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1 Research topic and background 

The present research wishes to adopt a pragmatic constructivist approach in order to understand and explain the 
functionality of private- inspired reforms in the public sector. In particular, the research investigates the introduction 
and implementation of a relevant but challenging managerial reform, performance- based budgeting (PBB), become 
widespread in the public sector worldwide. 

PBB is one of the labels whereby mechanisms and procedures designed to use performance information during 
the budgeting process have become widespread (OECD, 2007; Robinson, 2007). Despite its faraway origins, PBB has 
gained renewed attention as a component of the broadest reform movement known under the umbrella term of New 
Public Management (NPM) (Hood, 1991, 1995; Hyndman et al., 2014). Indeed, the focus on measuring and managing 
performance that drives PBB is at the heart of the NPM movement. The main rationale beyond this reform movement 
lies in the assumption about the public goodness of the management of private corporations (Stiglitz, 1989) to improve 
efficiency and effectiveness of the public sector. Therefore, since the 1980s, the public sector has undertaken waves of 
reforms inspired by the private sector in order to improve its performance.  

The feasibility and usefulness of this approach has been object of great scrutiny and debate. Indeed, on the one 
hand, NPM has been criticized because of its poor implementation and difficulties in meeting the initial expectations 
(Lapsley, 2008; Lynn, 1998). Scholars have critically underlined how a managerial approach in the public sector can 
lead to the diffusion of an entrepreneurial ethos (Morales et al., 2014), transforming the public servant in a new homo 
oeconomicus (Hoskin, 2015) with the risk of privatizing moral concerns (Dobel, 1978), penalizing the public sphere 
(Lehman, 2010) and the common understanding of public interest (Johnston, 2015). On the other hand, previous studies 
have pointed out that although the inevitable paradoxes linked to a new reform movement as NPM, it can still worth the 
efforts (Dan and Pollitt, 2014; Hood and Peters, 2004), and indeed it still plays an influencing role in the current public 
sector agenda (de Vries and Nemec, 2013). However, the general principles of NPM call for adaptation in light of the 
specific context where they have to be applied. As ter Bogt et al. (2015) pointed out through their empirical analysis on 
PBB, the practice challenges NPM assumptions and call for adaptation to be realizable. 
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In order to assess the validity of PBB, the work investigates, analyses, and compares legislative requirements and 
guidelines (model) with the documents adopted and published in implementing the reform (practice) and the opinions 
expressed by actors (narrative). Therefore, the research aims at pointing out whether PBB practice is consistent with the 
model and whether, in its turn, PBB narrative is consistent with PBB model and practice. If model, practice and 
narrative are consistent each other, PBB is able to create a reality, otherwise it produces illusions and failures (Norreklit, 
2011). 

3 Research setting and method 

The empirical evidence to support the research is collected at the central level of government in Italy. This country 
provides new evidence due to its recent attempts to introduce PBB compared to the Anglo-Saxon world. Therefore, the 
country is now facing many of the challenges implied by the reform thus representing a suitable ground for achieving 
the final goal of the research. A qualitative approach is adopted to achieve an in-depth understanding of the practice in 
its context through the realization of a single case study (Yin, 1994). The reliability of the research findings is achieved 
through the triangulation of different sources of data. Each source allows operationalizing a component of the 
theoretical approach. In particular, since the current study aims at analysing whether PBB is able to construct a reality 
or not through the analysis of the consistency between model, practice and narrative, data are gathered in order to 
understand each of these levels of analysis. Firstly, the model is studied through the analysis of legislative texts, reports 
and guidelines produced by national authorities (e.g., ANAC). These documents would set rules and principles of PBB 
thus defining its overarching framework. Secondly, the practice is interpreted through the study of the documents 
adopted by the organizations in implementing PBB, as the budget documents, performance plans and performance 
reports. Finally, the narrative is pointed out through semi-structured and face-to-face interviews done with experts at the 
central level of government. In particular, the unit of analysis is represented by a ministry and the experts are selected 
from different units in order to collect opinions from the main groups involved in PBB. Namely, these units are the 
independent performance unit (OIV), the division ‘Economic and financial management and planning’ of the 
Responsibility Center of the ministry, and the unit responsible for the ministry’s budget in the Ministry of Finance. 

