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local governments’ financial management systems 

 

Katrien Weets 

Public Management Institute – K.U.Leuven, Belgium 

 

1. Introduction 

 
The CIGAR-network aims at encouraging comparison across boundaries. Though, in the past, 

a wide majority of studies conducted by the academics within this network were not explicitly 

comparative. On the contrary, most of them were limited to an exploratory analysis and did 

little more than offering a description of the various accounting practices or reform initiatives 

within different countries. Chan (2003), referring to what he has called the ‘Lüder-critique’, 

contends that the transition to more systematic, multinational comparative studies demands 

the resolving of a number of methodological shortcomings. The so-called Lüder-critique, as 

articulated by professor Klaus Lüder, addressed several concerns. One of these was that “the 

few cross-country studies were long on descriptions and short on a systematic analysis of 

international similarities and difference”.  

 

Furthermore, Chan points to the need for the application of different research strategies than 

those commonly used within the CIGAR-network. In his work, he raises a number of issues, 

along with the strategies for dealing with them. We briefly discuss some of these in the next 

paragraphs.  

 

A first issue relates to identifying proper units of analysis. Chan states that studies often 

implicitly rest on the assumption that government accounting policies and practices are 

similar within a nation, although this is not necessarily the case. As a consequence thereof 

most studies would only pay little attention to intra-national differences. According to Chan, a 

possible research strategy to cope with this would be that some CIGAR studies compare local 

governments in different nations.  

 

A second issue, put forward by Chan, refers to the critical variables that should be studied. 

The author contends that so far CIGAR studies have stressed context over content. This is not 



 3

surprising as one of the leading frameworks for analysis is the Financial Management Reform 

Process Model (FMR Model) (Lüder, 2002), which serves to explain the pace and the 

possibility of reform processes in governmental accounting systems and which is based on the 

‘Contingency Model’, developed by Lüder (1992). Not detracting from its merits, Chan 

rightly stresses that content is however also important, and argues that more information on 

the content of governmental accounting systems would reveal the sources of the similarities 

and differences in the scope and function of accounting.  

 

A third issue, advanced by the author, is the normative point of view on research that CIGAR 

has taken from its outset. More specifically, he states that there seem to be some largely 

unexamined premises, e.g. that accrual accounting is better than cash accounting, that whole-

of-government reporting is superior to fund-based reporting, etc. Chan on the other hand 

encourages scholars to conduct positive research, in order to find out the reasons why a 

situation is like it is. In other words, it is not only important to answer the question “what 

should be”. One should also attempt to find out “what is” and “why it is what it is”.  

 

Our paper is largely inspired by the so-called “Lüder-critique” and by the suggestions put 

forward by Chan (2003). In particular, we aspire to reopen the debate on the foundations of 

comparative research and to contribute to a consensus on some key methodological issues. To 

that end, we will advance a framework for conducting international comparative survey 

research on the local government level. This framework should be viewed as an analytical 

tool to describe current local government practices and procedures within different countries 

in a more systematic, cumulative and positivistic way than so far has been the case. In our 

opinion, therefore, it might be a useful starting point to eventually come to more systematic, 

multinational comparative studies.  

 

The following section lays out the framework we used to map local governments financial 

management & control systems. Our focus will be on the integration of financial and 

performance management. Hence, our paper reflects a managerial point of view. Starting from 

Pollitt’s earlier work on integrating financial management and performance management 

(Pollitt, 2001), we delimit the subject area of this paper.  

 

In the third section, we apply Pollitt’s framework, which was originally oriented at central 

governments, to the local government level. We advance a number of indicators which can be 
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used to map one of the key interfaces of performance and financial management, as identified 

by Pollitt, namely the interface between budget-making and target-setting.  

 

The fourth and final section presents data we gathered for the case of the Flemish 

municipalities. The paper concludes with some brief remarks and with directions for further 

research.  

 

2. Mapping the integration of financial and performance management  

 

Different authors (like e.g. Guthrie et al., 1999; Scheers et al., 2005; Pollitt & Bouckaert, 

2004) have elaborated on the way governments have been reforming their financial 

management systems during the last decades. Guthrie et al. (1998) have identified five 

different categories of ‘new public financial management’ reforms: (1) changes to financial 

management reporting systems; (2) the development of commercially minded, market 

oriented management systems; (3) the development of a performance measurement approach; 

(4) the devolvement/decentralisation or delegation of budgets, coupled with the attempted 

integration of both financial and management accounting systems and also with economic-

based information sets; and, finally, (5) changes to internal and external public sector audits. 

