed with economic sociology risks diluting the value of transferring theepbota public
budgeting. Thus | made an assessment to address only those scholars mostoaigedsvith
the theoretical concepts in this chapter.
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® From a public administration perspective, Woolcock might be pressing his argument by
implying institutions and groups regulate behavior in the form of bureaucraciesnaitidlf
group settings, or that individuals volunteering to abide by them develop trusteaferor
otherwise. But if individuals volunteer to abide by such regulations, theyoynasay of
routinization develop trust relationships.

® Talcott Parsons is credited by economists and sociologists alike for snlidifys distinction,
particularly with his 193The Structure of Social ActiorEconomists and sociologists alike

have debated Parson’s work. Samuelson based his discussion of “rational and irrational
behavior” upon Pareto’s discussion of logical and non-logical actions, while Stincesmuaght

to countermand Parsons, stating Parsons created a “birthmyth,” misrgprg$’areto’s actual
contributions (Samuelson 1947; Stinchcombe 1986; Zafirovsky 1999; Dalziel and Higgins
2006). Ironically, Parsons later recanted much of his original theoreticks with Neil

Smelser and their 1996conomy and Society: A Study in the Integration of Economic and Social
Theory discussed later in this chapter.

19 Interestingly, Pareto remarked that sociology could not use the studynefyras an
instrument for logical observation, but sociolaguldbe used to study the effect of tax levies
and their impact on wealth and society, a mantle Joseph Schumpeter used in Qiasi9®Bd
the Tax Statéand later by Musgrave) to explain how fiscal tax policy can affect societ
Schumpeter’s connections with economic sociology are discussed later inghex.cha

1 Social equilibrium is generally described by social economists as thel matlemof both
economic and social activity striving to achieve the concept of equilibrium.

2 Dacin, Ventresca, and Beal (1999) provide an extensive list of embeddednessistudi
“The Embeddedness of Organizations: Dialogue and Directions” (1999). Z&firans
Markets and Societ§2003, 46) remarked the often used term “social embeddedness” had
“become paradigmatic” and “the hallmark of new economic sociology.”

13 Uzzi (1997), Dacin, Ventresca, and Beal (1999), and Granovetter (2002) provide numerous
examples of embedded activity. Financial institutions and activity receiagedeattention. A
guestion this paper attempts to answer is whether embeddedness exists within publi
organizations, and specifically within budget processes.

4 Do professional societies for city managers, engineers, economic desefoqerparks and
recreation specialists for instance, influence behavior in non-rational onaket ways
affecting management, budgeting and decision making processes? Also howranidiff
political structures, in this case form of government, exist that influaritea embeddedness
as described here?
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Chapter 4
Synthesizing Performance Budgeting and Economic Sociology

This chapter provides a descriptive theoretical explanation as to wisymarice based
budgeting remains a viable reform, borrowing from economic sociologyptiain how the
budget process is layered with a budget rationalities layer of existinghgosetal budgeting
institutions, and a second layer of budgeting embedded in the management of government
bureaus, agencies and departments. Schick (2003) offers how performance budgatigy depe
on the orientations of the administrators and legislators involved in the performancerigudge
process confirming the possibility of distinguishing between legislabwérol and resource
allocation, and the management and delivery of public services. He stdtethpace
budgeting can only be “embedded” in management processes where resultsnapemiara
(Schick 2003, 102).

Whereas Schick implied we have not yet reached that stage, | propose itstgmeex
established as a result of previous budget reforms, the professionalizatioemwingent and
reality of budget constraints (exacerbated by economic downturns) reghieiprovision of
services with sub-optimal levels of resources. This management layer ofibgdgeit solely
focused on budget execution, which is jointly executed through legislative bodieal badget
agencies, and agency managers tasked with providing a desired levelagfsséontrary to
existing budget theory, there is more than the budgeting rationalities flodegisiative resource
allocation and budget accountability processes. Public managers aenaiky of the
importance of the political layer of budgeting, whether it is decision makinguatability, or
the competition / compromise for securing a desired level of resources to asbamgeincy
missions.

| propose that managers also look these issues from another layered persgestve
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the focus of budgeting and budget documents serve as both the means and constramgts, guidi
management’s provision of government services somewhat independent of budgebexend
accountability oversight. Budget execution is an important managemenbfuact managers
are aware of the ramifications of ensuring effective budget execution, busihdbalways take
precedence in a manager’s priorities in supervising and delivering the desgkdfl
government services. Efficiency, effectiveness, outputs and outcomes adriwdatuch of
public management processes, always on the forefront of a manager’sepridritvould submit
managers do not review budget activity on a daily basis as do central budget aathBritlic
managers do however, in one form or another supervise the delivery of outputs and outcomes on
a daily basis

This conceptualizing of layered budgeting activity offers a recaticih or truce
between the age old debates of the Public Administration Dichotomy. The dscostional
budgeting (Wildavsky 1964; Meyers 1994; Thurmaier and Willoughby 2001), agency theory
(Tullock 1965; Downs 1967; Niskanen 1971; Moe 1984; 2006; Bendor and Moe 1985; Wood
and Waterman 1991, 1993; 1994) and bureaucratic control theory (Friedrich 1940; Finer 1941,
Ostrum 1973; Waldo 1984; Goodsell 2003) are still applicable at the legislative argbtdiel
of budget decision making and execution. Concurrently, managers must concertvdgemse
with the issues and challenges of how to manage an organization described in the publi
management literature (Goodnow 1912; Gulick 1937; Appleby 1947; Wilson 1989, Lynn
20006). Instead of a dichotomy, there is a layered convergence where depannggency
heads must be able to communicate and support legislative authority decision, aadtthgy
must manage their organizations as they see fit within the budget cosdtiaynhave been

given. In other words, the public manager must have their feet planted firrhig Wdth layers
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of budgeting and to be successtult within the management layer, budgeting is embedded in
the management process rather than the focal point of management &ctivity.

The literature on performance based budgeting has been focused on thgdiref |
budgeting, observing whether performance based budgeting influeniséativag decision
making and resource allocation. But how can you tell if an agency’s usdahpeance based
budgeting actually influenced resource allocation? The old Catch-22 comes ynteda If an
organization is successful and exceeds output and outcome expectations, why dadthey nee
additional funding? Likewise if an organization fails to meet desired output or outcome
expectations, why would legislative authorities want to reinforce &ludow do we even know
if the outputs or outcomes are accurate? Finally, at any level of governmengréheultural,
traditional, and needs based requirements that trump re-allocating funds sintpb/ purpose
rewarding performance (Wildavsky 1979, 1988, 2001; Wilson 1989; Rubin 1998, 2006; Melkers
and Willoughby 2001; Swedlow 2001; White 2001; Melkers 2006; Lu 2008).

But what about the management layer of budgeting? First, | propose budgeting i
embedded in the management layer of government activity. Second, perfobasede
budgeting does not require structural change that could upset the status quo of poweinbrokers
budgeting and management activities. Instead, performance based budgetgesche flow of
information within the already existing social structure networks in thenaatgon. With the
new information flow, variables such as trust, communication, and autonomy of decisioig maki
change, but the organizational structure remains the same. Third, introducingpedebased
budgeting brings about new couplings within the organization. As a result of new gsuplin
increased levels of trust, information availability and changes in decisiomgnaikicesses will

have some sort of effect on the organization. How can we attempt to measurageréoin a
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manner that addresses the political layer of budgeting? Rather than loalkeaguate
allocations, are their other ways to measure performance? This paper prbabses t
organizational performance is influenced by the introduction of performanace tnaggeting
indirectly through perceptions of those involved in the management, decision makingiopr,ovi
and delivery of government services.
Isomorphism

Can the antecedents of economic sociology be used within a different framewayek w
budgeting, government activity and government institutions are substitutedfameic activity
and economic institutions? | propose they can be substituted with similar eéaplarsdue.
Historically, governments have played key roles in regulating, monitomgewen directing
economic activity (Fligstein 2002b). However, recognition of this statement ppatar
within the economic field. Government intervention within the economy is antithetitia
widely accepted canon that free market enterprise is the optimal coarstoaffor maximizing
societal wealth. Often what is lost in the concept of governmental provision af gabtls and
services to prevent distortion of social equity, is the reality that governisertamtributes to
economic activity. Just ask any politician about the value of government awiitrity their
districts. Try to take away such activity from a community and one dirtheesponses almost
always includes an estimate of the foregone economic value benefitirgnhaunity.

Likewise, governments are in competition just as other economic entitigs are
competition. National, state, and local governments all compete for resourchey anot
observation often overlooked or given only cursory attention within the economic discipli
Government competition becomes more readily apparent when shifting from nagistedk to

local government. Quantity and proximity of governments begets gosaigretition for both
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scarce and common resources. The greater quantity of governments allowsslessanel

citizens choices to influence local government provision of serviceldiie1965; Phillips and

Goss 1995; Salz 2001; Glaeser, et al. 2001; Edmiston and Turnbull 2003; Fox and Murray 2004;
Plosila 2004; Bartik 2005).

Schick (2003, 85) states that performance budgeting requires organization, which
translates into “human, financial and other resources to produce a collectivg besile
subsequently frames this statement by describing how an organizatioe e as equally
inefficient as efficient, because organizations often place internal negd®ans above
external demands and conditions. | am not confident that Schick’s observatiorsedg@pply
to the local level, at least according to Tiebout’s theory supporting govercorapgtition.
Arguably, local governments must be more cognizant of external demands olieontst@nd
local conditions. Quite succinctly, the face of government is much more prevalent and
personalized at the local level of government, and thus more socialized as well.

The use of performance based budgeting at the local level is unique when cbtopare
state and federal government. Performance budgeting at the federataneh& has generally
been a top down driven process. Local government performance budgeting istfyeque
initiated as a bottoms up process, by enterprising, entrepreneurial typestiditars (and
sometimes legislators) searching for better management and budgetegses. Local
government intentions can also be quite different from the new public managemsdidresse
that performance based budgeting’s function is to improve accountability @ndegreater
flexibility for managers.

Local government budgeting continues to grow albeit slowly through a diffusion of

innovation (Melkers and Willoughby (1998, 2001, 2005, Willoughby and Melkers 2001;
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Willoughby 2004, Ho 2006a; Ammons 2008). The diffusion and resilience of local government
performance budgeting counters the specter of critical assessments pyblewnmanagement
scholars (Schick 2001, 2003; Kettl 2002, 2005; Radin 2000, 2006; Frederickson 2003;
Frederickson and Frederickson 2006). Schick (2003), for instance, indicates pecobased
budgeting cannot be successfully implemented without transformational chaigis.idftrue,
why the diffusion and continued acceptance of performance based budgeting?yGontra
Schick’s assessment, | offer that performance based budgeting siamdgoses itself into
ongoing budget and management processes. Organizational structure does not hage to cha
and as a result change may be more nuanced.

Performance based budgeting’s uniqueness within local governments istteghby
Radin’s (2001) findings that performance measurement works better at the furletretsaof
government rather than from government supervisory and oversight bodies and processes.
Radin’s concept of functional level government can be applied to local governmerd,esch
particular department equates to a specific functional level of goverranerdgain, implies the
possibility of observing layered government activity, distinguishing bEtiegislative oversight
and management execution of functional government tasks.

As previously mentioned, the face of government at the local level is more peesdnal
and as a result both legislative and management behavior can be different frandftatteral
government. Why? Local government legislators and administrators live andnwwastly
closer proximity to voters who also happen to be citizens and neighbors. The business of
providing government services becomes more personal as compared to state ahd feder
government. As a result there can be another perspective outside of budgetinkitiegiona

where compromise and fair shares take precedence in resource allocatiomsleditanager
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and administrator proximity to citizens and neighbors can heighten interesliveridg quality
services in a manner unexplainable by the budget rationalities pérspelhe uniqueness of
local government budgeting provides a strong argument for the focus of this palibie a
discussion of the isomorphism of economic sociology and performance based buddketiag
limited to local government in terms of its explanatory value.

One of the defining concepts of economic sociology is economic action is a form of
social action that is socially situated within economic institutions tleadlao socially situated,
and this social embeddedness can be nested between hierarchies within instButeatiserg
and Granovetter 1992, 2001). Using Parsons and Smelser’s (1956) AGIL framework, & propos
a tiered approach for addressing the linkage between government activity aniihiguaicierity.
Parsons and Smelser described the economy’s role within a larger san&at and
subsequently as a subsystem. Government and budgeting activity can be edbsetitut
economic activity in their model. Parsons and Smelser (1956) also indicatierisecaction
affects the state of these systems, and their boundaries are malle#idepiarpose of achieving
stability. Figure 4.1 provides a graphical representation and substitution of ec@uatimty for
government activity and performance based budgeting using Parsons and’S#élde
framework and subsystems of society (Parsons and Smelser 1956, 16-20, 51-53).

< INSERT Figure 4.1 HERE>

Applying Granovetter and Swedberg’'s and Parsons and Smelser’s frdmelymopose
government activity can be substituted for economic activity as previouslysded.
Government activity, or governance, is a form of social activity that isllyositaiated, that
governments like economic institutions are social institutions, and governmemthies

interact within government processes. The discussion of budgeting lagensdserelevant for
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discussion here. There is a hierarchy of government activity, with the gladiticegislative

level concerned with government oversight and resource allocation for the purpcsstiobm
the expectations of the polity, while delegating the execution of governniefittydo a
management level tasked to provide efficient and effective governmerdeser@overnments,
like economic institutions exist within a larger societal context, alsoioomgaa polity and both
integrative and value maintenance systénfénally, governments operate exchange activities
within social structures similar to business and industrial market &giviNot only does
government activity create social value, government activity @eat@omic value including
the purchase of inputs and contracting out of portions of its operations in the pupsadwfing
government outputs and outcomes.

There are a number of possibilities for introducing the management procesy into m
theoretical framework. Using Parsons and Smelser’'s model, the manad¢gmrakoan be
described as a subsystem of government acfivitist as budgeting has several functions such as
planning, management and control for instance, government activity also has a number of
important functions such as providing public safety, public health, and public infrasg;uend
economic development to name just a few. The management subsystem of gavérdicates
how governments provide key services. Governments also must provide oversight ae alloc
resources for the organizations tasked with the management and provision of government
services. Budgeting serves as a guide, constraint, and contract fozatigasi to execute their
functionally assigned missions.

Organizations must manage their operations within the intent or directives ofet.budg
Organizations must also manage the execution of budgets in fulfilling tepongbilities for

providing directed government services. From the management level of goverotiveyt the
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budget is a constraint driving how management decides to fulfill their direzsponsibilities.
While organizations compete for resources within the political or legislatyes of budgeting,
once a budget is set, managers are concerned with providing the expected levelnohgatver
services given the constraint of the budget.

Budget execution is an important task for government managers, helpinditatéattie
provision of services as efficiently and most importantly, as consistentlysagble. The
literature on the management function of budgeting focuses on addressing bedgaoexand
managerial discretion for redistributing allocated resources frornassiidgets, rather than as
part of the entire spectrum of government management activity (Schick, 1964, 1978y Mayp
Granoff and Giroux 1991, Forrester and Mullins 1992; Thurmaier 1995b; Rubin 1997a, 1998,
2006; Lauth 2002, Cain, Choudhury, and Clingermayer 2004). This observation provides the
logic for illustrating why budgeting is embedded within the managemenegs@f government
activity. As Schick (2001, 58) has indicated, the budget does not necessarily ainagement,
particularly after the budget has been established. From a managemrspactive, budgeting is
an important function for guiding how government services will be proviuégaloes not
supersede the management function in precedence for the provision of governmerst service
Rather budgeting is embedded in the management of government activity.

Budgeting’s embeddedness is applicable not only for discussing its role Wihin t
management and provision of government services, budgeting is also a form ldcaria
Budgeting activity is a socially situated concept taking place withiemuorents that are also
social institutions. Public budgeting is not conducted in a vacuum, and budgets are tioé resul
social activity with interaction between citizens, legislators, goventragencies, industry,

special interests and lobbyists, to name just a few of the social intelagtred in the budget
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process.

There is some convergence of embeddedness and social activity with teé budg
rationality literature. The budget rationalists provide extensive defdie budget process and
the social interaction between various budget actors, but the preponderance of observations
orient on the political and legislative aspects of budgeting, overlooking theyeraaat layer of
budgeting where social activity also plays an important role in the budgetgsr(Wildavsky
1964; Meyers 1994; Rubin 1997a, 2000, 2006; Thurmaier and Willoughby 2001; Wildavsky and
Caiden 2004). The literature on budget execution also contains some discussion of social
interaction, but again mostly from a political or control perspectivanelipon central budget
office supervision rather than departments and agencies tasked with prowidiimgiaaging
government services (Schick 1964, 1971, 1978; Rubin 1997a, 2006; Jones 1992; Thurmaier
1995a; Johansen et al. 1997; Lauth 2002; Dougherty et al. 2003).

The point of the discussion here is to assert the realm of social interaction @ publi
budgeting theory extends beyond rational actors dealing with competition ancousgr
Private budgeting and particularly the management accounting discipline tia$road inroads
into the social interaction of budgeting beginning with principal-agentoakttips, budget
targets and manager performance, participatory budgeting, and how oligasizatnmunicate
budget information (Argyris 1952; Simon et al. 1954; Hopwood 1976; Chenhall and Brownell
1988; Chow, et al. 1988; Shields and Young 1993; Shields and Shields 1998; Chong and Chong
2002; Marginson and Ogden 2005a, 2005b; Parker and Kyj 2006). If budgeting is a social or
exchange process, what are the effects of implementing changes to the budgstyponere-
existing budget networks and social exchange processes? Despite seyaraéform efforts

and Schick’s (1971) description of budget hybridization as a result of such refornignine
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budgeting remains the predominant budget process. While it is apparent that previous ref
failed to change government structures or the hegemony of budgeting’s accoumtiranf
were there any other indirect effects within government organizations tijatt Imave gone un-
noticed?

Empirical findings from all levels of government indicate 1) performaased
budgeting has not changed government or budget structures, and 2) performance based
budgeting has limited ability to influence resource allocation decisiods malegislative
authorities. Why then, has performance based budgeting slowly continued to evalvevend
practice (albeit at slow trajectory)? Is the reason simply asedamdth Schick’s hybrid
budgeting or is something else motivating governments to continue implaghpatformance
based budgeting?

The public budgeting literature has looked at resource allocation aretisms output
measurements as a means for measuring performance based buzlgeflnoghce on the
provision of public goods and services. But why have we neglecteontertedly search for
whether or not performance based budgetaintually influences organizational performance?
Can performance based budgeting, acting as a change agent ongaigigational behaviors
such as trust, communication and interdependency (or cooperatidm) witblic budgeting’s
social exchange structures, which in turn affect the exchange andcpoodof outcomes?
Figure 4.2 provides a graphical depiction of the isomorphism of Ecen&uwociology and
Performance Based Budgeting.

<INSERT Figure 4.2 HERE>
The Meat and Potatoes: The Theoretical Synthesis

| have spent a substantial amount of explanatory effort to set up the spédatiics o
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theory. First, | propose that public budgeting is layered, with a political ctdége layer
addressing the already well established rational budgeting theory. Eigweawther layer of
budget activity, a management layer with differing values and norms lms thes political
layer of budgeting. The process of budgeting within the management layer is ethipeithée
execution of government activity. This layered approach to budget activity seltbs nested
concept of embeddedness, spanning different organizational and institutionahiesréDacin
et al. 1999, 326, 339, 342).

Local government budgeting is unique and varied allowing for the best representation of
performance based budgeting. Local governments and specifically locahigev:
departments are the social structures for individual interaction givemexistrms, rules, and
cultures for exploring the behavioral aspects of social interaction suclisd communication,
and organizational interdependencies within existing local governmemmeye processes.
Budgeting, embedded in the management and execution of government activitymsod f
exchange process for determining how resources are used to facilifateviseon of
government services. Implementing performance based budgeting aatb@nge agent,
influencing pre-existing budget processes steeped in the traditional imbutéget process.

Regardless of the existing budget processes, budgeting occurs within &adtwor
structure of social action for both budget formulation and budget execution. Importimgrknet
theory concepts to public budgeting is unique but not unusual, the public administration and
public management disciplines have addressed network theory in detail explorimgdtisest
management, and performance of networked organizations (Provan and Milward Te@e O
1997; Milward and Provan 1998; Arganoff and McGuire 1999, 2001, 2003; Meier and O’'Toole

2001, 2003, 2004; Goerdel 2006; Provan et al. 2007; Hicklin et al. 2008; Huang and Provan
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2007; Provan and Kenis 2008; Provan, et al. 2009).

The preponderance of public administration and public management studies revolve
around the ability to identify and manage network structures. This study loibles at
introduction of a new process (budgeting) into the existing network structurts affcts on
the behaviors of individuals within the network structure. There is little or no phgsica
structural change to the network structure, rather we are looking for charlggsavior that
might be capable of affecting outcomes. Since the network structures reneaitiedlgs
unchanged, my assumption is behavioral changes influence indirect outcomes ticdtas easy
to observe, but are equally important for organizational outcomes.

These assumptions are related to the theoretical discussions provided bgdicalcla
sociologists. If as previously mentioned, line item budgeting remains the preshdmmethod
for budgeting, how can performance based budgeting, a process acticigaag@ agent,
influence institutional norms and values in a way that facilitates a chamgda¥iors within the
local government management? Changing behaviors implies something happens beyond the
rationalist budgeting process and line item budgeting. In other words, sontekitmspark a
change in behaviors beyond the conventional wisdom of departmental budget maxmainditi
budget compromises with central budgeting authorities during budget folonul&cussions.

What could explain such behavioral changes? Pareto’s identification of lagatalon-
logical behavior (or rational and non-rational behavior) offers some explan@toetd [1906]
1971, [1915/1916] 1935, Milikan [1936] 1999; Bobbio [1964] 1999; Aspers 2001). Not all
decisions related to the development of trust and cooperation resulting from pederbased
budgeting has to be logical or rational (from a budgeting sense). Whilehit b@igational for

each department to compete with each other and maximize individual departtfarg, wwhat
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happens when the budget process becomes more personalized and departments must
communicate and interface more as a result of introducing performamcehayeting? Do
department managers make decisions related to the budget relying upon instincts and value
associated with Pareto’s non-logical versus logical behavior?

One example is how decision making might be influenced by technical proféissiona
city managers, engineers, budgeters, planners, recreational sfgemalame a few often belong
to professional associations. A second example involves an individual’s sense afritynm
local government department managers are the face of government, lorikiggnin the
communities in which they preside. A third example involves personal incertefsatment
managers and staffs working closer together as a result of penfgrbased budgeting may be
more likely to cooperate, similar to the phenomena of the prisoner’s dilevhera cooperation
can become the preferred alternative (Axelrod 1984). Finally, the developmerdtef gnest
and awareness between departments may result from increasediondrant performance
based budgeting processes, negating some measure of departmental competition.

The Social Construction of Budgeting

So far | have discussed potential characteristics emanating from netisw&ial
structures, but have yet to describe the actual structures in place withipublkia budgeting. |
use Granovetter’s framework of networked social embeddedness to describe buaigeiiyg
within local governments. The key elements of my framework originate fomieepts of social
networking and social embeddedness (Granovetter 1973, 1974, 1985a, 1985b, 2002).
Granovetter’s focus was the centrality of networked social relations pngdelements of trust
in economic life (Granovetter 1985a, 2002, 2005; Clegg et al. 2008). Granovetter’'s (1973, 1974)

early work involved the identification and description of strong and weak ties within
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organizations suggesting that networks within organizations could benefit from thepteset

of weak ties, rather than networks of dense, strong ties that limit coordinationratampand
innovation. Subsequently, he described how economic activity is embedded within netivorks
social activity and society (1985a).

Embeddedness refers to the inability of economic rationality theory to fydlgiax
economic relations unless specifically situated within a wider conceptioniaf sgations. It is
derived from such factors as the intensity and unity of a group’s integration aald soci
cohesiveness (Kilby 2002; Granovetter 1985a; Woolcock 1998). Fligstein (2002ajaes the
concept of embeddedness by indicating networks and social relationships alistarket
interactions facilitating reciprocity, trust and information transiad where all structures
exhibit common understandings of power and control structures. Markets are alsorbsstsd
of rules defining broader institutions. Fligstein’s greatest contributiondatidy reinforces my
proposal that economic sociology is transferable from market to governmeity at¢ie states
governments fulfill a variety of roles to make markets possible through regulatientives,
intervention, mediation, and provide legal frameworks (Fligstein 2002a, 65, 2002b, 65).
Governments then, actively influence market activities through the executioirof
responsibilities for delivering desired goods and services to citizens.

Granovetter subsequently refined his discussion of strong and weak ties through coupled
and decoupled relationships borrowing upon Putnam (1993) and Lin’s (2000) theorigalof soc
capital, Gluckman’s (1965) “cross cutting ties” and White's (1966, 1992, 2008) destpti
coupling and decoupling where resources, information and influence travel withificspecial
structures to elicit action and overcome “blockage” or resistance tgeli@nanovetter 2002,

52-53; Karafillidis 2008, 11). Granovetter also borrows from Burt's (1992) entreprene
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straddling structural holes, and Schumpeter’'s economic entrepreneur as dandassribing
how actors can leverage resources through a looser or fragmented structuetojo aéarger
resource base (Granovetter 2002).

Granovetter’s evolutionary transition from strong and weak ties to couplingptsrioe
illustrating his social embeddedness theory was not unique, originatingdedsarlier from
Glassman’s (1973) description of systems, and March and Olsen’s (1975) discussion of
individual intent and action (Salancik 1975; Weick 1976). Glassman described coupling as the
degree of sharing of variables within two or more distinct systems, wheedylaosipled
systems infrequently shared variables (Glassman 1973, Weick 1976). March and Olse
illustrated how intent often does not precede action, but often proceeds actidatifagili
loosely coupled activity (March and Olsen 1975, Weick 1976).

Weick proposed that coupled events are responsive and retain their own maical
logical identity (Weick 1976, 3). Some key observations spanning Weick’s coupling theory
relevant to this study include 1) loosely coupled systems are more adaptablézadoca
environments, 2) less likely to produce major change but more capable of affecimged,
smaller change within organizations, 3) encourage greater autonomy and decgiotnali
fostering innovation, and 4) thrive best in diverse, segmented environments (Weick @8@6; O
and Weick 1990; Weick 2001).

This discussion brings us to the theoretical crux of my entire synthesis proposaf One
the essential points derived from Granovetter’s theoretical presenghigninterjection of
coupling and decoupling as a means for framing his concepts about how structuigsnaresa
are inter-related and how external conditions and organizational form areciated (Swedberg

and Granovetter 1992, 2001; Granovetter 2002). In doing so, he offers three spedfaf type
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organizational structures: The highly decoupled structure, the weakly coupled strantlithe
highly coupled structure.

The highly decoupled structure exists without cross cutting ties, is vulneralolefliotc
from discordant interests, and less capable of converging for cooperative purpibeeface of
developing social trends. The weakly coupled structure is more likely tooges@isensus in
the face of conflict, but must be facilitated by an entrepreneurial agableaof influencing or
persuading a larger entity to action and prevention of blockage or resistancgich action.
Finally, the highly coupled structure is capable of a higher degree of coopelatt potentially
less capable of coordinated action from a centrally positioned entitpgd@tier, 2002, 53).
Granovetter’s discussion of socially constructed institutions provides mgwark for
distinguishing between local governmental budgeting structures. | propose thanfine i
budgeting processes are associated with highly decoupled structurespevformance based
budgeting processes are more associated with weakly decoupled sfuctur

Line item budgeting, originating from local government agencies, reradixtire at all
levels of government. Over time the line item budget evolved from a predoypiesteutive
oriented process focusing on executive discretion and accountability to a proceisgfonus
executive control via legislative oversight (Goodnow 1912; Prendergast, 1912; Welton, 1912;
Schick 1971; Williams, 2003). Routinized budgeting and uniform accounting procedures led to
budgeting’s accounting function becoming the central focus of budgeting, witaldamdgeting
authorities assuming prominence in budget planning and execution (Downs 1967; Schick 1971).

Structural changes occurred when central budget authorities assumadasigni
responsibility for the budget process, changing the principle-agent stataslojdvernment

managers and legislators. The principle-agent relationship betweenmgewntmanagers
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remains, but central budget authorities are a link or node in the networks that control getv bud
information is prepared, presented, monitored, and used for decision making purposes. The
interjection of central budget authorities into the principle-agent relatposéated a structure
where budget information is prepared and disseminated to central budget authihities w
minimal or no interaction between agencies of departments. Competition forcessbatween
individual agencies becomes paramount, creating an environment reinforcingltiet
rationality structures described by Wildavsky (1964), Schick (1971), Heclo (197gprnWVi
(1989), Rubin (1997a), Meyers (1994), Thurmaier and Willoughby (2001).

As a result, each agency or department prepares and executes their budgetsin a st
piped manner, fully cognizant of their own budgets and responsibflifieis explanation of line
item budgeting resembles Granovetter’s description of a highly decouplediigriiew cross
cutting ties, conflicting interests, and from a budgeting point of view littlenina=for local
government departments to cooperate in pursuit of overall government outcomes.

But what happens when governments implement performance budgeting into the budget
process? Does the social structure of budgeting change? Performance budgelang s
primarily observed changes to resource allocation with generally inconsadjtiedings, but
have not yet delved into other possible changes resulting from the intergetiormance based
budgeting into the budget process (Joyce 1993, Broom and McGuire 1995; Jordan and Hackbart
1999; Poister and Streib 1999; 2005; Wang 2000, 2002; Melkers and Willoughby 1998, 2001,
2005; Gilmour and Lewis 2006a; Rivenbark and Kelly 2006; Sterck and Scheers 2006; Ammons
2008). Those governments that have implemented performance based budgeting hage done
through both top down driven directives and a bottoms up grass roots diffusion, many that pre-

dated the current performance budgeting reform (Melkers and Willoughby 1998, 20001, 2005;
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Willoughby and Melkers 2001, Wang 2000, 2002; Willoughby 2004; Kelly and Rivenbark 2003,
Ho 2006a; Rivenbark and Kelly 2006).

While there are numerous methods for incorporating performance based by ddetin
the budget processes, some unmistakable patterns have emerged. Performdieelbaseg,
unlike previous budget reforms has not significantly changed the budget prodéssoitdeas it
changed organizational structures. Instead, it has changed the social stof¢chedridget
process. But in order to observe such changes, one has to look at budgeting from a layered
construct. The political role of budgeting, or the budget rationality layer of baggemains
intact and relatively unchanged: there is still a central budget authority sefbanate from
government agencies or department managers. However, the managementlaggetng
can experience structural changes. How? Performance based budgeimthe management
layer of budgeting is not focused on resource allocation, but rather how to improve government
outcomes. If agencies and departments orient on the production of service outcomesuthei
can shift to detecting, observing, and acting upon interdependencies betwegnaagenc
department activities.

With performance based budgeting, often an agency or department’s outputoresut
is dependent upon another agency or department’s inputs previously hidden or unobserved in a
line item budget because a single department was assigned the espgoastality for a task.
One of the intended designs of performance based budgeting is to bring indifnolmalsrious
agencies or departments together to explore and leverage joint efforts invbeyd«l
government products and services. If instead of competing for resources indepepdeht of
other, agencies and departments must communicate with each other in joint \eamiugéerts,

there is a possibility of developing trusting, reciprocal efforts.
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The weakly coupled structure can be used to describe how performance baseaddgudget
reform can be implemented and survive the initial difficulties frequerperenced during
implementation (Forrester and Adams 1997). Reform traditionally requiredicbaspepcific
planning, management or control functions and integrating such reform withimgxaslitical
and economic rationalities. However, this conception of reform is incomplete and akigi¢o s
loop learning processes, likely to fail unless organizational needs are algteoshs Factoring
in organizational culture, strategic goals and objectives facilitagesportunity for developing
a double loop learning process allowing for enhanced introspection, reflection, and
communication within the organization (Argyris 1982, 1990; Morgan 1986; Forrester ants Ada
1997).

Reform requires a bottom up approach irrespective of top down driven reform to mallow a
organization to accept and learn from such reform. Performance based budfjetsthe
opportunity to not only change resource decision making and allocation (the focus of budgeting
scholars), but also to facilitate the development of a learning organization.s§utpeblic
budgeting reform requires concern for both the internal and external needs andbésiesnst
an organization (Rist 1994; Forrester and Adams 1997). This is an important observation
supporting my proposal that budgeting is layered. The legislative, budget rafitamadit fits
the description of Forrester and Adams’ external needs and responsibiliiesthe
management layer focuses on the internal needs and responsibilities of theatioganiz

| am not implying that the management layer of budgeting is completehetisand
separate from the legislative, budget rationalities layer. Manageresgonsible for ensuring
mutual appreciation for both layers of budgeting. Organizationally howeventéheal focus

of budgeting and management has a different orientation, focused on organizational needs to
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deliver the expected bundle of government products and services approved and domectkd fr
legislative, budget rationalities layer. Ho and Ni (2005) describe thenainager’s role as a
crucial conduit between departments and elected officials for trangtegifiymance goals into
useful information and decision making by elected officials, but | believedhisept applies to
department managers as well, although less frequently than city manBg#rity managers
and department heads have contact with elected officials and must have araappreciboth
layers of budgeting and the relationships and responsibilities within those layers

If budgeting is layered, the management layer of budgeting offerseaediffperspective
on the use of performance information. Current budget theory is wary of the ustohpace
information as a result of an “institutionalized myth” that accountability isvaépnt to
performance (DiMaggio and Powell 1983; Meyer and Rowan 1977, Argyris 1990; Foaredter
Adams 1997; Radin 2000, 2006; Heinrich 2002; Kelly 2002; Dubnick 2005, 4; Moynihan 2006a,
2006b). But what happens if information used in performance based budgeting is used for an
additional purpose beyond oversight and resource allocation decision making? &wscéorm
based budgeting offers the possibility that organizations use performameeatbn for internal
purposes as well as externally for oversight processes. The managemeot ludgeting uses
performance information for managing their organizations.

Budget reform described by Forrester and Adams and my concepfoalaiat
performance based budgeting does not occur within a vacuum: there must ariigcilita
mechanism to overcome organizational resistance and the fragmented, canfaited nature
of the budget process (Argyris and Schon 1978; Sabatier and Mazmanian 1979, 1980, Sabatier
1986; Morgan 1986; Mazmanian and Sabatier 1989; Argyris 1990; Rubin 1990, 1997a; Rist

1994; Forrester and Adams 1997; Granovetter 2002). Referring to the discussion ofalhe soci
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structure of budgeting, performance based budgeting provides a descriptiomeaitg
coupled structure with entrepreneurial actors serving to facilitatentlementation of
performance based budgeting. But where does the entrepreneur come fremubhlic
budgeting process? Performance based budgeting has often been implentbraedhampion
influencing the process from both top down and bottom up forces at the local level.

