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ABSTRACT

The weakening of public accountability in the public sector, observed after the New
Public Management reforms in the late 1980s, raises concern about the merit and
effectiveness of local government reforms in the early twenty-first century. The present
study gives a contextual account of experience in replacing output-based performance
measures with outcome-oriented performance measures in a New Zealand local council.
A major purpose is to improve understandings of how institutional pressures affect actors
in the public sector. We explore change at Christchurch City Council using the lens of the
six-stage model of institutional change proposed by Greenwood et al. (2002). Responses
from semi-structured interviews with four managers and a city councillor suggest that the
less definable the outputs and/or outcomes of activities are, the harder it becomes for
actors conform to new organisational practices. A strong finding is that processes of
community consultation lead managers to be more people-oriented, and reduce
information asymmetry between managers and councillors.



1. INTRODUCTION

New Public Management (NPM) is a global phenomenon, in which reforms seek to
reduce the differences between public and private sector activities. NPM reforms have
had the effect of moving the public sector from input-oriented activities to result-oriented
activities (Demirag and Khadaroo, 2008; Guthrie et al., 1999). NPM stresses the
importance of "competition, contracting, networks, devolution, delegation, and
performance management” (Demirag and Khadaroo, 2008, p. 455). In New Zealand
(NZ), NPM reforms have occurred in both layers of government — central and local
government.

Embrace of a NPM mentality has renewed interest in performance measurement
techniques (Johansson and Siverbo, 2009). Proponents of NPM reforms have emphasised
quantification in the new performance measurement systems that have been deemed
essential in achieving the NPM objective of becoming a result-oriented public sector.
This has lead to strong support of output-based performance measurement systems
(Jacobs, 1998; Pallot, 2003). Nonetheless, Pallot (1999) has questioned the rationality of
importing private sector practices into the public sector, especially at a time when the
private sector was moving away from reporting solely in terms of economic measures.

Output-based performance measurement systems are alleged to have led to a
deterioration in accountability in the public sector (Humphrey et al., 1993; Sinclair, 1995;
Guthrie et al., 1999; Jacobs, 2000; Pallot, 2003), and to have enabled responsibility to be
shirked by public sector organisation managers (Guthrie et al., 1999). As such adverse
effects of output-oriented measures became evident, calls were made to revamp
performance measurement systems in the public sector (Harman, 1993). Such calls have
led to a gradual shift from output-based performance measurement systems to outcome-
oriented ones (Lonti and Gregory, 2007).

There are strong and legitimate concerns that public sector organisations in NZ are
making merely superficial changes to meet regulations and to satisfy political superiors.
These concerns have been expressed by the NZ Auditor-General:

Overall, the poor guality of non-financial performance reporting by public
entities is disappointing. It needs to improve significantly to allow
Parliament and the public to hold public entities accountable for their use
of taxes and rates and for the effectiveness of their service delivery (Office
of the Auditor-General, 2008, p. 3).

Such concerns accord with institutional theory (Meyer and Rowan, 1977), which suggests
that organisations adopt new or popular practices for legitimacy-seeking purposes.

Although there is extensive research on NPM reforms in the NZ central government
(Jacobs, 1998; Pallot, 2003; Lonti and Gregory, 2007), relatively little research has
focused on local government. This is surprising considering that NZ local councils have
significant responsibilities for the provision of public sector services, including in



transportation, water supply, refuse collection, cultural facilities, and learning services.
Moreover, no research appears to have examined the effects of the shift in performance
measurement policy, either at central or local government level. Lonti and Gregory (2007,
p. 481) commented that "it will be interesting to see the extent to which the current
strategy of 'managing for outcomes' is associated with changing patterns of output
classes, given that there is now more statutory flexibility available to departments in the
collaborative pursuit of policy outcomes."

The present study aims to provide preliminary contextual insights to the implications of
the shift to an outcome-based performance measurement system in the NZ public sector,
specifically, at the local government level. The study also responds to Johnsen et al.'s
(2001) call to include politicians in research examining the relations between use of
performance information and accountability. A likely benefit of such inclusion, as here, is
to produce more comparative and descriptive studies of local government.

Aims

Performance measurement serves as a form of organisational control, regardless of
whether the organisation is in the for-profit, public or non-profit sector. Child (1984, p.
136) argues that "control in an organisation is not simply a process in which everyone
shares the same goal ...; it is also a process in which there is resistance and counter-
control in pursuit of conflicting objectives." This is especially so in local government,
which serves a wide range of stakeholders and faces possible misaligned priorities
between politicians and managers due to differences in responsibilities and parties to
whom they are accountable (Umashev and Willett, 2008).

Performance measurement reform at the local government level in NZ has been mandated
through legislation. It has not been brought about willingly and without resistance. Using
DiMaggio and Powell’s (1983) arguments based on institutional theory, legislative
changes could be viewed as local councils adopting new performance measurement
systems for symbolic purposes: that is, to indicate that the council is well managed in
order to gain legitimacy and access to resources.Empirical research has shown that
community consultation can improve the performance and accountability of local
councils. For example, Corrigan and Joyce (1997) found the local councils that received
substantial community input during planning stages were able to achieve outcomes which
were more congruent with community expectations.