Sterck et al. (2006) for their part distinguish two similar trends in their study of the budgeting 

and accounting reforms in six OECD countries (Australia, Canada, the Netherlands, Sweden, 

the United Kingdom and the United States). Firstly, they state that public budgeting and 

accounting systems increasingly offer information about the costs of activities and, hence, 

become more and more accrual-based. Secondly, they contend that there is a shift towards 

performance budgeting and reporting.  

 

While in public management research the reforms in the field of budgeting, accounting and 

auditing are all too often considered separately, with different strands of literature focusing on 

particular aspects, we treat them as being part of one and the same system, namely the 

‘financial management system’. As the reforms in e.g. the field of budgeting do not stand 

alone, and should, from a managerial point of view, logically be seen in connection with the 

reforms in the field of accounting and auditing, we hold firm to the idea that a framework for 

conducting international comparative survey research should incorporate both the budgeting, 

accounting and auditing practices within local governments.  
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This kind of ‘holistic’ approach to financial management permits scholars to compare local 

governments’ financial management systems in a more systematic way. Moreover, it allows 

them to examine how the reforms in the field of budgeting relate to reforms in the field of 

accounting and auditing and vice versa. Sterck et al. (2006), who have conducted a similar 

study on the national level, for example found that the adoption of accrual accounting and the 

integration of the financial statements in the annual report did not automatically lead to a 

transformation in the budget structure, that accounting reforms attract less political interest 

and interference than budget reforms, that the practice of accrual accounting is more accepted 

in governments than accrual budgeting, etc. As Sterck et al. state: ‘it is important to compare 

accounting and budgeting innovations in order to be able to formulate coherent reform 

packages and to evolve towards an integrated financial cycle’. Conducting research of this 

kind on the local government level does in our opinion not only contribute to academic 

knowledge on public management reforms, but is also relevant from a policy perspective. 

After all, it offers some guidance to “change agents”, who attempt to modernize local 

governments financial management systems, on how to begin such an initiative and on which 

field (budgeting, accounting or auditing) they should start the reform process with. 

 
At this stage, our analytical approach does not claim any explanatory value. It is designed, 

particularly, to serve as a guideline for mapping public financial management systems. In the 

future, however, we hope to gather similar data for various countries, which can help us gain 

an insight into their local government reform trajectories, and into the main similarities and 

differences between them. In sum, we aspire to contribute to the development of a 

standardized analytical tool, which enables scholars to conduct research in a more systematic 

and cumulative way than in the past.  

 

Content-wise, our approach will focus on the extent to which the financial management and 

performance management systems of local governments are integrated. As such, we aspire to 

open the black box and find out to what extent local governments have incorporated the New 

Public Management body of thought in their financial management practices and procedures, 

and hence have followed the trend towards results-oriented financial management.  

 

Before elaborating on our research design, we should specify the concepts of performance 

management and financial management systems. In accordance with Pollitt (2001), who took 

the basic objectives of a resource management system as his starting point, we define a 
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financial management system as “the operation of those systems and processes designed for 

budget-making and budget implementation; the maintenance of an accounting system which 

records financial decisions, flows, and transactions, and the auditing of all aspects of these 

accounts” (see e.g. also Sterck et al. 2007; Joyce & Sieg, 2000 for similar definitions).  

 

Specifying and delimiting the concept of a performance management system is a far more 

difficult task. With regard to what constitutes a performance management system, many 

authors have acknowledged the lack of a coherent treatment and the frequent use of generic 

labels. Bouckaert & Halligan (2008) recently developed a framework for a comparative 

analysis of managing performance. Based on the logical consequence of 1) collecting and 

processing performance data into information; 2) integrating it into documents, procedures 

and stakeholder discourses; and, 3) using it in a strategy of improving decision making, 

results and accountability, they discerned four ideal types of managing performance, besides 

the traditional, pre-performance stage: ‘performance administration’, ‘managements of 

performances’, ‘performance management’ and, finally, ‘performance governance’. 

According to the authors, administrating or managing performance consists of three 

substantial activities: ‘measuring’, ‘incorporating’ and ‘using’ performance information.  

 

Joyce & Sieg (2000) for their part identified two crucial links between performance and the 

budget: the ‘availability’ of performance information and the ‘use’ of performance 

information (i.e. the extent to which performance information actually enters into decisions 

involving the allocation and management of resources).  