What are the incentives for an individual or individuals assuming the role of the
entrepreneur and championing the cause of performance based budggtiop8sé that
individuals in leadership and management positions may do so for varying reasogsfalker
the umbrella of professionalism within public service, and a desire foowimgrthe production
and delivery of public goods and services. | propose there may also be more than one
entrepreneur within local government facilitating the implementation of peafaxenbudgeting.
These entrepreneurs facilitate the implementation of performanag lmadgeting, which acts as
a change agent bridging the gaps within a weakly coupled system (or as justetiscus
fragmented budget systems) in a manner less threatening than previous fedbeither
challenged central budget authorities or required organizational strudtargjec

Performance based budgeting’s role as a change agent alters comomaiadt
information sharing patterns as departments share information and teamrttggtipgove
efficiencies as a result of sharing responsibility for production amgedglof outputs. Social
interactions are changed through introducing performance based budgeting into #te budg
process. Although the majority of such changes should fall within the managemenof laye
budgeting, there is also opportunity for changing the social structure ofjiblatiee budget
rationalities layer as well. If there are changes to the sociatwsteunf budgeting, are there

other additional outcome changes?
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The crux of my thesis is performance based budgeting creates the pgdsihititiirect
changes unassociated with resource allocation decisions. Budget theory has fochsedges c
related to resource allocation decisions without considering the primary purposgtofing
performance based budgeting in the first place: performance! This is undald&athough,
because logically and from a budget rationalities approach, changes irteesibacations
would be expected and readily observable when using performance based budgeting.
Notwithstanding, this study looks at whether performance based budgetirayes the
organizational performance of local governments and individual departmentsizatgaal
performance can be indirect and not always captured by direct measwamdbenchmarks
for which budgeting and public management scholars alike have been searchintd(fott
Molnar and Rogers 1976; Cameron and Whetten 1983; Brewer and Selden 2000; Rainey 2003;
Moynihan and Pandey 2005).

A major concern lies with the use of a global measurement versus single point
measurements. Fortunately, the use of a global measure is gaining supporntsiability to
generate a reasonable approximation of self reported employee perceptigaaadional
performance (Wanous et al. 1982; Wanous and Hudy 2001; Moynihan and Pandey 2005; Garnett
et al. 2008). While government outcomes are not always easy to directly measaetjqes of
effectiveness can have a powerful effect on organizational activity (QuéchRahrbaugh 1981,
1983; Borman and Motowidlo 1993; Ostroff and Schmidt 1993; Campbell 1990; Campbell et al.
1993; Day 2001). This study will measure the perceptions of city managers and department
heads concerning their use of performance based budgeting and its influencanaratiogal
performance.

Performance based budgeting can encourage the development of a learningtanganiza
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For learning organizations, reform is never complete, so there is opportunity fiouabnt
change within the social structure of the budget process, which suggests thiitydesi
continual efforts to improve organizational performance. From a layeredtingdperspective,
this is feasible. While continual efforts to improve effectiveness from a bratgmalities and
resource allocation perspective will at best produce diminishing returns (rewdaoft
organizations retain savings from resulting efficiencies in follow-onlfisgas?), the
management layer of budgeting is capable of continually striving towgadhiaational
improvements in productivity and delivery of government services.
Indirect Effects and Organizational Effectiveness

Frederickson and Smith (2003, 98-99) deliberately separate public management and
public administration, defining public management as the study of the “formal amnchahf
processes of guiding human interactions toward public organizational objectws, Public
Administration is the study of “design and evolution of structural arrangerueritee conduct
of public administration.” This study suggests that introducing perforntzasssl budgeting
affects informal relationships in a way that changes the structure wdmelaps from highly
decoupled relationships that | associate with line item budgeting, to weaklypded
relationships that | associate with performance based budgeting. Tgesha informal
relationships offer the possibility to collaborate and innovate in ways thaét/pbsinfluence
organizational performance without changing organizational structures.

Budgeting, like public management consists of formal and informal proceSsasal
budgeting consists of the processes, systems, and controls established tcapepaesute
budgets. Informal budgeting consists of characteristics and variablesfliratce formal

budgeting processes (generally indirectly), and have not received muttfoatieom the
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budgeting discipline. The indirect effects of organizational charattsrage well known in
management studies, but have only recently come to the attention of budgeting scholars
Melkers and Willoughby (2005) provide evidence that routinization of performance ngeasure
improves communication which indirectly affects the quality of decision making$ource
allocations. Jordan and Hackbart (1999) cite a Congressional Budget Office@talhdimg
that information sharing is an integral element of performance budgeting andpokess
(CBO, 1997). Grizzle and Pettijohn (2002) discuss the importance of communication and
bureaucratic structures. Bureaucratic structures define routinizedlaoethanisms and
organizational fragmentation that create transaction costs and requiréoneoisrdination
mechanisms, but communication can bridge the gaps associated with organiagtientation.
A strategic characteristic of budgeting is the establishment of a bdl@hween a system

of control mechanisms and the flexibility to adjust the budgeting process in @réerct to
changes and contingencies (Thurmaier and Willoughby 2001; Cain, Choudhury, and
Clingermayer 2004). That flexibility is dependent on a number of factors. Sthtecal
governments display varying amounts of trust and devolution of budget execution based upon
Rubin’s (2006) discretion abuse cycle. The trust necessary for informatiamgshari
coordination, and cooperation between various stakeholders is fleeting and mustrhealtpnti
nurtured in order to provide balance between monitoring and control systems, and stability f
managing the budget execution process (Cain, Choudhury, and Clingermayer 2004).

Trust is dependent on the stability and tenure of leadership, and the cultivation of
relationships (Thurmaier 1995b; Cain, Choudhury, and Clingermayer 2004). Informal
relationships are based on role performance of key actors and the flekibiiake adjustments

in the budget process (Rubin 1997a; Cain, Choudhury, and Clingermayer 2004). The link
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between trust and the determination of delegated flexibility and discretiopgadtnt on the
amount and quality of information sharing, coordination, and cooperation between various
stakeholders in the budget process.

Organizational culture, commitment, and performance have received substantial
attention. Their origins can be traced to concepts of scientific managemesigrdéweory, and
corporate organizational performance (Taylor 1911; Mayo 1933; Barnard 193& &i87;
Drucker 1945, 1954, 1973; Simon 1946, 1997; Mintzberg 1973; Deming 1982; Peters and
Waterman 1982; Dennison 1990). Most interesting are recent studies of the intbictstadf
communication and organizational performa(iRainey and Bozeman 2000; Moynihan and
Pandey 2005, Pandey and Moynihan 2006; Pandey and Garnett 2006). These studies indicate
that communication is an important facet to organizational performance, beh&mnges for
accurately observing complex individual and agency interactions (Ingrahéiineedler 2000;
Pandey and Garnett 2006). Of the three levels of communication (internal, exedna
interpersonal); there is strong empirical support for internal organizhtiomemunications
affecting organizational performance (Pandey and Garnett 2006). Thesggisdpport March
and Simon’s findings that employee communications and inclusion in the decisiorgmakin
process improve organizational commitment and organizational performanad (&har Simon
1958; Parker and Kyj 2006).

These findings are also supported within the accounting management field where
participation in the budget process influences organizational performance. iNExttndies
have produced mixed results from observing various factors and structuradrfigragsociated
with participatory budgeting. Budget participation has been attributedateggoal

commitment, organizational commitment, and budget commitment in pursuit of mahageri
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organizational performance (Argyris 1952; Becker and Green 1962; Hofstede 196FsSaad
Monczka 1973; Kenis 1979; Merchant 1981, Nouri and Parker 1998; Chong and Chong 2002).
Chong and Chong (2002) state “performance is mainly a function of goal attainrttebtidget

goal commitment as its predictor” (Locke 1968; Locke et al. 1981; Lock ahdrat990;

Wofford et al. 1992; Chong and Chong 2002, 69).

Budget participation positively influences morale, motivation and job efficacy,
suggesting these variables positively influence organizational perfoenggrench et al. 1960,
1966; Hansen 1966; Cherington and Cherington 1973; Hofstede 1967; Brownell and Mclnnes
1986; Mia 1988). Task uncertainty and budget participation have been related to job
performance (Hopwood 1972; Otley 1978; Brownell 1981; Brownell and Hirst 1986;
Govindarajin 1986; Brownell and Dunk 1991). Budget participation serves as a buffer and
enhances interdependence in organizations with high task uncertainty (Browneitsiri®86),
while the locus of managerial control can serve as a moderator betweendnaiget
organizational performance (Brownell 1981). The overarching theme suggestgernsananore
decentralized organizations with high levels of budget participation pedciieg had greater
ability to influence organizational performance (Bruns and Waterhouse 1975; Brb9811).
These findings resulted from testing a number of intervening or moderatingles@ssociated
with budget participation including goal commitment, information sharing, taskleaity,
need for achievement, locus of control, leadership styles, trust, ambigdijgtatension (Otley
1978; Brownell 1981, 1982a, 1983; Murray 1990).

Although there is little information available on the comparison between private
budgeting participation and public budgeting participation, Williams et al. (1990)dubgee is

a similarity between the two. Ingraham and Kneedler's model of publicgearsnt
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performance attempted to dissect Moe’s description of the government bucessiasa‘black
boxes that mysteriously mediate between interests and outcomes.” Theephaios
institutional and organizational factors play an important role in determimengftectiveness of
government organizations (Moe 1987, 475; Ingraham and Kneedler 2000). This stugysattem
to integrate the concepts of a mediated public sector black box with a secabe mediated

black box (explored within the management accounting field) to determineafahes
organizational or institutional factors resulting from performanceddasdgeting that affect
public organizational performance (Moe 1987; Shields and Shields 1998; Ingraham and

Kneedler 2000; Parker and Kyj 2006).
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Notes

1 | must be both careful and clear here to avoid becoming bogged down in the nuances of
rational, agency, and bureaucratic control theories, or mistrust of public mamageecey. My
intention is to describe budgeting as layered; operating simultaneously and inatiydnala

each other, but key individuals, especially agency and department supervisors andsmanager
must be able to effectively function within both layers, but with more time spdm in t
management aspects of providing public services. Again, | repeat myatddeabove that
budgeting is still important, but does not necessarily mean public managers focu$adgtie

in the same way that public budgeters focus on budgeting. Budgeting is embeddedin publi
management theory, affecting all management activities, but is not the sdlpdot of
management activity.

2 Parsons and Smelser explicitly state their model of social structuretioeas capable of
substituting other subsystems or activities for economic activity. | apoping that
government activity is an acceptable substitute.

% Describing the management level of government is difficult here, it caaddbal described as a
functional imperative or even embedded within government activity, but none of them are
precisely accurate. Management as a subsystem neglects its impagantunctional
imperative in the spirit of public administration and public management disapllnkewise,

the functional imperative description neglects the importance of discussingibgtgeayered
hierarchy. Embedding budgeting within management and management within government
dilutes the suitability of the embeddedness concepts discussed in this pdmese the
subsystem approach using the Parson and Smelser’s logic of isolatingfia apteity within
society, in this case, government activity out of the set of various activitiggisorg society,
and observing management as the subsystem of interest within government activit

* | am not impervious to local government council or mayoral executive brantimgseghere
budget activities are discussed and official decision making occurs,itrgaty snferring that
local government departments and department heads are primarily concghnaiscting and
managing their individual departments with minimal concern for overall lazedrgment
outputs or outcomes, which are the purview of city managers, legislativeendiee branch
leaders.

®> Examples include a bottom up approach where budgeting professionals implemented

performance budgeting in Kansas City suburbs such as Olathe, KS; while in Dedvbe C
mayor directed the implementation of performance based budgeting.
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Chapter 5
Methodology, Data Analysis and Results
Study Design

This study explores whether certain organizatiohatacteristics indirectly affect
performance budgeting, which in turn affects orgatnonal performance. Survey measures for
information sharing, trust, and budget decentrtidinaare used to test the research question of
whether performance budgeting indirectly affectgaarzational performance. A discussion of the
variables and survey measures is followed by a piatsen of the methodological approach for
mediated and moderated models tested using ortibgjiedegressions. Finally, an interpretation of
the findings including the predicted probabilitiaken from the regression results allow for a
discourse summarizing the results of the study.

This study uses data from the National Administeatudies Project - IV survey,
gathering data from local administrators in ardasterest to public administration and public
management. The data from the NASP-IV survey gatieered in a multi-method survey
administered in a nationwide sample of cities wibpulations greater than of 50,000 residents. A
total of 545 cities were surveyed, with a poteritalup to 3,316 observations. The data allows for
a comprehensive assessment of local governmenasasedsment by individual job positions. The
study surveys city managers and chief administrafifieers, assistant city managers and assistant
chief administrative officers, chief financial ardget officers, and the directors of public works,
personnel, planning, economic development, commagaitvices, and parks and recreation. Each
of these positions has important relationships m#magement and budgeting processes.

The design of the study and survey sample was pesisibugh the assistance of the

International City / County Management Associati@MA). ICMA is a professional association
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devoted to supporting local government excellemckepgofessional development (ICMA 2009).
ICMA compiled and provided a list of potential respgents and contact information (with the
exception of e-mail addresses) to the NASP-IV stedyn. The NASP —IV study team augmented
the list with e-mail addresses and updated thefligbtential respondents through publicly
available resources to ensure respondent accurdeystudy protocol was reviewed and approved
by the Institutional Review Board of the UniversifyKansas prior to administering the survey.
The survey was administered through a letter sari)\5. mail to each respondent providing
details of the study and request for respondentimation. The letter provided respondents with
the survey website and a secure participation cbig@n visiting the web site, participants were
informed of their personal and privacy rights imithg voluntary participation in the survey.
Follow-ups to the initial letter included e-madxfand telephone contacts.

Of the 3,316 possible survey participants, 1,58arded to the survey resulting in a
response rate of 46.4%. A potential of nine redpats was possible from each of the 545 city
jurisdictions, with one respondent from 126 jurcsidins, two respondents from 130 jurisdictions,
and three or more respondents from 289 jurisdistidrhe different respondent job categories are
reasonably distributed with the highest responses £16 city managers or chief administrative
officers and 223 responses from assistant city gesar assistant chief administrative officers,
each representing 14 percent of the survey popualaihe lowest number of responses came from
the 65 community development managers represehtiggcent of the survey population. General
demographics for the survey sample are providd@aiie 5.1* The demographics reveal a
population representative of senior level positionshite collar professions. The typical
respondent is male, Caucasian, late 40s to mich5dige, well educated with more than 60 percent

holding graduate degrees, and highly compensatbdalost 70 percent earning over $100,000.
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<INSERT TABLE 5-1>

A large number of the measures in the NASP-IV suwere formed on the basis of
previous NASP-I through NASP-III surveys where mahthe measures were previously validated.
Data from the National Administrative Studies Pcojell (NASP-II) form the basis for developing
this study. The NASP-II survey of state health smclal service agencies was used to observe
topics related to this study, including communiaagtiwles culture, and performance, (Pandey and
Garnett 2006; Garnett, Marlowe and Pandey 200@ditidnally the NASP —II survey supported
exploratory work on performance budgeting usingmomication and political support as mediating
variables (Nye, 2007).

Research Question and Hypotheses
What are performance budgeting’s indirect effea®@anizations, and do those indirect effects
change organizational performance?

The dependent variable in this study is organizatiparformance. The survey question
asks:On an overall basis, please rate the effectiveness of your organization in accomplishing its
core mission (0 to 10 Likert Scalebhis global measurement provided by city managers and
department heads assesses perceptions of overall organizational perforniencdepEndent
variables capture the implementation of performdnmgeting. The mediating variables are
information sharing, trust, and decentralized decismaking. My hypothesis suggests the
introduction of performance budgeting changes pednce because it facilitates greater incidence
of information sharing, trust, and decision makmthin an organization. Control variables include
standard measurements from the public managerteatiire including strategic management and

organizational culture.
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Organizational Performance

Public administration and public management scholars have undertaken gréateffor
develop models of performance to measure outputs and outcomes in the public sectet (Lynn
al. 1999; O'Toole and Meier 1999, 2000, 2006; Ingraham and Kneedler 2000; Meier and
O'Toole 2001; 2003; Ingraham et al. 2003). Generally agreed upon measures of pedormanc
fall within the framework provided by Boyne (2003): quantity and quality of outpiisicety,
effectiveness, outcomes, monetary or resource value, and consumer satisfactimporant
finding from these efforts is the assessment that public management issafanation for
successful organizational performance. How management 1) organizes [gacesse
organizational structures, 2) uses various management tools including incetvdsjating
mechanisms, and structural networks, and 3) establishes organizational valuestegids
including goals, missions and priorities for integrating and allocating resyypiay equally
important roles in developing performance models (Brewer and Selden 2000; Brewer 2005;
Boyne and Walker 2005; Forbes and Lynn 2005; Hill and Lynn 2005; Forbes et al. 2006).

Measuring public performance is “complex and multidimensional,” generatingrausne
approaches for studying organizational performance. (Andrews 2007, 13). Quinn and
Rohrbaugh’s (1981, 1983) competing values framework offers a synthesis of orgarizationa
theory’s efforts to define organizational effectiveness, concluding thaoessgle best method
or means for determining and observing organizational effectiveness. All sustraseare
subjective and value driven, indicating both objective and subjective measureraardsfat for
observing organizational performance (Quinn and Rhorbaugh 1981, 138-139; 1983, 376; Brewer
2006).

Objective measures align with actual data captured by governmentesgytiratimonitor
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performance, or from external organizations that either monitor or audit penmeméthin
government agencies. Objective measurements have been proclaimed tieakympeferred
method for measuring performance (Meier and Brudney 2002; Andrews, et al. 2006;B&.
2006). Unfortunately, the verification of performance results and establishmexntsal c
relationships is a continuing challenge (Pollitt 2000; Radin, 2000, 2006; Bouckaert aisd Pete
2002; Heinrich, 2002; Dubnick 2005; Moynihan 2006a; Yang 2009). Brewer (2006) echoes
Quinn and Rohrbaugh’s (1981, 1983) assertions that objective performance measoaalbre s
constructed concepts, and as such should be treated no differently than subjedivesne
Furthermore, the validity of using specific objective measures across thatgiieéigovernment
agencies and programs can be problematic (Chun and Rainey 2005; Andrews et al. 2006; Pandey
and Moynihan 2006). More specifically, objective performance measuremestsaeptible to
measurement error from resultant and varying degrees of interpretasiniputation and
perversion from their original intentions. Performance information obtained froheweleof an
organization may not adequately transfer the same message or meaningrdévedhef an
organization responsible for developing and implementing policy (Bouckaert and Z0£i2)s
Performance measures offer the means for developing greater acdayntéhin
public organizations. However, such intentions can also lead to biased information and the
distortion of information to prevent principal-agent conflict, or even entice oamal
cheating if organizational objectives or expectations are not being mee (&wthtMeier 2000;
Bouckaert and Peters 2002; Dubnick 2005; Hood 2006; Pandey et al. 2007; Moynihan 2009;
Yang 2009; Yang and Pandey 2009). Ultimately, either the perversion of information or
cumulative interpretation of performance information over time can lead taigptdcement

negating the original intentions for using performance information (Merton 1936; Buahte a
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Meier 2000; Moynihan 2009).

Consequently, subjective and perceptual self reported measures from sugveys ar
frequently used to measure overall perceptions of an oeg@mmz effectiveness, and are used in
diverse domains of inquiry including public managatrand management accounting (Mahoney et
al. 1963, 1965; Henemen 1974, Penfield 1974; Bromr®32c; 1985; Brownell and McInnes
1986; Brownell and Dunk 1991; Kren 1992; Delaney and Huselid 1996; Ydualdi896;

Jennings and Ewalt 1998; Brewer and Selden 200RizBari and Gilbert 2004; Brewer 2005;
Moynihan and Pandey 2005; Pandey and Moynihan 20@tkenand Boyne 2006; Schéffer 2008)
Studies also indicate that subjective measurenagatsioderately to highly correlated with objective
measurements (Robinson and Pearce 1983; 1988abB@$¥binson 1984; Pearce et al. 1987;
Dollinger and Golden 1992; Powell 1992; Delaney Huodelid 1996; Brewer and Selden 2000;
Brewer 2005; 2006; Walker and Boyne 2006).

Both multiple measure instruments and single glotedsurements have been used to study
performance. Indexed multiple measures have ensmagaimensions of efficiency, effectiveness,
fairness, and stakeholder satisfaction (BrewerSeiden 2000, Rainey 2003; Pandey et al. 2004,
2007; Brewer 2005, Walker and Boyne 2006). Sinlglbal scaled measurements do not provide
the comprehensiveness of multiple scaled measutenien are supported in the literature and
increasingly used to measure overall perceptiog®wérnment performance rather than
departmental or programmatic performance. Gloleglsures also reduce validity issues associated
from multiple measurements (Moynihan and Pandey;Z@&adey and Moynihan 2006, Andrews et
al. 2006).

Subjective observations from public performanceisgifocus on internal or external

stakeholders. Both are useful, as external stédetsgprovide important political, customer, and
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citizen perspectives, while internal stakeholdeesoften the managers with expert knowledge tasked
with executing government services and progran®yr{B and Walker 2005; Moynihan and Pandey
2005; Pandey and Moynihan 2006). The NASP-IV sudagg used for this study complements
previous performance studies utilizing the NASBulivey (Pandey 2003; Moynihan and Pandey
2005; Pandey and Moynihan 2006; Garnett et al. 2008¢ survey gathers information from senior
leadership of local governments consisting of mignagers, chief administrative officers and city
department heads. These are individuals who asglikely to best understand the agency from a
broad, inter-departmental perspective.

Like objective performance measurements, self ted@ubjective measurements can also
experience measurement error. The most likely uneagent error, common source bias or common
methods variance, may result when both dependdnhdapendent variables originate from the
same survey source (Wall et al. 2004; Brewer 2R066; Moynihan and Pandey 2005 Andrews et
al. 2006). Common source bias is the “divergemteden observed and true relationships among
constructs” (Doty and Glick 1998, 374). Studiegdiund that common source bias can account
for more than 25 percent of observed variationiwithe model construct (Cote and Buckley 1987,
Doty and Glick 1988, 1998; Williams et al. 1988jowever the literature also indicates the issue is
exaggerated and resolvable as long as common damascand its attenuating or muting effects are
considered when interpreting study results. In otfweds, common source bias should be
recognized but should not necessarily invalidatgifigs by and of itself (Spector 1987; Crampton
and Wagner 1994, Spector and Brannick 1995; DatyGitk 1998; Moynihan and Pandey 2005,
Garnett et al. 2008).

Other potential issues include sample source bidsaliability. This study alleviates sample

source bias by using a broad, global measurememewaleany bias should be systemic and less
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likely to undermine the study analysis (Moynihan Baddey 2005). Additionally, the study uses

two echelons of respondents, observing city andtass city managers, and department heads. This
approach is similar to Andrews et al. (2006), angpsrted by other comparable studies (Aiken and
Hage 1968; Payne and Mansfield 1973; Walker ant@nhP004). Reliability issues are alleviated
through previous NASP - Il studies that use theesglobal measure to observe performance of
other agencies (Moynihan and Pandey 2005; PandeMawyaihan 2006; Pandey et al. 2007;

Garnett et al. 2008).

The discussion of organizational performance meaguovides a number of important
observations. Measuring organizational performancemplex and challenging because
performance measures are difficult to both con@dgtiand measure (Quinn and Rohrbaugh 1981,
1983; Boyne 2002; Andrews et al. 2006). Both objecnd subjective measurements pose
challenges for preventing or minimizing measureneerr, but in the end researchers have
concluded that all performance measures are sivgi¢@uinn and Rohrbaugh 1981, 1983; Brewer
2006). This study uses a subjective measuremerty@jovernment manager perceptions of
organizational performance. Employee percepti@mrgdnizational performance is increasingly
accepted for measuring performance (Delaney andlidui996; Jennings and Ewalt 1998; Brewer
2005, 2006; Kim 2005).

A number of studies have used the same organiaipenformance measurement utilizing
the NASP-II survey, which forms the basis for tigisearch using NASP-IV data (Pandey 2003;
Moynihan and Pandey 2005; Pandey and Garnett 2@0@iely et al. 2007; Garnett et al. 2008). A
key point made by Pandey and Moynihan (2005) istieigsure assesses a senior manager’s overall
perceptions rather than narrow program or intraeadegental interests. The NASP-1V provides the

opportunity to reinforce their assessment. Theesugathers information from senior leadership of
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local governments consisting of city managers,fadeinistrative officers and city department
heads. These are individuals who are most likehest understand the agency from a broad, inter-
departmental perspective.
Independent Variable Survey Questions and Measutsme
Implementation of Performance Budgeting
A number of studies have looked at the prevalehperformance budgeting within state and

local governments (Melkers and Willoughby 1998, 2@uD5; Berman and Wang 2000; Wang and
Berman 2001; Willoughby 2001; Wang 2000, 2002; B03 2006a; Ho and Ni 2005). The items
in this indexed measurement are similar to itemd usseveral studies listed here, and the NASP-IV
study team carefully considered the developmeriteoitems used for this measurement based upon
these previous studies. This three item measutamereasured on a six point scale from strongly
disagree to strongly agree with a range of 3-18 heas a Cronbach’s Alpha of .858. This coefficient
measures the reliability or consistency of the symeasurement. A coefficient of .70 or higher is
the generally accepted standard for survey measmtadiability (Nunnaly 1978; Devellis 1991).
Specific survey questions which address this measemt are:

e Performance information is integrated in my department’s budget preparaicasgr

e My departmentegularly compares actual achievement with performance objectives.

e | regularly use performance information to make decisions.

Information Sharing

H1: Individual perceptions of organization performaree better among individuals who claim to
use performance information than among those whaotlglaim to use performance information,
and that relationship will be mediated by the imtlixal’s perceived level of information sharing.

The literature from the management accounting @ieliterning information sharing and its
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effects on organizational performance is robust and considered an im@betaent of private
budgeting processes (Parker and Kyj 2006; Hopwood 1976). Managerial accounting scholars
use a principal-agent framework to observe relationships between superiors adthatdsr

and information asymmetry during budget discussions affecting both individuamselaps and
organizations. Organizational performance has been found to improve where there is
participation in the budgeting process and where information is shared verticdilypoedrds

and downwards within an organization (Baiman and Evans 1983; Penno 1984; Baiman 1990;
Kren 1992; Simons 1995; Chenhall and Brownell 1988; Nouri and Parker 1998; Shields and
Shields 1998; Parker and Kyj 2006).

Internal information sharing between agents can improve coordination between subunits
within an organization (Kanodia 1993), improve resource allocation between subunits (Shields
and Young 1993), and assist in reducing strategic uncertainties (Simons 1995), athohsdist
in improving organizational performance. Parker and Kyj explored the indirectedhidting
effects of information sharing, organizational commitment, and goal arhp@uthe budgeting
process and individual performance, and found vertical information sharing in the budgstspr
improves perceptions of performance (Parker and Kyj 2006). Chong and Chong explored how
budget participation led to greater goal commitment, which led to greatargsbfjob related
information, which led to increased job performance (Chong and Chong 2002).

A number of public administration seglhave looked at the importance of communications
and organizational performance (Barnard 1938; 8A997; Simon et al. 1950; Downs 1967,
Wilson 1989; Garnett 1992, 1997; Poister and St@#9; Graber 2002; Moynihan and Pandey
2005; Pandey and Garnett 2006; Pandey and Moyn@g &5arnett, et al. 2008). The later studies

looked at how a number of variables including celtwved tape, goal clarity, goal commitment, and
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role ambiguity intervene or moderate communicasi@ffects on organizational performance.
Information sharing is a specific communicationdgbral process. Within the management field, it
defines how key and proprietary information is sddvetween individuals in organizations, and
allows for greater levels of worker satisfactionl anganizational effectiveness (Guetzkow 1965;
Huber and Daft 1987; Mohr and Spekman 1994). Inftion sharing within performance budgeting
processes refers to the sharing of informatiorvagiefor linking budgeting to improved outcomes
and performance.

Public budgeting scholars have also acknowledgedriportance of communications in the
budgeting process. From a budget rationalitiespaetive, Wildavsky (1964), Meyers (1994),
Thurmaier and Willoughby (2001), Wildavsky and Cai§2004), Rubin (2006) all discuss the
importance of communication in the budget delibengbrocess. From a management perspective,
performance based budgeting has been found to embeaganizational communications, facilitating
the opening of new communications channels bettveelegislative and executive branches, and
interdepartmental communications (Broom and McGL&@5; Pettijohn and Grizzle 1997, 2002,
Willoughby and Melkers 2000, 2001; Ammons et al. 2@hackerian and Mavima 2001,
Willoughby 2004; Melkers and Willoughby 2005). Whslech observations have been generalized
at all levels of government, this study proposeallgovernments are more predisposed to
experiencing enhanced communications as a reoétrifrmance based budgeting (Wang 2000;
Ammons et al. 2001; Ho 2006).

This study is interested in how communication efloes organizational performance as a
result of performance based budgeting. Melkersvdiidughby (2005) observe that performance
based budgeting creates new routines that faeil@inmunication. Grizzle and Pettijohn (2002)

discuss how bureaucratic structures establishnegiind coordinating mechanisms resulting in
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organizational fragmentation that require transaatiosts to navigate the coordinating mechanisms.
They offer performance based budgeting alters sugines as result of enhanced organizational
communications and information sharing. Pettijahd Grizzle’s observation dovetails well into my
synthesis of budgeting and economic sociology theor

Streiss (1972) highlighted the importance of oizgtional structures and resultant
communication patterns developed in both stablesasthble forms used both by individuals and
groups for understanding budget decision makingeisS builds his case with the help of a number
of pre-budget rationalities scholars. Cherry (3@53cusses how organizational communication
consists of networks superimposed within an orgsioiz (Streiss, 1972, 95). Burkhead (1956) and
March and Simon (1958) discuss the significana@aimunications channels within public
organizations, and intensity of use affecting efficies. Informal communication channels that are
often social in nature co-exist with task orientedhmunication channels and reinforce each other
(March and Simon 1958, Streiss 1972 116, 117).

It is Mosher (1954) however, who gives credenaeyapplication of economic sociology to
budget theory by stating “budgeting, like other abprocesses is a human undertaking carried on by
people who are subject to a wide variety of infeemand motivations.” Public budgeting should
recognize both political and social factors highiigg the importance of personal relationships
within the budgeting process (Streiss 1972, 172).1Granovetter (1973, 1974, 1985a, 1992, 2002,
2005) provided strong/weak ties, structural embedess, and elaboration of Burt's (1992) coupling
to directly link communications between individyasganizations, and networks. Uzzi (1996,
1997), and Fligstein (2002a) augmented the dismusgihow networks facilitate informal
communication and sources of information. Whatye$o be addressed is how performance

budgeting affects communication within public ongations, which can then affect organizational

134



performance.

Information sharing is measured through thre@cifit measurements. The first is
an indexed measurement originating from Katz anth{a966), encompassing both vertical and
lateral or horizontal information sharing, and sfeadly adjusted for the development of the NASP
—II survey (Pandey and Garnett 2006; Garnett @08I8)° The NASP —IV study team updated the
survey questions to include an additional horizanfarmation sharing question regarding
communication and the adequacy of departmentalires®. The Cronbach’s Alpha for the six item
measurement is .825, and is measured on a fiveguale from strongly disagree to strongly agree
with a range of 3-15. Information sharing is aeparated into its vertical and lateral information
sharing items. The first three questions belowigethe measurement for vertical information
sharing, while the second three questions profieerteasurement for lateral information sharing.
The Cronbach’s Alpha for vertical information sharis .751, while lateral information sharing is

.828. Specific survey questions which addresstieiasurement are:

Downward communication of task performance directives and instructions is agequat

Downward communication about feedback on work performance is adequate.

e Upward communication about problems that need attention is adequate.

e Lateral communication about work related problems is adequate.

e Lateral communication giving social support to peers is adequate.

e Lateral communication about departmental resource needs is adequate.

Trust
Conditions of trust within organizations can chafayesarious reasons. This study proposes

trust improves as a result of changing social &iras from implementing performance budgeting,

which then indirectly affects organizational pemfi@nce. Other than in terms of political support,
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the word “trust” is only used once in the survég a result, other measurements have been applied
that intuitively include elements of trust in thdimensions. Trust is measured through three
different measures. The first measure of trustatds the respondent’s perceptions of their j&b ro
within the organization, measuring role clarityudt is related to how an individual perceives the
clarity of their job goals, delegation of authotitlymake decisions, and expectations from superiors
and the organization. The items measured weraaligdeveloped by Rizzo, House and Lirtzman
(1970) to measure role ambiguity, and later cordat by Boles and Babin (1994), and used with the
NASP-II survey (Pandey and Wright 2006). The asfebiguity measurements were originally
designed to indicate an employee’s lack of claggarding job performance and expectations
relative to others within the organization (Rizz@le 1970; Boles and Babin 1994).
| am essentially turning this concept on its head by measuring higHaotg, ¢he

opposite of role ambiguity. If an employee feels comfortable and undésdtaeir role and
place in the organization, there is a greater likelihood of trust derived from aheitof role
clarity. The Cronbach’s Alpha for this three item measurement is .855, amdssirad on a five
point scale from strongly disagree to strongly agree with a range of 3-1&ficSpevey
guestions which address this measurement are:

¢ My job has clear, planned goals and objectives.

e | feel certain about how much authority | have.

e | know exactly what is expected of me.

The second trust measurement indicates an individual’s values and whether or not they

are compatible with the organization. The three item measurement was adapt¥dright’s
(2007) measures of mission valence. The Cronbach’s Alpha for this three iteoreneat is

.757, and is measured on a five point scale from strongly disagree to strongly dlgreange
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of 3-15. Like the previous measurement, the element of trust is intuitively dram whether
or not the individual is comfortable with the organization and whose values are congthent w
the organization. If there is high value congruence, there is a greater likehladdaist exists
between the individual, the organization and co-workers. Specific surnayjogsevhich address
this measurement are:

e This organization provides valuable public services

e | believe that the priorities of this organization are quite important

e My personal values are compatible with those of this organization

The final measurement of trust developed by Gianakis and Wang (2000) and refmed fr

the NASP-II survey provides an indication of elected officials’ trust footiganization and
perception of the organization’s effectiveness. The first item ind&liected official trust is
the only item within the survey specifically focused on the word “trust.” The secomd ite
involving elected official perceptions of organizational effectiveness preadeasonably
intuitive indicator that elected officials are more likely to trust ayjanization they perceive as
effective in its core missions. The Cronbach’s Alpha for this two item measntés .939, and
is measured on a seven point scale from strongly disagree to stronglyigraeange of 2-14.
Specific survey questions which address this measemt are:

e Most elected officials trust the organization.

e Most elected officials believe that the organization is effective.
H2: Individual perceptions of organization performarmee better among individuals who claim to
use performance information than among those whaotlalaim to use performance information,
and that relationship will be mediated by the imdlial’s perception of trust within the organization

Berezin (2005) provides a detailed descriptiotngdt as it applies to economic sociology.
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First, she separates the concept of emotion frensahcept of trust in order to delineate these
concepts from pure economic theory. Trust is aitiog act that implies perception about levels of
uncertainty or risk. Trust determines how indidiuand organizations approach and develop good
faith exchange through reliable and routine aa#withat also may be conditioned upon third party
actors (Zucker (1986, 1987; Berezin 2005) Cole(880) describes trust as a “bet on the future”
based upon knowledge of the past (Berezin 2005).

The discussion here serves to highlight the sgrgloed trust within economic sociology,
public budgeting, and performance based budgefRagiprocity and trust provide the linkage for
transactions within society and maintenance ofdaaipital (Polanyi 1944; Coleman 1990; Barber
1995; Woolcock 1998; Kilby; 2002; Portes and MooR62; Zafirovsky 2003; Beckert 2007).
Firms cannot exist without good management antldrasngst its employees, where an individual's
character, faculties and motives are importantadteristics for a productive organization (Marshall
1920a, Aspers 1999). Trust is the guiding forcegmnovetter's embeddedness concept where
personal relations and social structural networksige the impetus for describing any type of
activity or exchange within the entire structuresofiety. Burt (1992, 2001), Granovetter (2002),
White (1966, 1992, 2008), and Zucker (1986, 198@Yide the framework for coupling of activity
within social and structural networks. These nétwdacilitate reciprocity and trust in social
relations, influencing the flow of communicatiordanformation (Fligstein 2002a).