Three specific research questions are explored. First, how has change from an
output-oriented to an outcome-oriented performance measurement system
become institutionalised in the Christchurch City Council? Second, what are the
factors underlying changes in the behaviour of actors in the Christchurch City
Council? Third, how influential is community consultation in the decision-
making process?



2. LITERATURE AND ANALYTICAL FRAMEWORK

Performance Measurement Systems and Accountability

Due to the adoption of NPM practices by governments worldwide (Hood, 1995),
performance measurement has been a highly researched field in the public sector over the
past decade (Modell, 2009; van Helden, 2005; Broadbent and Guthrie, 2008). Issues of
accountability and governance have been the most prominent concerns (Broadbent and
Guthrie, 2008).Researchers have argued that performance measurement in the public
sector is linked closely to accountability (Sinclair, 1995; Guthrie and English, 1997,
Kloot and Martin, 2000). Although accountability is a highly sought after quality in the
public sector, how to define accountability and understand how accountability is provided
,remain unresolved (Sinclair, 1995). In its simplest form, accountability involves a
relationship in which people to whom power is delegated provide accounts and take
responsibility for their conduct (Sinclair, 1995).

From a theoretical perspective, performance measurement systems have strong potential
to improve accountability in the public sector. Through an effective performance
measurement system, elected representatives would be able to obtain information on the
quantity and quality of the services provided to their constituents in order to meet
political promises and demands from higher executives. Reporting on activities and
accomplishments (i.e., subjecting the information to public scrutiny) would also make the
processes more transparent. This could increase stakeholders' trust and confidence,
leading to increased public support and legitimacy for the public organisation (Sanger,
2008).

However, in practice, findings have indicated consistently that performance measurement
systems (particularly output-oriented systems) have adverse consequences for democracy
and accountability. Since output-oriented performance measurement systems have been
implemented, the public sector has become more concerned with financial management
techniques and measurement processes, than with the context in which performance
measurement systems operate (Bowerman, 1995; Guthrie et al., 1999; Kloot and Martin,
2000; Liu, 2009; Verbeeten, 2008). Instead of "what should we measure?”, the question
has become "what can we measure?" This finding is consistent across different countries
with different cultures and with different degrees of NPM and performance measurement
reform (e.g., Bowerman, 1995, in the UK; Guthrie et al., 1999, in Australia; Pallot, 2003,
in N2).

One explanation for the paradoxical effect of output-oriented performance measurement
systems with regard to accountability is that different parties interpret accountability
differently (Pallot, 2003). For the purpose of this study, two views of accountability are
examined: managerial accountability and public accountability.

Under managerial accountability, the terms “accountability” and “efficiency” are
interchangeable. Accountability is "merely one of a collection of instruments (along with
devolved management, contracts, incentives, private sector technologies and so forth)
used to promote efficiency” (Pallot, 2003, p. 134). From an economic-rational



perspective, an output-oriented performance measurement system can greatly enhance
accountability as it leads to improved efficiency (Verbeeten, 2008).

Public accountability "is not just a means to an end, but has fundamental constitutional
significance in itself" (Pallot, 2003, p.135). Factors other than efficiency, such as
"effectiveness of outcomes, social justice, legality, legitimacy and probity"”, must be
taken into consideration (Pallot, 2003, p.135). From a long-term or democratic
perspective, an output-oriented performance measurement system is ineffective because
of its overemphasis on measurability, short-term results and indirect encouragement of
gaming behaviour (Verbeeten, 2008).

Analytical Framework

The theoretical framework used in this paper is Greenwood et al.’s (2002) six-stage
theory of institutional change.Greenwood et al. (2002, p. 60) argue that research based on
neo-institutional sociology has given insufficient attention to "conceptualizing and
specifying the processes that move innovations” beyond the implementation of change.
They stressed that a good understanding of the process is essential in explaining how and
why changes occur. They developed a six-stage model for analysing institutional change.

Stage | is initiated by events or jolts that create a disturbance in the established practices
of an organisation. These jolts could be social, technological or regulatory changes. They
lead to Stage Il, in which there are changes in the actors within the organisation, such as
the introduction of new actors or the ascendance of existing actors. Stage Il happens
when the new actors or changes in existing actors bring about new ideas and innovation
that deconstruct existing practices to allow for the possibility of change. In Stage IV, two
important events occur: the specification of a failing of the previous practices; and the
justification of the new system as the solution to the problem. Stage V takes place if the
actors within the organisation accept the justification for the new practice. If the diffusion
of the new practice leads to social consensus among actors regarding its practicality, this
increases diffusion in the organisation. In Stage 6, the new practice becomes embedded in
the culture of the organisation, becomes taken for granted, and is seen as a "natural and
appropriate arrangement” (Greenwood et al., 2002, p. 61).