 

For purposes of this discussion, the framework we propose will be limited, in that it, in 

contrast to the majorities of studies on this topic (see e.g. Mayne, 1996; Pollitt, 2006), does 

not study or include indicators/questions on the extent to which performance information is 

‘used’. It will on the other hand focus entirely on the ‘availability’ of performance 

information, or put in other words on the extent to which performance information is 

measured and incorporated in the main financial documents and procedures, as we consider 

this to be a precondition for its use. As Pollitt (2001) states: “the mere presence of 

performance information does not guarantee that it will be used (Gianakis, 1996); but its 

absence absolutely ensures that it will not be.” As such, the question whether or not budget 

decision-makers shape their allocations on the basis of performance, falls outside the scope of 

this text.  
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In order to refine our research question, i.e. ‘to what extent is performance information 

measured and incorporated in the main financial documents and procedures?’, we take one of 

Pollitt’s previous works as our starting point. Pollitt (2001) rightly recognizes that the specific 

problems of the integration of financial and performance management depend to a large 

extent on which processes are being integrated, in relation to what kind of activity, and at 

which level. He developed an analytical framework within which one may locate which 

processes are being integrated (or not). The framework consists among other things of a “map 

of key interfaces”, at which the degree of integration of the financial management and the 

performance management system can be assessed. Table 1 presents an overview of these so-

called key interfaces, identified by Pollitt.  

 

Table 1. Key interfaces between the financial management and the performance 

management system (Pollitt, 2001) 

Financial 
management 

Performance  
management 

 Target-setting Performance 
measurement 

Monitoring and 
reporting 

Budget-making A B C 
Budget implementation D E F 

Accounting G H I 
Audit and control J K L 

 

 

The author thus took the key processes in the financial management and performance 

management system as the starting point for his analytical approach.1 As Pollitt 

acknowledged, this framework is still fairly crude and can be made more sophisticated, but it 

has, in our opinion, the advantage of being all-embracing and practical. Moreover, as it is 

unrelated to the extent in which a local government has already implemented so-called 

‘results-oriented’ financial management instruments, the map of key interfaces is very 

convenient as a general framework. After all, it can be applied to all types of local 

governments: those who are still organized in a traditional ‘pre-performance’ way, those who 

are engaged in ‘performance administration’, in ‘managements of performances’, in 

‘performance management’, etc. (cfr. supra; Bouckaert & Halligan, 2008). Previous research 

on this topic on the contrary predominantly took place within an Anglo-Saxon context (see 

e.g. Jordan & Hackbart, 1999; Kluvers, 2001; Poister & Streib, 1999; Ho & Ni, 2005; 

                                                 
1 See Pollitt (2001) for a complete discussion of the framework.  
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Melkers & Willoughby, 1998 & 2005; Wang, 2000). The questionnaires used in these studies 

are, in our opinion, not immediately applicable to the case of the Flemish municipalities, 

which are, like many other European-Continental governments, still organized in a fairly 

traditional way, in comparison with their Anglo-Saxon counterparts.  

 

Pollitt’s more general framework on the other hand offers the opportunity to launch a 

systematic analysis of each of the twelve key interfaces between the financial management 

and the performance management systems of local governments. Therefore, it will serve as 

the starting point for this paper. Within the scope of this text, we will discuss a number of 

potential indicators to map key interface A, indicated in bold type in table 1.  

 

In key interface A the process of budget-making and target-setting intersect. This interface is 

important for three reasons. Firstly, when targets were set, confidence in them will be 

weakened by not linking them to the allocation of budget resources. Indeed, the achievement 

of these targets can readily be viewed as being only of minor importance by not connecting 

them to the way in which the budget is drawn up (Pollitt, 2001). Secondly, target-setting is the 

starting point for the entire management and control cycle: if no objectives or performance 

targets are set and if these bear no relation to the way in which the budget is made, measuring 

and monitoring/reporting results do not become completely meaningless, but in any case 

loose much of their value. What outputs should be measured? What does a certain result mean 

if no norm was set in advance? How should we examine policy measures effectiveness, if we 

did not formulate any goals? etc. Thirdly, the target-setting process and the development of 

performance metrics should be viewed as preconditions to move away from traditional 

incremental budgeting practices and to eventually come to the implementation of performance 

budgeting. Broadly spoken, this practice attempts to quantify public sector outputs and 

outcomes and to explicitly incorporate these in the budget, linking resources (inputs) to results 

(outputs/outcomes) (McNab & Melese, 2003; Melkers & Willoughby, 1998).  

 

3. Indicators of integration 

 

In this section we propose a number of indicators which might be used to map the integration 

of the financial management and the performance management system in key interface A, 

where the process of budget-making and the process of target-setting intersect. It should be 

clear that the set of indicators we put forward, is not intended as a complete and ready-to-use 
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checklist. On the contrary, by advancing these indicators, we aspire to reopen the debate on 

the foundations of comparative research: Which questions should we ask ourselves? How 

should we answer them? Which features should we take into account in order to provide a 

complete and rich picture of local governments’ financial management systems? etc.  