Zafirovsky (2001, 116-117), referring to a study layRorta et al. (1997) offers that “trust is
positively associated with economic performancéhé sense that trust greatly affects the
performance of a society’s institutions, includfimgs as well as governments.” This idea relates
directly to my proposal that introducing performamased budgeting acts as a change agent altering

social activity in a way that can improve organaal performance without substantially altering

138



organizational structures. Budgeting is a soatity no different than other activities discudssy
economic sociologists. Trust within organizatioas be altered by changes in the social activity of
budgeting.

Even though the literature on trust and perforradnalgeting is sparse, my interpretation of
budgeting scholars’ findings reveals an implicttagnition of the importance of trust in the
successful implementation of performance budggtingesses in state and local governments.
While studies indicate mixed empirical evidencengdroved performance, the studies generally find
performance based budgeting improves vertical aeddl communication within organizations
(Pettijohn and Grizzle 1997, 2002; Wang 2000; Widloby and Melkers 2000, 2001; Ammons et al.
2001; Chackerian and Mavima 2001; Willoughby 2004jkdrs and Willoughby 2005; Ho 2006;
Ammons 2008). Intuitively, improvement in communigas from performance based budgeting
processes indicates an alteration of trust asu#t i#saltered social structures within these
organizations.

Budget Decentralization

This study looks at whether performance budgetifegf decentralization of decision
making, which then affects organizational perforaganMelkers and Willoughby (2001, 2005)
present a number of related questions in their survey instruments relatedntoatiee¢ion, but
do not directly address the issue. Only Berry, Brower and FI¢2@09) describe how
decentralized planning authority at the state lemploved performance as a result of using
performance information.

One assumption of performance based budgeting isdtion that greater budget
participation and information sharing might resula change of budgetary relationships where there

is less centralization and control from centraldeichuthorities. Unfortunately, the research is
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sparse and no survey items exist which directbtedlo budget decentralization. The NASAP-IV
survey team carefully constructed a two item meamsant indicating a manager’s ability to shift
both financial and non-financial resources to aqain core missions. The Cronbach’s Alpha is
.733 for the six point scale of strongly disagesttongly agree with a range of 3-18. Specific
survey questions which address this measurement are
e My department is able to shift financial resources within its budget trgaish its
mission.
e My department is able to shift non-financial resources within its budgettorglish its
mission.
H3: Individual perceptions of organization performare better among individuals who claim to
use performance information than among those whaoticlaim to use performance information,
and that relationship will be mediated by the imdlizal’'s perceived level of decentralized decision
making capacity within the organization.

Implementing performance based budgeting impliengés to organizational social
structures and processes, including if and howsaetimaking is decentralized. Decentralization as
a result of implementing performance based budgétas been an espoused value for quite some
time (Simon et al. 1954; Sherwood 1955; Eghted#0). Simon et al. (1954, 13) in their study of
corporate controllers, defined decentralizatiothas'delegation of discretionary and decision
making authority from higher to lower levels of thrganization.” Within their description of
decentralization in a controllers department, giloyplty and communication channels are
especially applicable to public budgeting and shisly. Group loyalty refers to loyalty to the
vertical structures within departments versus lootally with other departments, while

communication channels refers to the degree aadsity of communications, both functionally and
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cross-functionally between departments (Simon. é14).

Group loyalties and communication channels tenc teelmforcing: decentralized
communications contributes to decentralized loyaHied vice versa (Simon et al. 1954, 20). This
study intends to observe whether performance bas#gkbng facilitates decentralization, affects
communication channels, and implicitly affects gréoyalties. Burt's structural holes and
entrepreneurial actors are a means of suggestup dpyalties can shift from centralized budget
authorities to decentralized interdepartmental tgyaihd in doing so affect organizational
effectiveness.

To be clear, the discussion of decentralizatioe igenot about the issue of budget control.
There has been concern and criticism that perfacenbased budgeting is an extension of new
public management and attempts to usurp legislatreesight through over-delegating responsibility
to executive management (Radin 2000; 2006; Bok 20a1; Frederickson 2003; Kettl 2002; 2005;
Lynn 2006; Frederickson and Frederickson 2006)iléMme new public management mantra of
greater responsibility with greater accountabiys tempting, scholars were concerned about
principle-agent conflicts and the manipulation effprmance information (Radin 2000, 2006;
Dubnick 2005). The concern for accurate and hqrerfbrmance measurements is nothing new
(Burkhead 1956; Hopwood 1973, Otley 1978). Sampgly, this concern has not been amplified by
contemporary budgeting scholars regarding the wup&rformance based budgeting reform. Quite
possibly, this may be the result of 1) the currefdrm gained more traction at the local level veher
there is greater face to face coordination betwesecutive and legislative branches, and 2) the
organizational structures remain intact, lesseresgtance to change from interested stakeholders.

Decentralization is about giving managers and diygents greater flexibility with central

budget authorities and government hierarchiesnmneonicating budget information, and
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determining how to tailor budget guidance and gtmalthe provision of public goods and services
(Thurmaier 1995a, 1995b; Thurmaier and Willoughb§130 Performance based budgeting also
offers the possibility of smoothing out the disinediry-abuse cycle described by Rubin (2006),
providing state and local government administragoester discretion to connect budget goals to
desired levels of government services.

Granovetter (2005), Mishra (1996), and Burt (20@@xcribe how organizational structures
can hinder or facilitate organizational performanGeganovetter suggests that organizations with
weak ties or weak couplings are more likely to déedize information sharing processes, and quite
possibly decision making processes as well (GratenvEd73, 1974, 1985a, 1992, 2005a). Social
embeddedness and social capital highlight the itapoe of autonomous actors within social
networks who are encouraged to interact with nawygmembers and other networks (Granovetter
1973, 1985a, 2002; Burt 1992, 2001; Woolcock 1898y 2002).

The concepts of weak coupling and structural Boteepreneurs are important to my
theoretical proposal. This study proposes thabpmdnce based budgeting facilitates local
government managers and department heads to astamonomously from central budgeting
authorities and hierarchies to communicate, simfoennation, and cooperate with other departments
in pursuit of attaining greater effectiveness diidiencies. This fits well with Woolcock’s (1998,
164) description of senior government officials “gaved by a professional ethos, committing
them to negotiating and pursuing collective goals.”

Burkhead (1956) and Eghtedari and Sherwood (1960) offer some insight on
decentralization from the previous performance budgeting reform. The Teniedley
Authority budget decentralization resulted from establishing an organidagtomature with a

small central budget office and emphasis on divisional budget offices. Thé kcdag Angeles did
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exactly the opposite, centralizing budget operations to counter a phenomena dascribed
“uncertainty absorption,” where lower level departments attempt to avoidirgpioformation
because it can alter their organizational power structures (March and $888, 165).
Interestingly, while procedures in the Los Angeles case were ceettatlepartment managers
reported perceptions of greater autonomy.

However, | believe Eghtedari and Sherwood’s (1960, 67) description of March and
Simon’s uncertainty absorption phenomena as incomplete. Their concern fodépagtment
managers passing up judgments instead of facts is not necessarily a b#&dwliage discussing
the communication of professional judgment in the execution of their duties. Just aslHowa
(1973) stated budgeters should be more concerned about judgment than mathematics, than so too
should local government managers in communicating budget information in lieu of bintiget
facts. Offering up professional judgments is a means for establisi@atpgparticipation, job
efficacy, and perception of greater decentralized decision making not just from &rmyidge
perspective, but from an overall management perspective.

Controls

The study controls for a number of factors relevant to this study. First, lsete@@ard
demographic controls for public administration and public management are included udthe st
including sex, race, education, saldrecond, other control variables regarding either
economic sociology or public budgeting theoretical constructs used in previoEs stindire
organizational performance was the dependent variable are also includedtudthéMoynihan
and Pandey 2005; Pandey and Moynihan 2006; Pandey et al. 2007; Garnett et al. 2008). A key
idea discussed within the economic sociology construct was the concepepfemdurialism

associated with the writings of Schumpeter, and Burt. An indexed variable of develaljpmnent
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mission culture indicates the degree of entrepreneurialism and commitnembvation
developed by Zammuto and Krakower (1991) with origins from Quinn and Rohrbaugh’s (1981,
1983) discussion of competing values for achieving organizational effectiveness. 8heans
based on a five point scale from strongly disagree to strongly agree aigaaof 3-15, and has
a Cronbach’s Alpha of .792. Specific survey questions which sgitine measurement are:

e My department is a very dynamic and entreprenepiaale. People are willing to stick their

necks out and take risks.

e The glue that holds my department together is axtitment to innovation and development.

There is an emphasis on being the best.

e My department emphasizes growth and acquiring ressu Readiness to meet new
challenges is important.

Another discussion introduced the concept of professionalism generating thought and
action counter to rational theory, and specifically budget rationalities, waitémpt to apply to
budgeting’s embeddedness in management. | use a three item measure exrapteiNASP-

Il survey indicating the degree of enthusiasm for the profession and guide faspoé
standards. The seven point scale from strongly disagree to strongly agreeangk afr3-21
has a Cronbach’s Alpha of .864. Specific survey questions whictsaddiemeasurement are:

e | am proud to be in my profession.

e | use my profession to set standards for what lidengood performance for myself.

e | am enthusiastic about my profession.

A common function discussed in the performancedbedgeting literature is its potential to
enhance strategic planning and decision making @&2®1; Melkers and Willoughby 2001, 2005;

Ho 2003, 2006). A single item measurement addpbdedthe NASP-1I survey with a scale of 0 to
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10 is used to indicate the degree of strategiaplgrand decision making. The survey question asks
how effective a city is at making strategic decisio

Two controls consider public budgeting and managemsues: measuring the number of
government employees and city budget expendittifes.logged size of the government and its
expenditures can give some indication of the stipatsn of a government’s performance based
budgeting processes (Ekstrom 1989; Ho 2003, 208iGxlly, the study controls for both total tenure
within the organization and tenure in the respotislenrrent position. Distinguishing between the
two is important because even though a respondaynhave a long tenure within the organization,
lateral and vertical job mobility is not uncommariacal government, and often one’s point of view
can be affected by their position and tenure irpthsition versus total tenure in the organization.

Introducing Methods for Data Analysis

The intention of this study is to determine the @nes of indirect effects associated with the
implementation of performance budgeting that enbanganizational performance. Limited
dependent variable regression models will use@terohine any mediating effects of selected
intervening variables (See Judd and Kenny 1981,rBamd Kenny 1986; Long 1997; Garnett, et al.
2008; and Wright and Pandey2008 for examples) relée two approaches for testing for
mediating and moderating effects: a multi-stepraggjon process testing separately for mediation
and moderation, and testing for mediation throdgicgiral equation modeling (Judd and Kenny
1981; James and Brett 1984; Kenny et al., 1998).

This study uses multiple regression, ordered logiiehto analyze the data (Kenny et al.
1998; Frazier et al. 2004; Preacher and Hayes 2000 logit regression model allows us to test for
indirect effects, and observe the predicted prdiiabiand proportional odds ratios associated with

the mediating variables and their indirect effectshe likeliness of the key independent variable
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performance budgeting, to influence organizatipesformance.
Defining Mediating and Moderating Relationships

A brief discussion is required to delineate thHtedences between mediating and moderating
variable relationships because they can be easdichanged and are somewhat nuanced in their
conceptualization (Baron and Kenney 1986; Sheardi\araham 2003; Aguiness, 2004; Garnett et
al. 2008). A variable is considered to be a maedjatariable when it provides a direct casual
relationship between an independent and dependeable. A mediating variable should be the
cause that creates the outcome between the indagennti dependent variable. In other words, the
mediating variable provides the “why” or “by what rhanism” for creating the relationship between
the independent and dependent variables (BaroKamaly 1983; Aguiness 2004, 5, Frone 1999).

Mediating variables are also characterized asviaiténg variables, where the effects of the
independent variable are carried or channeled gihrthe mediating variable (Aguiness 2004;
Garnett et al. 2008). For example, this study @sep that information sharing is a mediating or
intervening variable causing performance budgetrpsitively influence organizational
performance. Confirming a mediating variable’seffis conducted through a three step regression
process. First, there must be a statisticallyifsognt relationship between the independent and
dependent variables. Next, there should be afisigmni relationship between the independent
variable and the mediating variable: the mediatengable should be a statistically significant
predictor of the independent variable. Finallythibe independent and mediating variable are
regressed on the dependent variable. A signifiedationship is established if the independent
variable, previously significant, is found insigoént? A graphical example of a mediating variable

using the information sharing example above isigexvin Figure 5.1
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<INSERT FIGURE 5-1>

Instead of characterizing the effects betweenrtiegendent and dependent variable, a
moderating variable changes or affects the relsttiprof the independent variable with the
dependent variable. A moderating variable explaiigen” or “under what conditions” the
independent variable causes outcomes in the deperateable (Frone 1999; Aguiness 2004).
Where as a mediating variable can be caused bylapendent variable and be a cause of the
dependent variable, a moderating variable cannatdagise of the dependent variable (Shields and
Shields 1998, 51; Aguiness, 2004, Garnett et &i8R0 A moderator variable can either weaken or
amplify a casual effect, and can even reverse satatfect (Kenny 2009). Revisiting the
information sharing example above as a moderatinghle, information sharing would moderate
performance budgeting if it changed how performdnaigeting influenced organizational
performance. In other words, the interaction betwiaformation sharing and performance
budgeting changes the relationship between perfarenaudgeting and organizational performance.

Confirming moderating variables is a two step pssaghere the independent variable is
tested for significance, and in the second steptiependent variable, moderating variable and an
interaction variable consisting of both variablesr@gressed upon the dependent variable. A fully
moderated variable is found when the interactioralte is significant and the independent variable
is insignificant. A graphical example of a mode@t/ariable using the information sharing above is
provided in Figure 5.2. Figure 5.3 is an altex@agraphical example is provided by Baron and
Kenny (1986, 1174) displaying the independent, naittey, and interaction variables effecting the
dependent variable.

<INSERT FIGURE 5-2>

<INSERT FIGURE 5-3>

147



One caution regarding mediating and moderatilagoaships: there is not always a neat or
precise dichotomy between the two conceptualizatidmrmediating variable may also have
moderating characteristics, while a moderatingaddei may also have mediating characteristics.
Careful crafting of theoretical models is necesganrder to exclude the possibility of generating
unintended consequences as a result of a faultglyrarchot clearly understanding the
relationships between the conceptual variablegtaideffects on proposed models of study
(Baron and Kenny 1986; Aguiness 2004, Edwards antbea 2007; Garnett et al. 2008). A
variable can be found to be significant, but nyfonediated or moderated, further requiring the
need to measure for mediated-moderated variabtemaderated-mediated variables, which can
result in difficult interpretations. Additionallg, fully moderated variable model is subject taneve
greater interpretation than mediated variable ngooetause of the challenge in determining which
of the two interacting variables is creating tharge in the relationship between the independent
and dependent variable. While the theoreticaltooctsfor this study focused on observing
intervening effects, moderating effects are algturad to address the issues put forth when
modeling intervening and interacting variables.

The use of intervening variables in economic dogyis not new. Smelser (1976) describes
a classic case where Michaels (1959) employed ttteosh@ogy to study oligarchy in relation to
trade unions and political parties, observing headers can indirectly influence activities as altes
of their own perceived indispensability. Smelseran point however, is substantive variables can
either be dependent, independent, or intervenipgrang on their place in the explanatory model,
verifying the challenges of modeling and interprgtihe results (Michaels 1959; Smelser 1976).

There are also limited examples of mediation withe management accounting discipline.

Covaleski et al. (2003) provide a summary of exasmpf mediators influencing the link between
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participatory budgeting and individual or job penfiance. Shields et al. (2000) observed stress as a
mediator, Nouri and Parker (1998) observed res@geguacy, as a mediator, Chong and Chong
(2002) observed budget goal commitment, acquisitfgab relevant information, and resource
adeqguacy as mediators, and Wentzel (2002) fourcejptgons of fairness as a mediator.

Ultimately, there are relatively few examplestoidées observing mediating variables in
either economic sociology or budgeting disciplinegervening models are used frequently in other
disciplines such as psychology and organizatidndies, and increasingly applied to public
administration and public management studies itidg#he value in exploring the concept within
public budgeting. Figure 5.4 and Figure 5.5 previgraphical depictions of the mediating and
moderating variable relationships proposed ingtudy.

<INSERT FIGURE 5-4>
<INSERT FIGURE 5-5>
Data Analysis

This study applies the ordered logit model to testtypotheses. Ordered logit models are
commonly used in the social sciences for analydatg where the dependent variable is presented
in a categorical format measuring levels of agregmedisagreement, and ordered groupings such
as frequency of activities, income, and educatitavals (Long 1997). Ordered regression models
such as logit originate from McKelvey and Zavoind’8975) efforts to observe latent, ordered, and
categorical variables identified from data instramsesuch as surveys. Further development came
from the biostatistics discipline with the propornal odds model that has since been refined and is
an important element for interpreting logit mod&keCullagh 1980; Long 1997). The logit model
uses a maximum likelihood estimate (MLE) to estengmrameters for measuring the independent

variable and the probabilities associated withctitegorical changes in relationships between the
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dependent and independent variables (Long, 1996jritfge 2006).

The logit model estimates provide two differenérpretations. Logit coefficients are not
the equivalent of Ordinary Least Squares (OLS)fmoerfit, but are a measure of log odds,
providing an indication of change in the log odfla one unit change of the observed variable.
The second interpretation is provided by odds rétiasmeasure the amount of change moving
from one categorical unit to another categoricélhased upon the probabilities of occurrence for
the two observed units. This study uses the odids ta determine the predicted probability of
changes in the relationship between the dependeable (organizational performance) and the
independent variable (performance budgeting) asutrof the various intervening variable
measurements. The study also looks at predictdégpilities of an event change (change in the
outcome of the dependent variable) based on chafgfes categorical scale for the independent
variable and intervening variable (Long 1997). Tigpothesis in this study proposed the
mediating variables information sharing, trust bodget decentralization would influence and
cause performance budgeting to improve performascidicated by a unit change in the
independent variable’s index scale.

The ordered logit model is an excellent and aeckptethod for capturing and analyzing
data from ordered, categorical data obtained framwveys measuring the strength of responses and
categorical data such as income, education lewglanizational size and population. There are
limitations with logit models. Unlike formulaic G3_models, logit models rely upon estimated
parameters for defining and observing the relatigmisetween the dependent and independent
variable. Long (1997, 61) recognized this chakepgsturing the remedy of searching “for an
elegant and concise way to summarize the resaltsltes justice to the complexities of the non-

linear model.” As with OLS, there is also the it for encountering endogenous explanatory
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variables from an improper model fit (Woolridge 8RO

The logit model’'s use of the MLE prevents simdasessments to OLS accounting for
variance, R requiring substitute measures developed from hestienates (Aldrich and Forrest
1984). There are a number of pseudariRasures available, this study uses the McKelvdy an
Zavoina and Count¥neasurements. MLE properties are asymptomaticieanire fairly large
sample sizes to adjust for MLE estimations. Acaelgtsample sizes range from a minimum of
100, but preferably require greater than 500 (&lland Forrest 1984; Long 1997). This study’s
sample size is well above minimum thresholds fdeoed logit regressions.

There is a potential problem of heteroskedagt#sta result of using a survey sample with
multiple respondents from the 545 different citygdictions participating in the survey. In order
to correct for heteroskedasticity, the models weseed two different ways in order to obtain a
more robust variance that accounts for the multggpondents within the city groupings. The first
used the Huber White Sandwich estimator, whiles#wond test clustered the non-independent
observations of respondents from the same city ¢HL867, White 1980; Moulton 1986; Arellano
1987; Froote 1989; Williams 2000; Woolridge 2006yr&tt et al. 2008). Of the two tests, the
cluster test was more rigorous and is used to rép®findings in this study. Brant tests were also
conducted to test the proportional odds assumfiticthe dependent and independent variables,
and presence of parallel regressions between thebles in the logit modél.

Data Preparation

Prior to testing the models, the data had to besassd for any missing data. The original
survey instrument resulted in 1,538 responses ffies@onse rate of 46.4%. A review of the data
using the variables in this study revealed missatg dmong the respondents. There were 366

respondents with “missing at random” items in ey, a total of 23.8% of survey respondents.
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There are three different options for addressiegiissing data when using logit regressions and
MLE estimations (Harrell 2006). The first optianto delete those respondents from the sample.
This would leave a sample size of 1172 participavitéch is more than sufficient to address
concerns regarding standard error confidence iateand goodness of fit test concerns. However
there remains the risk of sample bias dependirtgenature of the data deleted from the sample.
Concern should be taken to ensure the decisioaléteddata is based upon predictors of great
overlying importance (Harrell 2006).

The second option is the use of a maximum likelthtchnique to incorporate partial data,
and the third option is imputing the missing ddtaputing data is a standard practice and is
common among samples developed from surveys (R3&n; Harrell 2006). A single
conditional mean imputation can be used to substihe mean or median for missing values, but
this simple technique can over or underestimatavess and correlations (Harrell 2006). There
are a number of multiple imputation techniquesgisamdom draws from the conditional
distribution of the missing variable, or simulasdo establish normal distributions of the missing
variable. Bootstrapping can also be used to eitha variances of regression coefficients of the
missing variables in question (Rubin 1987, Sche®87; Harrell 2006).

After review of the possible options, a decisiaswnade to delete the missing data from the
sample. A review of the missing data did not iathcany trends suggesting the missing variables
would create survey sample bias. The items withtghest percentage of missing data included
salary, all three professional experience itemd tanure in current job position, each consisting o
5% or less of the missing data. In reviewing thta dat, it appeared that respondents often chase no
to answer items in groups related to personal gqumsst While imputation is a reliable alternatige t

generate the missing variables, imputations dfe@stimates open to question just as predicted
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probabilities and odds ratios from MLE logit regriess are based on estimates, open to question
and interpretation. As a result, | chose to simhfs issue by deleting the missing data from the
survey sample.
Descriptive Statistics and Pearson Correlation @oeints

Descriptive statistics including means, standaxdetiens, scale ranges, and analysis of
correlations for multicollinearity are providedTables 5.2 and 5.3. A review of the variables
indicates slight to moderate skewness or kurtosia iumber of variables including organizational
effectiveness, performance budgeting, informatitariag, and political trust, entrepreneurialism,
strategic decision making, education and age. Memjeint tests for normalcy on the variables in
guestion were negative and the data in the suasaple generally follow normal distributions.
Even though tests for normalcy were negative,gpkurtic distributions of the dependent and
several independent variables can still affecbtiteomes of the predicted probabilities and odds
ratios from the ordered logit regressions.

Table 5.2 provides the correlations for indepehdad control variables essential for the
study hypotheses, while Table 5.3 provides correistior demographic control variabfesA
check for multicollinearity indicates the infornatisharing variables are highly correlated,
however they are not actually regressed togethegre looked at separately. A review of each of
the seven models indicated only minor to moderateelation. The highest correlation within the
seven models came from the demographic variabtéedorumber of employees and size of
budget expenditures at 0.86, and tenure and posgirure at .59. There is no surprise that thee siz
of the government and budget expenditures woultblrelated. The inclusion of both total tenure
and position tenure is important because perceptiepend not only on time spent in the

organization, but also within the time spent ingbsition. The scope of responsibilities of
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department administrators expands, and experiartbe position can matter regarding
administrator perceptions.
<INSERT TABLE 5.2 HERE >
<INSERT TABLE 5.3 HERE>
Model Results

This section discusses the general findings fosétven different models tested for both
mediating and moderating effects. The literatupgsrts testing for both types of relationships
since it is possible the independent variable opernce budgeting tested with the information
sharing, trust and budget decentralization varsaiviay exhibit varying tendencies of both types of
relationships (Baron and Kenny 1986, Garnett &Qfl8).

The priority and hypothesis for this study is thplesation and confirmation of mediating
(intervening) relationships and causal relationsbigtween performance budgeting and
organizational performance. Such findings woughhght the efficacy of implementing
performance budgeting as a means for improvinghzgonal performance for public
organizations, and most specifically local govemtsie Findings of moderated relationships,
although not as noteworthy as mediating relatigpsshiould still further the importance to explore
performance budgeting’s relationship with orgamiret! performance and with various
endogenous and exogenous variables associatethentiublic administration and public
management domains.

Lastly, findings of completely mediated or modedatariables, although possible, are not
exactly the norm either. Variables can displayway characteristics of both tendencies depending
on the model observed. Testing for one type mayallg call for testing for the other at a later

stage of research and analysis where mediatingblesi moderate other variables or moderating
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variables mediate other variables (Baron and Kedf8&g; Edwards and Lambert 2007). If the
variables are not completely mediated or moderatéldscussion of mediated-moderated
relationships or moderated mediated relationslipsld be addressed. Detailed mediated and
moderated findings for each model with key varialdeprovided in Appendix B.

Base Model Specifications

The models were tested for mediating effects usiagnulti-step process provided by
Baron and Kenny (1986). Specific information preddrom the goodness of fit tests include the
Wald test, and both the McKelvey & Zavoina and QdRfrfor measuring variance. The Wald test
is one of the two common tests for logit regressitiwever the Wald Test is more appropriate
for use with robust clustering (Stribney, 2005)hi&there are a number of measurements for
variance, the McKelvey and Zavoina R-squared ifepe for use with latent ordinal and
categorical variables to describe the variances dfILE estimation (Veall and Zimmermann
1996; Long 1997; Freese and Long 2006).

First, the dependent variable, organizationalgoerénce was regressed upon the general
model with the key independent variable performdnageting, and the control variables
consisting of entrepreneurialism, professionalsinategic decision making, sex, race, education,
salary, the logged value of the number of employbedpgged value of the of city budget
expenditures, tenure employed in city governmany tenure in current position as a department
head, assistant city manager, or city manageisgstant/chief administrative officer).
Performance budgeting tested significant: z = 5%90.00, Wald Chi-square = 428.65 (12
degrees of freedom), and McKelvey & Zavoinds-R.449. The second step regressed the
mediating variables with the key independent végigiierformance budgeting. Of the seven

models tested, the mediating variable Trust (Ralittupport) was insignificant and dropped from

155



further testing. Tables 5.4 and 5.5 provide messsaf fit for the first and second step regressions
<INSERT TABLE 5.4 HERE >
<INSERT TABLE 5.5 HERE>
Mediated Variable Findings

In order to find evidence of the mediating effemttinformation sharing, trust and budget
decentralization, the third step regression mubtate the channeling effects of these variables,
which would indicate a change in the performanaigbting variable coefficient between the first
and third regressions. For there to be eviden@dlohediation, the performance budgeting
variable, which was statistically significant iretfirst step regression must become insignifiaant i
the third step regression. A review of table Bdidates none of the remaining six mediating
variables are significant, indicating none of thesgables display full mediation, and do not
provide strong causal relationships for explaihog performance budgeting can influence
organizational performance.

Table 5.6 provides the Odds ratio, z - statatid p-value for the third regression with both
the independent variable (performance budgeting haediating variables. If there had been
indication of fully intervening effects, the penfieance budgeting variable would have changed to
become statistically insignificant when comparethwhe base model depicted in Table 5.4. The
z-statistics for each of the model variables chdmghatively little from the base model (the
regression without the mediated variables) and efttte third step mediated model tests.

The odds ratio is the anti-logarithm of the lagiefficients measuring the probability of an
outcome change given a one unit change in the amtigmt variable (Katz 2006, 126). In the
models presented, the odds ratio indicates leasatlsae percent change in the probability of a

respondent moving from one unit of measurememather within the scale of the dependent
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variable organizational performance, given a onealmange in the independent variable
performance budgeting and inclusion of the medijateariables of information sharing, trust and
budget decentralization. The odds ratio for theelraodel was 1.096. When performance
budgeting was mediated, each model reduced theratiloldy approximately one percent from a
range of 1.081 to 1.089. This negative changeatels the mediating variables reduce the
influence of performance budgeting’s affect on argational performance. The small or minimal
change in the probability of an outcome stronglygests that none of the intervening variables
tested provide any causal effects for explaining arhyow performance budgeting influences
organizational performance.
<INSERT TABLE 5.6 HERE>

While there was no evidence of full mediator éfestipporting the study’s hypotheses, it is
common practice to simultaneously test for modaematrthen testing for mediation (Barron and
Kenny 1986; MacKinnon et al. 1989; Kraemer, et @2 MacKinnon 2008). The managerial
accounting discipline has an extensive body ofditee observing mediating and moderating
variables with the preponderance of these stutlids§ moderating effects (Nouri and Parker
1998; Shields et al. 2000; Chong and Chong 2002tx&e2002). Shields and Shields (1998)
provide an extensive list of forty-seven moderatatibble studies from ranging from 1967 to
1998.

The Persisting Potential for Mediated Findings

At first glance, the limited number of mediatirgriable studies might lead one to conclude
that budgeting activity is not conducive to mediatariable studies. Baron and Kenny (1986) and
Long (1997) both indicate the importance of idgmiid the appropriate variables for mediated and

moderated models as a key issue. This is no @ifféor budgeting where a change in
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organizational performance can be the result of anmyber of other organizational activities not
associated with budgeting (Shields and Shields)1998reful consideration of model
development for mediating and moderating variaislessential (Barron and Kenny 1986; Long
1997; MacKinnon 2008). This is especially impottan this study, where both the temporal
nature and ordering of the variables can subsligntizange the outcomes for organizational
performance (MacKinnon 2008). For instance, rengrthe order of the independent variable and
mediating variable in these studies could potdwnitiatlicate greater modeling accuracy. A case
could be made that information sharing and truestratirectly affected or mediated by
performance budgeting rather than vice versa sndtoidy.

Public budgeting is also fraught with an innumbzaet of variables that could affect the
relationships discussed in this study. At firshgk the results of the mediated studies might
indicate the presence of a spurious correlationdst the mediating variables with the
independent and dependent variables. In othersytivd mediating variable is the sole influence
on the causal relationship between performancediundgand organizational performance (Simon,
1954). This is not the case however for the maakasl here since a relationship had already been
established between the independent and deperatétiles prior to establishing any relationship
with the mediating variables. Rather in this c#se Rubin Causal Model applies to mediation
models, where inferring the cause of an effeatjisatly important as determining an effect of a
cause (Rubin 1974, 1977; MacKinnon 2008).

In retrospect, it should not be surprising to findt the models here were not fully
mediated, but partially mediated. Partially mestidindings of themselves are important findings.
First, my hypothesis suggested that the intervegiifegts of mediated variables were indirect. If

so, what other indirect effects might affect thecome of the models in this study? Information
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sharing, trust, and decentralization are only adétie many variables affecting the relationship
between performance based budgeting and orgamabperformance.

There are both internal and external environméatabrs affecting public budgeting
relationships. Internal factors include the typergfanizational structures observed, personal
relationships, and the execution of budget prosedsach of these factors varies among the
organizations observed in this study, and even msutatle, or indirect changes to such factors can
affect budgeting relationships and organizatioealqggmance. External factors include the entire
array of budget rationalities studies beginnindnwiey’s (1940) choices dilemma and
Wildavsky's (1964) politicization and rationalizatiof the budget process. External stakeholders
within the various communities observed in thislgtplay an important role in the budget process,
often behind the scenes. The economic environatemiplays an important role that could affect
the models observed in this study. While it isicthat the current economic downturn has a
considerably direct affect on organizational decisnaking and budget execution, it is equally
possible there are indirect effects influencinganigational processes in reaction to fiscal stress
and unanticipated (or even anticipated) economditions facing local governments today.

While none of the models indicated full mediatithe question remains to what extent did
the mediating variables affect performance budgetimd organizational performance? Regardless
of modeling construct challenges, findings of hrtediation are still important and support my
theoretical proposals regarding the value of stuglthe indirect effects associated with public
budgeting and organizational performance. Sollzvodman Tests provide an estimate for the
amount of partial mediation within each model. [€d&h7 provides an indication of the amount of
partial mediation for each model. The table presitivo measurements. The first measurement is

the percent of total effect that is mediated. This measurementpsoiiartion of total
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mediated effect, explaining the extent of the mediation of the independeatileari
performance budgeting, to the dependent variable, organizational performancegAdivi
Hauser 1975; MacKinnon 2008, 82). The second measure is the ratio of indirect to direct
effect. This measurement provides the ratio of the mediated effect to ttteeheet, allowing
the comparison between indirect effects and direct effects (Sobel 1982;iMaoki008, 83).

The figures in Table 5.7 indicate the partial mediating effects from infammsharing,
vertical information sharing and the two trust variables do not provide a comglsta effect,
but they are still important for indirectly influencing a causal efféach of these mediating
variables explain more than 25 percent of the total performance budgetiegisoseff
organizational performance. Additionally, the size of the mediating vasadffects
corresponds to roughly 40 percent of the size of the direct effects observed wdiie.m

<INSERT TABLE 5.7 HERE>

While few budget studies observing mediating ¢ffabound, we should not rule out its
potential for furthering public budgeting theoryaimgment budget rationalities theory. The potentia
for further exploration of mediating effects in jhalibudgeting is possible through careful
consideration of both external and internal orgational characteristics. The findings above
confirm the challenges in isolating the most appatg variables for modeling indirect effects ie th
public budgeting process.

Moderated Variable Findings

This study’s proposals focused first on explorimg éxistence of mediating effects because
they provide greater capability to “explain cenbrgpothesized linkages” (Stone 1992, 14;
MacKinnon 2008, 11). The accounting managemematitire on participatory budgeting’s effect on

individual performance indicates the difficultydeveloping accurate explanatory models. As a
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result, most of these studies focused on modevat@ble relationships. The remainder of this
study will also concentrate on moderated relatigpsshStudies of moderating variables influencing
budget activities in the public budgeting domam motably absent, offering the potential for
expanding the literature beyond existing budgeimatities.

Table 5.8 provides a summary of the model fit abtaristics for the moderated test models.
Of the remaining six variables tested, budget dealeration was not significant as a moderator.
Decentralization is an important concept influegemanagement, organizational structure and
decision making, and is a staple of the new pubaoagement philosophy (Simon et al. 1954; Kettl
2002, 2005; Pollit and Bouckaert 2004). Budgeedgalization tested significant as an independent
variable with the dependent variable organizatieffectiveness, however, budget decentralization
is not a causal factor influencing the relationsiepveen performance budgeting and organizational
performance. While budget decentralization playsrgortant role in management and decision
making, it does not appear to influence performédncigeting’s role for developing
interdependencies that would facilitate organizetigperformance.

Information sharing and the breakdown into botttic& and horizontal information sharing
were significant, with information sharing and ontal information sharing at p < .05 and vertical
information sharing at p < .10. A detailed revigiwhe predicted probabilities of these variables
indicates there is little difference between thedhvariables with one small exception: the slape o
change in predicted probabilities is slightly leggen moving from one unit to another for horizontal
information sharing. As a result, the greater phtte discussion will focus on information shgrin
as a whole, consisting of both vertical and hotiabinformation sharing.