4 Preliminary findings 

The preliminary analysis of these data underlines two main kinds of inconsistencies between PBB model, practice and 
narrative: conceptual and implementation inconsistencies. The latter result from a failure of the reform in terms of 
communication of aims and drivers, definition of factual possibilities, and promotion of values. The first kind refers to 
terminology confusion (“what” dimension) and to PBB potentially contrasting goals (“why” dimension). The empirical 
analysis has demonstrated how challenging is to define univocally the concept of performance in the public sector, 
operationalize and measure it accordingly. The difficulty in defining performance is influenced and influences the 
difficulty in agreeing on the goal(s) to reach: does PBB represent a control tool for the public managers or is it designed 
to address citizens’ needs thus improving external accountability? Consequently, these inconsistencies result in the 
second kind of inconsistencies identified about the implementation of PBB (“how” dimension). This latter analysis 
points out the main issues that challenges the realization of PBB at the central level of government. Furthermore, PBB 
implies a set of values borrowed from the private sector (e.g. efficacy and efficiency) which often conflict with the 
ethics of public servants and with their idea about the objectives and mission that public organizations should pursue.  

5 Expected contributions and implications from the development of research 

The empirical analysis underlines the limits of NPM by pointing out the inconsistencies of PBB, which challenge and 
impede the functionality of this private-inspired reform in the public sector. The faith in the effectiveness of the 
translation of private sector performance practices into the public sector underestimates the problem of measuring 
outcomes of “public policies” and the need of a cultural and organizational change in the public sector that could not 
take place through top-down processes. Further, the myth of the clear separation between politics and administration in 
terms of decision-making processes and implementing procedures does not fit with public sector reality. Therefore, the 
research stresses the need of understanding the conditions under which the functionality of PBB could be realized. This 
purpose is fulfilled by extending the use of the conceptual dichotomy between reality and illusion. By adopting this 
approach, the research aims at contributing to the literature on performance budgeting by deepening the understanding 
of its functionality through a focus on the integration between three levels of analysis (model, practice and narrative). 
Further, the study seeks to contribute to the debate on NPM by providing empirical evidence on the conditions which 
affects the functionality of private-inspired reforms in and for the public sector. Finally, the research wishes to enrich 
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and extend the literature on pragmatic constructivism by using its key concepts to develop an understanding of what are 
the conditions for successful practices in a specific context and as they result from the coherence between model, 
practice and narrative. 
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Topic
Performance- based budgeting

• PBB has gained renewed attention over the last decades in light of New
Public Management (Hood, 1991; Hyndman et al., 2014), although it is not
a new concept.

Performance- based budgeting (PBB) could be defined as the process designed
to strengthen the linkage between funding and results through the systematic
use of formal performance information (Robinson, 2007)

• Despite its long history, still nowadays, PBB implies numerous challenges
and problems, thus producing contrasting results.

“The history of performance budgeting is one of high hopes and disappointing
achievements” (Dean, 1986, p. 1)

Background
PBB & The New Public Management

The key features of PBB lie in its managerial approach inspired by NPM
o Could private sector tools and methods be functional in and for the public sector?

 “Ephemeral theme likely to fade” (Lynn, 1998, 232)
 Difficulties in meeting the expectations (Lapsley, 

2008)
 Negative impacts:

 Diffusion of an entrepreneurial ethos (Morales 
et al., 2014) 

 Public servant as a new homo oeconomicus
(Hoskin, 2015)

 Privatization of moral concerns (Dobel, 1978)
 General decline of the public sphere (Lehman, 

2010) 
 Loss of a common understanding of the public 

interest (Johnston, 2015)

 Analysis of paradoxes to further develop 
administrative science (Hood and Peters, 
2004) 

 “NPM can work” (Dan and Pollitt, 2014)

 Influencing role of NPM nowadays (de Vries
and Nemec, 2013)

 Call for reflection on NPM rationality 
assumptions (ter Bogt et al., 2015)

A controversial debate
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Purpose
PBB & Pragmatic constructivism

The work wishes to adopt a pragmatic constructivist approach in order to
understand and explain the functionality of private- inspired reforms in the
public sector, with a focus on PBB.

To find out whether the new model is able to construct reality or produces
instead an illusion (Norreklit 2011), the work investigates, analyses, and
compares legislative requirements and guidelines (model) with the documents
adopted and published in implementation (practice) and the opinions
expressed by actors (narrative).

Main Research Question 
(in the light of PC)

Does PBB create a reality or is it an illusionary construct?