 

Before getting into the substance of the matter, we elaborate shortly on a number of 

conditions that so-called ‘indicators of integration’, in our opinion, should fulfil. Firstly, as we 

attempt to set up a framework for conducting survey research, it should be feasible to 

incorporate the indicators in questionnaires. For researchers it is for instance highly relevant 

and interesting to know what in the main budget documents the balance is of performance 

data as between process data, efficiency measures and measures of effectiveness (one of the 

indicators proposed in question form by Pollitt (2001)). However, in our opinion, to find out 

this balance, scholars might better engage upon a document analysis of the main budget 

documents. After all, by incorporating these kind of indicators in questionnaires and by 

relying on respondents’ self-reporting, scholars risk to produce several biases in their research 

data. Respondents may tend to purposively give false answers in order to be viewed 

favourably by others (‘social desirability bias’). Respondents might be inclined to give 

answers, although they do not fully understand certain words or expressions, etc.2 Admittedly, 

questions relating to other indicators may face risks of bias as well. One should, however, 

attempt to minimize these as best one can.  

 

Secondly, we aim at contributing to a framework, which enables scholars to conduct 

international comparative research on local governments’ financial management systems in a 

more systematic way. Hence, the ‘indicators of integration’ must be characterized by a certain 

generality. They should be able to transcend national boundaries, and they should be 

applicable to all kinds of local governments (local governments with different politico-

administrative regimes, local governments that are in different stages of the modernization 

process, etc.). As such, one should accept that the indicators proposed in this paper do not 

intend to capture country-specific idiosyncrasies (e.g. certain budget requirements). Rather, 

they should be able to provide information on the extent to which performance information is 

incorporated in the main financial documents of local governments.  

 

                                                 
2 See Tourangeau et al. (2000) for an overview of the relevant psychological and survey literature on how 
respondents answer questions in surveys.  
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Finally, one may state that ‘indicators of integration’ should meet the general standards for 

effective performance measurement systems. They should be technically sound, i.e. they 

should be reliable and valid. They should be legitimate, i.e. they should be approved by the 

people or organizations that are subject to them. And, finally, they should be functional, i.e. 

they must contribute to the maintenance or the development of organizations. Besides this, 

performance measures should also have an active informing function (Bouckaert, 1993; 

applied in Streib & Poister (1999)).  

 

Taking into account the above mentioned conditions as much as possible and relying on the 

existing survey research on the use of financial management instruments and practices in 

public sector on the one hand and the academic literature on management control systems  on 

the other hand, we propose a number of indicators.  

 

Our respondents were asked several questions on four organizational wide-documents: the 

long-term policy plan, the long-term financial plan, the policy plan 2008 and the budget 

2008.3 Our questions were based on a range of indicators, which can be broken down into two 

categories: ‘indicators relating to the characteristics of the planning and budgeting 

documents’ and ‘indicators referring to the process of planning and budgeting’. Table 2 

presents the indicators by document (long-term vs. on a yearly basis) and by category 

(characteristics vs. process).4 By making use of these indicators, one still has to rely on self-

reporting by respondents to a certain extent. However, it will be clear that attempts were made 

to objectify the indicators as much as possible.   

 

                                                 
3 We also asked our respondents whether or not their organization had drawn up other long-term or yearly policy 
plans, apart from those obliged by law/decree, and if this was the case, to note down the name of these plans and 
to describe shortly their focus.  
4 For full-length versions of the questionnaires, please contact the author: katrien.weets@soc.kuleuven.be.  
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Table 2. Indicators of integration in key interface A 
 

 Indicators relating to the characteristics of the planning and budgeting 
documents Indicators referring to the process of planning and budgeting 

Policy 
plan 

2008 & 
Budget 

2008 

• Indicators on the extent to which the policy plan 2008 is linked to the 
budget 2008: 

o Respondents’ answers on the question whether or not the policy plan 
2008 presents an estimate of receipts and expenditures for each policy 
goal (answering possibilities: yes/no/for some policy goals); 

o Respondents’ answers on the question whether or not the policy plan 
2008 indicates for each policy goal by which funds it will be financed 
(answering possibilities: yes/no/for some policy goals); 

o Respondents’ answers on the question whether or not the policy plan 
2008 indicates which proportion of fixed expenditures is assigned to 
each goal (answering possibilities: yes/no/for some fixed 
expenditures/for some goals); 

o Respondents’ answers on a set of statements (5 point Likert scale-
items):  
- The policy plan 2008 indicates for each goal which budget items it 

will affect;  
- The goals in the policy plan 2008 concur with the goals formulated 

in the long-term policy plan; 
- The policy plan 2008 refers (at least) for each goal to the budget 