This does not mean that vertical and horizontalmation sharing are not important. On the

contrary, vertical information sharing and inforrmaatasymmetry are important topics in the
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management accounting field, while horizontal infation sharing is important to the discussion of
isomorphism between budgeting and Economic Sogidlaggyris 1952; Simon et al. 1954;
Hopwood 1976; Granovetter 1985a, 2005; Chenhall and Brownell 1988; Bart2(®2; Shields
and Young 1993; Uzzi 1996, 1997; Burt 1992, 2002; Shields and Shid&s Chong and Chong
2002; Marginson and Ogden 2005a, 2005b; Parker and Kyj 2006). The similar findingsrbe
the three different variables simply call for ag@@onious approach to explaining the moderating
relationship of information sharing and performabadgeting.

One of the most important findings of the threelerating variables addressed in the
narrative here is the change in relationship betvpegformance budgeting and organizational
performance. In all three cases, the moderatinghta changed this relationship in an unanticighate
manner. Instead of increasing the likelihood ofriopd organizational performance, all three
moderating variables: information sharing, trietdd on an individual’s perception of role clairty
the execution their managerial responsibilities, tanst based on an individual's perceptions of
value congruence with the organization have a negatfluence in the relationship between
performance budgeting and organizational perfor@anc

However caution must be exercised when makingsthtement because when observing
moderating variables, unlike mediating variables, difficult to determine which of the two
variables involved in the interaction (e.g. infotioa sharing and performance budgeting) is
responsible for creating the change in the relakignbetween performance budgeting and
organizational performance. It is also uncertdiether the combined effect of the two variables is
somehow different from their individual effectsdditional testing for moderated-mediated
relationships was not conducted as a result dfetetbeing little change in the z-statistic andhjoe

from the original regression and the mediated ssgpas and 2) the moderated regressions for both
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interaction variables tested insignificant while thteraction variable tested significant, indicgti
the variables were fully moderated (Baron and Ket#86; Edwards and Lambert 2007).

Table 5.8 provides the odds ratios indicatingctinge in outcome of the dependent variable
organizational performance, based on a one uniigehz the independent variable performance
budgeting. As a reminder Table 5.4 provided thasadtio of 1.096 for the base relationship
between organizational performance and performbndgeting, indicating that for every unit
change in performance based budgeting, the odugludr perceived performance increase by a
factor of .096. A review of the moderating relaships in Table 5.8 reveals odds ratios of 0.910,
0.898, and 0.809 respectively. A change in odalsishess than 1 indicates a reduction in likeltho
of higher perceived performance by the differendevéen 1 and the odds ratio that is less than 1.
The interpretation of the results reveals the gioluof the moderating variablesducethe odds of
perceived higher organizational performance by amated factor of .09, .10, and .19 respectively.

<INSERT TABLE 5.8 HERE>
Predicted Probabilities: “The Rest of the Story”

The review of the ordered logit estimates shoutdstap after conducting the initial
regressions. The data presented in table 5.8d@@wi overall snapshot of the moderating
relationships across the range of the ordinal seceded in the regressions. The odds ratios provide
only a partial understanding of the findings. Tiegt step is to conduct an analysis of the data
across the spectrum of the ordinal scaled measatsiteelook at the differences between moving
from one unit of measurement to another at varigagls of the moderating variables and the
independent variable performance budgeting to uhaterif the outcomes on organizational
performance are different across the spectrumeafBasurements.

This study observes low, average and high levetsgainizational performance, performance

163



budgeting , and three moderating variables Infaonatharing, trust (role clarity) and trust (value
congruence). Measuring low, average and highdevas conducted using the ordinal scales for
each of the measurements. Low and high measurefoemach variable were approximately one
standard deviation (adjusted to the ordinal s¢c@&w and above the mean for the observed
variable. The average measurement is the meaadbrvariable. For example, organizational
performance measurements were 5 for below averdgeaverage, and 9 for above average. The
measurements for performance budgeting were @tP15; while information sharing
measurements were 17, 21, 26 respectively.

Table 5.9 provides a summary of the predicted fmibti@s. The table provides a different
story from that provided by the odds ratios. Tdi®d is set up to display the interactions of low,
average and high levels of performance budgetitiglaiv, average and high levels of the
moderated variable in order to display the predipt®bability of change in performance as a
result of the moderating variable interaction. émeral, the table tells a similar story for each of
the moderating variables and their influence onrétegionship of performance budgeting and
organizational performance. Changes for organoiaatihat are perceived to be performing below
average display less than one percent to a threemiehange as a result of the moderating
variable interactions. Average performing organire tend to benefit the most from the
interactions experiencing a fourteen to thirty-prewcent change in performance. However, this
drops off dramatically for high performing orgartinas, with the exception of the interaction with
the trust (values) variable, which experiencegréslicted peak in the high performing
organization category.

<INSERT TABLE 5.9 HERE>

Appendix A also provides graphical descriptionghefinteractions and predicted
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probabilities provided in Table 5.9. The graphma&sentations tell the same story but provide an
excellent visual presentation including some ofdineilinear results of the logit regression. The
graphics also provide a visual of the confideneel&efor the predicted probabilities presented. A
general trend beginning with average levels of miggdional performance and increasing rapidly
with high levels of organizational performancehis high confidence intervals at the lower levels
of performance budgeting use. The graphs alsoatalthe low levels of interaction in the low
performing organization and reduction in predigieabability of improving organizational
performance when moving from an average to higlopaing organization.

Interpretations: What Does it All Mean?

The first order of business is to reconcile théed#inces between the odds ratios and the
predicted probabilities. The odds ratios indi¢thtemediating variables change performance
budgeting’s relationship with organizational pemi@ance in a manner that indicates a reduction in
organizational performance. However, the prediptethabilities indicate a somewhat different
perspective where average performing organizaaampositively influenced by the interactive
effects of information sharing and trust in thef@enance budgeting process. How can this be?
One possible explanation can be found in a reviglweomeans and standard deviations of the
observed variables. The dependent variable orgigmial performance provides a possibility for a
divergence of findings. A review of the distrilmutiof the organizational performance variable
reveals the appearance of a skewed distributittrguadh the variable was tested and found to be a
normal distribution. However, further review oétfrequency of responses tells another story.

The majority of the respondents provided answelisating their organization was either
close to, or was a high performing organizatiohe ean for organizational effectiveness was 7.58

out of an ordinal scale of 0 to 10. Seventy-fieecent of the respondents rated their organiz&tion
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8, or 9 for the survey item. If the highest sdoreorganizational performance, 10 is added the
percentage rises to eighty-two percent of the redgats. This leaves very little room for
improvement, as managers already rate their orgamszdairly high, and the interjection of
interacting variables may not be capable of capfuthe full effects of the moderating variables. O
this could be an issue with construct validitylef thodel variables. Quite possibly there could be
other variables in the model influencing the fimgdirand supporting the remarks by Baron and
Kenny (1986) and Long (1997), especially since a ranrabthe control variables including strategic
decision making and entrepreneurialism consistéesid significant. Aside from the difficulty in
determining which of the interacting variablesuefhces the dependent outcome, it is possible that
the existing high ratings from managers also imtas the ability to measure the moderating
variable effects on perceptions of organizatioeafgzgmance.

Manager ratings for organizational performance ads® the issue of self selection and
common source bias. The issue of common soursénbmalready been addressed, and in many
ways it should not be unusual for professionatggh level management positions to rate their
organizations high for performance. But it doedasacore the selection of subjective versus
objective measures of performance. Both have (i@de in measuring organizational performance,
and performance budgeting can assist managernimgeperformance measurements and controls,
however both objective and selective reporting mmesshave selection bias issues that must be dealt
with (Burkhead 1956; Hopwood 1973; Otley 1978; Gotd Buckley 1987; Doty and Glick 1988,
1998; Williams et al. 1989; Bohte and Meier 2008diR 2000, 2006; Dubnick 2005; Pandey et al.
2007; Moynihan 2009). Nevertheless, self selecgomains a valid tool for indicating organizational
performance (Mott 1972; Lincoln and Zeitz 1980;\Bee and Selden 2000; Brewer 2005; Walker

and Boyne 2006; Pandey and Moynihan 2005, 2006; Ratadd 2007).
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Fortunately, the ability to determine estimatedijmted probabilities along the ordinal scale
of the observed variables provides the opportuaityreak the general observations from the
regression models down into various levels andyoaites to better pinpoint the effects of the
observed intervening variables. It is apparentgpatific organizational characteristics affeet th
relationship between performance budgeting anchargtional performance with average
performing organizations benefiting the most fronpiementing performance budgeting, while high
performing organizations also benefit but to adesiegree.

The interesting story here involves the lower penfog organizations where the interacting
variables had little effect. This highlights tiheportance of information sharing and elements of
trust, reinforcing the literature on these two aigational characteristics. It also highlights the
importance of these variables in relation to thenisrphism of public budgeting and economic
sociology theoretical constructs. Developing amihtaining organizations with well defined
mission sets and responsibilities that are cagaidewilling to share information and ideas are
important tasks for organizational leaders. Witrsuech structures and environments, it is unlikely
that entrepreneurial activity can flourish and stssiganizations to continually strive for
improvement. This is especially important for lagavernments where citizens can more readily
and directly benefit from improved government perfance.

Summary
This chapter presented the statistical resultseoftteoretical proposals regarding the hypothesgs th
information sharing, trust and budget decentratinainediate performance budgeting’s effects on
organizational performance. The study used mu@p-stgression models to determine the mediating
and moderating effects of three important theazbtionstructs relevant to both performance based

budgeting and economic sociology. The study foligtitsevidence of mediating effects from the
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variables tested. However, testing for moderagifects found all three forms of information
sharing (vertical, horizontal, and overall inforroatsharing), and the trust variables for roleitjar
and value congruence displayed significant modegatifects between performance budgeting and
organizational performance. Budget decentralinadiad trust in terms of political support of local
government activity were insignificant.

The lack of findings for budget decentralizatiorreveot as surprising after reviewing
previous performance budgeting reform where buckgatralization actually bolstered performance
budgeting implementation (Eghtedari and Sherwood (1960) . Tdiedsfor the importance of
political support were more surprising however guse political support has been determined to be
an important element for successful performancgéitirhy implementation at the local level
(Berman and Wang 2000; Wang 2000; Ho 2006). Reggsdihese particular variables are important
and significant in other models. They simply did have mediating or moderating effects in this
particular model for observing performance in lg@alernment as a result of performance budgeting
activity.

The study found the general models displayed a inegafluence on the probability of
improving organizational performance. This mayltdsecause of the frequency of self selection of
high levels of organizational performance by th@oeslents. Further review of the estimated
predicted probabilities at varying levels of theéafales tested indicated high performing and
especially average performing organizations befrefit performance budgeting resulting from
changed relationships influenced by informationisigeeind elements of trust within an
organization. Each of the different variablesagdor moderation displayed similar findings.
However there were slight differences worth memtigiinecause each of the variables themselves

have important consequences for influencing hofopeance based budgeting affects
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organizational performance. Appendix A helps tpbically highlight these differences.
Information Sharing
Information sharing at low levels of perceived anigational performance does not greatly
improve as a result of performance budgeting, wisicfortunate since the greatest benefits might
accrue to low performing organizations. Howeves thay also indicate other more pressing issues
must be addressed within the organization thatimasg little to do with the moderated
organizational variables used in this study. Thgel@onfidence intervals for low levels of
information sharing also provide indication of atfactors influencing perceptions of low
organizational performance, although high selfctele of performance also contributes to the large
confidence intervals at lower incidences of perfamoe budgeting as well.
Average organizations benefited the most while alaserage organizations continued to
benefit, but at a decreasing rate. Both findingside helpful indication that information shariag
a result of performance budgeting can benefit Igogernment effectiveness, supporting
communication’s long articulated importance to argational effectiveness in public organizations
(Gulick 1937; Barnard 1938; Selznick [1949] 199im&hn et al. 1950; Downs; 1967). This can also
be observed in the confidence intervals of aveaagehigh information sharing, although at higher
incidences of performance budgeting, confidenaats increased again for high information
sharing organizations (see Appendix A). This nmaljcate a similar yet opposite finding from lower
performing organizations, where other factors athan high information sharing and high incidence
of performance budgeting affect organizationalqrenince.
Trust (Role Clarity)
Trust developed as a function of role clarity ipartant for local government administrators to

manage their organizations. Like information stggriow performing organizations generate little

169



benefit from role clarity’s influence on performanaudgeting, while average organizations benefit
the most and high performing organizations beaét decreasing rate of performance budgeting
incidence. Observing the levels of role claritgypdes two distinct differences from information
sharing. First, while the confidence intervalsrfae clarity are similar to information sharinget
intervals at the low and high levels of role claate not as extreme as information sharing. Skcon
the probability of improving performance at highridences of performance budgeting begins to
decrease slightly within average levels of roleitgla These two observations may be linked to a
manager’s internalized perceptions of role clatibgely linked to the manager’s perceptions of his
or her supervisor’s confidence in the managertiasi whereas information sharing is more likely
to be externalized and susceptible to both grealiance and interference from others in the
organization.

Trust (Value Congruence)

Trust in terms of value congruence is likely tcabesven greater internalized process for
managers. One would assume that high rankinggsiofeal managers would have a greater sense of
value congruence and trust with others in theiaoization, especially given the manager’s average
length of organizational tenure of thirteen yed&erformance budgeting’s potential for improving
organizations fits well with the survey measureepbsd. It was not surprising then, to find large
confidence intervals for high performing organiaas with low perceptions of value congruence and
low incidence of performance budgeting. It is aebsurprising to find that trust in terms of value
congruence displayed the smallest confidence @iteacross all levels of measurement. Why?
Performance based budgeting offers a means foowmg local public organizations which in turn
benefit citizens and the community. Local govemnagliministrators are driven and guided by

principles of service and professionalism providsigilar values and norms from which to draw
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from these administrators’ experiences and obsensat
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Notes

! The sample characteristics in Table 4.1 represent the adjusted survés bl 2
respondents. The percent of change for each characteristic was ministification for the
adjusted survey sample is provided in the discussion of the data preparation.

2 | provide both lateral and horizontal information sharing. Lateral informatiainghia the
terminology used by the public administration discipline, while horizontal infesmaharing is
used by the management accounting discipline. This study acknowledges thanc®of the
management accounting discipline for this study.

% The variable for race is a dummy variable delineating white / Caucasian frarities.

* Partially mediated variables are also possible where the independeblevestaains
significant to a lesser degree, however this study initially focuseslgmfatliated variables. A
discussion and presentation of partially mediated effects is provided latercimegbter.

> Not all models met the proportional odds assumptions; however this does not significantly
impact the validity of the models. It does however increase the incidence,afltimately
affecting the confidence intervals in the model. The reason it does not sighyfeddect my
findings is because my models assess indirect effects within mediated andtethdeodels that
do not require precise relationships that might be expected from other models.

® The number of variables used in the study made it difficult to format them in one catesblida
table.
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Chapter 6
Conclusions and Recommendations

Laying the Foundations for Alternative Studies in Public Budgeting and Performance Based
Budgeting

The importance of this study centers on a new approach for appreciatorgnaarce
based budgeting and its role within public budgeting. The majority of public budgetthess
have not observed budgeting behavior. The few that provide behavioral observations have bee
normative in their approach (Wildavsky 1964; Meyers 1994; Thurmaier and Willoughby 2001)
This study offers quantitative empirical findings through survey data galtfrem local
government organizations, borrowing from economic sociology and managenmanttacy
fields to offer an alternative approach for explaining the value of pesftcenbased budgeting.
The study looked at the budgeting behavior of local governments and whether or not
performance based budgeting influences organizational performance.

Performance based budgeting is an important process for many local generewven
though some may argue performance budgeting as a method of budget reform iteinfa sta
decline (O'Toole and Stipak 2002). Others repeatedly observe performance bastohundg
little influence to change resource allocation, victimized by Key’s birgealues dilemma and
limited in its usefulness (Joyce 1993; Broom and McGuire 1995, Melkers and Wilhpd§98;
Mullins and Pagano 2005; Gilmour and Lewis 2006a, 2006b; Sterck and Scheers 2006).
Ultimately many scholars lack confidence in performance based mgiggtiestioning the
validity, accuracy, and accountability of reported performance informdgohbiig 1997b, 2005;
Radin 2000, 2006; Bouckaert and Peters 2002; Grizzle 2002; Heinrich 2002; Dubnick 2005;
Moynihan 2006).

Why, based on the perceptions and attributes of public administration and public
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budgeting scholars would any government endeavor to implement performancenguchgete
first place? It would appear that performance based budgeting is surebdtptfadl way-side like
previous and notable budget reforms. This study offers this is not the case: althaoggoc
somewhat since the 1950s reform, performance based budgeting remains intactsanak ithe
state and local level.

While the public budgeting literature indicates the novelty of the current round of
performance budgeting reform, an in depth review finds performance based budge&ng
really disappeared after falling out of favor with reformers in the 1960seabhgperformance
based budgeting remained in the background, still used by numerous governments in @ne form
another throughout the 1960s, 1970s, and 1980s prior to the Clinton Administration’s
government performance initiatives and the international new public managemamaent
(Schick 1971; Friedman 1979; Rabin 1987b; Cope 1987; Grizzle 1982, 1985, 1986, 1987; Lauth
1987; Osborne and Gaebler 1993; Poister and Streib 1994).

Schick (1971) described how state governments hybridized performance bgidgetin
processes from the original 1950s performance budgeting reform whicedtdgmnges in both
budget process and format. Schick’s hybridization indicated state governnaentd dhange
budgeting formats, but instead used performance information as an additioriat toohitoring
and improving government performance. When the second round of performance budgeting
reform began in the 1990s, instead of changing budget formats, performance bgs¢ddpud
again became a tool for improving government performance. While budget processesenay h
changed, performance based budgeting has not required changing organizatictuaést and
as a result is less threatening to established stakeholders withirditierted line item

budgeting process (Schick 2001, 2003).
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But this historical account of performance based budgeting only tellefghg story.
Simply changing a budget process and expecting long lasting chandeersstairt sighted,
especially if there are minimal changes to resource allocationdhalidnges to the validity of
reported performance information. There must be some other benefit for impregrand
retaining performance based budgeting. This study proposes that perfornsattbumgeting
creates indirect effects not associated with resource allocations and bgdgele in the
political process (Behn 2003). Such indirect effects are closely related tdibgtge
relationship to management processes in government activities. Rather trangon
budgeting’s control functions, performance based budgeting offers a mamageohéor
governments to strive for improvements both in efficiency and effectivenessearignent
activity.

Performance based budgeting provides the opportunity to approach public budgeting
from a layered approach. There is the political layer accounting for the atigealities
described by Key, Wildavsky, Rubin, Meyers, and Thurmaier and Willoughby wieecemtral
budget authority assumes a prominent role in the budget process. There matsmament
layer where budgeting is embedded within the management process for providinmgrgoter
products and services. The management layer of budgeting focuses on outcomes rasdlias
there is the possibility for creating interdependencies between goverdapartments and
agencies which in turn create changes to the social structures within theatigasi These
interdependencies and altered social structures provide the basis for undegdtandi
performance based budgeting can indirectly affect organizational parfoem Economic
sociology provides the means for developing this theoretical construct.

Economic Sociology Constructs
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Generally speaking, economic sociology is the study of activitiesvimgpthe
production, distribution, exchange, and consumption of scarce goods and services that
specifically includes a broad swath of non-economic activity as well as eaoaotwity (Pareto
1932; Parsons and Smelser 1956; Smelser 1963, 1976; Smelser and Swedberg 1994, 2005).
Economic sociology provides the means for studying public budgeting and budgebbehavi
outside the lens of budget rationalities. The inclusion of both economic and non-economic
activity provides the logic for why government organizations can be obseoredife economic
sociology lens. With the exception of the political economy field, theoretocaloenic
constructs generally exclude governments as public entities, but govermaesntsucial roles
affecting economic activity.

Economic sociology allows for the inclusion of non-economic activity and behaviors to
observe and explain actions outside of the traditional rationality constructse®1fi®63, 72)
offers a description of government activity as a “constitutionalized intgore capable of
promoting, regulating, and manipulating economic behavior. Zafirovsky (2001) asgment
Smelser’s description of economic sociology by stating trust is an eéseethanism for
influencing the exchange, action, and social structure of organizations. ParetvsorsP
provide descriptions of non-economic activity describing non-rational or noralagamught
processes. For example, professionalism is a concept that helps guidg@aeeement
officials, but cannot be explained from rational behaviors alone.

Parsons’ Treatise on society offers how societal changes result fromagideindirect
economic effects, and from social effects. These social effects linlatm@tter’'s social
structures, helping to describe the behaviors of individuals within government atgarsz

(Parsons 1935; Granovetter 1985a). Marshall (1920a) offers the importance an individual’
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character and faculties augmenting the discussion of both professionalisotiahdtsuctures.
Additionally, his groupings of industrial districts and the development of trust based upon
geographical and social boundaries rather than political boundaries are appbdadih
government agencies and individuals. Schumpeter provided a discussion of entregreneuri
behavior applicable to local government, while Parsons and Smelser offeredldanode
explaining adaptive sub systems and various organizational and institutionatetistias

linked to economic and non-economic behaviors existing within an overall sociahsyste

These scholars represent traditional economic sociology, whereas &tarisv
embeddedness argument in 1985 began a new era dubbed new economic sociology. Whether or
not the distinction was necessary is not as important as the positioning of econaohiggac
address the importance of personal relationships, social networks and themcefluéoth
economic and non-economic activity. Granovetter’s social networks and latenreht of
coupling relationships and cross cutting ties embedded into economic activity provigidaesy
for transferring these concepts to public budgeting (Granovetter 1985a, 1985hb, 1992, 2002,
2005). Burt (1992, 2002, 2007) expands Granovetter’'s networked social structures with his
concept of structural holes linked to Schumpeter’'s economic entrepreneur antzater
positioned astride a structural hole can bridge the gap to attain benefits, pravidirglanation
for performance budgeting’s potential for improving organizational performance.

The social structural context of embeddedness applies to this studyashyzarte
budgeting in local government. When performance based budgeting is impleéniteates as a
change agent, influencing social structures without directly chgrogganizational structures.
Economic sociology provides a means for understanding and observing changetagtes,ac

bridging the gap between the micro — individual approach used in economic and psygahologi

177



studies and the macro-organization/agency approach used in sociological Ghudrevetter
1973, 1985a, 2002, Covaleski et al. 2003). Economic sociology provides a number of important
contributions to the theoretical proposals in this study, but must be synthesized with public
budgeting theory to support the hypotheses used in this study.

Theoretical Synthesis

This study proposes that public budgeting can be observed as the study of human agenc
and social interaction of the budget process within local governments. The study is mos
applicable to local governments because they are much more varied than stateeaid f
government, but more importantly because local government administrators acetbe fa
government. Local government administrators are more likely to intesitteonstituents, and
as a result more likely to develop interdependencies that provide incentivedoingur
innovative means to provide efficient and effective government services.

Public budgeting is a socially structured, networked activity involvingligsemination
of information within formalized structures such as budget documents, accountapiditis and
through informal structural processes of information sharing from both intandadxternal
elements. Public budgeting is not just about budget rationalities, there are atatioral-
characteristics associated with budgeting. A few of those chasticedescribed in this study
include the association of trust within relationships, the acculturation of agoofasethic
guiding individuals in the execution of their responsibilities, and the spirit cdggeheurialism
motivating individuals to pursue innovative organizational improverh@mganizations must
have some driver to enhance these non-rational activities within the organizatiftanm&ece
based budgeting acts a change agent influencing how organizations commuranatgl

execute budgets. Performance based budgeting does not change budget formttsr but ra
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changes the social structures of the organizations, subtly changing the bodgss jiself,
without substantially disturbing traditional line item budgeting processes.

The study of social interaction in the public budgeting process is actuallyhneat a
concept. A number of scholars have looked at social interactions related to public lgudgetin
from the budget rationalities perspective. With few exceptions the budgeitaies
perspective focuses on the political rationalities with its negotiatargaining and
compromising that ultimately end up measuring the victories won or lost in theces
allocation decision making process (Wildavsky 1964; Heclo 1977; Wilson 1989 Meyers 1994;
Rubin 1997a, 2006; Thurmaier and Willoughby 2001).

This study proposed public budgeting is layered with a budget rationalities layer and a
management layer. The management layer of budgeting is not focused on thed palitie and
competition for resources. Within the management layer once a budget has baemagency
or department is concerned with the execution of its core responsibilities to paodldeliver
the desired level of government services as efficiently and/or efflgciggossible. The budget
becomes secondary; its purpose simply sets the limits for the execution ohay age
department’s mission. Performance Based Budgeting’s value resides iartagement layer
where agencies and departments can change or establish new relationshipfort to strive
for improved performance as a result of interdependencies developed from pec®ibmaaed
budgeting’s effects as a change agent (Thompson 1967).

Performance based budgeting allows for the development of greater croxs toedti
within various organizations. Granovetter (2002) describes these interdependecowsied
relationships. He proposes three different types of coupled structures. This spmeprthat

traditional line item budgeting approximates a highly decoupled structure whexatbdew
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cross cutting ties, and where conflicting interests (as a result of tborp#r resources and
centralized budget processes) prevent cooperative endeavors even in thexéaessdry social
or fiscal change. Performance based budgeting approximates a weakly elé abuature,
where cooperation is more likely, but requires entrepreneurs or advocates td poavpeting
stakeholders from disrupting the development and retention of interdependencies.

Weick (2001) offers support for performance based budgeting as a weakly coupled
relationship. Loosely coupled systems are more adaptive in localized ensmsnicapable of
creating nuanced or small change within organizations without disruption, egiogura
autonomy, innovation, and decentralization. Furthermore loosely coupled organizatiash flour
in diverse, segmented environments, a description easily matching thétylvilscal
governments and their segmentation between the different responsibilitieagvacal
government departments.

Review of Empirical Findings

The synthesis of performance based budgeting and economic sociology provides the
basis for the research question and hypotheses applied to this study. The esgialr
guestion askedhat are performance budgeting’s indirect effect®ayanizations, and do those
indirect effects change organizational performandédf hypotheses used to test this question fell
into three categories of organizational charadiesisnformation sharing, trust, and budgeting
decentralization. Information Sharing was also épd by vertical and horizontal information
sharing. Trust was separated into three differatgtgories: trust based upon job role clarityyeal
congruence, and political support.

The hypotheses were tested using ordered logassigns, testing for mediation as the

primary model and moderation as the secondary mddtahe of the tested variables significantly
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mediated organizational performance, indicatingtéchcausal influence between performance
based budgeting and organizational performancesd&findings indicate modeling complex budget
processes requires careful selection of endogeamaliexogenous variables. However, five of the
seven models tested significant for moderatedoektips. Rather than being the causal influesce,
moderated variable changes the relationship bettheetependent and independent variable. The
major difference between mediated and moderatdah@s is the inability to clearly identify which

of the interacting variables is responsible foraghanged relationships.

Two phases were used to interpret the moderat@ablaresults. The first phase involved
an interpretation of the overall findings for edested variable. The findings indicated informatio
sharing and trust based upon job role clarity adividual value congruence support the hypotheses,
while trust based upon political support and budgeentralization did not provide sufficient model
fit. All five variables with moderating relationgls indicated a slightly negative change in the
relationship between performance budgeting anchargional performance. At first glance, such
findings would be disappointing. However the selcphase of testing for predicted probabilities of
change to performance budgeting and its effecesiopnance tell a different stofyEach of the
variables were tested at low, average and higdences of performance budgeting against the
incidence of low, average and high levels of orzional performance. Rather than finding distinct
different patterns between the information shaaind trust measures, they were fairly similar to
each other.

Interpreting these results requires an explan&biowhy the general model results and
specific results from the predicted probabilities @different. First, the negative influence of the
moderating variables might provide incidence ofidishing returns as a result of the self selected

perceptions of high performance by the survey redgras. If an administrator is working in a high
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performing organization, increased incidence of egagenous or endogenous variables may serve
to disrupt existing cooperative relationships. ejually possible explanation is the mathematical
formula used for predicting probabilities simplgka explanatory value, again due to the self
selected perceptions of high performance by theesumsspondents. Either way, the high mean for
organizational performance influences the geneaalatfindings by causing the measurement for
predicted probabilities to capture the preponderahobservations at a point near the mean. As a
result the probability of improving performancehiit the overall model decreases across the scale
of the performance budgeting measure.

The ability to measure predicted probabilities\ad for isolating varying levels of the
moderating variable and dependent variable. Bgrobgy low, average and high levels of
organizational performance, the results providdewe to augment the interpretation of the general
models. Additionally, the predicted probabilit@®vide indication of indirect organizational etfec
that positively influence organizational performams a result of performance budgeting. Low
performing organizations using performance budgetne likely to experience only small changes,
while average performing organizations and higliopetng organizations experience fairly high
changes although in decreasing scale for high peirig organizations.

These findings are not surprising. Low perfornonganizations are unlikely to benefit from
any indirect effects of performance budgeting bez#usre are other structural, organizational, or
leadership issues that take precedence and refi@néion. Average performing organizations are
more likely to benefit from increased informatidrasng and trusting relationships as a result of
implementing performance based budgeting proces$igh. performing organizations also benefit,
but from a decreasing scale possibly because treads operate at a high levels of information

sharing, trust or similar indirect organizationlahracteristics, regardless of the level of perforcea
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budgeting utilized within the organization.
Model Fitness

Mediating and moderating models present a nunfleratienges. First and foremost,
model fit is of greater importance than other regi@ models in order to better explain the nuances
of mediating and moderating effects (Baron and Kek#86; Long 1997; Shields and Shields 1998).
Mediated relationships have been used to obsenaiganental states affecting behavior and
performance. Mediated relationships provide gresatplanatory detail, but the results can be
temporal and subject to tenuous mental states (€krat al. 2003). Explaining the relationship
and effects of the moderating variable and indepeineariable in moderating relationships is even
more challenging. Ultimately, moderating relatimps provide indication, but lack the explanatory
value of mediating relationships. This is notdg the finding of moderated relationships is not
important, but simply less explanatory for publicigeting studies where there are innumerable
exogenous and endogenous factors are capablediiadfthe relationship between budgeting and
organizational performance (Shields and Shield8;1G8valeski et al. 2003).

This study confirmed the difficulties experiencediiy management accounting field where
the variability of the findings across differingidies challenges the consistency of the findings fo
making general theoretical observations. Prewstudies found inconsistent and varying results
where only low and high levels of participatory gating influenced specific levels of the
conditional variables tested. Like this study, thksp confirm the difficulty of model fit for
budgeting variables as a result of the conditibynali the budgeting variable with other budgeting
and non-budgeting variables (Brownell 1982b; Hi&33, Brownell and Hirst 1986, Covaleski
2003).

Other concerns for the models used here includabiigty of performance budgeting
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practices and implementation, and variability of size in the sample population. With thousands
of local government jurisdictions, there will almasvays be variance in the practice and definition
of performance based budgeting (Burkhead 1956eJt986; Hilton and Joyce 2003; Rivenbark
and Kelly 2006). Although this provides a challerfiggm a quantitative stand point, it is good news
for practitioners who share procedures and tecksithrough professional and regulatory agencies
such the International City / County Managers Asgam (ICMA), and General Accounting
Standards Board (GASB). While there is sufficiariance in city populations to make an
assessment of cities over 50,000 used in this stiselynajority of local government jurisdictions
have populations of less than 50,000. Perhapglg st the future can assess smaller local
jurisdictions. A concern however with smaller gdlictions is the lack of depth and capability to
implement performance based budgeting (Ekstrom;IR8@nbark and Kelly 2006). Conversely,
the evolving standardization of performance budgefiom professional and regulatory agencies
offers the promise for greater ease in transfeparfprmance budgeting practices to smaller
governments.
Contributions and Suggestions for Future Research

Recalling a discussion by Wildavsky (1989b, 29) en@higins of Performance Budgeting
chapter, budget theory is developed through “degpaand disconnected material” in order to mould,
shape and advance new theory. This study advantgs/dky's assessment of budgeting theory by
providing an alternative for observing public builygoutside of the traditional budget rationaditie
construct. The study uses economic sociology lasaadtical base to provide observations about
public budgeting as more than a technical goverhpregess, but a humanistic endeavor where
social structures within local government orgamiwes can directly influence the relationship

between performance based budgeting and orgamahperformance. This study makes several
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contributions to public budgeting theory. Firkg study recommends returning to the roots of public
budgeting where management and performance wertenptenets in the development of the line
item budget. This study proposes public budgesinayiered with a budget rationalities perspective
focused on the politics and competition for resesyand a management perspective as a second
layer of budgeting focused on performance and deatty of efficient and effective public services.
Thus, we should acknowledge the importance of typtbs of budgeting perspectives (Schick 1966,
1971).

Schick (1971, 196) suggests budget innovatorsdfaitidress how budget changes affect
values and interests, concentrating instead onlumlget changes affect rationalities. Economic
sociology offers a new approach for observing putnlidgeting while supporting traditional public
administration norms oriented on societal andegitizalues. Economic sociology also allows for the
inclusion of both individual and organizational eggches to the study of public budgeting. This
study proposed performance budgeting in local gonent creates weak or loosely coupled
organizations where indirect effects resulting fremaial structural changes in the organization
positively influence organizational performancehweitt significantly altering existing organizational
structures and stakeholder interests.

An alternative model represented the traditionedgligm in public budgeting and proposed
organizations utilizing traditional line item budigg resembled highly decoupled organizations that
are stove-piped and less capable of cooperatii@acthese proposals are not far-fetched.
Incremental budgeting theory advocates a fragmeunteordinated budget process allowing for a
partisan political process to ensure fair sharéisarcompetition for resources (Schick 1971, 197).
Schick’s discussion closely resembles the moddlifgirly decoupled organizations. Performance

based budgeting also offers a means for chandiematl organizational learning processes through
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changing how information is shared. Essentiallyfggmance based budgeting can assist
organizations to shift from single loop learningamizations to double loop learning organizations,
influencing organizational performance (Argyris 29Borrester and Adams 1997, Moynihan
2006b).

Finally, public budgeting should borrow from thamagement accounting field to explore
the psychological and sociological aspects of perdmce based budgeting and its effects on
organizational performance. The management adoguirld has used the concept of participatory
budgeting in private organizations for decades$udysthe effects of manager participation in the
budget process and both individual and organizattiperformance (Argyris 1952, 1953; Stedry
1960; Hofstede 1967; Hopwood 1976; Otley 1978; Searfoss and Monczka 1973; Kenis 1979,
Brownell 1982c; Chow, et al. 1988; Shields and Shields 1998; Chong and Chong 2002;
Covaleski 2003). These studies and many others have looked at a number of individual and
organizational characteristics influencing budgeting and performance incladingation,
stress, goal commitment, task uncertainty, task interdependence, restaguacy, information
sharing, and even budgetary slack.

This study indicates the potential for expanding public budgeting studiesimizer of
different directions. The use of economic sociology theory facilitatedisiceission of layered
budgeting and helps to bring into focus the management perspective of public budgetiag tha
long been neglected in favor of the budget rationalities perspective. Theddyelgeting
approach is appealing because it allows for the co-existence of budgwlitgtand
management perspectives. While this study looked at local governmentsphtla@yoncepts
used in this paper regarding a layered management approach to public budgeting may also be

applicable for observing state and federal government budgetingyaaswiell. The variables
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used for testing performance budgeting’s indirect effects on organizgberiatmance are only
a few of the endogenous and exogenous variables available for testing. Ecauohgyg and
management accounting fields highlight the human dimension of public budgeting, ahich h
yet to fully explore individual and agency perspectives that might influéecgocial structures
of public organizations.