1. Is PBB practice consistent with PBB model?
2. Is PBB narrative consistent with PBB model and practice?

Model

Practice

Narrative
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Theoretical framework

“Illusions are when the actor does things based on illusion, then activities do not 
succeed. Reality is what appears in a functioning actor-world relationship, illusion is 
what appears in a non-functional actor-world relationship.” (Nørreklit, L., 2011)

“ILLUSION IS A NON-FUNCTIONAL 
RELATIONS BETWEEN THE ACTOR AND 

WORLD”

(Norreklit, 2011)

Reality: Actor – (adequate representation) – World (Factual possibilities)
Illusion: Actor – (inadequate representation) – Nothing (Delusion)

“Fictions, delusions, illusions, dreams, hope, etc.— all of them are constructs. They imagine worlds that do not 
exist. We need this ability to construct representations of a world. However, we also need to be able to distinguish 

which of these constructs are real and which not…..” (Nørreklit, L., forthc.)

Research setting

Performance-based budgeting in Italy
Two reforms have paved the way to the introduction of PBB in Italy in 2009:
1. Law on accounting and public finance (196/2009) – reform of public budget
2. Legislative Decree 150/2009 – introduction of a performance management cycle

REFORM OF PUBLIC BUDGET

•New structure of the budget (Missions and
programs)

•Strengthened focus on what should be done
rather than on who uses money

•Reporting of performance information
(Integrative notes to the Budget and to the
Final Statement)

INTRODUCTION OF A PERFORMANCE 
MANAGEMENT CYCLE

•Production, monitoring and reporting of
performance information (indicators,
measures, targets,…)

•New documents, ex-ante (Performance plan)
and ex-post (Performance report)

•Ad-hoc independent performance units
(OIV) and independent authority (ANAC)
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Research method

Qualitative approach based on the collection and analysis of data in one
central administration in Italy.

Analysis of three kinds of data:

o Legislative texts and ANAC report and guidelines
->MODEL

o Documents produced in PBB implementation (e.g. Performance plans,
performance reports and integrative notes to budget)
-> PRACTICE

o Semi-structured and face-to face interviews                                 
-> NARRATIVE

Setting of interviews

Focus on the implementation of PBB in one Ministry

 

 

 

 

 

 

 

 

 

Ministry of Agriculture, Food and Forestry Policies (MIPAAF)

 

 

      

 

 

 

 

 

Minister
Responsibility center 

OIV 

Department-
Responsibility 

center 

Department -
Responsibility 

center 

Ministry for Finance 

Department - 
Responsibility 

center 

Financial Division

The interviews 
involved:

• OIV (Independent
Performance Unit)

• Division ‘Economic
and financial
management and
planning’ of the
Responsibility
Center

• Ministry for Finance
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Preliminary findings (1/2)

Inconsistencies between PBB theory, practice and narrative:
a) Conceptual 
b) Implementation 

Due to a failure in terms of communication of the aims of the reform, definition of 
factual possibilities, promotion of private values that conflict with the ethics of public 
servants.

Conceptual inconsistencies about:
• WHAT?
Terminology confusion:

– What is performance in the public sector? Is it always measurable?
– What are the manageable “objectives”? (e.g. structural objective vs. strategic

objective)

• WHY?
The PBB aims:

• Is it a control tool or a tool to provide awards/incentives to public
managers?

• Is it a mean to provide information to citizens for improving accountability
and allowing aware choices?

Preliminary findings (2/2)
Implementation inconsistencies due to:
HOW?

– Rationality of the reform program: «proliferation of documents» rather than re -

engineering of systems (procedures)

– Limited powers of control bodies (autonomy of OIV and ANAC).

– Lack of credibility of the system

– Structural limitations in public decision-making process: where is the flexibility?

– Limited resources: is it possible to re-allocate them?

– Limited coordination across responsibility centers.

– Inherent limits of standardization vs. specificities of public sector organizations.

– Uncertainty and variability of strategies and context.
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Conclusions

The PBB reform may result in a failure. Indeed, it produces illusions rather than real
changes as it is based on the following assumptions:

1. Faith in the effectiveness of the translation of private sector performance
practices into the public sector

– Underestimation of the problem of measuring outcomes of “public policies”

2. Faith in the possibility to have a cultural and organizational change in PS by a
top-down processes (PBB reform)

3. Myth of the clear separation between politics and administration in terms of
decision-making processes and implementing procedures.

Main potential implications

1. The work contributes to the literature on performance budgeting by
deepening the understanding of its functionality through a focus on the
integration between three levels of analysis (model, practice and narrative).

2. The work contributes to the debate on NPM by providing empirical evidence
on the conditions conditions which affects the functionality of private-
inspired reforms in and for the public sector.

3. The work contributes to pragmatic constructivism by using its dichotomy
between reality and illusion to develop an understanding of what are the
conditions for successful practices in a specific context and as they result
from the coherence between model, practice and narrative.
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