This six-stage institutional change model is used as the analytical frame in this paper. The
model is particularly useful in determining whether changes were superficial or whether
they were institutionalised (that is, had reached Stage VI).

3. RESEARCH METHOD

Public sector organisations are required to satisfy a wide range of stakeholders who have
different objectives and priorities (Sanger, 2008). This is in contrast with the private
sector, whose primary objective is to achieve financial success. Therefore, the rational
process approach applied by positivist researchers is unable to fully account for
contextual factors involved in the operations of the public sector (Umashev and Willett,
2008). Llewellyn (1998) also argues that research should not focus solely on



demonstrating the development of events, but also focus on explaining the events in a
particular context. Therefore, a case study design is used here to examine the contextual
issues surrounding the practical implementation of performance indicators, and how they
affect behaviours in a local council.

Christchurch City Council (CCC) was chosen as the research site. Christchurch is the
largest city in the South Island of NZ and third largest urban area of NZ. In 2008 it had
1559 employees, operating revenue of $NZ 399 million, a land area of 1,610 square
kilometres, and a “usually resident population of 348,435 (retrieved from
http://www.localcouncils.govt.nz/lgip.nsf/wpg_URL/Councils-A-Z-Councils-
Christchurch-City-Council-Main?OpenDocument, on May 19, 2010). The interviewees
were all senior council managers, with one exception (a research analyst).

The study did not include all departments of the CCC. Further, the job tenure of the
managers interviewed ranged from eleven months to four years. Consequently, the
interviewer may not have captured all the changes since the LGA 2002 was passed. The
findings are not generalisable to all local councils.

The main source of empirical data was semi-structured, open-ended interviews. The five
interviewees were a local councillor, the manager of planning and performance, and three
unit managers from different departments. Interviews ranged from 40 minutes to an hour
each.

Past research on performance measurement changes indicates that the tasks performed by
interviewees influences their behaviour (Carlin and Guthrie, 2003; Lonti and Gregory,
2007). Alford and Baird (1997) show that high-volume, routine processing activities with
single products have stable "performance information elements” over time and there is a
reasonably high level of stakeholder consensus; activities with opposite task
characteristics face a more unstable political environment with a higher rate of change in
performance information elements. Therefore the departments selected were based on
their task properties, as classified by Wilson (1989) (see Figure 1).

The dimension "observable outcomes™ relates to the level of difficulty in defining or
measuring results. The dimension "observable outputs” relates to the level of difficulty in
defining or measuring the process. The four types of department sampled were: waste
collection and minimization (production), community support (procedural), water supply
(craft) and city development (coping).
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Figure 1: Types of Public Sector Organisations
(from Wilson, 1989, pp. 158-171)

All interviews were recorded, transcribed fully, and coded for underlying themes. The
coding acknowledged two important characteristics of language use (Llewellyn, 1998).
First, was the role of discourse. This was because managers often engage in debates with
others when implementing new changes. Llewellyn (1998) argues that the motivation of
managers is to influence and convince people to accept changes through their
explanations. Second, was the importance of context in understanding the words used.
The meaning of words is bounded explicitly by the context in which words are situated
(Llewellyn, 1998).

There are limitations in using interviews. Interviewees might encounter recall problems
or be affected by "social desirability or ‘party-line’ motivations” (McKinnon, 1988,
p.43). To minimise these effects, alternative sources of evidence were examined,
including the council's activity management plan, annual report, 2009-2019 Long Term
Community Council Plan (LTCCP), draft report and final report (CCC, 2008a,b,
2009a,b), as well as relevant legislation and commentary.

4. FINDINGS

NPM in NZ Local Government

NPM reforms at local government level in NZ were introduced in the Local Government
Amendment Act (No 2) 1989. This Act was described by Pallot (2001, p.1) as “the most
radical restructuring of local government, its finances and its relationship with citizens
since... 1876." As well as separating politics from management, separating policies from
regulatory, commercial and non-commercial operations, and shifting to output-based
performance measurement systems (McCulloch and Ball, 1992), the reforms required
local councils to consult with local communities about their plans and performance
(Pallot, 2001).



Additionally, the Local Government Amendment Act (No 2) 1989 required financial and
performance reports to be produced to be produced (Pallot, 2003). Definitions of
performance indicators were provided. "Inputs were defined as the resources used in
producing outputs; outputs as the goods and services produced by departments; and
outcomes as the effect of governmental outputs ... on communities and society" (Lonti
and Gregory, 2007, p. 469). For performance reporting purposes, the use of outputs was
encouraged strongly and consequently, was applied widely across a range of services
(Lonti and Gregory, 2007; Pallot, 2003). Output was preferred over outcomes because
usually there is no clear relation between the causes and the achievement of outcomes.
The proponents of the reforms argued that managers should be held accountable for
results that are within their control.