Performance based budgeting may again fall out of popularity withrceses, but this
study proposes it will continue to exist and evolve. In fact it is more likeyow as
standardization of performance reporting increases. The value of this stoeapptication of
alternative theory to aid the advancement of existing public budgeting thEghtedari (1960)
quite possibly said it best when he remarked that performance budgeting hasnhialgotdo
much more than assist in resource decision making, but can also bring into sharper focus
government agency missions and responsibilities, which according to this studgcet

positive outcomes including organizational performance.

187



Notes

! Some might apply the concept of public service motivation to the description of
entrepreneurialism or innovation.

2 As a reminder, all three information sharing variables tested sigrtificertical information at
.10, information sharing and horizontal information at .05. With one exception the findings f
all three measures revealed similar patterns. The rate of chmatigepredicted probability for
change in the horizontal information sharing variable was somewhat lesbehathér two
variables when moving from one unit of change to another. Since the findings for the three
variables were generally similar, the discussion centered on the infomnsairing measure that
included both vertical and horizontal measurements.
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Figures

Figure 4.1 Adaptation of Parsons and Smelser’'s AGIL Framework and Suhsysdt8ociety
for Government Performance Based Budgeting

Parsons and Smelser’s Functional Imperatives of a System of Actialh xamework)
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Goal Gratification / Attainment: Set and
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Public Budgeting and Performance Based Budgeting Adaptation
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Figure 4.2. Economic Sociology and Performance Based Budgeting Isomorphism.

New Economic Sociology — Government Sociology —
- Economic action is a form of social action - Garnment action is a form of social action
- Economic is socially situated - Government activis socially situated

- Government institutions are social institutions

Budget Sociology — Performance Budgeting

- Budgeting action is a form of social action - Cénge agent

- Budget action is socially situated - Can affedocial structures

- Budgeting institutions are social institutions -As a result, create organizational changes

- Indirectly affects organizational effectiveness

Figure 5.1. Mediating Variable Relationship Exaenpl
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Figure 5.2. Moderating Variable Relationship Exae
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Figure 5.4. Performance Budgeting Mediator Retatips
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Figure 5.5. Performance Budgeting Moderator relationships
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Table 5.1 Sample Characteristics

Tables

Gender
Female
Male

Education
Some College
Bachelors

Masters in Public Affairs (MPA, MPP)

Other Graduate Degree

Race

Hispanic Origin

Black or African American
White/Caucasian

Asian

Salary

Less than $50,000
$50,000 to $75,000
$75,000 to $100,000
$100,000 to $150,000
$150,000 or more

Functional Specialization

City Manager / CAO

Deputy or Assistant City Manager
Finance / Budgeting

Public Works

Personnel / HR

Economic Development

Parks and Recreation

Planning

Community Development

Percent

29.8
70.2

3.0
33.0
37.0
27.0

3.8
5.5
87.7

2.0

1.3
7.0
22.7
51.5

17.5

14.0
14.2
12.4

12.5

10.0
7.8
13.6

10.9

4.6
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Table 5.2. Descriptive Statistics and Pearson Correlation Coefficieniisdgsdey control
variables: Entrepreneurialism, Professionalism, and StrategisiDed/laking)

Mean S.Range 1 2 3 4 5 6 7 8 9 1011 12

1. Org Perf 7.58 1.56 -@0 1.00

2. Perf Budg 1242 371 38 0.35 1.00

3. *Info Share 2182 414 9-30.48 0.31 1.00

4. *Vert Info 10.70 246 3-15 4 0.29 0.85 1.00

5. *Horiz Info 1111 240 3-15 .3 0.23 084 0.45 1.00

6. *Trust(Role) 1240 250 3-19%0.39 0.32 046 048 030 1.00

7. *Trust(Value) 1395 150 3-1®45 024 035 0.34 026 0.5D01.
8. *Trust(Polsup)  10.24 3.07 3-19.38 0.19 0.29 0.28 0.22 0.3B20.1.00

9. *Buddecent 9.34 202 2-1229 0.26 0.24 0.22 0.18 0.29 0.Z24 1.00

10. Entrepren 1155 240 3-1538. 0.31 034 0.29 0.28 0.35 0.3D20 0.24 1.00

11. Profess 19.14 229 3-21 01¥22 0.15 0.11 0.16 0.18 0.2518 0.15 0.22 1.00

12. Strat Dec 6.70 220 0-16G®. 0.34 045 044 033 044 08142 027 031 0.18 1.00
N=1172

* The starred variables were regressed individually, with the control varigbleable 5.2. For
brevity, they are included in one table. The three information sharing variabstsariables,
and budget decentralization variables were regressed separately.

Table 5.3. Pearson Correlation Coefficients for Control Variables

Mean S.D. Range 1 2 3 4 5 6 7 8
1. Sex 0.297 0.457 0-1 -0.05 -0.03 1.00
2. Race 0.877 0.328 0-1-0.008 -0.06 -0.05 1.00
3. Educ 2.88 0.840 1-4 -0.02 -0.07 -0.04 -0.004 1.00
4. Salary 3.76 0.862 1-5 020 011 -0.112 0.06 0.11.00

5. (L) Employ 6.93 0.946 3.26.5 0.04 0.08 0.08 -0.15 0.08.06 1.00

6. (L) Expend 11.99 0.970 9.55.8 0.05 0.06 0.07 -0.15 0.08.13 0.86 1.00
7. Tot Tenure 13.00 9.34 a2 0.15 0.02 -0.04 0.0609. 0.06 0.01 0.05
8. Pos Tenure  7.47 6.70 -36 0.17 0.09 -0.06 0.07080 0.08 -0.06 -0.07

N=1172
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Table 5.4. First Step Mediating Regressions (Relationship of Dependent Varghlazational
Effectiveness with Independent Variable Performance Budgeting)

Dependent Variable: Organizational Effectiveness

Independent Odds Ratio z-Score P> |z| Wald Chi McKelvey &
Variable Squared (12) Zavoina's R?
Performance 1.096 5.19 p =0.00 428.65 0.449
Budgeting

Table 5.5. Second Step Mediating Regressions (Relationship of Performance iRpdggeéti
Each Specific Mediating Variable)

Information Vertical Horizontal Trust Trust Trust Budget

sharing Information Information (Role) (Values) (Pol Decentralization
Sharing Sharing Sup)

Odds Ratio = | Odds Ratio = | Odds Ratio = | Odds Ratio = | Odds Ratio = | z=0.93 Odds Ratio =

1.065 1.119 1.063 1.131 1.095 p=0.335 | 1.148

z=4.09 z=4.08 z=2.49 Zz=4.66 z=2.02 2=4.82

p =0.00 p =0.00 p =0.00 p =0.00 p =0.00 p=0.00

Wald Chi Wald Chi Wald Chi Wald Chi Wald Chi Wald Chi

Squared (12) | Squared (12) | Squared (12) | Squared(12) | Squared (12) Squared (12) =

=249.69 =255.92 =232.38 = 258.98 =232.49 238.63

McKelvey & | McKelvey & | McKelvey & | McKelvey & | McKelvey & McKelvey &

Zavoina's R? | Zavoina's R®* | Zavoina's R® | Zavoina's R? | Zavoina's R? Zavoina's R?

=.209 =.211 =.200 =.214 =.199 =.215

AR?=-0.240 | AR?=-0.238 | AR?*=-0.249 | A R?=-0.235 | A R*=-0.250 AR?=-0.234
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Table 5.6. Third Step Mediating Variable Regressions (Relationship of Dependaiti&/a
Organizational Effectiveness with Independent Variable PerformBundgeting and Specific
Mediating Variables)

Performance | Information Vertical Horizontal Trust Trust Budget
Budgeting sharing Information Information (Role) (Values) Decentral-
Sharing sharing ization
Mediation: No No No No No No
Odds Ratio 1.081 1.083 1.089 1.089 1.089 1.088
z-score / pr Zz b z b A b Zz b Zz bl z Ny
Perf 4.39 0.0Q 4.49 0.00| 4.79 0.00 | 4.98 0.00 4.93 0.00, 4.90 0.00
Budgeting 6.56 0.0Q 5.46 0.00| 5.30 0.00| 2.83 0.005 6.28 0.00| 3.46 0.001
Mediator
Entrepreneur | 453 0.00| 5.01 0.00{ 476 0.00| 4.77 0.00 4.72 0.000 5.25 0.00
Professional 1.80 0.07 2.07 0.04/ 1.70 0.09| 195 0.05 0.83 0.41 1.88 0.06
Strat Decision | 11.67 0.00 11.86 0.00| 12.47 0.00| 12.46 0.00 11.96 0.00| 13.05 0.00
Sex -0.89 0.38| -0.79 0.42| -0.94 0.35| -0.95 0.34| -1.09 0.27 -0.82 0.41
Race 0.82 0.41 071 048/ 076 045| 055 0.58 0.39 0.70, 0.57 0.57
Education 0.32 0.75| 0.17 0.86/ 026 0.80| 0.07 0.95 -0.05 0.96 0.28 0.78
Salary 479 0.00| 472 0.00f 477 0.00| 446 0.00 4.02 0.000 4.28 0.00
(L) # Employ | -0.25 0.80| -0.60 0.55| -0.04 0.97| -0.37 0.71]| -0.38 0.70 -0.41 0.68
(L) Expends. 0.61 0.54| 0.83 041 036 0.72| 064 052 0.58 0.56/ 0.66 0.51
Total Tenure | 1.80 0.07 181 0.07| 196 0.05| 1.99 0.0 167 0.10, 2.18 0.03
Posn. Tenure| 2.58 0.01 2.76 0.006| 2.35 0.02| 254 0.0] 3.12 0.002] 2.41 0.02
Wald Chi 493.02 458.69 495.03 426.30 473.66 442.25
Square (13)
McKelvey &
Zavoina's R% | 0.474 0.466 0.465 0.455 0.476 0.458
A R?From 0.025 0.017 0.016 0.006 0.027 -0.009
Step 1
Table 5.7. Partial Mediation Estimates
Information Vertical Horizontal Trust Trust Budget
Sharing Information Information (Role) (Values) Decentral-
Sharing Sharing ization
Percent of
total effect 31.93 % 28.03 % 18.07 % 28.51 % 28.01 % 15.79 %
that is
mediated
Ratio of
indirect to 0.4691 0.3894 0.2205 0.3987 0.3891 0.1876
direct effect
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Table 5.8. Second Step Moderating Variable RegreséiRelationship of Dependent Variable
Organizational Effectiveness with Independent Variable PerformBundgeting, Specific
Moderating Variable, and Interaction Term)*

Performance Information | Vertical Horizontal | Trust Trust Budget

Budgeting sharing Information Informatio (Role) (Values) Decentral-
Sharing n sharing ization

Moderation Yes Yes Yes .Yes Yes No

Odds Ratio 0.910 0.972 0.931 0.898 0.809

z-score / pr

Perf -1.04  0.30| -0.42 0.68/ -0.91 0.36| -1.44 0.15| -1.51 0.13/ 0.27 0.79

Budgeting 0.12 0.91] 0.16 0.87| -0.40 0.69| -1.37 0.17| 0.62 0.53{0.30 0.76

Info sharing 1.96 0.05| 1.69 0.09] 2.07 0.04| 2.71 0.007| 2.13 0.03| 0.96 0.34

Moderator

Entrepreneur 452 0.00, 5.02 0.00f 472 0.00| 4.74 0.00/ 4.71 0.00

Professional 1.78 0.08/ 1.99 0.05 1.74 0.08/ 1.90 0.06| 0.89 0.37

Strat Decision | 11.59 0.00| 11.64 0.00| 12.50 0.00| 12.53 0.00| 11.88 0.00

Sex -0.93 0.35 -0.78 0.43 -1.03 0.30| -0.78 0.43| -1.04 0.30

Race 0.84 0.40| 0.72 0.47| 0.76 0.44| 0.64 0.52| 0.46 0.65

Education 0.28 0.78/ 0.15 0.88 0.21 0.83] 0.02 0.98| -0.06 0.95

Salary 468 0.000 4.61 0.00f 4.72 0.00| 4.36 0.00/ 4.02 0.00

(L) # Employ -0.32 0.75 -0.64 052 -0.10 0.92| -0.54 0.59| -0.52 0.60

(L) Expends. 0.66 0.51] 0.85 0.40/ 0.43 0.67| 0.75 0.45| 0.66 0.51

Total Tenure 1.75 0.08 1.75 0.08/ 1.95 0.05| 2.09 0.04| 1.71 0.09

Posn. Tenure 2.63 0.009] 2.79 0.005 2.40 0.02| 2.56 0.01| 3.05 0.002

Wald Chi

Square (14) | 513.15 472.75 518.44 493.82 487.49

McKelvey &

Zavoina's R% | 0.475 0.466 0.467 0.457 0.479

A R?From 0.260 0.017 0.018 0.008 0.030

Step 1

* Moderating variable regressions use the same first step used in the mgedigtessions (see
Table 5.4)
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Table 5.9. Predicted Probabilities for Organizational Performance Uraatging Conditions

Infoshare
Low Infoshare
Average
Infoshare

High Infoshare

Trust (Role Clarity
Low Trust
Average Trust
High Trust

Trust (Values)
Low Trust
Average Trust
High Trust

Low Perf Budget

Low
Perf

1.49%

1.45%
1.40%

0.95%
1.27%
1.70%

0.95%
0.96%
0.90%

Avg
Perf

22.31%

21.93%
21.47%

15.60%
19.34%
23.43%

15.60%
17.01%
16.18%

High
Perf

18.19%

18.55%
19.02%

26.11%
21.50%
17.31%

26.11%
24.14%
25.19%

Average Perf Budget

Low
Perf

1.95%

1.90%
1.84%

1.30%
1.74%
2.31%

1.30%
1.77%
1.66%

Avg
Perf

26.32%

25.94%
25.46%

19.62%
23.73%
27.94%

19.62%
25.73%
24.75%

High
Perf

14.62%

14.94%
15.34%

21.18%
17.04%
13.46%

21.18%
15.33%
16.15%

High Perf Budget

Low
Perf

2.54%

2.48%
2.40%

1.77%
2.35%
3.11%

1.77%
3.22%
3.03%

Avg
Perf

30.28%

29.91%
29.45%

24.03%
28.24%
32.17%

24.03%
34.38%
33.57%

High
Perf

11.60%

11.86%
12.20%

16.76%
13.23%
10.29%

16.76%
9.04%
9.58%

199



Works Cited

Aguiness, H. (2004Regression Analysis for Categorical Moderatdtew York, NY: Guilford
Press.

Aiken, M. & Hage, J. (1968). Organizational intggdedence and intra-organizational structure.
American Sociological Revie®3(6), 912-930.

Aldrich, J. H. & Forrest, F. D. (1984)inear probability, logit and probit modeldlewbury Park,
CA: Sage Corporation, Inc.

Alwin, D. F. & Hauser, R. M. (1975). The decomposition effects in path anadysistican
Sociological Revieyd0, 37-47.

Ammons, D. N. (1985). Common barriers to productivity improvement in local government.
Public Productivity Revieyd(4), 293-310.

Ammons, D. N. (2002). Performance measurement and managerial thinkbiig.
Performance and Management Revi2®(2), 344-347.

Ammons, D. N. (2008). Performance budgeting success in local governmeneuslitmus test
needed? Paper presented at the 2008 ASPA Annual Conference, Dallas TX, March 10,
2008.

Ammons, D.N., Coe, C., & Lombardo, M. (2001). Performance-comparison projectalin loc
government: Participants' perspectiigblic Administration Review61(1), 100-110.

Andrews, R. (2007). Organizational capital and public service performance. Pagent@deat
the 9" Public Management Research Conference. Tucson, Arizona, October 25-27, 2007.

Andrews, R., Boyne, G. A., & Walker, R. M. (2006). Subjective and objective measures of
organizational performance: an empirical exploration. In G. A. Boyne, K. &rMei
O'Toole, and R. M. Walker (EdsRublic service performance: perspectives on
measurement and managem@#-34). Cambridge, England: Cambridge University
Press.

Andrews, R., Boyne, G. A., & Walker, R. M. (2009). Centralization, organizationalgstrated
public service performancéournal of Public Administration Research and Theory
19(1), 57-80.

Andrews, M. & Hill, H. (2003). The impact of traditional budgeting systems on thetigfaess
of performance-based budgeting: A different viewpoint on recent findimgsnational
Journal of Public Administratiqr26(2), 135-155.

Anthony, R. (1971). Closing the loop between planning and perform@abé¢ Administration
Review 31(3), 388-398.

200



Appleby, P. H. (1947). Toward better public administratlublic Administration Review' (2),
93-99.

Arganoff, R. & McGuire, M. (1999). Managing in network settingsview of Policy Research
16(1), 18-41.

Arganoff, R. & McGuire, M. (2001). Big questions in public network management cbsear
Journal of Public Administration Research and Theddy(3), 295-326.

Arganoff, R. & McGuire, M. (2003)Collaborative Public Management: New Strategies for
Local GovernmentsVashington, DC: Georgetown Univ. Press.

Arellano, M. (1987). Computing robust standard mrfor within-groups estimator®xford Bulletin
of Economics and Statistjet9(4), 431-434.

Argyris, C. (1952)The Impact of Budgets on Peopghew York, NY: The Controllership
Foundation.

Argyris, C. (1953). Human problems with budgétarvard Business Revigw1(1), 97-110.
Argyris, C. (1982)Reasoning, Learning, and ActioBan Francisco, CA: Jossey-Bass.

Argyris, C. (1990)Overcoming Organizational Defenses: Facilitating Organizational
Learning Boston, MA: Allyn and Bacon.

Argyris C. & Schon, D. A. (1978)rganizational learning: A theory of action perspective
Reading MA: Addison-Wesley.

Aspers, P. (1999). The economic sociology of Alfred Marshall: An oveniieer, American
Journal of Economics and Sociolo®B(4), 651-667.

Aspers, P. (2001). Crossing the boundaries of economics and sociology: The\¢ifsedaf
ParetoThe American Journal of Economics and Sociol&g§y2), 519-545.

Axelrod, D. (1973). Post-Burkhead: The state of the art or science of budgetbiig.
Administration Revien83(6), 576-584.

Axelrod, D.(1984).The Evolution of CooperatiolNew York, NY: Basic Books.

Backhaus, J. (2002). Fiscal sociology: What #&n?erican Journal of Economics and Sociology
61(1), 55-77.

Bailey, J. J. & O'Connor, R. J. (1975). Operationalizing incrementalism:uvieggshe muddles.
Public Administration Reviev5(1), 60-66.

201



Baiman, S. (1990). Agency research in managerial accounting: A seconédookinting,
Organizations, and Sociefyp, 341-371.

Baiman, S. & Evans lll, J. H.. (1983). Pre-decision information and parfiepaanagement
control systemslournal of Accounting Research1(2), 371-395.

Baker, W. (1984). The social structure of a national securities marketican Journal of
Sociology 89 (4), 775-811.

Barber, B. (1995). All economies are embedded: The career of a concepyand. Becial
Research62(2), 387-413.

Barnard, C. I. (1938)'he Functions of thExecutive. Cambridge, MA: Harvard
University Press.

Baron, R. M. & Kenny, D. A. (1986). The mediator-moderator variable distinctisadial
psychological research: Conceptual, strategic, and statisticaiderationslournal of
Personality and Social Psycholgdl (6), 1173-1182.

Barrett, K. & Greene, R. (1999). Government performance project, grading ttse Atate
management report cal@dpverning 12(5), 17-97.

Barrett, K. & Greene, R. (2000). Grading the cit@®sverning 13(5), 22-91.

Barrett, K. & Greene, R. (2005grading the states 2005: A look insid&ashington, D.C.:
Government Performance Project.

Barrett, K. & Greene, R.(2008). A management report card, grading the $tagemandate to
measure, 200&o0verning 21(6), 24-95.

Bartik, T. J. (2005). Solving the problems of economic development ince@reegh and
Change36(2), 139-166.

Barzelay, M. (2001)The New Public Management: Improving Research and Policy Dialogue
Berkley, CA: University of California Press.

Baum, J. A. C. & Oliver, C. (1992). Institutional embeddedness and the dynamics of
organizational populationdmerican Sociological Review7(4), 540-559.

Becker, G. S. (1957The Economics of Discriminatiofhicago, IL: University of Chicago
Press.

Becker, G. S. (1976 he Economic Approach to Human Behavi{@hicago, Il: University of
Chicago Press.

202



Becker, G. S. & Green, D. (1962). Budgeting and Employee Behdwiwmal of Business
35(4), 392-402.

Beckert, J. (1999). Economic action and embeddedness: The problem of the structime.of a
Free University of Berlin, John F. Kennedy Institute, Based on various presesyati
http://irle.berkeley.edu/culture/papers/Beckert.pdf, accessed April 13, 2008.

Beckert, J. (2002Beyond the MarkePrinceton, NJ: Princeton University Press.

Beckert, J. (2007). The great transformation of embeddedness: Karl Polanyi and the ne
economic sociology. MPIfG Discussion Paper 07/1,
http://74.125.93.104/search?q=cache:mpl_OT3CZzfsJ:.www.mpifg.de/pu/mpifg_dp/dp07-
1.pdf+Is+karl+polanyi+the+originator+of+embeddedness%3F&cd=4&hl=trduk &g
|=us, accessed December 10, 2008.

Beckert, J. & Zafirovski, M. (2006)nternational Encyclopedia of Economic Sociology
Florence, KY: Routledge, Taylor and Francis Group.

Behn, R. D. (2003). Why measure performance? Different purposes requirendifife@sures.
Public Administration Reviev63(5), 586—606.

Bendor, J. & Moe, T. M. (1985). An adaptive model of bureaucratic Pollties American
Political Science Review9(3), 755-774.

Bens, C. K. (1986). Strategies for Implementingd?arance Managemerilanagement
Information Service Repeii8(11), Washington, D.C.: International City Mgament
Association.

Berezin, M. (2005). Emotions and the economy. In Smelser, N. J. & Swedberg, R.T&els.),
handbook of economic sociolo@)® ed. Princeton, NJ: Princeton University Press.

Berger, P. L. & Luckmann, T. (1966)he social construction of reality; a treatise in the
sociology of knowledgé&arden City, NY: Doubleday.

Berman, E. & Wang, X. H. (2000). Performance measurement in U.S. couniesitgfor
reform.Public Administration Revievws0 (5), 409-420.

Berry, W. D. (1990). The confusing case of budgetary incrementalism: Too manygsetmia
single conceptlournal of Politics 52(1), 167-196.

Berry, F. S., Brower, R. S., Choi, S. O., Gao, W. X., Jang, H., Kwon, M. & Word, J. (2004).

Three traditions of network research: What the public management resgamda aan
learn from other research communitisblic Administration Revievg4(5), 539-552.

203



Berry, F. S., Brower, R. & Flowers, G. (2000). Implementing performanaatability in
Florida: What changed, what mattered, and what resuRedlfc Productivity &
Management Revie®3(3), 338-358.

Bledstein, B. (1976)The culture of professionalism: The middle class and the development of
higher education in Americ&lew York, NY: Norton.

Bobbio, N. ([1964] 1999). Introduction to Pareto’s socioldggnca Nazionale del Lavoro
Quarterly Reviewl17(69): 183-206, In Cunningham, J. W. & McClure, M. (Eds). (1999).
Vilfredo Pareto: Critical assessment of leading economists, voBurbendon:

Routledge.

Bohte, J. & Meier, K. J. (2000). Goal displacement: Assessing the motivatiorgforizational
cheatingPublic Administration Reviews0(2), 173-182.

Boles, J. S. & Babin, B. J. (1994). Role stress revisited: One or two constlogteal of
Marketing - Theory an@ractice, 2(3), 57-69.

Borman, W. C. & Motowidlo, S. J. (1993). Expanding the criterion domain to include elements
of contextual performance. In Schmitt, N., & Borman, W.C. (E&)sonnel selection
in organizationg71-98). San Francisco, CA: Jossey-Bass.

Bouckaert, G. & Peters, B. G. (2002). Performance measurement and managé&eechilles
heel in administrative modernizatidPublic Performance and Management Reyiew
25(4), 359-362.

Bowman, R. S. (1989). Jevon’s economic theory in relation to social change and public policy,”
Journal of Economic Issug83(4), 1123-1147.

Boyne, G. A. (1996). Competition and local government: A public choice perspedrtian
Studies33 (4-5), 703-721.

Boyne, G. A. (2002). Concepts of local authority performance: An evaluation dathtosy
frameworks in England and Waléxublic Money & Managemen22(2), 17-24.

Boyne, G. A. (2003). Sources of public service improvement: A critical review aedroh
agendaJournal of Public Administration Research and Thed(3), 367-94.

Boyne, G. A., Meier, K. J., O'Toole, L. J. & Walker, R.M. (2005). Where next? Résearc

performance in public organizatiod®urnal of Public Administration Research and
Theory 15(4), 633-639.

204



Boyne, G. A., Meier, K. J., O'Toole, L. J. & Walker, R.M. (2006). Public management and
organizational performance: An agenda for research. In Boyne, G.Ar, Kelk,
O'Toole, L. J., & Walker, R.M. (Eds.Rublic service performance: Perspectives on
measurement and managem@@5-311). Cambridge, England: Cambridge University
Press.

Boyne, G. A. and R. M. Walker. (2005). Introducing the “determinants of perfornapcdlic
organizations” symposiundournal of Public Administration Research Thed$(4),
483-488.

Bozeman, B. & Rainey, H. G. (1998). Organizational rules and the bureaucraticglitys
American Journal of Political Sciencé2(1), 163-189.

Brewer, G. A. (2005). In the eye of the storm: Frontline supervisors and federayage
performanceJournal of Public Administration Research and Thed#(4), 505-527.

Brewer, G. A. (2006). All measures of performance are subjective: Materea on U.S.
federal agencies. In Boyne, G.A., Meier, K.J., O'Toole, L.J. & Walker, R.M.Eds
Public service performance: Perspectives on measurement and mana@@srgh).
Cambridge, England: Cambridge University Press.

Brewer, G. & Selden, S.C.. (2000). Why elephants gallop: Assessingeidting
organizational performance in federal agenclesrnal of Public Administration
Research and Theqr§0(4), 685-712.

Broome, C. & McGuire, L.A.. (1995). Performance based government models: Bulthack
record.Public Budgeting and Finan¢cé&5(4), 3-17.

Brownell, P. (1980)Participation in the budgeting process: When it works and when it
doesn't Cambridge, MA, Alfred P. Sloan School of Management, Massachusetts
Institute of Technology.

Brownell, P. (1981). Participation in budgeting, locus of control and organizatioectieéhess.
The Accounting Reviews6(4), 844-860.

Brownell, P. (1982a). A field study examination of budgetary participation and locoswbl.
The Accounting Revieyb7(4), 766-777.

Brownell, P. (1982b) The role of accounting data in performance evaluatiorgtandg
participation and organizational effectivenedsurnal of Accounting Researc?0(1),
12-27.

Brownell, P. (1982c). Participation in the budgeting process: When it works and whesnit.doe
Journal of Accounting Literaturel, 124-150.

205



Brownell, P. (1983). The motivational impact of management-by-exceptiohudgetary
context. Journal of Accounting Researchl(2), 456-472.

Brownell, P. (1985). Budgetary systems and the control of functionally diffatedti
organizational activitieslournal of Accounting Researck3(2), 502-512.

Brownell, P. & Dunk, A.S. (1991). Task uncertainty and its interaction with budgetary
participation and budget emphasis: Some methodological issues and empirical
investigation Accounting, Organizations, and Societ$(8), 693-703.

Brownell. P. & Hirst, M. (1986). Reliance on accounting information, budgetaryipattan,
and task uncertainty: Tests of a three way interaclmrnal of Accounting Research
24(2), 241-249.

Brownell, P., & Mclnnes, J. M. (1986). Budgetary participation and managerial perf@manc
The Accounting Reviewg1(4), 587-600.

Bruere, H. (1908). The bureau of municipal resedPcbceedings of the American Political
Science Association, 111-121.

Bruns, W. J. & Waterhouse, J. H. (1975). Budgetary control and organization strdctural
of Accounting resear¢ti3(2), 177-203.

Burkhead, J. (1956§overnment budgetingNew York, NY: John Wiley.

Burt, R. S. (1982)Toward a structural theory of action: Network models of social structure
New York, NY: Academic Press.

Burt, R. S. (1983)Corporate profits and cooptation: Networks of market constraints and
directorate ties in the American econaorifew York, NY: Academic Press.

Burt, R. S. (1992)Structural holes: The social structure of competiti@ambridge, MA:
Harvard University Press.

Burt, R. S. (2000). The network structure of social capital. In Sutton, R. I. & Staw, B=dg.),
Research in Organizational Behavid@reenwich CT: JAI Press.

Burt, R. S. (2001). Bandwidth and echo: Trust, information, and gossip in social networks. In
Rauch, J. E. & Cassella, A. (EddNgtworks and marketdlew York, NY: Russell Sage.

Burt, R. S. (2002). The social capital of structural holes. In Guillen, M. F.nSoR.,
England, P., & Meyer, M. (EdsJhe new economic sociology: Developments in an
emerging field148-192). New York, NY: Russell Sage Foundation.

Burt, R. S. (2007). Structural holes. In Grusky, D. B. & Szelényi, S. (Hd®)inequality
reader Contemporary and foundational readings in race, class, and gdd@&5
01). Boulder, CO: Westview Press.

206



Cain, C., Choudhury, E. & Clingermayer, J. C. (2004). Turnover, trust, and transfers: An
examination of local government budget executioternational Journal of Public
Administration27(8-9), 557-576.

Cameron, K. S. & Whetten, D. A. (1988)rganizational effectiveness: A comparison of
multiple modelsNew York, NY: Academic Press.

Campbell, J. L. (1993). The state and fiscal socioldgyual Review of Sociolog¥9, 163-185.

Campbell, J. P. (1990). The role of theory in industrial and organizational psychiology.
Dunette, M.D., & Hough, L.M. (Eds.Handbook of organizational psycholo@)* ed.
Palo Alto, CA: Consulting Psychologists Press.

Campbell, J. P., McCloy, R. A., Oppler, S. H., & Sager, C. E. (1993). A theory ofpearice.
In Schmitt, N. & Borman, W. C. (EdsBersonnel selection in organizatio(@5-70).
San Francisco, CA: Jossey-Bass.

Camick, C. (1989). Structure after 50 years: The anatomy of a charterican Journal of
Sociology 95(1), 38-107.

Chackerian, R. & Mavima., P. (2001). Comprehensive administration reform iempiaton:
Moving beyond single issue implementation resealaticnal of Public Administration
Research and Theqry1(3, 353-77.

Chadwick, A. (2001). The electronic face of government in the internelrdigemation,
Communication & SocietyH(3), 435-457.

Chenhall, R. H. & Brownell, P. (1988). The effect of participative budgeting on jatesaitbn
and performance: Role ambiguity, as an intervening variAbunting, Organizations,
and Societyl3, 225-234.

Cherrington, D. J., & Cherrington, J. O. (1973). Appropriate reinforcement contiagemt¢he
budgeting processlournal of Accounting Researcti, 225-253.

Cherry, C. (1957)On human communicatiobew York, NY: Wiley.

Chong, V. K. & Chong K. M. (2002). Budget goal commitment and informational effects of
budget participation and performance: A structural equation modeling approa
Behavioral Research in Accountirty, 65-86.

Chow, C. W., Cooper, J. C., & Waller, W. S. (1988). Participative budgeting:®ffeattruth-
induced pay scheme and information asymmetry on slack and perforrhbace.
Accounting Reviews3(1), 111-122.

Chun, Y. H. and H. G. Rainey. (2005). Goal ambiguity in U.S. federal agedoiesal of
Public Administration Research and Theadt$(1), 1-30.

207



Clegg, S., Kornberger, M., & Pitsis, T. (2008)anaging and organizations: An introduction to
theory and practice?™ ed. London: England, Sage Publications Ltd.

Cleveland, F. A. (1904). Municipal accountolitical Science Quarterlyl9(3), 391-401.

Cleveland, F. A. (1915). Evolution of the budget idea in the United Statesals of the
American Academy of Political and Social Scientd. 62.

Cleveland, F. A. & Buck, A. E. (1920)he Budget and Responsible Governmeéhée
Macmillan Company.

Coase, R. H. (1937). The nature of the fiEmonomica4(16), 386-405.

Coggburn, J. D. and Schneider, S. K. (2003). The quality of management and government
performance: An empirical analysis of the American st&eblic Administration
Review 63(2), 206-213.

Coleman, J. S. (1960). The mathematical study of small groups. In Glenscoe, S. H. (Ed.),
Mathematical Thinking in the Measurement of Behawmw York, NY: Free Press.

Coleman, J. S. (1984). Introducing social structure into economic andlygsis\merican
Economic Review4(2), 84-88.

Coleman, J. S. (1988). Social capital in the creation of human cdpieaAmerican Journal of
Sociology 94S, 95-120.

Coleman, J. S. (1990yhe foundations of social theoi@ambridge, MA: Harvard
University Press.

Collins, H. (1974). “The TEA set: tacit knowledge and scientific netw@kence Studied,
165-186.

Comte, Aguste ([1844] 1983PDiscours sur I'Esprit PositifParis: Vrin.

Congressional Budget Office (CBO). (199@king performance measures in the federal budget
process45; Office of Program Policy Analysis and Government Accountability,
performance-based program budgeting in context: History and comparison report 96-
77A Tallahassee, FL.

Cope, G. H. (1987). Local government budgeting and productivity: Friends or Rudsi
Productivity Review41, 45-57.

Cote J. A. and Buckley, M. R. (1987). Estimating trait, method, and error variancealzemgr
across 70 construct validation studidsurnal of Marketing ResearcB4, 315-318.

208



Covaleski, M. A., Evans Ill, J. H., Luft, J. L., & Shields, M. D. (2003). Budgetisgarch:
Three theoretical perspectives and criteria for selectivgration.Journal of
Management Accounting Researth(1), 3-49.

Crampton, S. M. and J. A. Wagner. (1994). Percept-percept inflation in microorganizational
research: An investigation of prevalence and effkirnal of Applied Psychology
79(1), 67-76.

Dacin, T. M., Ventresca, M. J., & Beal, B. D. (1999). The embeddedness of atyzrsz
dialogue and direction3he Journal of Managemert5(3), 317-356.

Dahl, R. A. & Lindblom, C. E. (1953olitics, economics, and welfarelanning and politico-
economic systems resolved into basic social proceNs@s York, NY: Harper and Row
Publishers.

Dahlberg, J. S. (1966].he New York bureau of municipal research, pioneer in government
administration New York, NY: New York University Press.

Dalziel, P., & Higgins, J. (2006). Pareto, Parsons and the boundary between economics and
sociology.American Journal of Economics and Sociolo8fy(1), 109-126.

Davern, M. (1997). Social networks and economic sociology: A proposed research agenda for a
more complete social sciendée American Journal of Economics and Socialagy
287-302.

Davern, M. & Eitzen, D. S. (1995). Economic sociology: An examination of intediect
exchangeThe American Journal of Economics and Socialégy 79-88.

Day, D. V. (2001). Assessment of leadership outcomes. In Zaccaro, S. J. & Klimakki, R.
(Eds.),The nature of organizational leadership: Understanding performance
imperatives facing today’s leade384-412). San Francisco, CA: Jossey-Bass.