However, the strong emphasis on output-oriented reporting created incentives for
managers to give priority to measurability over relevance. Moreover, the disparity
between the use of outcome and output meant that outputs were detached from outcomes,
and that short-term success could be achieved at the expense of long-term wellbeing.
Subsequently, this led to managerial accountability dominating over public accountability
in the public sector (Lonti and Gregory, 2007; Pallot, 1999, 2003; Fisher and Downes,
2008). Another type of reaction was observed too: some councils opted for a people-
oriented approach, in the belief that promoting citizen participation would build a
stronger commitment to the long-term improvement of the services provided (Kloot and
Martin, 2000). In this case, public accountability was still the primary focus (Pallot,
2001).

Stage I: The jJolt in Local Government

At the turn of the 21st century, a policy shift in the NZ public sector led to a round of
reforms that focused on "managing for outcomes.” Economic-rationalism was abandoned
in favour of a combination of intuitive and rationalist approaches (Pallot, 1999; Lonti and
Gregory, 2007). According to Pallot (1999), overemphasis on output in the previous
system was not a weakness, but part of the process of re-establishing and deeply
embedding organisational culture and installing the necessary mechanisms to develop and
sustain a system that was more capable of handling the reporting of outcomes. Thus,
another round of reforms was required to move from solely managerial accountability to
include public accountability.

At the local government level, there were three major pieces of legislation: the Local
Electoral Act 2001, the Local Government (Rating) Act 2002 and the Local Government
Act 2002 (hereafter referred to as LGA 2002). These Acts were passed to counter the
overemphasis on short-term planning, to strengthen accountability, and to encourage
long-term planning and decision-making in local councils. The concept of community
participation was introduced during the local government reforms in the late 1980s. This
concept was further emphasized in the LGA 2002 (Pallot, 2001). The mandatory
requirement for local councils to prepare a Long-Term Council Community Plan
(LTCCP) every three years was a critical element of the LGA 2002. The aims of the
LTCCP are to provide a long term focus for the decisions and activities of local
authorities, to coordinate the resources and decision-making of the local authority, and to



provide a mechanism whereby local authorities could be held accountable by
communities.

The LTCCP is a key strategic planning document for local governments in NZ. It
contains plans for community outcomes and activities that a local council intends to
provide over a minimum ten-year period. Councils are required to publish a draft version
of the report, including details of how they plan to achieve the community outcomes
identified. This draft plan is subject to the scrutiny of local communities who can make
submissions and recommend changes to the proposed services. Local councillors
consider public submissions and decide whether to make amendments before publishing
the LTCCP. Local councils are obliged to set their rates based on the level of services
stated in the LTCCP. The LTCCP is audited by the Office of the Auditor General.

The passage of the LGA 2002 created a disturbance to the established practices of local
councils (Stage 1 of Greenwood et al.”’s (2002) model). This jolt led to the emergence of
new actors and changes in the organisational structure of the CCC.

Stage II: Implications of the Jolt

The mandatory requirement to prepare a LTCCP has the potential to influence the
operation of local government authorities in NZ significantly. The legislative backing of
the LTCCP is an important factor. The manager of planning and performance commented
that:

At a technical level, the LTCCP and the Local Government Act offer
performance measurement a big step-up in New Zealand, compared to
other countries. A lot of my work has been in different countries, USA,
UK, Europe and South Africa as well as Australia. Performance
measurement in those countries is very difficult ... because of a lack of
support of legislation ... whereas New Zealand is ... leading the charge on
this by putting structure around what local government does for
performance measurement, specifically through the long-term council
community planning process.

The LTCCP must contain an audit report that indicates "the extent to which the forecast
information and performance measures provide an appropriate framework for [report
users to make a] meaningful assessment of the actual levels of service provision" (LGA
2002, s94(1) (c)). The Office of the Auditor-General (OAG) has a strong influence during
and after the process of preparing the LTCCP. According to an interviewee, the OAG can
"at the extreme, qualify the LTCCP and even suggest to the government that there is
maladministration in the council." A council can be penalised heavily if it does not put
sufficient effort into the preparation of an LTCCP.

The impact of the LGA 2002 has been significant for CCC. Managing a budget of almost
$NZ 400 million at the CCC was a complex task. This complexity was compounded by
the requirement to prepare the LTCCP with forward projections over ten years. To cope
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with these complex issues, the position of the manager of planning and performance was
created in the council in 2005. The two main responsibilities of this position were:

... first ... the planning stream, which means managing the long-term
community planning process, the big planning process for the council,
setting plans and budgets for the next ten years... and in between times,
the monitoring of performance, the announcement of performance and the
correction of shortfalls in what we promised in those plans, whether it be
financial or non-financial. So that means reporting on performance
management.

The manager of planning and performance also plays an indirect role as an internal
auditor of LTCCP reporting. During the external auditing process, the OAG mainly deals
with him and has limited interactions with other unit managers in the council.

We don’t tell the units what they must measure, but we do act as a filter
and have a number of steps in the middle to ensure that when the KPIs
[key performance indicators] get to council, [they've] been signed off by
Corporate Performance, the accountant, the general manager of the
department and the CEO... so that [they] accurately describe what needs
to be managed and they have been set at an appropriate level using the
benchmarks.

The above examples are evidence that the conditions for Stage Il of Greenwood et al.'s
(2002) model have been satisfied: a new "player” with an influential role has emerged.
However, this change could also be interpreted as an isomorphic reaction by the council
to the implementation of LTCCP. For example, one of the main responsibilities of the
new manager is to liaise with the OAG. This could be regarded as decoupling, which
Power (1997, p.96) has stated is "one prima facie sign of decoupling is the creation and
enhancement of organisational sub-units explicitly to manage the external audit process."
Furthermore, according to the manager of planning and performance, it is not a typical
role found in most local councils in NZ, with the exceptions of Auckland and Wellington
(the two largest cities in the North Island). Thus, this position created high potential for
decoupling LTCCP activities from the normal operations of the council.

Stage III: Innovations

Community participation plays a significant role in achieving the goals of the LTCCP
(LGA 2002, schedule 10). Councils are required to identify community outcomes through
public consultation. Community outcomes are what the local community thinks are
essential to their current and future social, economic, environmental or cultural well-
being (LGA 2002, s5). Thus, participation by all of the stakeholders affected is
encouraged and facilitated.

Managers are then required to show that the services reported in the LTCCP contribute to
the achievement of the community outcomes identified. Outcomes, unlike outputs, are
less subject to narrow definitions. While the inherent ambiguity of outcomes can

11



confound determination of whether an objective has been achieved (or who should be
held accountable if the objective was not achieved), it is this quality that enables long-
term planning. The following were community outcomes identified and reported by the
CCC in its 2009-2012 LTCCP report: safety; inclusive and diverse communities; people
who value and protect the natural environment; good government; prosperity; health;
recreation, fun and creativity; lifelong learning; and attractiveness and good design.

Councils are also required to consult with the public concerning the level of services to
be included in the LTCCP. This type of community participation allows the public a
larger say in the operations of their councils. Managers seemed optimistic about the
process. They argued that the public consultation process (public submissions and
hearings) is the sole purpose for issuing the LTCCP draft to the public before publishing
the report. However, the councillor interviewed disagreed:

It is quite difficult to have changes in the public hearing [process]. The
draft has almost been set, you have rate levels, and you've got the sort of
activity levels. There were some changes, but if people really want to get
change, they probably need to do it before the draft plan.

Another difficulty in the consultation process relates to the political structure of the
council. To make changes (specifically by including additional services that are not
provided initially) funding has to come from another source, either through raising rates
or reducing other services. The councillor interviewed remarked that obtaining consensus
on either option is very difficult in the council, even when one is part of the majority
political party in the council.

What it means is that the council can’t effect change as easily as the public
think they can or councillors might like... it's probably become more of a
straitjacket than | thought it was going to be... Has [the LTCCP] become
what they [the legislators] saw, or have the accountants taken over?

These comments are further evidence of decoupling in the LTCCP process.

Nevertheless, the LTCCP process appears to have led to councillors having a better
understanding of council operations and a better capacity to discharge their accountability
to the public. This is because councillors do not necessarily possess the technical
expertise to deal with issues in the council. While councillors are portrayed or perceived
to be the decision-makers in the council, managers hold significant power to influence
events through the budget setting process. In extreme cases, councillors are relegated to
mere figureheads. In the opinion of the councillor interviewed:

. if we didn’t have [public consultation], the council wouldn’t have the
background to challenge what the staff said... you get a range of
professional opinions coming in. They outline what their views are of a
particular issue. It is often very valid. If you don’t have that, you just have
reports from the staff. If you don’t have a background in the area, you just
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don’t know... Without the public consultation, you will be in a sort of
bubble and very dependent on staff advice.

In terms of structural changes, the LTCCP employs activity-based reporting instead of
the traditional department-based reporting. The intention is to minimise the effects of
"silo-isation": that is, "the propensity of departments and agencies to focus on the
production of their own outputs rather than to work co-operatively in pursuit of policy
outcomes" (Lonti and Gregory, 2007, p. 470). The new reporting structure ensures that
local councils align their plans and activities with the overall council objectives and
community well-being as well as improving cooperation between departments. For
example, public submissions might be sent to multiple departments if the activity in
contention is performed by more than one department. Managers in different departments
are then required to work together to address the issue.

The long-term view of the LTCCP and its activity-based reporting have forced managers
to take a broader view of the budgetary and qualitative implications of their planning
decisions. The process is facilitated further through managers’ involvement in the public
consultation process:

I think it makes you think about what you do a lot more. If you can’t
answer the questions, you've got to think, "Why can’t | answer it? ... Are
they making a valid point and we haven’t considered that before?"