Delaney, J. T. and M. A. Huselid. (1996). The impact of human resource managemecggracti
on perceptions of organizational performameeademy of Management Journa9(4),
949-69.

Deming, W. E. (1982)Quality, productivity, and competitive positiddambridge, MA:
Massachusetts Institute of Technology, Center for Advanced Engigeerin

Deming, W. E. (1986)0ut of the crisisCambridge , MA: Massachusetts Institute of
Technology, Center for Advanced Engineering Study.

Denison, D. R. (1990 orporate culture and organizational effectivendgsw York, NY: John
Wiley.

209



Dess, G. G. and R. B. Robinson Jr. (1984). Measuring organizational performance irtioe abs
of objective measures: The case of the privately-held firm and conglkenbeisiness
unit. Strategic Management Journ& (3), 265-73.

Devlis, R.F. (1991)Scale development theory and applicatiNewburt Park, CA: Sage
Publications.

Diamond, J. (2003a). Performance budgeting: Managing the reform process.dMi§\Paper
WP/03/33.

Diamond, J. (2003b). From program budgeting to performance budgeting: The challenge f
emerging market economies. IMF Working Paper WP/03/169.

DiMaggio, P. J. (1990). Cultural aspects of economic organization and behavior. In Friedland, R
& Robertson, A. F. (Eds.Beyond the market place: Rethinking economy and society
New York, NY: Aldine.

DiMaggio, P. J. (1994). Culture and economy. In Smelser, N. J. & Swedberg, R. TEds.),
handbook of economic sociolo@7-57). Princeton, NJ: Princeton University Press.

DiMaggio, P. & Powell, W. (1983). The iron cage revisited: Institutional isomorparsin
collective rationality in organizational fielddmerican Sociological Review8(2), 149-
160.

Dobbin, F. (2004). Introduction: The sociology of the economy. In Dobbin, F. {Ha),
sociology of the economfi-25). New York, NY: Russell Sage Foundation.

Dobbin, F. (2005). Comparative and historical approaches to economic sociology. $eiSiel
J. & Swedberg, R. (EdsJhe handbook of economic sociolpgf ed. (26-48).
Princeton, NJ: Princeton University Press.

Dollinger, M. J., and P. A. Golden. (1992). Interorganizational and collective strategiesl!
firms: Environmental effects and performandeurnal of Managemeni8 (4), 695-715.

DonVito, P. & Hatry, H. P. (1970Measuring the effectiveness of local government services
Washington D.C.: Urban Institute.

Doty, D. H. and Glick, W. H. (1988). Method variance in I/O research: Major effesyibfical
beast? Paper presented at the Annual Meetings of the Society of Incumstrial
Organizational Psychology, Dallas TX.

Doty, D. H. and Glick, W. H. (1998). Common methods bias: Does common methods variance
really bias results@rganizational Research Methqdq4), 374-406.

210



Dougherty, M. J., Klase, K. A., & Song, S. G. (2003). Managerial necesxityhe art of
creating surpluses: The budget-execution process in West Virgieis itblic
Administration Revien63(4), 484-497.

Downs, Anthony (1967)nside bureaucracyBoston, MA: Little, Brown.

Drucker, Peter. (1945The Concept of the corporatioNew York, NY: The John Day
Company.

Drucker, Peter. (1954The practice of managemeiew York, NY: Harper and Row.

Drucker, Peter. (1973Management tasks, responsibilities, and practitésw York, NY:
Harper and Row.

Dubnick, M. (2005). Accountability and the promise of performance: In search of the
mechanismsPublic Performance & Management Revi@8(3), 376-417.

Durkheim, E. ([1894] 1964)he division of labor in societiNew York, NY: The Free
Press.

Durkheim, E. ([1909] 1978). Sociology and the social scienoedn Contributions to “L’Année
Sociologiqug71-90). New York, NY: Free Press.

Durkheim, E. ([1893] 1984 he division of labor in societyranslated by Halls, W.D. New
York, NY: Free Press.

Edelman, M. J. (1964T.he symbolic uses of politiddrbana, IL: The University of Illinois
Press.

Edelman, M. J. (1988 onstructing the political spectacl€hicago, IL: University of Chicago
Press.

Edmiston, K. D. & Turnbull, G. (2003). Local government competition for economic
development. Working Paper 03-07, August 2003, Urban and Regional Analysis Group.

Edwards, J. R. and Lambert, L. (2007). Methods for integrating moderation and amediati
general analytical framework using moderated path anaBsyshological Methods
12(1), 1-22.

Eghtedari, A. & Sherwood, F. (1960). Performance budgeting in Los Angellekc
Administration Reviey20(2), 63-69.

Elmore, R. F. (1997). The paradox of innovation in education: Cycles of reform and the
resilience of teaching, In Altshuler, A. A. & Behn R. D. (Edsipovation in American
government: challenges, opportunities, and dilemiéashington, D.C.: Brookings
Institution.

211



Ekstrom, C. (1989). Budgetary practices in smaller units of governieblic Budgeting and
Finance 9(2), 76-86.

Enthoven, A. C. and Smith, K.W. (2005)ow much is enough? Shaping the defense program,
1961-1969 Santa Monica, CA: Rand Corporation.

Fama, E. (1980). Agency problems and the theory of the Joornal of Political Economy
88(1), 288-307.

Farkas, G. & England, P. (198®&)dustries, firms, and jobs: Sociological and economic
approachesNew York, NY: Plenum Press.

Fenno, R. F. Jr. (1960yhe Power of the purse: Appropriations politics in Congrésston,
MA: Little Brown and Company.

Festinger, L., Schachter, S. & Black, K. (1948ycial pressures in informal groupSambridge,
MA: MIT Press.

Finer, H. (1941). Administrative responsibility in democratic governnitautilic Administration
Review 1, 335-50.

Fisher, G. W. (1969)laxes and politics, a study of Illinois Public Finantkebana IL:
University of Illinois Press.

Fleischman, R. K. & Marquette, P. R. (1986). The origins of public budgeting: Nahici
reformers during the progressive dPablic Budgeting and Finangé(1), 71-77.

Fligstein, N. (1996). Markets as politics: A political-cultural approach tkedanstitutions.
American Sociological Review1(4), 656-73.

Fligstein, N. (2002a). Agreements, disagreements, and opportunitieslltn@ui. F., Collins,
R., England, P., & Meyer, M. (EdsThe new economic sociology: Developments in an
emerging fieldNew York, NY: Russell Sage Foundation.

Fligstein, N.(2002b).The architecture of markets: An economic sociology of 21st century
capitalist societiesPrinceton, NJ: Princeton University Press.

Follett, M. P. (1940). The giving of orders. In Metcalf, H. C. & Urwick, L. (Ed3ynamic
administration: The collected papers of Mary Parker Fol{@-70). New York, NY:
Harper & Brothers Publishers.

Forbes, M., Hill, C. J., & Lynn Jr., L. E. (2006). Public management and government
performance: An international review. In Boyne, G. A., Meier, K. J., O'Toolek L
Walker, R. M. (Eds.)Public service performance: Perspectives on measurement and
managemen{254-274). Cambridge, England: Cambridge University Press.

212



Forbes, M. and Lynn Jr., L. E. (2005). How does public management affect government
performance? Findings from international reseaiohrnal of Public Administration
Research and Theqry5(4), 559-584.

Forrester, J. P. & Adams, G. B. (1997). Budgetary reform through organizatiamahbge

Toward an organizational theory of budgetidgiministration and Societ28(4), 466-
488.

Forrester, J. P. & Mullins, D. R. (1992). Rebudgeting and the serial naturerofithepal
budgetary procesBublic Administration Revievb2(5), 467-473.

Fox, W. F. & Murray, M. N. (2004). Do economic effects justify the use of fiseaéfits?
Southern Economic Journall(1), 78-92.

Fraizier, P. A., Barron, K. E., & Tix, A. P. (2004). Testing moderator and medi&totsein
counseling psychology researdournal of Counseling Psycholagyl(1), 115-134.

Franklin, A. & Edbon, C. (2005). Are we all touching the same camel? Explonmaglal of

participation in budgetingdmerican Review of Public Administrati®b(2), 168-
185.

Fredrickson, D. G. & Frederickson, H.G. (200@easuring the performance of the hollow state.
Washington, D.C.: Georgetown University Press

Frederickson, H. G. & Smith, K. B. (2003)he public administration theory primeBoulder,
CO: Westview Press.

Freese, J. & Long, J.S. (200Regression models for categorical dependent variables using
stata College Station, TX: Stata Press.

French, J. R. P., Jr., Israel, J., & As, D. (1960), An experiment on participatioroimadian
factory: Interpersonal dimensions of decision-makiigmnan Relations13(1), 3-19.

French, J. R. P., Jr., Kay, E. & Meyer, H. H. (1966). Participation and the appyaissmn.
Human Relations19(1), 3-20.

Friedkin, N. (1980). A test of Granovetter’s ‘strength of weak ties’ thé&twgial Networks2,
411-422.

Friedman, L. (1979). Performance budgeting in American cRieklic Productivity Review
3(4), 50-62.

Friedrich, C. J. (1941). Public policy and the nature of administrative responsiuiitic
Policy, 1, 3-24.

Frone, M.R. (1999). Work stress and alcoldtohol Research and Health3, 284-291.

213



Froot, K. A. (1989). Consistent covariance matrix estimation with cross-sda&pendence
and heteroskedasticity in financial dataurnal of Financial and Quantitative Analysis
24: 333-355.

Galbraith, J. K. (1973). Power and the useful econodimerican Economic Review3(1), 1-
12.

Garnett, J. L. (1992 ommunicating for results in government: A strategic approach for public
managersSan Francisco, CA: Jossey-Bass.

Garnett, J. L. (1997). Trends and gaps in the treatment of communication in organization and
management theory. In Garnett, J. L., & Kouzman, A. (Edandbook of
administrative communicatiof21-60). New York, NY: Marcel-Dekker, Inc.

Garnett, J. L., Marlowe, J. & Pandey, S.K. (2008). Penetrating the perforpradosament:
communication as a mediator or moderator of organizational culture's impact @mn publ
organizational performancBublic Administration Reviev68(2), 266-281.

Gentilcore, H. J. (1958). Unpublished memorandum to John J. Coorigan. December 19, 1958
(provided in Schick, 1971).

Gianakis, G. A. & Wang, X. H. (2000). Decentralization of the purchasing function in ipainic
government: A national survejournal of Public Budgeting, Accounting, and Financial
Managementl2(3), 421-440.

Gilmour, J. B. & Lewis, D. E. (2006a). Does performance budgetingZvAn examination of
the Office of Management and Budget's PART ScdPedlic Administration Review
66(5), 742-752.

Gilmour, J. B. & Lewis, D. E. (2006b). Assessing performance budgeting at OMB: The
influence of politics, performance, and program sipernal of Public Administration
Research and Theqr¥6(2), 169-186.

Gist, J. R. (1982). Stability and ‘competition’ in budgetary theArngerican Political Science
Review 76(4), 859-872.

Glaeser, E., Kolko, J., & Saiz, A. (2001). Consumer Qityirnal of Economic Geograph¥,
27-50.

Glassman, R. B. (1973). Persistence and loose coupling in living sy8tehasiioral Science
18(2), 83-98.

Gluckman, M. (1965)Politics, law, and ritual in tribal societyChicago, IL: Aldine.

214



Golembiewski, R. T. & Scott, P. (1997). A micropolitical perspective on rationakindg A
conjectural footnote on the dissemination of PPBS. In Golembiewski, R. T. & Rabin, J.
(Eds.),Public budgeting and finance (public administration and public palidgw
York, NY: Marcel Dekker, Inc.

Goerdel, H. T. (2006). Taking initiative: proactive management and organizgienfi@mance
In networked environmentdournal of Public Administration Research and Theory
16(3), 351-368.

Goodnow, F. J. (1912). The limit of budgetary Contirsbceedings of the American Political
Science AssociatiolNinth Annual Meeting.

Goodsell, C. T. (2003)The case for bureaucracy: A public administration polericed.
Washington, DC: CQ Press.

Gore, A. (1993)Creating a government that works better and costs less. Report of the national
performance reviewVashington, D.C.: U.S. Government Printing Office.

Government Accounting Standards Board, of the Financial Accounting Foundation (GASB)
(2001).Performance measurement at the state and local levels: A summary of survey
results Available from http: //www.seagov.org/surveyll.pdf, accessed Nove@ber
2008.

Government Printing Office (GPO). (1931).S. president’'s committee on administrative
management, report with special stud&shington, D.C.

Govindarajin, V. (1986). Impact of participation in the budgetary process on mahageria
attitudes and performance: universalstic and contingency perspebigesion
Sciencesl?, 496-516.

Graber, D. (2002)The power of communication: Managing information in public
organizationsWashington, D.C.: CQ Press.

Granovetter, M. (1973). The strength of weak fidgs®e American Journal of Economic
Sociology,78(6), 1360-1380.

Granovetter, M. (1974)setting a job: A study of contacts and care€ambridge, MA:
Harvard University Press.

Granovetter, M. (1985a). Economic action and social structure, the problem afdadbess.
American Journal of Sociolog91(3), 481-510.

Granovetter, M. (1985b). Economic embeddedness. In Calhoun, C., Gerteis, J., Moody, J., Phaff,

S. & Verk, |. (Eds.)Contemporary sociological theqrg™ed. Malden, MA:
Blackwell Publishing LTD.

215



Granovetter, M. (1990). The old and new economic sociology: A history and an agenda. In
Freidland, R. & Robertson, A. F. (EdBgyond the marketplace: Rethinking economy
and societyNew York, NY: Aldine de Gruyter.

Granovetter, M. (1992). Economic institutions as social constructions: Avrarkéor analysis.
Acta Sociologica35(1), 3-11.

Granovetter, M. (2001). Coase revisited: Business groups in the modern ecamomy. |
Granovetter, M. & Swedberg, R. (Edghe sociology of economic ljifg" ed. (327-
356). Boulder, CO: Westview Press. Originally published in 1B@kystrial and
corporate change4(1): 93-130.

Granovetter, M. (2002). A theoretical agenda for economic sociology. IeGW. F., Collins,
R., England, P., & Meyer, M., (Eds.T,he new economic sociology: Developments in an
emerging field35-59). New York, NY: Russell Sage Foundation.

Granovetter, M. (2005a). The impact of social structure on economic outcbmee3ournal of
Economic Perspective$9(1), 33-50.

Granovetter, M. (2005b). Business groups and social organization. In Smelse%, N. J
Swedberg, R. (Eds.Jhehandbook of economic sociolgged. Princeton, NJ:
Princeton University Press; New York, NY: Russell Sage Foundation.

Granovetter, M. & McGuire, P. (1998). The making of an industry: Electricity ithid
States. In Callon, M. (Ed.The laws of the marketsondon: Blackwell.

Graves, M. (1932). State expenditure confPobceedings of the Annual Conference Under the
Auspices of the National Tax Associatiba8-149.

Grizzle, G. A. (1982). Measuring state and local government performanees kssresolve
before implementing a performance measurement syStene. and Local Government
Review 14, 132-136.

Grizzle, G. A. (1985). Performance measures for budget justificationidpéve a selection
strategyPublic Productivity Revien8(4), 328-343.

Grizzle, G. A. (1986). Does budget format really govern the actions of budget mBkbig?
Budgeting and Finan¢&(1), 60-70.

Grizzle, G. A. (1987). Linking performance to funding decisions: What is the budgele?s
Public Productivity Reviewd1, 33-44.

Grizzle, G. A.(2002). Performance measurement and dysfunction: The dark side of quantifying
work. Public Performance and Management Revi2®(4), 363-369.

216



Grizzle, G. A. & Pettijohn, C. D. (2002). Implementing performance-basedgmogudgeting:
A system-dynamics perspectiRublic Administration Revievws?2 (1), 51-62.

Guetzkow, H. (1965). Communications in organizations. In March, J. (Eahgbook of
organizationsChicago, IL: Rand McNally and Company.

Gui, B.& Sugden, R. (2005). Why interpersonal relations matter for economiGsti,| B.&
Sugden, R. (Eds.Economics and social interaction: Accounting for interpersonal
relations(1-22). Cambridge: Cambridge University Press.

Guillén, M. F., Collins, R., England, P., & Meyer, M. (2002). The revival of economic
sociology. In Guillén, M. F., Collins, R., England, P., & Meyer, M., (Edhg new

economic sociology: Developments in an emerging (iefs2). New York, NY: Russell
Sage Foundation.

Gulick, L. (1937). Notes on the theory of organization. In Gulick, L. & Urwick, L. (EBspers
on the science of administratiodew York, NY: Augustus M. Kelley Publishers.

Hanson, E. I. (1966). Budgetary Control Functidbhe Accounting Review1(2), 239-43.

Harlow, R. L. (1973). On the decline and fall of PPBS8blic Finance Reviemi(1), 855-105.

Harrell, F.E. Jr. (2006RRegression modeling strategies with applications to linear models,
logistic regression, and survival analy@d ed., New York, New York: Springer-Verlag

New York, Inc.

Hatry, H. P. (1978). The status of productivity measurement in the public Saabdic
Administration Revien88(1), 28-33.

Hatry, H. P. (1999)Performance measurement: Getting results with a chapter by Joseph S.
Wholey Washington, D.C.: The Urban Institute Press.

Hatry, H. P., Blair, L. H., Fisk, D. M., Greiner, J. M., Hall, J. R., & Schaenman, P. S. (1977).
Washington D.C.: The Urban Institute.

Hatry, H. P. & Cotton, J. F. (196 Brogram planning for state, county, citWashington, D.C.:
State and Local Finance Project of The George Washington University.

Hatry H. P. & Dunn, D. R. (1971Measuring the effectiveness of local government services:
RecreationWashington D.C.: Urban Institute.

Hatry, H. P. & Fisk, D. M. (1972)mproving productivity and productivity measurement in
local government3Nashington D.C.: U.S. Government Printing Office.

Heclo, H. (1977)A government of strangers, executive politics in Washin§t@shington,
D.C.: Brookings Institution, 1977.

217



Heclo, H. (1994). Naturalistic inquiry in Washington and Whiteliralblic Budgeting and
Finance 14(1), 58-65.

Heinrich, C. J. (2002). Outcomes-based performance management in the public sector
Implications for government accountabiliBublic Administration Reviev62(6), 712-
725.

Henemen, H. G. (1974). Comparisons of self and superior ratings of manageoahpade.
Journal of Applied Psycholog$9(5), 638-642.

Hicklin, A., O'Toole Jr., L. J., & Meier, K. J. (2008). Serpents in the sand: managerial
networking and nonlinear influences on organizational performdonaenal of Public
Administration Research and ThepihB(2), 253-273.

Hill, C. J. and Lynn Jr., L. E. (2005). Is hierarchical governance in declineertte from
empirical researcllournal of Public Administration Research and Thed#(2), 173-
195.

Hilton, R.M. & Joyce, P.G. (2003). Performance information and budgeting in histandal
comparative perspective. In Peters, B.G., & Pierre, J. (EtEngbook of public
administration (402-412). Thousand Oaks, CA: Sage Publications, Inc.

Hirsch, P., Michaels, S., & Friedman, R. (1987). ‘Dirty hands’ versus ‘clean sioigel
sociology in danger of being seduced by economit&dry and Societyl6 (3), 317-36.

Hirsch, P., Michaels, S., & Friedman, R. (1990). Clean models vs. dirty hands: Why @&nom
is different from sociology. In Zukin, S. & DiMaggio, P. (EdS)iuctures of capital:
The social organization of the econqr{89-56). New York: Cambridge University
Press.

Hirshleifer, J. (1985). The expanding domain of economingerican Economic Review5(6),
53-68.

Hirschman, A. (1977)The passions and the intere®®sinceton, NJ: Princeton University Press.

Hitch, C. J. & McKean, RThe economics of defense in the nuclear Aigevard University
Press: Cambridge, MA 1960.

Hitch, C. J. (1965)Decision-making for defensBerkeley and Los Angeles: University of
California Press.

Hilton, R. M. & Joyce, P. G. (2003). Performance information and budgeting amibadt

perspective. In Peters, B. G., & Pierre, J. (E#ajydbook of public administration
Thousand Oaks, CA: Sage Publications.

218



Ho, A. T. (2003). Perceptions of performance measurement and the practice of peréorma
reporting by small citiesState and Local Government Revi@k(2), 163-171.

Ho, A. T. (2006a). Accounting for the value of performance measurement from the
perspective of midwestern mayodsurnal of Public Administration Research and
Theory 16(2), 217-238.

Ho, A. T. (2006b). Citizen participation in performance measurement. In Box, Rd{,. (E
Democracy and public administratipArmonk, NE: M.E. Sharpe.

Ho, A. T. & Coates, C. (2002). Citizen participation: Legitimizing performaneasurement as
a decision toolGovernment Finance Reviet8(2), 8-10.

Ho, A. T. & Coates, C. (2004). Citizen-initiated performance assessieninitial lowa
experiencePublic Performance & Management Revj&w(3), 29-50.

Ho, A. T. & Ni, A.Y., (2005). Have cities shifted to outcome-oriented performesmating? A
content analysis of city budgeRublic Budgeting and Finangc@5(2), 61-83.

Hobbes, T. ([1651] 2005).eviathan. Parts 1 and. Martinich, A.P. (Ed.). Orchard Park, NY:
Broadview Press.

Hofstede, G. H. (1967).he game of budget control: How to live with budgetary standards and
yet be motivated by thetmondon: Assen, Van Gorcum & Comp.

Holzer, M. (1977). The demand for productivity in the municipal civil serRodlic
Administration Revien37(5), 505-508.

Holzer, M. & Yang, K. (2004). Performance measurement and improvement: Anmassee$
the state of the arinternational Review of Administrative Sciencé3(1), 2004, 15-31.

Hood, C. (2006). Gaming in target world: The targets approach to managing Britigh publ
servicesPublic Administration Reviev66(4), 515-521.

Hopwood, A. G. (1972). An empirical study of the role of accounting data in performance
evaluation: Selected studies 197@&urnal of Accounting Researoti972), 156-182.

Hopwood, A. G. (1976)Accounting and Human Behavidinglewood Cliffs, NJ: Prentice Hall.
Howard, S. K. (1973)Changing state budgetingexington, KY: Council of State Governments.
Huang, K. & Provan, K. G. (2007). Structural embeddedness and organizationabstmmates

in a centrally governed mental health services netwurklic Management Revie®(2),
169-189.

219



Huber, P. J. (1967). The behavior of maximum likelihood estimates under nonstandard
conditions. InProceedings of the fifth Berkeley symposium on mathematical statistics
and probability Berkeley, CA: University of California Press, vol. 1, 221-223.

Huber, G. & Daft, R. (1987). The information environment in organizations. In Jablin, F. M.,
Putnam, L. L., Roberts, K. & Porter, L. (Ed$dandbook of organizational
communication: An organizational perspect(¥80-164). Newbury Park, CA: Sage
Publications.

Hyde, A. C. (1992). Budgeting systems and management: An instrumentuddngec
administrative efficiency and economy. In Hyde, A.C. (Edgyernment budgeting:
theory, process, politig823-330). Belmont, CA: Moore Publishing Co.

Ingham, G. (1996). Some recent changes in the relationship between economicsoéoglysoc
Cambridge Journal of Economic®0(2), 243-275.

Ingraham, P. W., Joyce, P. G., & Donahue, A. K. (20@8)ernment performance: Why
management matterBaltimore, MD: John Hopkins University Press.

Inghraham, P. W. & Kneedler, A. E. (2000). Dissectioning the black box: Toavarodel and
measures of government management performance. In Brudney, J.a0Jé)T. J. &
Rainey, H. G. (Eds.), @vancing public manageme{#35-252). Washington, DC:
Georgetown University Press, 2000.

ICMA, International City/County Management Association. (2009). Who We Are.
http://www?2.icma.org/main/bc.asp?bcid=656&hsid=1&ssid1=17&ssid2=22, accesse
June 21, 2009.

James, L. R. & Britt, J. M. (1984). Mediators, moderators, and tests for madiatirnal of
Applied Psychology69(2), 307-321.

Jennings, E. T., & Ewalt, J. G. (1998). Interorganizational coordination, adminstrati
consolidation, and policy performané&tublic Administration Revievb8 (5), 417-28.

Jevons, W. S. ([1876] 1905)he principles of economiclsondon: MacMillan.

Jevons, W. S. ([1879], 1965)he theory of political econom§" ed. New York: Augustus M.
Kelley.

Johansen, C. K., Jones, L. R. & Thompson, F. (1997). Management and control of budget
execution. In Golembiewski, R. T., & Rabin, J. E&ablic budgeting and finance™
ed. New York, NY: Marcel Decker, Inc.

Jones, B. D., Greenburg, S., Kaufman, C. & Joseph, D. (1977). Bureaucratic respdimnto

—initiated contact: Environmental enforcement in Detfaiterican Political Science
Review 71(1), 146-175.

220



Jones, B. D., True, J. L., & Baumgartner, F. R. (1997). Does increman&iésn from political
consensus or from institutional gridlockdmerican Journal of Political Sciencél(4),
1319-13309.

Jones, L. R. (1992). Public budget execution and management control. In Rabin, Rhéed.),
handbook of public budgetinlew York, NY: Marcel Decker, Inc.

Jordan, M. M. & Hackbart, M. M. (1999). Performance budgeting and performance fumding i
he statesPublic Budgeting and Finangél9(1), 68-88.

Joyce, P. (1993). Using performance measures for federal budgetpgs&s and prospects.
Public Budgeting and Finance, 13(4)13.

Joyce, P. (1996 Appraising budget appraisal: Can you take politics out of budgefnpgltc
Budgeting & Financegl6(4), 21-25.

Joyce, P. (1997). Using performance measurement for budgeting: A ator it the same
old tune? In Newcomer, K. E. (EdJsing performance measures for public and
nonprofit programg75: 45-61). San Francisco, CA: Jossey Bass Publishers.

Joyce, P. (2003)inking performance and budgeting: Opportunities in the federal budget
process, managing for performance and results seVilshington, DC: IBM Center for
the Business of Government.

Joyce, P. G. & Sieg, S. (2000). Using performance information for budgetagy®@ig the
framework and investigating recent state experience. Paper prepaitesl 2000
Symposium of the Center for Accountability and Performance of the Americaetys
for Public Administration, Washington, D.C.

Judd, C. M. and D. A. Kenny. (1981). Process analysis: Estimating mediation iremmeatm
evaluationsEducation Revieyws, 602-619.

Kahn, J. (1997)Budgeting democracy: State building and citizenship in America, 1890-1928
Ithaca, NY: Cornell University Press.

Kanodia, C. (1993). Participative budgets as coordination and motivational ddecesl of
Accounting Resear¢ci31, 172-189.

Karafillidis, A. (2008). Networks and boundaries. Paper presented at the lraeahati
Symposium, Relational Sociology: Transatlantic Impulses for the Sodgdces, Berlin,
September 25-26, 2008.

Katz, D. and Kahn, R. L. 1968he social psychology of organizatiohew York, NY: Wiley.

Katz, M. H. (2006)Multivariable analysis: A practical guide for clinician®™® ed. Cambridge:
Cambridge University Press.

221



Kelly, J. M. (2002). Why we should take performance measurement on faithi{éacg hard to
come by and not terribly importafublic Performance & Management Revj&8(4),
375-380.

Kelly, J. M. (2003). The long view: Lasting (and fleeting) reforms in pukldgeting in the
twentieth century.Journal of Public Budgeting, Accounting & Financial Management
15(2), 309-326.

Kelly, J. M. (2005). A century of public budgeting reform, the “Key” questhaministration
and Society37(1), 89-109.

Kelly, J.M. & Rivenbvark, W. (2003Performance budgeting for state and local
governmentArmonk, N.Y.: M.E. Sharpe.

Kelman, S., Thompson, F., & Schedler, K. (2003). A dialogue on the definition and evolution of
the field of public managemennternational Public Management Revie#(2), 1-19.

Kenis, 1. (1979), Effects of budgetary goal characteristics on managétiadeg and
performanceThe Accounting Review4(4), 707-721.

Kenny, D.A. (2009). Moderator variables: an introduction,
http://davidakenny.net/cm/moderation.htm, accessed June 27, 2009.

Kenny, D. A., Kashy, D., & Bolger, N. (1998). Data analysis in social psychadlogsilbert, D.,
Fiske, S., & Lindsey, G. (EdsMandbook of Social Psycholagd” ed. New York, NY:
McGraw-Hill.

Kettl, D. F. (1994). Measuring performance when there is no bottom line. Papareat¢or the
Conference of the New Zealand Politics Research Group, Victoria Utywaifrs
Wellington, July 8, 1994.

Kettl, D. F. (1999). The global revolution: Reforming government-sector mareageln
Pereira, L.C.B. & Spinks, P. (EdsReforming the state: managerial public
administration in Latin Americé1-74). Boulder, CO: Lynne Rienner Publishers.

Kettl, D. F. (2000)The global public management revolution: A report on the transformation
of governanceWashington, D.C. : Brookings Institution Press.

Kettl, D. F. (2002)T'he transformation of governance: Public administration for twenty-first
century AmericaBaltimore, MD: Johns Hopkins University Press.

Kettl, D. F. (2005)The global public management revoluti@f ed. Washington, D.C.:
Brookings.

Key, V.O. (1940). The lack of a budgetary thed&merican Political Science Revie®84(6),
1137-1144.

222



Kiel, L.D. & Elliott, E. (1992). Budgets as dynamic systems: Changetiarjdime and
budgetary heuristicSournal of Public Administration Research and The@(2), 139-
156.

Kilby, P. (2002).Social capital and civil societyrisbane, Queensland: Foundation for
Development Corporation.

King, L. M. (1995). Operating and capital budget reform in Minnesota: Managioig:
finances like the future matteSovernment Finance Revigtl(1), 7-10.

Kim, S. (2005). Individual-level factors and organizational performance in igonert
organizationsJournal of Public Administration Research and Thed(2), 245-261.

Klay, W. E. (1987). Management through budgetary incentRellic Productivity and
Management Review1(Spring), 59-71.

Kraemer, H. C., Wilson, G. T., Faiburn, C. G., & Agras, W. S. (2002). Mediators and moslerator
of treatment effects in randomized clinical trigfdschives of General Psychiatr§9,
877-883.

Kraus H. P. (1980)I'he settlement house movement in New York City, 1886{48t4York,
NY: Arno Press.

Kren, L. (1992). Budgetary participation and managerial performancenigeei of
information and environmental volatilitfyhe Accounting Review7, 511-526.

Krippner, G. R. (2001). The elusive market: Embeddedness and the paradigm of economi
sociology.Theory and Society80(6), 775-810.

Lahee, A. W. (1917). The New York City Budgstunicipal Researchvol. 88.
Larkey, P. D. & Devereux, E.cA. (1999). Good budgetary decision processes. Imidkese

H.G., & Johnston, J.M. (EdsRublic management reform and innovation: Research,
theory, and applicationsTuscaloosa, AL: University of Alabama Press.

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. W. (19%& American
Economic Review87(2), 333-338.

Latham, G. P., & Saari, L. M. (1979). The effect of holding goal difficulty @msin assigned
and participatory set goalkcademy of management Jourriz2, 163-168.

Lauth, T. P. (1985). Performance evaluation in the Georgia budgetary pfgess Budgeting
and Finance5(1), 67-82.

Lauth, T. P(1987). Budget productivity in state government: Not integrated yet, batfyi.
Public Productivity and Management RevjeM(Spring), 21-32.

223



Lauth, T. P. (2002). The midyear appropriation in Georgia: A threat to conmgreéeess.
State and Local Government Revi&4(3), 198-204.

Lazear, E. P. (2000). Economic imperialisguarterly Journal of Economic415(1), 99-146.

Lazerson, M. (1995). A new phoenix: Modern putting-out in the modern knitwear industry.
Administrative Science Quarterl#0(1), 34-59.

Lee, R. D. (1997). A quarter century of state budgeting prackecdsic Administration Review
57(2), 133-140.

Lee, R. D., & Staffeldt, R. J. (1977). Executive and legislative use of policysemaiythe state
budget process: Survey resuRslicy Analysis3, 305-405.

LeLoup, L. T. (1978). The myth of incrementalism: Analytical choices in badgéteory.
Polity, 10(4), 488-509.

LeLoup, L. T. (2002)Budget theory for a new centuiyp Khan, A. & Hildreth, W. B., (Eds.),
Budget theory in the public sect&Westport, CT: Quorum books.

Leung, C. K. (1993). Personal contacts, subcontracting linkages, and development in the Hong
Kong- Zhuiang delta regiodnnals of the Association of American Geograph&s$2),
272- 302.

Lewis, V. B. (1952). Toward a theory of budgetiRgiblic Administration Reviewl2(1), 42-54

Libenstein, H. (1976 Beyond economic ma@ambridge, MA: Harvard University Press.

Light, P. C. (1997)The tides of reform: making government work, 1945-188% Haven CT:
Yale University Press.

Lin, N. (2000).Social capital: A theory of social structure and actidlew York, NY:
Cambridge University Press.

Lincoln, R. R. and Zeitz, G. (1980). Organizational properties from aggregate datati@gpar
Individual and structural effect&mericanSociological Reviey45(3), 391-408.

Lindblom, C.E. (1959). The science of ‘muddling throughblic Administration Revied9,
79-88.

Lindblom, C.E. (1979). Still muddling, not yet througtublic Administration Review
39(6), 517-26.

Lipset, S. M. (1963)Political man Garden City, NJ: Doubleday/Anchor.

224



Locke, E. A. (1968). Toward a theory of task motivation and incentiegmnizational
Behavior and Human Performandb7-189.

Locke, E. A. & Latham, G. P. (1990).theory of goal setting and task performance.
Englewood Cliffs, NJ: Prentice Hall.

Locke, E. A., Shaw, K. N., Saart, L. M., & Latham, G. P. (1981). Goal setting and task
performance: 1969-198Psychological Bulletin90(1), 125-152.

Long, J. S. (1997Regression models for categorical and limited dependent variables.
Thousand Oaks, CA: Sage.

Lu, Y. (2007). Performance budgeting: The perspective of state agdhdmis. Budgeting and
Finance 27(4), 1-17.

Lynn, L. E. (1996)Public management as art, science, and profes§ibiatham, N.J.: Chatham
House.

Lynn, L. E. (2001). The myth of the bureaucratic paradigm: What traditional
Public administration really stood fd?ublic Administration Revie@1(2), 144-160.

Lynn, L. E. (2006)Public management: Old and neWew York, NY: Routledge.

Lynn, L. E., Heinrich, C. J., & Hill, C. J. (1999)nproving governance: A new logic for
empirical researchWashington, D.C. Georgetown University Press.

Mahoney, T. A., Jerdee, T. H., & Carroll, S. J. (19&8)velopment of managerial performance:
A research approacl€incinnati, OH: South-Western Publishing Co.

Mahoney, T. A., Jerdee, T. H., & Carroll, S. J. The jobs of managemdustrial Relations
4(2), 97-110.

MacKinnon, D. P. (2008)ntroduction to statistical mediation analysidew York, NY:
Psychology Press.

MacKinnon, D. P., Weber, M. D., & Pentz, M. A. (1989). How do school-based drug prevention
programs work and for whonitugs and Sociefy3, 125-143.