Managers perceived themselves to be personally accountable to the people they serve,
and not only to their superiors:

No matter at what level you are involved in a contract or achieving an
outcome, there needs to be personal responsibility and accountability. |
think that this is effectively done ... Sometimes we get locked in our tiny
box and we can’t see beyond it, but within the system we know that we are
contributing towards the outcomes that the community are expecting of us
as a city.

As well as the above innovations that have been affected through legislative changes, the
manager of planning and performance made his own innovations. He set up a new
internal reporting system, with a set of standardised forms, to ensure consistent reporting
across the council. He transformed the previous system, which was an entirely unit-based
financial system, into one that employed a balanced scorecard approach. Furthermore, he
established a reporting timeframe that required managers to prepare (and follow up on)
reports on a monthly basis. The system has been described as "a traffic light system.”
Managers are required to "flick the lights" before a pre-determined deadline. Managers
who fail to do so will be held accountable for failing to perform their duties. This system
also allows staff from different departments to access each other’s information online.

In addition, the manager of planning and performance has encouraged managers to set
targets for the level of services provided. He promotes a multi-variable approach, where
the targets reflect the quantity and quality of services provided as well as the efficiency,
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effectiveness and timeliness of operations. Further, he argues that the process of selecting
targets should not be seen as "finding and matching” something that would fit perfectly.
This is because there may be significant differences to the extent of available resources
and the size and scope of the council. Instead, benchmarks should be chosen according to
the level of services provided and the overall context of the council. Therefore, managers
are required to include the rationale for choosing a certain benchmark in their activity
management plans. These examples show that, aside from the legislative requirements,
the manager of planning and performance did make independent innovations.

Stage IV: Rationalization and Rhetoric for Change

Institutional theorists argue that changes are not adopted automatically by an
organisation. In this case, the implementation of some of the new practices mentioned
was mandatory, due to legislation. However, changes resulting from coercive means can
be cosmetic, especially if they contradict the existing, embedded organisation culture. For
new practices to replace old ones, the failings of previous practices must be identified and
the new system then be promoted as the solution (Greenwood et al., 2002).

This concept was not foreign to the manager of planning and performance. He had twelve
years of experience in local government in several countries.

The legislation merely provides the environment to do it. If you want to
pursue this, the legislation will help you, but if you don’t want to, then no
amount of legislation will help you... You can centralise it, set standards,
police it, publish league tables, threaten to take budgets, [but] it is not the
same as people wanting to do it.

For real changes to take hold within the council, he could not rely solely on compliance
with legislation. Instead, it was important to convince other actors of the need for change.
To do so, he tackled each change differently. For the change from department-based to
activity-based reporting, he suggested that there were inherent weaknesses in department-
based reporting:

Departmental structures change constantly, not all is rational or logical
and they don’t usually make sense to the community the way actual
services do. They are arbitrary and based on personality and other politics.

While activities provided by council have also been subject to changes, those changes
were claimed to be due to a shift in societal needs rather than political whims. Activity-
based reporting was presented as providing stability to the public and as giving a clearer
picture of how the council was performing.

In reporting council’s performance, the manager argued against relying on a single
performance measure. Although local councils are required by the LGA 2002 to identify
and report on community outcomes, achievements of outcomes may be beyond the
control of managers: outcomes can be vague and difficult to measure. Reporting solely on
outcomes means that "you can do as little or as much as you want and no one would ever
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know." Therefore, outcome measures alone could provide opportunity for managers to
avoid accountability. The manager claimed that a variety of measures was required, and
that the solution does not rest in either output or outcomes, but on the relationship
between the two.

The manager argued that benchmarking is good organisational practice and beneficial to
the managers and the council. He pointed out that the legislation does not properly define
how benchmarking should work. A compliance approach to benchmarking would mean
additional work for managers and not be value adding. Instead, actively engaging in
benchmarking activities could improve day-to-day operations and the LTCCP process.
Therefore, the driver for a conducting benchmarking exercise should be good practice.
He claimed that councillors and external auditors are "much happier” when they can see
"proper"” benchmarks in place.

However, the manager of planning and performance acknowledged that the process of
change can be challenging, especially in a local government environment. Many of the
activities provided by the council do not produce tangible results, limiting their
measurability. He said that, initially, people would say "you can’t possibly measure what
we do — it's all too hard." Then people would swing to "measure[ing] everything and end
up with pages of stuff.”

The third stage is where they start to measure what actually counts, the
vital few things that they need to know. And the last stage is they measure
not just the vital few, but the ones that will help them improve. A lot of
people will stay stuck in that first stage... [But] you can [get to the last
stage] if you are flexible enough with your views... If you come on it from
a "how do | understand the business?" angle — quantity, quality, efficiency,
effectiveness — it is actually pretty easy.

In short, the manager built the rationale for change on several bases. First, since the
changes were mandated by legislation, he suggested that, instead of putting up resistance,
effort should be place on adapting to those changes. Second, the new practices were
portrayed as improving the accountability and transparency of the council, appealing to
the sense of responsibility and accountability of the managers. Last, the changes were
shown as improving the performance of individual departments and the council as a
whole.

Stage V: Diffusion of New Practices

Lonti and Gregory (2007) theorise that actors performing different types of task will
experience differences in institutional pressure to conform. The responses of unit
managers indicate that the ease of adopting the new practices and the managers' optimism
about the new system decrease in relation to the observability of the outputs or outcomes.
The manager of city water and waste, who is responsible for minimising refuse and
disposing of it (production) and water supply (craft), showed strong confidence in the
system:
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There are no flaws in the system. ... we've got everything available to us
that we need to put in place... Some of [our measures] are a little easier,
the physical assets and tangible results. [For others,] some are harder to
measure and to see the community benefits ... But the systems, processes
and resources are in place to allow every team to achieve the outcomes.

To a lesser extent, the community support manager (procedural) believed that the change
was necessary and beneficial. She admitted some shortcomings in adopting some of the
changes. Nonetheless she believed that these problems could be overcome in the future:

Community Development is pretty hard... It’s about quantity effect and
quantity effort versus quality effect and quality effort. The quantity stuff is
what we called the "bums-on-the-seat” stuff, e.g., we run a holiday
programme and we have 50 kids come through it... The quality side is
then doing some evaluation on that programme ... It is making us think ...
of each of the areas that we do: Who is better off? Have we made a
difference? It has been a weak area, but it is getting stronger.

The response of the strategy support manager, who is partly in charge of city planning
and development (coping), highlighted the following problem:

I think that in many areas we don’t have good information... The
outcomes that we want to deliver are long term, and there is a whole
succession of interim steps between what we [are] doing and the outcomes
that we want to achieve... But there are discrepancies in the causal
relationship between what we are doing and those high level outcomes.
We can measure whether we complete the projects that we said we are
going to deliver; or we can measure some of the outcomes by getting that
causal relationship, which is much more difficult.

In the CCC 2009-19 LTCCP report, most of the activities reported under "City Planning
and Development"” are project timelines. The report fails to provide a clear link between
activities performed and outcomes achieved. The manager attributed part of this problem
to lack of information. However, he argued also that departments such as strategic
planning have difficulty defining activities, because these departments do not provide
direct services to the public. Thus, there is a difficulty in providing a link between hard-
to-define activities and vaguely specified community outcomes.

The nature of tasks carried out by managers affects their ability to make changes in
reporting. From an institutional theory perspective, coping activities have a higher
tendency to be decoupled from the LTCCP process. The preceding examples show that
not all activities provided by the council fit into the mould of available performance
measures. This finding adds to the suggestion of Lonti and Gregory (2007, p.481) that
managers can “"enhance genuine accountability” through narratives or story-telling,
instead of having to pursue a never-ending quest for more specific performance
indicators. For example, the public would be better served by descriptions of CCC plans
in the LTCCP, rather than measures that are not outcomes.
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The level of acceptance among decision-makers in the council, councillors, is also
important. Using Wilson’s (1989) typology, the duties of councillors are likely to be
categorised under "coping.” This is because councillors make decisions based on personal
judgments after considering information from council managers. The councillor
perceived that the council uses the information in the LTCCP as follows:

We probably look at the figures and we look at what was happening last
year. We make sure there is not a huge increase. From a council
perspective, it is quite a simple — what we are trying to do is hold the rates,
that’s probably the overall goal.

The councillor also commented on the practice of identifying and reporting community
outcomes:

In my honest opinion, they have to be put there but people just put it
there...They don’t do any harm, other than create work for staff members.
It is probably something to do with council too. Politicians haven’t really
got together and said what we really want to achieve... we probably don’t
need to legislate for it. We probably need to do it as a council...

Consistent with the finding on coping activities, decoupling effects are also evident.
While this councillor agreed that the intention of the initiative is good, he did not believe
it was especially relevant.

Stage VI: Entrenchment

The LTCCP has become part of the normal operation and structure of CCC. Since its
introduction, the LTCCP has been prepared three times by CCC: first, the 2004-14 draft,
followed by the 2006-16 draft and report, and finally the 2009-19 draft and report.
Managers consider preparation of the LTCCP to be a lengthy and complicated process.
They describe the resulting workload as "immense” and "horrible™. New strategies for
individual departments have been introduced to facilitate the LTCCP process:

In 2006, I didn’t have my cyclical information down to unit-by-unit of all
my housing; in 2009 | do. So to plan out the next 10 years, maintenance
really wasn’t an issue, we already had it there. | think each time we will
get better and become more strategic. | think it has been a huge learning
curve for everybody.

In addition, practices that are deemed irrelevant by managers or councillors are accepted
and tolerated.