March, J. G. & Olsen, J. P. (197&)hoice situations in loosely coupled wortltspublished
Manuscript, Stanford University.

March, J. G. & Olsen, J. P. (1984). The new institutionalism: Organizational facimobtical
life. American Political Science RevigW8(3),734-749.

March, J. G. & Olsen, J. P. (198®ediscovering institutions: The organizational basis for
politics New York, NY: The Free Press.

225



March, J. G. and Simon, H. A. 1958rganizationsNew York, NY: John Wiley.

Marginson, D., & Ogden, S. (2005a). Coping with ambiguity through the budget: The positive
effects of budgetary targets on managers' budgeting behavicuinting,
Organizations and Societ80(5), 435-456.

Marginson, D., & Ogden, S. (2005b). Encouraging strategic behaviour while maigtaini
management control: Multi-functional project teams, budgets, and the tiegabia

shared accountabilities in contemporary enterpridasagement Accounting Research
16(3), 269-292.

Marshall, A. (1919)Industry and tradeLondon: Macmillan.

Marshall, A. ([1920a] 1961 Principles of economic&dited with annotations by C.W.
Guillebaud (two volumes). London: Macmillan and Co.

Marshall, A. (1920b)industry and trade. A study of industrial technique and business
organization; and their influences on the conditions of various classes and nations
London: Macmillan and Co.

Marshall, A. & Marshall, M. P. ([1879] 1994)he economics of industrristol: Thoemmes
Press.

Martin, S. (2001). Using program attributes to measure and evaluate state econefondent
strategies.Economic Development Quartedy (1), 45-57.

Martin, L. L. (2002). Budgeting for outcomes. In Khan, A. & Hildreth, W. B. (E@uyiget
theory in the public sectqR46-260). Westport, CT: Quorum Books.

Marx, K. ([1867] 1906)Capital: A critiqueof political economyNew York, NY: Modern
Library.

Marx, K. ([1867, 1885, 1894] 196 apital, volumes I, Il, IlINew York, NY: International
Publishers.

Marx, K. ([1859] 1970)A contribution to the critique of political econontyew York, NY:
International Publishers.

Marx, K. ([1857-1858] 1973)Grundrisse: foundations of the critique of political economy
Translated by Martin Nicholaus. New York, NY: International Publishers.

Mayo, E. (1933)The human problems of an industrial civilizatiddew York, NY: MacMillan.

Mayper, A. G., Granoff, M. & Giroux, G. (1991). An analysis of municipal budget vagsanc
Accounting, Auditing, and Accountability Jourr@ilL), 29-50.

226



Mazmanian D. A. & Sabatier, P. A. (1988nplementation and public policwith a new
postscript Latham, MD: University Press of America.

McCullagh, P. (1980). Regression models for ordinal dgal Statistical Society#2(2), 109-
142.

McGill, R. (2001). Performance budgetingternational Journal of Public Sector Management
14(5), 376-390.

McKean, R. N. (1958kfficiency in government through systems analy$gsv York, NY:
Wiley.

McKelvey, R. & Zavoina, W. (1975). A statistical model for the analysis of drtéral
dependent variabledournal of Mathematical Sociologg, 103-120.

McKenzie, D. & Millo Y. (2003). Constructing a market, performing the@ie historical
sociology of a financial derivatives exchangeerican Journal of Sociolog$09(1),
107-145.

McLean, P. D. & Padgett, J. F. (2004). Obligation, risk, and opportunity in thesaneés
economy: beyond social embeddedness to network co-constitution. In Dobbin, F. (Ed.)
The sociology of the econorfy93-227). New York, NY: Russell Sage Foundation.

McNab, R. M. & Melese, F. (2003). Implementing the GPRA: Examining the prospects fo
performance budgeting in the federal governmieablic Budgeting and Financ@3(2),
73-95.

Meier, K. J. (1993)Politics and the bureaucracy: Policymaking in the fourth branch of
governmentPacific Grove, CA: Brooks/Cole.

Meier, K. J. & Brudney, J. L. (20022pplied statistics for public administratio@rlando, FL.:
Harcourt College.

Meier, K. J. & O'Toole Jr., L. J. (2001). Managerial strategies and behavior
networks: A model with evidence from U.S. public educationirnal of Public
Administration Research and Thepiyl (3), 271-294.

Meier, K. J. & O'Toole Jr., L. J. (2003). Public management and educational pertmmide
impact of managerial networkinBublic Administration Reviev3(6), 689-699.

Meier, K. J. & O’'Toole Jr., L. J. (2004). Desperately seeking Selznick: camptatid the dark
side of public management in networRsiblic Administration Reviev64(6), 681-693.

Melkers, J. E. (2006). On the road to improved performdPalelic Performance and
Management ReviewB0(1), 73-95.

227



Melkers, J. E., & Willoughby, K. (1998). The state of the statesfoFmance based budgeting
requirements in 47 out of 5Public Administration Revievb8(1), 66-73.

Melkers, J. E., & Willoughby, K. (2001). Budgeters' views of state periocerdudgeting
systems: Distinctions across branchiasblic Administration Revievb1(1), 54—64.

Melkers, J. E., & Willoughby, K. (2005). Models of performance-measuremeni uscal
governments: Understanding budgeting, communication, amlaétects Public
Administration Reviewg5(2), 180-191.

Merchant, K. A. (1981). The design of the corporate budgeting system: Inflummces
management behavior and performarid¢ee Accounting Review6(3), 813-829.

Merton, R. K. (1936). The unanticipated consequences of purposive social Antgnican
Sociological Reviewl (6), 894-904.

Merton, R. K. (1940). Bureaucratic structure and person8dyial Forcesl8, 560-568.

Meyer, J. W. & Rowan, B. (1977). Institutionalized organizations: Formal struasureyth and
ceremonyAmerican Journal of Sociolog83(2), 340-363.

Meyers, R. T. (1994 Gtrategic budgetingAnn Arbor MI: University of Michigan Press.

Mia, L. (1988). Managerial attitude, motivation and the effectiveness of targigmrticipation.
Accounting, Organizations and Societ3(5), 465-75.

Michaels, R. (1959)A sociological study of the oligarchical tendencies of modern democracy
Translated by Eden, P. & Cedar, P. New York, NY: Dover Publications.

Mikesell, J. L. (1995)Fiscal administration: Analysis and applications for the public sector,
4" ed. Belmont, CA: Wadsworth Publishing.

Milikin, M. ([1936] 1999). Pareto’s sociologiEconometricad: 324-337 In Cunningham, J. W.
& McClure (Eds.)Vilfredo Pareto: Critical assessment of leading econonmstisime 3
(3-15). London: Routledge.

Mill, J. S. ([1848] 1884)Principles of political economyNew York, NY: Appleton and
Company.

Mill, J. S. ([1844] 1968)Essays orsome Unsettled Questions of Political EconoNgw York,
NY: Augustus Kelley.

Miller, G. J. (1996). Productivity and the budget process. In Rabin, J.W., Hildreth, W.B., &

Miller, G. J. (Eds.)Budgeting: Formulation and executioAthens, GA: Carl Vinson
Institute of Government, The University of Georgia.

228



Miller, G. J., Hildreth, W. B. & Rabin, J. (2001). Introduction. In Miller, G., Hildret/. B. &
Rabin, J. (Eds.Rerformance-based budgetiftr15). Boulder, CO: Westview Press.

Miller, G. J., Robbins, D., & Keum, J. (2007). Incentives, certification, and targets
performance budgetin@ublic Performance and Managem&sview, 30(4), 469-495.

Milward, H. B. & Provan, K. (1998). Principles for controlling agents: The polidcanomy of
network structurelJournal of Public Administration Research and The8(2), 203-221.

Mintzberg, H. 1973The nature of managerial warklew York, NY: Harper and Row.

Mishra, A.K. (1996). Organizational responses to crisis: The centralitygif th Kramer, R. M.
& Thomas, T. (Eds.)Trust in organization$261-287). Newbury Park: Sage, 261-287.

Mizruchi, M.S. (1966). What do interlocks ddfnual Review of Sociolog2, 271-298.

Mizruchi, M. S. & Schwartz, M. (1988ntercorporate relations: The structural analysis of
business (structural analysis in the social sciendeambridge: Cambridge University
Press.

Mizruchi, M.S., Stearns, L.B. & Marquis, C. (2006). The conditional nature of eraliedds: A
study of borrowing by large U.S. firms, 1973-1984merican Sociological Review
71(2), 310-333.

Moe, T. (1984). The new economics of organizatimerican Journal of Political Science
28(4), 739-777.

Moe, T. (1987). An assessment of the positive theory of congressional dominance.
Legislative Studies Quarterly2, 475-520.

Moe, T. (1989). The politics of bureaucratic structure. In Chubb, J. & PetersonisB, (an
governments govern®ashington D.C.: Brookings Institution.

Moe, T. (1994). The “reinventing government” exercise: misinterpretmgrbblem,
misjudging the consequenc@aiblic Administration Revievb5(2), 135-46.

Moe, T. (2006). Political control and the power of the aginirnal of Law, Economics, and
Organization 22(1), 1-29.

Mohr, J. & Spekman, R. (1994). Characteristics of partnership success: partrigrshies,
communication behavior, and conflict resolutiStrategic Management Journdls,
135-152.

Molnar, J. J. & Rogers, D. L. (1976). Organizational effectiveness: Anrigalpiomparison of
the goal and system resource approachesiological Quarterly17(3), 401-413.

229



Montgomery, J. (1991). Social networks and labor market outcomes: Toward an economic
analysisAmerican Economic Revie®l1(5), 1408-1418.

Moreno, J. (1943)Sociometry and the cultural ordedew York, NY: Beacon House, Inc.

Moreno, J. (1953\Who shall survive? Foundations of sociometry, group psychotherapy and
sociodramaNew York, NY: Beacon House, Inc.

Morgan, Gareth. (1986)nmages of Organization8everly Hills, CA: Sage.

Moore, A. T., Nolan, J., Segal, G. F. (200Cpmpetitive cities: A report card on efficiency in
service delivery in America’s largest citidsos Angeles, CA: Reason Public Policy
Institute.

Moorman, C., Zaltman, G., & Deshponde, R. (1992). Relationships between providers and users
of market research: The dynamics of trust within and between oatjanz.Journal of
Marketing Researci29(2), 314-328.

Mosher, F. (1954).®gram budgeting: Theory and practicghicago, IL: Public Administration
Service.

Mosher, F. (1976 Basic documents of American public administration, 1776-1880
York, NY: Holmes and Meier.

Mott, P. E. (1972)The characteristics of effective organizatioNew York, NY: Harper
Collins.

Moulton, B. R. (1986). Random group effects and the precision of regression estimaitesl
of Econometric82(3), 385-397.

Moynihan, D. P. (2003). Performance based budgeting: Beyond rh&ovierty Reduction and
Economic Managemernthe World Bank, 78, 1-4.

Moynihan, D. P. & Pandey, S. K. (2005). Testing how management matters in an era of
government by performance managemaoirnal of Public Administration Research
and Theory15(3), 421-439.

Moynihan, D. P. & Pandey, S. K. (2006a). Managing for results in state goveriuehtating
a decade of refornfublic Administration Revievb6(1), 77-89.

Moynihan, D. P. & Pandey, S. K. (2006b). What do we talk about when we talk about
performance? Dialogue theory and performance budgdtgnal of Public
Administration Research Theor6(2), 151-168.

Moynihan, D. P. & Pandey, S. K. (2009). Through a glass, darkly: Understanding the efffec
performance regime®ublic Performance & Management Revj&&(4), 592-603.

230



Mullins, D. R. (2004). Tax and expenditure limitations and the fiscal responseadf |
government: Asymmetric intra-local fiscal effed®siblic Budgeting & Financ@4(4),
111-147.

Mullins, D. R. & Pagano, M. A. (2005). Local budgeting and finance: 25 years obgevents.
Public Budgeting and Finang@5(4s), 3-45.

Murray, D. (1990). The performance effects of participative budgeting: amatitegof
intervening and moderating variabl&ghavioral Research in Accountirgy 104-123.

Musgrave, R. A. (1992). Schumpeter’s crisis of the tax state: An essagahdociology.
Journal of Evolutionary Economic2(2), 89-113.

Mushkin, S. J. (1969a). PPB in Citi¢aublic Administration Review29(2), 167-178.

Mushkin, S. J. (1969b). PPBS in city, state and county: An overimevations
in planning, programming and budgeting in State and Local GoverntdehtJoint
Economic Committee, Washington, D.C.: U.S. Government Printing Office.

Natchez, P. B., & Bup, I. C. (1973). Policy and Priority in the Budgetary Prades#merican
Political Science Revieve7 (3), 951-963.

Nathan, R. P. (2001). Introduction. In Forsythe, D. W. (EQJjcker, better, cheaper?
Managing performance in American governméibany NY: Rockefeller Institute
Press.

Nee, V. & Ingram, P. (2001). Embeddedness and beyond: institutions, exchange, @nd soci
structure. IrBrinton. M. C. & Nee, V. (Eds.)The new institutionalism of sociolo¢i9-
45). Stanford, CA: Stanford University Press.

Niskanen, W. A. (1971 Bureaucracy and representative governm@tticago IL: Aldine and
Atherton, Inc.

North, D. (1990)Institutions, institutional change, and economic performahi@v York, NY:
Cambridge University Press.

Nouri, H. and R. J. Parker (1998). The relationship between budget participation and job
performance: The roles of budget adequacy and organizational commo@mninting,
Organizations, and Societ®3(5/6), 467-483.

Novick, D. (1965a). Introduction: The origin and history of program budgeting. In Novick, D.
(Ed.),Program budgeting: Program analysis and the federal budgainbridge, MA:
Harvard University Press.

Novick, D. (1965b). The department of defense. In Novick, D. (Pdogram budgeting:
Program analysis and the federal budgéambridge, MA: Harvard University Press.

231



Novick, D. (1966). Origin and history of program budgetiRND Corporation Paper No.
P3427 Santa Monica, CA: Rand Corporation.

Nunnaly, J. (1978)Psychometric theoryNew York, NY: McGraw-Hill.

Nye, R. K. (2007). Revealing indirect links between budget and missiatiedieess.
Paper prepared for the Association for Budgeting and Financial ManagementeGoefer
October25-27, 2007.

Olson, M. (1965).The logic of collective actiorCambridge, MA: Harvard University Press.

Orlikowski, W. .J. (1996). Improvising organizational transformation overthgtuational
change perspectivinformation Systems Reseayalfl), 63-92.

Orton, D. J. & Weick, K. E. (1990). Loosely coupled systems: A reconceptuatizatiademy
of Management Review5(2), 203-223.

Osborne, D. & Gaebler, T. (1998einventing government: How the entrepreneurial spirit is
transforming the public sectoNew York, NY: Penguin Group.

Osborne, D. & Hutchinson, P. (2002he price of government: Getting the results we need in
an age of permanent fiscal crisidew York, NY: Basic Books.

Osborne, D. & Plastrik, P. (2000)he reinventors fieldbooR ools for transforming your
governmentDanvers, MA: Jossey-Bass, Inc.

Ostroff, C. & Schmitt, N. (1993). Configurations of organizational effentgs and efficiency.
The Academy of Management Jouri3&l(6),1345-1361.

Ostrum, V. (1973)The intellectual crisis in public administratiobniversity of Alabama:
University of Alabama Press.

Otley, D. T. (1978). Budget use and managerial performdocenal of Accounting Research
16(1), 122-131.

O'Toole, D. E. & Stipak, B. (1988). Budgeting and productivity revisited: The gpoatrnment
picture.Public Productivity Reviewl2(1), 1-12.

O'Toole, D. E. & Stipak, B. (2002). Productivity trends in local government budgé&uigic
Performance & Management Revje26(2), 190-203.

O'Toole Jr., L. J. (1997). Treating networks seriously: Practical esehreh-based agendas in
public administrationPublic Administration Reviews7(1), 45-61.

O'Toole, Jr. L. J., & Meier, K. J. (1999). Modeling the impact of public management:
implications of structural contexiournal of Public Administration Research and
Theory 9(4), 505-526.

232



O'Toole, Jr. L. J., & Meier, K. J. (2000). Networks, hierarchies, and public management
modeling the nonlinearities. In Heinrich, C.J. & Lynn, L.E. Jr. E@oyernance and
performance: New perspectivigs3-291). Washington D.C.: Georgetown University
Press.

O'Toole, Jr. L. J., & Meier, K. J. (2006). Networking in the penumbra: Public mamagem
cooptative links, and distributional consequenti@srnational Public Management
Journal 9(3): 271-294.

Padgett, J. F. (1980). Bounded rationality in budgetary resefamatrican Political Science
Review 74(1), 354-372.

Palmer, D. (1983). Broken ties: Interlocking directorates and intercogpooatdination.
Administrative Quarterly28(1), 40-55.

Palmer, D., Barber, B., Zhou, X., & Soysal, Y. (1995). The friendly and predatpusdmon of
large U.S. corporations in the 196Bsnerican Sociological Review0(4), 469-500.

Pandey, S. K. (2003). National administrative studies project (NASP-II)tidnahsurvey of
managers in the state health and human services agencies. Camdengé&is: Rut
University.

Pandey, S. K., Coursey, D. H., & Moynihan, D. P. (2004). Management capacity and
organizational performance: Can organizational culture trump bureauedhtape?
Paper presented at the Determinants of Performance in Public OrganizatioasciAg
Knowledge in Public Management Conference, Cardiff University, Wales.

Pandey, S. K., Coursey, D. H., & Moynihan, D. P. (2007). Organizational effectiveness and
bureaucratic red tape: A multi-method stuelyblic Performance and Management
Review 30(3), 398-425.

Pandey, S. K. & Garnett, J. L. (2006). Exploring public sector communication penicema
testing a model and drawing implicatioRsiblic Administration Revievg6(1), 37-51.

Pandey, S. K. & Moynihan, D. P. (2006). Bureaucratic red tape and organizagdioaimance:
testing the moderating role of culture and political support. In Bayné.., Meier, K. J.,
O'Toole Jr., L. & Walker, R. M. (Eds.Rublic performancePerspectives on
measurement and managemeéambridge, England: Cambridge University Press.

Pareto, V. ([1906] 1971 Manual of political economyLondon: Macmillan Press Ltd

Pareto, V. ([1915/1916] 1939Ylind and society, a treatise on general socioldggw York,
NY: Dover Publications.

Pareto, V. (1927Manuel d’économie politquéaris: Marcel Girad.

233



Pareto, V. (1932)Traité de sociologie généralParis: Payot.

Pareto, V(1935).The mind and societ§nglish translation of Trattato di Sociologia
Generale, ¥ ed. Translated by Bongiorno, A. and Livingston, A. London: Jonathan
Cape.

Pareto, V(1972).Manual of political economyEnglish translation of Manuale di Economia
Politica (French ed., 1927). In Schwier, A. S. & Page, A. N. (Eds.), Translated by
Schwier, A. S. London: Macmillan.

Parhizgari, A. M., and Gilbert, R. G. (2004). Measures of organizational effectvéraeste
and public sector performané@mega: The International Journal of Management
Science32 (3), 221-29.

Parker, R. & Kyj, L. (2006). Vertical information sharing in the budgeting goce
Accounting, Organizations, and Sociedf (1), 27-45.

Parsons, T. (1935). Review of the mind and society and Pareto's generalggogiolerican
Economic Review25(3), 502-508.

Parsons, T. (19377].he structure of social action: A study in social theory with special
reference to a group of recent European writ&tew York, NY: McGraw-Hill.

Parsons, T. (1949The structure of social actio2™ ed. New York: Free Press.
Parsons, T., Bales, R. F. & Shils, E. A. (1988prking papers in the theory of actidBlencoe,
IL: Free Press.

Parsons, T. & Smelser. (195&conomy and society: A study in the integration of economic and
social TheoryLondon: Routledge and Kegan Paul.

Payne, R. & Mansfield, R. (1973). Relationships of perception of organizationalectionat
organizational structure, context, and hierarchical posiidministrative Science
Quarterly, 18, 515-526.

Pearce, J. A. I, Robbins, D. K. & Robinson Jr., R. B. (1987). The impact of grand strategy and
planning formality on financial performanc&rategic Management Journd (2), 125—
34.

Penefield, R. V. (1974). Time allocation patterns and effectiveness of marigsmnnel
Psychology27(2), 245-255.

Penno, M. 1984. Asymmetry of the pre-decision information and managerial accounting.
Journal of Accounting Research2(1), 177-191.

234



Perrow, C. (2000). An organizational analysis of organizational th€omntemporary
Sociology 29(3), 469-476.

Peters, T. & Waterman, R. (198%).search of excellenc&lew York, NY: Harper and Row.

Pettijohn, C. D., & Grizzle, G. A. (1997). Structural budget reform: Does it affegietbud
deliberations3dournal of Public Budgeting, Accounting and Financial Management
9(1), 26-45.

Phillips, J. M. & Goss, E. P. (1995). The effect of state and local taxes on economi
development: A meta analystouthern Economic Journ@R(2), 320-333.

Piore, M. J. (1996). Review: Review of the handbook of economic socidlogsnal of
Economic Literature34(2), 741-754.

Plosila, W. H. (2004). State science and technology based economic develpphognt
History, trends, and developments, and future directeo@nomic Development
Quarterly18 (2), 113-126.

Poister, T. H, and McGowan, R. P. (1984). The use of management tools in municipal
government: A national survelpublic Administration Reviewt4(3), 215-223.

Poister, T. H. & Streib, G. (1994). Municipal management tools from 1976 to 1993: An
overview and updat@ublic Productivity & Management Reviet8(2), 115-125.

Poister, T. H. & Streib, G. (1999). Performance measurement in municipahgoar:
Assessing the state of the practiéeblic Administration Revievs9(4), 325-335.

Poister, T. H. & Streib, G. (2005). Elements of strategic planning and managemmimticipal
government: Status after two decadesblic Administration Review5(1), 45-56.

Polanyi, K. (1944)The great transformatiorNew York, NY: Farrar and Rinehart.

Polanyi, K. (1968)Anthropology and economic theoiy Fred, M. (Ed.)Readings from
anthropology New York, NY: Thomas Y, Crowell Co.

Polanyi, K., Arensberg, C., & Pearson, H. (199fade and market in the early empirégew
York, NY: Free Press.

Podolny, J. (1994). Market uncertainty and the social character of econahange.
Administrative Science Quterly, 39(4), 458-483.

Poldony, J. & Baron, J. (1997). Resources and relationships: social networks anty mnaibiéi
work place American Sociological Revigw?2(5), 673-693.

235



Pollit, C. (2000). Is the emperor in his underwear: An analysis of the impacts af publi
management refornRublic Management Revie®2(2), 181-199.

Pollitt, C. & Bouckaert, G. (2004pPublic Management ReforrA Comparative Analysi€"ed.
New York, NY: Oxford University Press.

Poocharoen, O. & Ingraham, P. (2003). Integration of management systéoseimment
performance projeciaths to performance in state and local government: A final
assessment from the Maxwell School of Citizenship and Public Affairs.

Portes, A. (1998). Social capital: Its origins and applications in modern socidlogual
Review of Sociology4, 1-24.

Portes, A. & Landolt, P. (1996). The downside of social cagitakrican Prospec6, 18-22.

Portes, A. & Mooney, M.. (2002). Social capital and community development. In GuillEn, M
Collins, R., England, P., & Meyer, M. (EdsJhe new economic sociology:
Developments in an emerging fi€lid18-192). New York, NY: Russell Sage Foundation.

Portes, A. & Sensenbrenner, J. (1993). Embeddedness and immigration: Notes on the social
determinants of economic actickmerican Journal of Sociolog98, 1320-1350.

Powell, F. W. (1917). The recent movement for state budget reform, 1911-M@ii¢ipal
ResearchVol. 91.

Powell, T. C. (1992). Organizational alignment as competitive advargagéegic Management
Journal 13(2), 119-34.

Preacher, K. J. & Hayes A. F. (2004). SPSS and SAS procedures for estimatey efficts
in simple mediation modelBehavioral Research Methods Instruments, and Computers
36(4), 717-731.

Premchand, A. (1987). Government budgeting and productiratiglic Productivity Review
10(3), 9-19.

Prendergast, W. A. (1912). Efficiency Through AccountiAgnals of the American of political
and social scienceXL| (May), 43-56.

Provan, K. G. (1993). Embeddedness, interdependence, and opportunism in organizational
supplier-buyer networkgournal of Managemeni9(4), 841-856.

Provan, K. G., Fish, A., & Sydow, J. (2007). Interorganizational networks at the netweltk lev

A review of the empirical literature on whole networkeurnal of Managemerg@3 (3),
479-516.

236



Provan, K. G., Huang, G. K., & Milward, H. B. (2009). The evolution of structural
embeddedness and organizational social outcomes in a centrally governedrukalt
human services networkournal of Public Administration Research and Theory
Advance Access, January 27, 2009, accessed May 9, 2009.

Provan, K. G. & Kenis, P. (2008). Modes of network governance: structure, mamaganae
effectivenessJournal of Public Administration Research and The®8(2), 229-252.

Provan, K. G. & Milward, H. B. 1995. A preliminary theory of interorganizational
effectiveness: A comparative study of four community mentatthegstems.
Administrative Science Quarterd (1), 1-33.

Provan, K. G. & Milward, H. B. (1998). Principles for controlling agents: Theipalieconomy
of network structurelournal of Public Administration Research and The8(R),
203-221.

Provan, K. G. & Milward, H. B. (2001). Provan, K. G. & Milward, H. B. (2001). Do networks
really work? A framework for evaluating public sector organizationaorés. Public
Administration Review61(4), 414-423.

Putnam, R. D., Leonardi, R., Nanetti, R. Y. (1993aking democracy workerinceton, NJ:
Princeton University Press.

Putnam, R. D. (1995). Bowling alone: America’s declining social capadatnal of
Democracy6(1): 65-78.

Quinn, R. E. and Rohrbaugh J. (1981). A competing values approach to organizational
effectivenessPublic Productivity Reviewg(2), 122-140.

Quinn, R. E. and Rohrbaugh J. (1983). A spatial model of effectiveness criteriardoav
competing values approach to organizational analysEsagement Scienc29(3), 363-
377.

Rabin, J. (1987a). IntroductioRublic Productivity Revienl0(3), 5-8.

Rabin, J. (1987b). Budgeting for improved productivityblic Productivity Reviewl0(3),
3-71.

Rabin, J. (1988). Budgeting and productivity: Rejoinder to the rejoiRddalic Productivity
Review 12(1), 13-14.

Radin, B. (2000). The government performance and results act and the traditiomadf fede
management reform: Square pegs in round hadtegnal of Public Administration and
Research Theory0(1), 111-35.

237



Radin, B. (2001). Intergovernmental relationships and the federal performameenent
(285-306). In Forsythe, D. (edQuicker, better, cheaper? Managing performance in
American governmenfAlbany, NY: State University of New York Press.

Radin, B. (2006)Challenging the performance movement: Accountability, complexity, and
democratic values (public management and char@edrgetown, D.C.: Georgetown
University Press.

Rainey, H. G. (2003)Jnderstanding and Managing Public Organizations, 3d Editen
Francisco, CA: Jossey Bass.

Rainey, H. G., and Bozeman, B. (2000). Comparing public and private organizationsc&mpi
research and the power of the a pridournal of Public Administration Research and
Theory 10(2), 447-469.

Rainey, H. G., Pandey, S. K. & and Bozeman, B. (1995). Research note: public and private
manager’s perception of red tapeiblic Administration Revievb5(6), 567-574.

Rappaport, A. (1963). Mathematical models of social interaction. In Luce, R., Bush, R., &
Galanter, E. (Eds.Handbook of Mathematical Psycholodyew York, NY: Wiley.

Rappaport, A. & Horvath, W. (1961). A study of a large sociogBehavioral Scienges(4),
279-291.

Rauch, J. F. & Hamilton, G. G. (2001). Networks and markets: Concepts for bridgngjides.
In Rauch, J.F. & Cassella, A. (Eddgtworks and marketdlew York, NY: Russell
Sage Foundation.

Richter, R. (2001). New economic sociology and new institutional economics.®agented at
the Annual Conference of the International Society for New Institutioahomics,
September 13-15, Berkeley, CA.

Ridley, C. E. & Simon, H. A. (1943Measuring municipal activities: A survey of suggested
criteria for appraising administrationChicago, IL: The International City Managers
Association.

Ritzer, G. (1989). The permanently new economy: The case for reviving ecomnamiogy.
Work and Occupationd.6(3), 243-273.

Rist, R. C. (1994). The preconditions for learning: Lessons from the publoc.48&9-205). In
Leeuw, F. L., Rist, R. C. & Sonnichsen, R. C. (Ed3an governments learn?
Comparative perspectives on evaluation and organizational learNiegy Brunswick,
NJ: Transaction.

Rivenbark, W. C. & Kelly, J. M. (2006). Performance budgeting in municipal govatnme
Public Performance and Management Reva&{1), 35-46.

238



Rizzo, J. R., House, R. J., & Lirtzman, S. 1. (1970). Role conflict and ambiguibmplex
organizations. Administrative Science Quarterly, 15, 150-163.

Roberts, R. S. (1960). USDA'’s pioneering performance budgdblic Administration Review
20(2), 74-78.

Robinson, M. & Brumby, J. (2005Roes performance budgeting work? An analytical review of
the empirical literaturelnternational Monetary Fund Working Paper.

Robinson, Jr., R. B. & Pearce I, J. A. (1983). The impact of formalized stralagning on
financial performance in small organizatio8trategic Management Journd (3), 197—
207.

Robinson, Jr., R. B. & Pearce I, J. A. (1988). Planned patterns of strategic behavioirand the
relationship to business-unit performansgategic Management Journ& (1), 43—-60.

Romo, F. P. & Schwartz, M.. (1995). Structural embeddedness of business decisions: A
sociological assessment of the migration behavior of plants in New Yatektsttween
1960 and 1985American Sociological Revigw0(6), 874-907.

Rubin, D. B. (1974). Estimating causal effects of treatments in randomized and noneettomi
studiesJournal of Educational Psycholog§6, 688-701.

Rubin, D. B. (1977). Assignment to treatment group on the basis of a covéoiateal of
Educational Statistic®, 1-26.

Rubin, D. B. (1987)Multiple imputation for nonresponse in surveiew York, NY: J. Wiley
& Sons.

Rubin, I. S. (1988). Introduction. In Rubin, I. S. (etlgw directions in budget theo(¥-18).
Albany, NY: SUNY Press.

Rubin, I. S. (1990). Budget theory and budget practice: How good thEuiHc
Administration Reviewb0(2), 179-189.

Rubin, I. S. (1992a). Budget reform and political reform: Conclusions frogit&s. Public
Administration Reviewb2(5), 454-466.

Rubin, I. S. (1992b). Budgeting: Theories, concepts, methods, and issues. In Rabiy, J. (E
Handbook of public budgetinglew York, NY: Marcel-Dekker, Inc.

Rubin, I. S. (1993). Who invented Budgeting in the United St&ablic Administration
Review53(5), 438-444.

Rubin, I. S. (1996). Budgeting for accountability: Municipal budgeting for the 192(bdic
Budgeting and Finan¢d 6(2), 112-132.

239



Rubin, I. S. (1997a)lhe politics of budgeting: Getting, spending, borrowing, spending, and
balancing.Chatham, NJ: Chatham House.

Rubin, I. S. (1997b). Budgeting: theory and concepts. In Golembiewski, R. T. & Rabin, J.
(Eds.),Public budgeting and financé™ Ed. New York, NY: Marcel Dekker, Inc.

Rubin, I. S. (1998)Class, tax and poweChatham, NJ: Chatham House Publishers.
Rubin, 1. S(2000).The politics of public budgeting™ ed. Chatham House Publishers.

Rubin, I. S. (2005). The state of state budget reseBudilic Budgeting & Finance25(4s), 46-
67.

Rubin, I. S. (2006)The politics of budgeting: Getting, spending, borrowing, and balancing
Washington D.C. CQ Press.

Sabatier, P. A. (1986). Top-down and bottom-up approaches to implementation research: A
critical analysis and suggested syntheksirnal of Public Policy6(1), 21-48.

Sabatier, P. A. & Mazmanian, D. A. (1979). The conditions of effective impittien.Policy
Analysis 5(4), 481-504.

Sabatier, P. A. & Mazmanian, D. A. (1980). A Framework Analyamicy Studies Journal
8(4), 538-560.

Salancik, G. R. (1975Notes on loose coupling: Linking intentions to actidgspublished
Manuscript, University of lllinois, Urbana-Champaigne.

Salz, M. (2001). Using program attributes to measure and evaluate state econetojonoent
strategiesEconomic Development Quarted(1), 45-57.

Samuelson, P. A. (194Houndations of economic analys@@ambridge, MA: Harvard
University Press.

Samuelson, P. A. (1983Foundations of economic analys@ambridge, MA: Harvard
University Press.

Sands, H. R. & and Lindars, F. W. (1912). Efficiency in budget makingals of the American
Academy of Political and Social Sciené.|, May, 138-150.

Saxenian, A. (1994Regional advantage: Culture and competition in silicon valley and route
128 Cambridge, MA: Harvard University Press.

Sayre, W. (1948). The triumph of techniques over purgésielic Administration RevievB(2),
134-137.

240



Schafer, J. L. (1997RAnalysis of incomplete multivariate dataondon: Chapman & Hall
London.

Schaffer, U. (2008Management accounting and control scaM&esbaden: Deutscher
Universitats-Verlag.

Schick, A. (1964). Control patterns in state budget execlWRioblic Administration Review
24(2), 97-106.

Schick, A. (1966). The road to PBB: The stages of budget refublic Administration
Review 26 (4), 243-58.

Schick, A. (1971)Budget innovation in the staté&/ashington, D.C.: Brookings Institution.

Schick, A. (1973). A death in the bureaucracy: The demise of federaFRBE:
Administration Review33(2), 146-156.

Schick, A. (1978). Contemporary problems in financial conBablic Administration
Review 38(6), 513-519.

Schick, A. (1988). An inquiry into the possibility of a budgetary theory. In Rub$, (Ed.),
New directions in budget theo(y9-69). Albany, NY: SUNY Press.

Schick, A. (1990)The capacity to budgetvashington, D.C.: The Urban Institute Press.

Schick, A. (2001). Getting performance measures to measure up. In Forsye(E.),
Quicker, better, cheaper? Managing performance in American governiikany,
NY: SUNY Press.

Schick, A. (2002). Does budgeting have a fut@ECD Journal On Budgetin@(2), 7-48.

Schick, A. (2003). The performing state: reflection on an idea whosehtssicome but whose
implementation has ncdRECD Journal on Budgeting(2), 71-103.

Schumpeter, J. (1934). The theory of economic development; an inquiry into profits, capital,
credit, interest, and the business cycle. Translated by Opie, R. CagmividgHarvard
University Press.

Schumpeter, J. (194&Fapitalism, socialism and democradyew York, NY: Harper and
Brothers.

Schumpeter, J. 195Essays on Economic Topid¢3ort Washington: Kennikat Press.

Schumpeter, J. (1954a). The crisis of the tax staternational Economic Papers, Na. 4

241



Schumpeter, J. (1954hjistory of Economic Analysi&dited from a manuscript by Boody, E.
E. New York: Oxford University Press.

Schumpeter, J1956).Ten great economists, from Marx to Keyriasndon, Allen and Unwin.