The concept of a LTCCP has strong support at the CCC; it is forming part of the
language of CCC. A notion of providing accountability to the public through the
reporting in the LTCCP is prevalent among managers. All unit managers interviewed
agreed that the LTCCP has improved the planning process within the council. One of
them commented:
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I think [the LTCCP] is very good. It gives accountability for councils and
guidelines for managers to work with. It streamlines our planning [and]
budgeting because we have to sit down and work out what is important.
From a planning perspective, it means that the planning is a lot more
structured.

There is also an emphasis on linking activities performed with community outcomes,
regardless of whether they can actually accomplish outcomes at this stage. Thus, the
evidence substantiates the institutionalisation of the LTCCP within CCC.

5. DISCUSSION

The CCC case shows how a change can be institutionalised in an organisation. The six
stages of Greenwood et al.’s (2002) model help to understand how the changes initially
imposed by the LGA 2002 were voluntarily accepted, extended, diffused and entrenched
in the council through the efforts of a new actor (the manager of planning and
performance). We obtain an understanding of how institutional pressure can affect actors
differently, based on task characteristics. For some actors whose outcomes and/or outputs
could not be observed easily, there was evidence of decoupling. Some outcomes are
perceived to be too vague to provide a clear direction for planning purposes, and high-
level outcomes are considered to be irrelevant to policy-making. If they are too specific,
community outcomes could restrict the operation of the council and overemphasise
particular services and discriminate in favour of particular groups.

The main thrust of LGA 2002 is to improve the accountability of local government.
Using the LTCCP to increase community participation is one mechanism put to achieve
that goal.

Interviewees disagreed about the efficacy of consultation. The councillor claimed there is
neither time nor available resources for making substantive changes in the time interval
between release of the draft plan and finalisation and ratification by council. This
problem arises partly because of a structural weakness of the LTCCP. The preparation of
the LTCCP is a complex process, especially for a council the size of CCC. Major changes
can result in significant delay in the publication of the final report. The additional
workload involved and the possibility of failing to meet the reporting deadline as required
in the LGA 2002 have become deterrents to making substantial changes to the draft
LTCCP.

One argument put forward by unit managers is that less flexibility in the planning and
budgeting process brings about more "stability and accountability” in the council, thereby
alleviating disruption to the normal operation of the council due to unexpected
politically-motivated decisions. Less flexibility would also ensure that changes in
political bias arising from outcomes of local council elections would not have a
significant impact on the service delivery of the council. Because the LTCCP is subject to
review every three years, preliminary planning of new activities can be conducted before
the review process. If something unexpected happens, there is still sufficient flexibility
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for the council to change the LTCCP by amending the current LTCCP and disclosing the
change to the public in a transparent manner.

It is unclear whether community consultation has improved accountability. However,
managers appear to have benefited from the process itself. Managers now have a more
people-oriented focus. Even though some managers have faced a significant increase in
workload, they still feel the benefits outweigh the costs. Despite the limitations of the
community consultation process, it also has the benefit of reducing information
asymmetry between councillors and managers. The opportunity to ascertain the
perceptions of stakeholder groups other than management allows councillors to make
better-informed decisions. This subsequently enhances the accountability of councillors.

The interviews indicate that the change process has had a stronger influence on managers
than councillors. Compared to councillors, managers show more positive attitudes to
changes that lead to an increase in community accountability. Similar results were
obtained by Sinclair (1995) and Lonti and Gregory (2007). Managers also display a
stronger desire to be more accountable to the local community. One explanation for this
is that the new performance measurement systems enable managers to showcase their
achievements to the community and possibly other councils. From an institutional theory
perspective, the concept of public accountability is embedded deeply in the normal duties
of councillors, and as such, is seen as natural and ordinary. On the other hand, managers
are new to this concept; hence, they display a high level of enthusiasm towards those
policies to obtain legitimacy for their operations. This is consistent with the view that, in
general, managers have managerial accountability and councillors have public
accountability (Guthrie and English, 1997).

The findings of this contextual account of the use of performance measures in the public
sector following a move to a more outcome-based reporting system contribute to
understanding of decision-making processes regarding performance measurement
systems in a changing local government environment. The CCC progressed through each
stage of Greenwood et al.'s (2002) model. However, change was not institutionalised
completely; there were examples of decoupling, particularly for actors unable to quantify
and observe outcomes.

The efficacy of the new manager of planning and performance in implementing change,
and the important role of new actors or organisational entrepreneurs in Stages Il and 1V
of Greenwood et al.'s (2002) model, highlight the necessity for organisations to consider
employing or empowering change agents when major change is envisaged.

This study expands our understanding of the relationships between accountability and the
application of performance measurement systems in a local government setting. Future
research could extend the findings from CCC with other local councils in NZ and
elsewhere. Also, more than one department from each category of task (Wilson, 1989)
could be studied and compared; and other stakeholders such as the CEO of the council
and community board members could be included. Such extensions would provide richer
contextual information and enable better understanding of relevant factors associated
with policy change. This research took a cross-section of opinion, and the interviews

19



were conducted over a relatively short period. A longer time frame for research would be
beneficial and would allow triangulation of methods, thereby improving reliability and
validity.
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