Schumpeter, J. ([1919] 1962). Fiscal crisis and the tax state. Reprinted in Musgravé, R
Peacock, A. T. (Eds.Elassics in the theory of public finand®ndon: MacMillan.

Schumpeter, J1991).The economics and sociology of capitaliSwedberg, R. (Ed.).
Princeton, NJ: Princeton University Press.

Scott, J. (1976)The moral economy of the peasdwéw Haven, CT: Yale University Press.

Scott, J. (2000). Rational choice theory. In Browning, G., Halcli, A., & Webster, F. (Eds.),
Understanding contemporary society: Theories of The pr¢$26t138). Thousand
Oaks, CA: Sage Publications, Inc.

Scott, W. R. (1995)nstitutions and organizationg housand Oaks, CA: Sage Publications.

Scott, W. R. (2004). Competing logics in health care: Professional, stat@maaagerial. In
Dobbin, F. (Ed.)The sociology of the econorf®67-287). New York, NY: Russell Sage
Foundation.

Searfoss, D. G. & Monczka, R. M. (1973). Perceived patrticipation in the budget pnodess a
motivation to achieve the budgéicademy of Management Journa6(4), 541-554.

Seckler-Hudson, C. (1953). Performance budgeting in governfAgvdanced Managemeri-9,
30-32. In Hyde, A. C. & Shafritz J. M. (Eds.), (1978pvernment budgeting: Theory,
process and politic€80-93). Oak Park, IL: Moore Publishing Company, Inc. Also in
Hyde, C. (Ed.), (1992)Government budgeting: theory, process and polig¥sed.
(331-341). Belmont, CA: Wadsworth, Inc.

Selznick, P. (1996). Institutionalism, old and neédministrative Quarterly41(2), 270-277.

Selznick, P. ([1949] 1997). The cooptative mechanism. In Shafritz, J. M. & Hyde,(Bdf)),
The classics of public administratiofi” ed. (147-153). Fort Worth, TX: Harcourt
Brace College Publishers. From Selznick, P. (19%¢RA and the grass roatBerkeley,
CA: University of California Press.

Shah, A. & Shen, C. (2007). A primer on performance budgeting. In Shah, A.R&dgeting
and budgetary institution®New York, NY: World Bank Publications.

Sharp, E. B. (1986 itizen demand-making in the urban cont@xtscaloosa, AL: University of
Alabama Press.

242



Sheeran, P. & Abraham, C. (2003). Mediator of moderators: temporal stability oretitemt
and the intention-behavior relatidPersonality and Social Psychology Bullet?9(2),
205-215.

Sherwood, F. P. (1955). Decentralizing the budget proPeddic Managemen37,122.

Shields, M. D. & Young, M. S. (1993). Antecedents and consequences of participative
budgeting: Evidence on the effects of asymmetrical informalmrnal of Management
Accounting Research, 265-80.

Shields, J. F. & Shields, M. D. (1998). Antecedents of participative budgatingunting,
Organizations and Societ23(1), 49-76.

Shiller, R. J. (2003). From efficient markets theory to behaviorahd@d he Journal of
Economic Perspective$7(1), 83-104.

Simmel, G. ([1907] 1978)'he philosophy of mongyranslated by Bottomore, T. & Frisby, D.
London: Routledge and Keegan Paul.

Simmel, G. ([1908] 1950)he sociology of Georg Simmel; translated, edited, and with an
introduction by Kurt H. WolffGlencoe, IL: Free Press.

Simmel, G. ([1908] 1971)he problem of sociologyponald Levine (Ed.), Chicago, IL:
University of Chicago Press.

Simmel, G. ([1908] 1955 onflict, translated by Kurt H. Wolff. The web of group-affiliations,
Translated by Reinhard Bendix. With a Foreword by Everett C. Hu@lescoe, IL:
Free Press.

Simmel, G. ([1907] 1990 he philosophy of mong§™ed. Frisby, D. (Ed.). Translated by
Bottomore, T. & Frisby D. from a first draft by Mengelberg, K. London: Roudedg

Simon, H. A. (1946). The proverbs of administratiBaoblic Administration Reviewt, 53-67.

Simon, H. A. (1954). Spurious correlation: A causal interpretaliom:.nal of the American
Statistical AssociatigM9, 467-479. From Blalock, Jr., H. M. (EdJausal models in the
social science<?™ ed. Hawthorne, NY: Aldine de Gruyter.

Simon, H. A. (1982)Models of bounded rationality: Behavioral economics and business
organization Cambridge, MA: MIT Press.

Simon, H. A. (1997)Administrative behavior: A study of decision-making processes in
administrative organizatioﬁlth ed., New York, NY: Macmillan.

243



Simon, H. A., Guetzkow, H., Kozmetsky, G. & Tyndall, G. (19%2gntralization vs.
Decentralization in Organizing the Controller's Departmexdéw York, NY: The
Controllership Foundation.

Simon, H. A. Smithburg, D. W., & Thompson, V. A. (195Bublic AdministrationNew York,
NY: Knopf.

Simons, R. 1999 evers of controlBoston, MA: Harvard Business School Press.
Smelser, N. (1963 he sociology of economic lifenglewood Cliffs, NJ: Prentice-Hall.

Smelser, N. (1976)Che sociology of economic Lif2" ed. Englewood Cliffs, NJ: Prentice-
Hall.

Smelser, N. (2005). Introducing economic sociology. In Smelser, N. J. & Swedberg, R
(Eds.),The handbook of economic sociol@&gyed. Princeton NJ: Princeton
University Press.

Smelser, N. (2005). Parson’s economic sociology and its extension to the globalyconom
Journal of Classical Sociolog$(3), 245-266.

Smelser, N. J. & Swedberg, R. (1994). The sociological perspective on the ectm@mgelser,
N. J. & Swedberg, R. (EdsDhe handbook of economic sociologyinceton: Princeton
University Press.

Smith, A. ([1776] 1979)The Wealth of Nation$kinner, A. (Ed.). Baltimore, MD: Penguin.

Smith, H. D. (1945)The management of your governm&gw York, NY: McGraw-Hill Book
Company.

Smith, K. A. (2004). Voluntarily reporting performance measures to the pAdlest of
accounting reports from U.S. citidsternational Public Management Journdl(1), 19-
48.

Smith, K. A. & Schiffel, L. (2006). The intersection of accounting and local rpovent
performance (579-615). In Howard, F.A. (E®)blic financial managemenBoca
Raton, FL: CRC Press.

Snell, R. K. (2000)Lessons learned: What experience teaches about performance-based
budgeting and reportingNational Conference of State Legislatures. Available from
http://www.ncsl.org/programs/fiscal/perfbudg/pbblessons.htm, accessesiiier 8,
2008.

Sobel, M.E. (1982). Asymptotic confidence intervals for indirect effects in staleguation
models,Sociological Methodologyl3, 290-312.

244



Spector, P. E. (1987). Method variance as an artifact in self reported affect egytipas at
work: Myth or significant problem&ournal of Applied Psychology?2, 438-443.

Spector, P. E. and Brannick, M. T. (1995). The nature and effects of method variance in
organizational research. In Cooper, C. L. & Robertson, I. T. (Hdgejnational review
of industrial and organizational psycholo{49-274). West Sussex, England: John
Wiley.

Sterns, L. B. & Mizruchi, M. (1993). Corporate financing: Social and ecandeterminants.
In Swedberg, R. (Ed.Explorations in economic sociolog®79-308). New York, NY:
Russell Sage.

Sterck, M. & Scheers, B. (2006). Trends in performance budgeting in seven OECesount
Public Performance and Management Revig®(1), 47-72.

Stedry, A. C. (1960)Budget control and cost behavidtnglewood Cliffs, NJ: Prentice-Hall

Stinchcombe, A. (19865tratification and organization: Selected pap&ambridge:
Cambridge University Press.

Stivers, C. (2000Bureau men, settlement women: constructing public administration in the
progressive eraLawrence, KS: University Press of Kansas.

Stone, A. A. (1992). Selected methodological concepts: Mediation and moderation, individual
differences, aggregation strategies, and variability replicateshime®lerman, N.,
McCabe, P., & Baum, A. (EdsPerspectives in behavioral medicine: Stress and disease
processe$55-71). Hillsdale, NJ: Lawrence Erlbaum Associates.

Streis, A. W. (1972) Public budgeting and managemebgxington, MA: Lexington Books,
D.C. Heath and Company.

Stribney, W. (2005). Why should | not do a likelihood-ratio test after an ML estimatign (
logit, probit) with clustering or pweights? Stata Corporation,
http://www.stata.com/support/fags/stat/Irtest.ntml, accessed June 21, 2009.

Swedberg, R. (1987). Economic sociology: Past and préSentnt Sociologyd5(1), 1-221.

Swedberg, R. (1990Economics and sociology: Redefining their boundaries...conversations
with economists and sociologisBrinceton, NJ: Princeton University Press.

Swedberg, R. (1991%chumpeter — A biographirinceton, NJ: Princeton University Press.
Swedberg, R. (1993). On the relationship of economic theory and economic sociology in the

work of Joseph Schumpeter, In Swedberg, R. (ExXplorations in economic sociology
(42-62). New York, NY: Russell Sage Foundation

245



Swedberg, R. (1997). New economic sociology: What has been accomplisheis, altestd?
Acta Sociologica40(2), 161-182.

Swedberg, R. (1999). Max Weber as an economist and sociologist: Towards a fulle
understanding of Weber’s view of economismerican Journal of Economics and
Sociology 58(4), 561-582.

Swedberg, R. (2000Max Weber and the idea of economic sociol@gynceton, NJ: Princeton
University Press.

Swedberg, R. (2001). Max Weber’s version of economic sociolagygranovetter, M. &
Swedberg, R. (Eds.Jhe sociology of economic Lif2 ed.(77-95). Boulder CO:
Westview Press.

Swedberg, R. (2003Rrinciples of economic sociologirinceton, NJ: Princeton University
Press.

Swedberg, R. (2007). The tool kit of economic sociology. In Weingast, B. R.ti&nan, D.
(Eds.),The oxford handbook of political econo(®37-950). Oxford: Oxford
University Press.

Swedberg, R. & Granovetter, M. (1992). Introduction. In Granovetter, M. & Swedberg, R.
(Eds.),The sociology of economic lif&-16). Boulder, CO: Westview Press.

Swedberg, R. & Granovetter, M. (2001). Introduction to the second edition. In
Granovetter, M. & Swedberg, R. (Edg e sociology of economic lif2" ed.(1-
28). Boulder CO: Westview Press.

Swedlow, B. (2001). Postscript: Aaron Wildavsky, cultural theory, and budgeting.cldl&w
B. (Ed.),Aaron Wildavsky, budgeting and governihgroduction by White, J. New Brunswick,
CT: Transaction Publishers.

Swidler, A. (1986). Culture in action: symbols and strateglererican Sociological Review
51(2), 273-286.

Tarrow, S. (1996). Making social science work across space and timeicAl egflection on
Robert Putnam’'aking democracy worlAmerican Political Science Revig@0(2),
389-397.

Tax Foundation, Inc. (1965%tate expenditure controls: An evaluatiddMashington, D.C.: Tax
Foundation.

Taylor, F. W. (1911)The principles of scientific managemexew York, NY: Harper.

Terry, L. (1998). Administrative leadership, neo-managerialism, ancetligpublic
management movememtublic Administration Revievs8(3), 194-201.

246



Thayer, F. C. (1972). Productivity: Taylorism revisited (round thifeedlic Administration
Review 32(6), 883-839.

Thomas, J. C. & Streib, G. (2003). The new face of government: Citizen initiatedtsontidne
era of e-governmeniournal of Public Administration, Research, and The@8(1), 83-
102.

Thompson, E. P. (1971). The moral economy of the English crowd in the eighteenth century.
Past and Presenb0: 76-136.

Thompson, J. D. (1967Qrganizations in actionNew York, NY: McGraw-Hiill.
Thurmaier, K. (1995a). Decisive decision making in the executive budget procegzsirantie
political and economic propensities of central budget bureau an&lysisc

Administration Reviewb5(5), 448-460.

Thurmaier, Kurt. (1995b). Execution phase budgeting in local governments: Ijistfur
control anymoreState and Local Government Revi@w(2), 102-117.

Thurmaier, K. & Willoughby, K. G. (2001Rolicy and politics in state budgeting
Armonk, NY: ME Sharpe.

Tiebout, C. M. (1956). A pure theory of local expendituidse Journal of Political Economy
64(5), 416-424.

Tocqueville, A. (1835-1849Pemocracy in Americalranslated by Reeve, H. London:
Saunders and Otley

Tonkiss, F. (2006)Contemporary economic sociology: Globalization, production, inequality
New York, NY: Routledge.

Tool, M. R. (1979)The discretionary econom@anta Monica, CA: Goodyear Publishing
Company.

Treleven, J. E. (1912). The Milwaukee bureau of economy and efficidnogls of the
American Academy of Political and Social Sciendd (May), 270-79.

Tullock, G. (1965)The politics of bureaucracyVashington D.C.: Public Affairs Press.

Tyer, C. & Willand, J. (1997). Public budgeting in America: A twentieth cgmtrospective.
Journal of Public Budgeting Accounting and Financial Managen®@j), 189-219.

Yukl, G. A.; & Latham, G. P. (1978). Interrelationships among employer ipeaatiian,

individual differences, goal difficulty, goal acceptance, goal instntiatiey, and
performancePersonnel Psycholog®1(2), 305-323.

247



Urban Institute and International City Management Association (187Rjoving productivity
measurement and evaluation for local governmafiashington D.C: National
Commission on Productivity.

Uzzi, B. (1996). The sources and consequences of embeddedness for the economiarmefor
of organizations: The network effechmerican Sociological Reviewl(4), 674-698.

Uzzi, B. (1997). Social structure and competition in interfirm networks:pein@dox of
embeddednesAdministrative Quarterly42(1), 35-67.

Uzzi, B. (1999). Embeddedness in the making of financial capital: How|&el&tions and
networks benefit firms seeking financidgmerican Sociological Review4(4), 481-
505.

Uzzi, B. & Gillespie, J .J. (2002). Knowledge spillover in corporate finanoatgorks:
Embeddedness and the firm's debt performaBirategic Management Journ&3, 595-
618.

Veall, M. R. and K. F. Zimmerman. (1996). Pseudasieasures for some common limited
dependent variable modelgurnal of Economic Surveys0(3), 241-259.

Waldo, D. (1984)The administrative state: A study of the political theory of American public
administration2™ ed. New York, NY: Holmes & Meier Publishers.

Walker, D. M. (2007). United States Government Accountability Office, staielnyeDavid M.
Walker, Comptroller General of the United States, testimony bdfer€ammittee on
Budget, House of Representatives, 2(I7.century challenges: how performance
budgeting can helg).S. Government Printing Office: Washington D.C.

Walker, R. M. & Boyne, G. A. (2006). Public management reform and organizational
performance: An empirical assessment of the U.K. labour government’s peiviice
improvement strategyournal of Policy Analysis and Manageme2i(2), 371-393.

Walker, R. M. and Enticott, G. (2004). Using multiple informants in public administration:
Revisiting the managerial values and actions dehkternal of Public Administration
Research and Theqr¥4(3), 417-434.

Wall, T. D., Michie, J., Patterson, M., Wood, S. J., Sheehan, M., Clegg, C.W., & West, M.
(2004). On the validity of subjective measures of company perform@acsnnel
Psychology57(1), 95-118.

Waller, J. D., Kemp, D. M., Scanlon, J. W., Tolson, F., & Wholey, J. S. (1®@)itoring for
government agencie®/ashington, DC: The Urban Institute.

Wamsley, G. L. & Zald, M. N. (1973). The political economy of public organizat®ulslic
Administration Revien33(1), 62-73.

248



Wanat, J. (1974). Bases of budgetary incrementali$ra.American Political Science Review,
68(3), 1221-1228.

Wang, X. (2000). Performance measurement in budgeting: A study of countnigeves.
Public Budgeting and Finang@0(3), 102-118.

Wang, X. (2002). Assessing performance measurement impact: A studg.dochl
governmentsPublic Performance & Management Revj&8(1), 26-43.

Wang, X. & Berman, E. (2001). Hypotheses about performance measuremanties

findings from a surveylournal of Public Administration Research and Theddy3),
403-427.

Wanous, J. P. & Hudy, M. J. (2001). Single item reliability: A replication and egrtensi
Organizational Research Methqdq4), 361-375.

Wanous, J. P., Reichers, A. E., & Hudy, M. J. (1982). Overall job satisfaction: How good are
single indicators3ournal of Applied Psycholog®$2(2), 247-252.

Warner, M. E., (2003). Competition, cooperation and local governance. In Brown, D. &
Swanson, L. (Eds.E;hallenges for rural America in the twenty first cent(2$2- 262).
University Park, PA: Penn State University Press.

Waters, W. R. (1991/1992). Schumpeter the sociologist--A review afmtam for Social
Economics21(1), 51-58.

Weber, M. ([1922] 1968)conomy and society: An outline of interpretive social@yenther
R. & Wittich, C. (Eds.), New York, NY: Bedminster Press.

Weber, M. ([1922] 1978 Economy and society: An outline of interpretive sociol@penther
R. & Wittich, C. (Eds.), Berkeley, CA: University of California Pres

Weick, K. E. (1976). Educational organizations as loosely coupled sygtdmsistrative
Science Quarter|y21(1), 1-19.

Weick, K. E. (2000). Emergent change as a universal in organizations. InfVBe&&Nohria, N.
(Eds.),Breaking the code of changéambridge, MA: Harvard Business School Press.

Weick, K. E. (2001)Making sense of the organizatidiialden, MA: Blackwell Publishing.

Welton, B. F. (1912). The problem of securing efficiency in municipal lakamnals of the
American of Political and Social Sciencé.l (May), 103-114.

Wentzel, K. (2002). The influence of fairness perceptions and goal commitmernagers'
performance in a budget settifdghavioral Research in Accountinty, 247-272.

249



Whicker, M. L. (1992). An academician’s response towards a grander khegst.Public
Administration Reviey25(6), 601-603.

White, H. C. (1980). A heteroskedasticity-consistent covariance matirxa¢st and a direct test
for heteroskedasticit{zconometricad8, 817—830.

White, H. C. (1966)Notes on coupling-decouplinGambridge, MA: Harvard University, Social
Relations Department.

White, H. C. (1981). Where do markets come frgknrerican Journal of Sociolog$7(3), 517-
547.

White, H. C. (1992)ldentity and contrglastructural theory of social actiorfPrinceton, NJ:
Princeton University Press.

White, H. C. (2008)ldentity and control, how social formations emerganceton, NJ:
Princeton University Press.

White, J. (2001). In Swedlow, B. (EdAaron Wildavsky, budgeting and governing
Introduction by White, J. New Brunswick, CT: Transaction Publishers.

White, L. D. (1933)Trends in public administratiorNew York, NY: McGraw-Hill Book
Company.

Wildavsky, A. B. (1961). Political implications of budgetary refoRublic
Administration Reviey21(3), 183-190.

Wildavsky, A. B. (1964)Politics of the budgetary proce€8oston, MA: Little, Brown, and
Company.

Wildavsky, A. B. (1966). The political economy of efficiency: Cost-berefélysis, systems
analysis, and program budgetifyblic Administration Review26(4), 292-310.

Wildavsky, A. B. (1978). A budget for all seasons? Why the traditional bualgstRublic
Administration Revien38(6), 501-509.

Wildavsky, A. B. (1979)The politics of the budgetary proceB®oston, M.A.: Little, Brown.

Wildavsky, A. B. (1986)Budgeting: A comparative theory of budgetary proceddew
Brunswick, NJ: Transaction Books.

Wildavsky, A. B. (1988). A cultural theory of budgetingternational Journal of Public
Administration 11(6), 651-677.

Wildavsky, A. B. (1989a). The political economy of efficiency has not cliyrige the world
has and so haveRublic Budgeting and Financial Managemeb(l), 43-53.

250



Wildavsky, A. B. (1989b)Craftways: On the organization of scholarly woNew Brunswick,
NJ: Transaction Publishers.

Wildavsky, A. B. (2001). In Swedlow, B. (EdAaron Wildavsky, budgeting and governing
Introduction by White, J. New Brunswick, CT: Transaction Publishers

Wildavsky, A. B. & Caiden, N. (1997The new politics of the budgetary proce®$ed. New
York, NY: Longman.

Wildavsky, A. B. & Caiden, N. (2004T.he new politics of the budgetary processed. New
York, NY: Pearson/Longman.

Williams, D. (2003). Measuring government in the early twentieth cerfourtylic
Administration Review63(6), 643- 659.

Williams, J. J., Macintosh, N. B., & Moore, J. C. (1990). Budget-related behavior i publ
sector organizations: Some empirical evideAoeounting, Organizations and Society
15(3), 221-46.

Williams, L. J., Cote, J. A. and Buckley, M. R. (1989). Lack of method variance irepetted
affect and perceptions at work: Reality or artifald@rnal of Applied Psychology4,
462-468.

Williams, R. (1976)Keywords: A vocabulary of culture and society (revised editidajv
York, NY: Oxford University Press.

Williams, R. L. (2000). A note on robust variance estimation for cluster-ctadetata.
Biometrics56, 645—-646.

Williamson, O. E. (1975). Markets and hierarchies: Analysis and anti-trustatiphs. New
York, NY: Free Press.

Williamson, O. E. (1979). Transaction costs economics: The governance aictaaltrelations.
Journal of Law andconomics, 22(2), 233-261.

Williamson, O. E. (1981). The economics of organizatimerican Journal of Sociolog$7(3),
548-77.

Williamson, O. E. (1985)The economic institutions of capitalishew York, NY: Free Press.
Williamson, O. & Ouchi, W. (1981). The markets and hierarchies and visible hanegensp
In Van de Van, A. & Joyce, W. (EdsBerspectives on organizational design and

behavior(347-370). New York, NY: Wiley.

Willoughby, W. F. (1918)The movement for budgetary reform in the statiesv York, NY: D.
Appleton and Company.

251



Willoughby, K.G. (2004). Performance measurement and budget balancing: Statergoue
perspectivePublic Budgeting and Finan¢@4 (2), 21-39.

Willoughby, K. G., & Melkers, J. E. (2000). Implementing PBB: Conflicting viewsumfcess.
Public Budgeting and Finang@0(1), 105-20.

Willoughby, K. G., & Melkers, J. E. (2001). Assessing the impact of performangetigt A
survey of American state&overnment Finance Reviet7(2), 25-30.

Wilson, J. Q. (1989Bureaucracy: What government Agencies do and why theyNewit.
York, NY: Basic Books, Inc.

Wilson, W. ([1887], 1941). The study of administratiBojitical Science Quarterly2, 197-222,
55: 481-506.

Winnie, R. E. & Hatry, H. P. (1972Managing the effectiveness of local government services:
Local transportationWashington D.C.: Urban Institute.

Wofford, J. C., Goodwin, V. L., & Premack, S. (1982). Meta-analysis of the antecedents of
personal goal level and of the antecedents and consequences of goal cartamitme
Journal of Managemeni8(3), 595-615.

Wolinsky, A. (1996). A strategic model of social and economic netwddkgnal of Economic
Theory 71(1), 44-74.

Wood, B. D. & Waterman, R. W. (1991). The dynamics of political control of the buseguc
American Political Science Revig8b, 801-828.

Wood, B. D. & Waterman, R. W. (1993). The dynamics of political-bureaucratic &dapta
American Journal of Political Sciencg&7, 497-528.

Wood, B. D. & Waterman, R. W. (19948ureaucratic dynamics: The role of a bureaucracy in a
democracyBoulder, CO: Westview Press.

Woolcock, M. (1998). Social capital and economic development: Toward a theagtitadsis
and policy frameworkTheory and Societp7(2), 151-208.

Woolridge , J.M. (2006)ntroductory economics3® ed. Mason, OH: Thomson South-Western.

Wright, B. E. (2007). Public service motivation: Does mission maRabhic Administration
Review 67(1), 54-64.

Wright, B. E. & Pandey, S. K. (2008). Public service motivation and the assumption of person

organization fit: Testing the mediating effect of value congruehaministration and
Society, 40(2), 502-521.

252



Wrong, D. (1961). The oversocialized conception of man in modern socidowgrican
Sociological Review26(2), 183-193.

Yang, K. (2009). Examining perceived honest performance reporting by public atyzmsz
Bureaucratic politics and organizational practimmirnal of Public Administration
Research and Theqr29(2), 191-216.

Yang, K. & Holzer, M. (2006). The performance-trust link: Implications for perémce
measuremenkublic Administration Reviev66(1), 114-126.

Yang, K. & Pandey, S. K. (2009). How do perceived political environment and administrative
reform affect employee commitmerd@urnal of Public Administration Research and
Theory 19(2), 335-360.

Youndt, M. A,, Snell, S. A, Dean, J. W., & Lepak, D. P. (1996). Human resource management
manufacturing strategy, and firm performanteademy of Management Journa9 (4),
836-66.

Zammuto, R. F. & Krakower, J. Y. (1991) Qualitative and quantitative studies of naganal
culture.Research in Organizational Change and Developnterg@3-114.

Zafirovsky, M. (1999). Economic sociology in retrospect and prospect: In seatshdantity
within economics and sociolog&merican Journal of Economic Sociolo&g(4), 583-
627.

Zafirovsky, M. (2001)Exchange, action, and social structure: Elements of economic sogiolog
Westport CT: Greenwood Press.

Zafirovsky, M. (2003)Markets and society: two theoretical framewoMgestport, CT: Praeger.
Zafirovski, M. & Levine, B. (1997). The agenda of economic sociology reformulated: The
interface between economics and socioldgye American Journal of Economics and

Sociology56 (3), 265-285.

Zelizer, V. A. (1988). Beyond the polemics of the market: Establishing aeticadrand
empirical agend&ociological Forum3(4), 614-634.

Zucker. L. G. (1986). Production of trust: Institutional sources of economic seut8#40-
1920, In Cummings, L. L., & Staw, B. (EdResearch in organizational behavi@5s-
111), vol. 8. Greenwich, CT: JAI.

Zucker. L. G. (1987). Institutional theories of organizatidnnual Review of Sociology3, 443-
464.

253



Zukin, S., & DiMaggio P. (1990). Introduction. In Zukin, S. & DiMaggio, P. (Ec&ctures
of capital The social organization of the econo(iy36). New York, NY: Cambridge
University Press.

254



Appendix A — Graphic Representations of Table 5.6, Predicted Probabilities
Figure A.1. Performance Probabilities for Low Information Sharing
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Figure A.2. Performance Probabilities for Average Information Sharing
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Figure A.3. Performance Probabilities for High Information Sharing
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Figure A.4. Performance Probabilities for Low Trust — Role Clarity
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Figure A.5. Performance Probabilities for Average Trust — Role Clarity
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Figure A.6. Performance Probabilities for High Trust — Role Clarity
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Figure A.7. Performance Probabilities for Low Trust — Value Congruence
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Figure A.8. Performance Probabilities for Average Trust — Value Congruenc
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Figure A.9. Performance Probabilities for Average Trust — Value Congruenc
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Appendix B — Detailed Multi-step Mediated and Moderated Logit Regressions
Information Sharing

Step 1 for Mediated Information Sharing

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449 / 1.05895 1.13526
Budgeting 0.393
Step 2 for Mediated Information Sharing
Performance Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) Zavoina's R?/ | Interval]
Count R?
Information 1.065 | 4.09 0.00 249.69 0.209/ 1.03387 1.09911
Sharing 0.140
Step 3 for Mediated Information Sharing
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) | Zavoina's R?/ | Interval]
Count R?
Performance 1.081 4.39 0.00 493.02 0.474 ] 1.04442 1.12043
Budgeting 0.405
Information 1.115 6.56 0.00 1.07956 1.15232
Sharing
Step 1 for Moderated Information Sharing
Organizational Odds z-Score P> |z Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) Zavoina's R?/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Moderated Information Sharing
Organizational Odds z-Score P> |z Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) Zavoina's R?/ Interval]
Count R?
Performance 0.910 -1.04 0.30 513.15 0.475/ .762503 1.08612
Budgeting 0.411
Information 1.001 0.12 0.905 901478 1.12428
Sharing
Interaction 1.001 1.96 0.050 1.00001 1.01661
Variable
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Vertical Information Sharing

Step 1 for Mediated Vertical Information Sharing

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R%/ | Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Mediated Vertical Information Sharing
Performance Odds | z-Score P> |z| Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) | Zavoina's R?/ | Interval]
Count R?
Vertical 1.12 4.08 0.00 255.92 0.211/ 1.06036  1.18193
Information 0.145
Sharing
Step 3 for Mediated Vertical Information Sharing
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) | Zavoina's R?/ | Interval]
Count R?
Performance 1.083 | 4.49 0.00 458.69 0.466 / 1.04618 1.12199
Budgeting 0.404
Vertical 1.157 | 5.46 0.00 1.09825 1.2196
Information
Sharing
Step 1 for Moderated Vertical Information Sharing
Organizational Odds | z-Score P>]z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R?/ | Interval]
Count R?
Performance 1.096 | 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Moderated Vertical Information Sharing
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) | Zavoina's R?/ | Interval]
Count R?
Performance 0.972 -0.42 0.675 472.75 0.466 / .851605 1.10955
Budgeting 0.411
Vertical 1.013 | 0.16 0.870 901478 1.1242
Information
Sharing
Interaction 1.011 | 1.69 0.092 998261 1.0234
Variable
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Horizontal Information Sharing

Step 1 for Mediated Horizontal Information Sharing

34

P2

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05896 1.13526
Budgeting 0.393
Step 2 for Mediated Horizontal Information Sharing
Performance Odds | z-Score P> |z| Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Horizontal 1.064 | 2.49 0.013 232.38 0.200/ 1.01323 1.1162¢
Information 0.137
Sharing
Step 3 for Mediated Horizontal Information Sharing
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) | Zavoina's R/ Interval]
Count R?
Performance 1.089 4.79 0.00 495.03 0.465/ 1.05211 1.12894
Budgeting 0.404
Horizontal 1.151 5.30 0.00 1.09263 1.212
Information
Sharing
Step 1 for Moderated Horizontal Information Sharing
Organizational Odds | z-Score P>]z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Moderated Horizontal Information Sharing
Organizational Odds z-Score P> |z Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) Zavoina's R?/ Interval]
Count R?
Performance 0.932 -0.91 0.362 518.44 0.467 / .800769 1.08447
Budgeting 0.401
Horizontal 0.963 -0.40 0.687 .803255 1.155
Information
Sharing
Interaction 1.015 2.07 0.038 1.00077 1.028
Variable
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Trust (Role Clarity)

Step 1 for Mediated Trust (Role Clarity)

34

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 | 5.19 0.00 428.65 0.449/ 1.05895 1.13524
Budgeting 0.393
Step 2 for Mediated Trust (Role Clarity)
Performance Odds | z-Score P> |z| Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Trust (Role 1.132 | 4.66 0.000 258.98 0.214/ 1.07425 1.1922(
Clarity) 0.147
Step 3 for Mediated Trust (Role Clarity)
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) | Zavoina's R/ Interval]
Count R?
Performance 1.090 | 4.98 0.00 426.30 0.455/ 1.05366 1.1275%
Budgeting 0.410
Trust (Role 1.086 | 2.83 0.01 1.09263 1.212
Clarity)
Step 1 for Moderated Trust (Role Clarity)
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 | 5.19 0.00 428.65 0.449/ 1.05895 1.1352€
Budgeting 0.393
Step 2 for Moderated Trust (Role Clarity)
Organizational Odds | z-Score P>]z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) | Zavoina's R/ Interval]
Count R?
Performance 0.898 | -1.44 0.149 493.82 0.457/ .776684 1.0389¢
Budgeting 0.409
Trust (Role 0.905 | -1.37 0.170 784073 1.043
Clarity)
Interaction 1.016 2.71 0.001 1.00443 1.028
Variable
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267



Trust (Values)

Step 1 for Mediated Trust (Values)

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Mediated Trust (Values)
Performance Odds | z-Score P> |z| Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) | Zavoina's R?/ Interval]
Count R?
Trust (Values) 1.096 | 2.02 0.044 232.49 0.199/ 1.00256 1.19794
0.146
Step 3 for Mediated Trust (Values)
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) | Zavoina's R/ Interval]
Count R?
Performance 1.090 | 4.93 0.00 473.66 0.476 / 1.05313 1.1275(
Budgeting 0.405
Trust (Values) 1.356 | 6.28 0.00 1.23393 1.883
Step 1 for Moderated Trust (Values)
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Moderated Trust (Values)
Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) | Zavoina's R/ Interval]
Count R?
Performance 0.809 | -151 0.131 487.49 0.479/ .614893 1.06498
Budgeting 0.412
Trust (Values) 1.070 | 0.62 0.538 .863181 K82
Interaction 1.016 | 2.13 0.033 1.00169 1.04214
Variable
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Trust (Political Support)

Step 1 for Mediated Trust (Political Support)

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]

Count R?
Performance 1.096 5.19 0.00 428.65 0.449/ 1.05895 1.13524
Budgeting 0.393

Step 2 for Mediated Trust (Political Support)

Performance Odds | z-Score P> |z| Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) | Zavoina's R/ Interval]

Count R?
Trust (Political 1.019 | 0.93 0.355 230.42 0.197/ 978686 1.06194
Support)

Step 3 for Mediated Trust (Political Support)
Not required, Trust (Political Support) was not significant in Step 2

Step 1 for Moderated Trust (Political Support)

Organizational Odds | z-Score P >|z|| Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) Zavoina's R/ Interval]

Count R?
Performance 1.096 | 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393

Step 2 for Moderated Trust (Political Support)

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) | Zavoina's R/ Interval]

Count R?
Performance 1.005 | 0.11 0.913 469.96 0.463/ .908455 1.1133%
Budgeting 0.404
Trust (Political 0.999 | -0.01 0.996 .883907 1.13059
Support)
Interaction 1.009 1.77 0.078 999061 1.01810
Variable
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Budget Decentralization

Step 1 for Mediated Budget Decentralization

14

26

Organizational Odds | z-Score P>|z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 5.19 0.000 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Mediated Budget Decentralization
Performance Odds | z-Score P>z | Wald Chi McKelvey & [95% Conf.
Budgeting Ratio Squared (12) Zavoina's R/ Interval]
Count R?
Budget 1.150 | 4.82 0.000 | 238.63 0.215/ 1.08540 1.21421
Decentralization 0.149
Step 3 for Mediated Budget Decentralization
Organizational Odds | z-Score P>|z|| Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (13) Zavoina's R/ Interval]
Count R?
Performance 1.089 | 4.90 0.000 442.25 0.458 / 1.05246 1.12669
Budgeting 0.410
Budget 1.123 | 3.46 0.001 1.05146 1.199
Decentralization
Step 1 for Moderated Budget Decentralization
Organizational Odds | z-Score P>]z| | Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (12) | Zavoina's R/ Interval]
Count R?
Performance 1.096 | 5.19 0.00 428.65 0.449/ 1.05895 1.13526
Budgeting 0.393
Step 2 for Moderated Budget Decentralization
Organizational Odds | z-Score P>|z|| Wald Chi McKelvey & [95% Conf.
Effectiveness Ratio Squared (14) Zavoina's R/ Interval]
Count R?
Performance 0.809 | 0.27 0.787 447.01 0.458 / .889305 1.16758
Budgeting 0.410
Budget 1.030 | 0.30 0.764 .850061 1.24744
Decentralization
Interaction 1.007 | 0.96 0.336 992516 1.022
Variable
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