2008;  
• Number of operational goals formulated in the policy plan 2008 

(respondents were asked to note down 0, if no goals were formulated); 
• Respondents’ estimates of the proportion (in %) of the policy plan 2008 

and the budget 2008 that related to ‘continuous/constant policy’ on the 
one hand and ‘new/variable policy / new policy initiatives’ on the other 
hand; 

• Respondents’ perceptions of the way in which the policy plan 2008 of 
their organization is structured (answering possibilities: around the  
departments/divisions within my organization (organization chart); 
around the policy sectors; around the priorities of my organization; 
around the functional classification of the budget; around the aldermen’s 
job responsibilities/competences). 

• Respondents’ perception of the importance of the different actors involved 
in the drawing up of the policy plan 2008 and the budget 2008 (respondents 
were asked to score the importance of several actors on a 5 point Likert 
scale: the mayor, (members of) the board of aldermen, the town manager, 
the financial manager/comptroller, the members of the management team, 
other managers, staff members of the financial department(s), staff 
members of front office department(s); staff members of back office 
departments with the exception of the financial department, majority 
councillors, opposition councillors, (firms of) consultants, other 
municipalities, advisory bodies.  

• Sequence of the drawing up of the different plans 
• Respondents’ estimates of the number of man-days spent on the drawing 

up of the different plans (by staff members/not by politicians) 
• Respondents’ estimates on the number of staff members involved in the 

drawing up of the policy plan 2008, in the monitoring process and in the 
evaluation process.   
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 Indicators relating to the characteristics of the planning and budgeting 

documents Indicators referring to the process of planning and budgeting 

Long-
term 

policy & 
financial 

plans 

• Indicators on the extent to which the long-term policy plan is linked to 
the long-term financial plan: 

o Respondents’ perception on whether or not the long-term policy plan is 
linked to the long-term financial plan; 

o Respondents’ answers on the question whether or not the long-term 
policy plan indicates which proportion of fixed expenditures is 
assigned to each strategic goal (respondents were offered the following 
answering possibilities: yes/no/for some fixed expenditures/for some 
strategic goals); 

o Respondents’ answers on a set of statements (5 point Likert scale-
items):  
- The long-term policy plan indicates for each strategic goal which 

financial efforts it will require from the municipality;  
- The long-term policy plan refers (at least) for each goal to the long-

term financial plan; 
- The long-term financial plan provides insight into the financial 

consequences of the policy goals set. 
• Number of strategic goals formulated in the long-term policy plan 

(respondents were asked to note down 0, if no strategic goals were 
formulated); 

• Number of operational goals formulated in the long-term policy plan 
(respondents were asked to note down 0, if no operational goals were 
formulated); 

• Respondents’ estimates of the proportion (in %) of the long-term policy 
plan that related to ‘continuous/constant policy’ on the one hand and 
‘new/variable policy / new policy initiatives’ on the other hand; 

• Respondents’ perceptions of the way in which the long-term policy plan 
of their organization is structured (answering possibilities: around the  
departments/divisions within my organization (organization chart); 
around the policy sectors; around the priorities of my organization; 
around the functional classification of the budget; around the aldermen’s 
job responsibilities/competences). 

• Respondents’ perception of the importance of the different actors involved 
in the drawing up of the most recent long-term policy and financial plan 
(respondents were asked to score the importance of several actors on a 5 
point Likert scale: the mayor, (members of) the board of aldermen, the 
town manager, the financial manager/comptroller, the members of the 
management team, other managers, staff members of the financial 
department(s), staff members of front office department(s); staff members 
of back office departments with the exception of the financial department, 
majority councillors, opposition councillors, (firms of) consultants, other 
municipalities, advisory bodies.  

• Sequence of the drawing up of the different plans 
• Respondents’ estimates of the number of man-days spent on the drawing up 

of the different plans (by staff members/not by politicians) 
• Respondents’ estimates on the number of staff members involved in the 

drawing up of the most recent long-term policy plan, in the monitoring 
process and in the evaluation process;  

• Respondents’ answers on the question whether or not the long-term policy 
plan is adjusted on a yearly basis; 

• Respondents’ answers on the following statement (5 point Likert scale-
item):  
- The long-term financial plan was drawn up in consultation with the 

management team/other managers.  
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We included the ‘indicators referring to the process of planning and budgeting’ in our 

framework, as we believe that these might provide a lot of information on the extent to which 

the processes of planning and budgeting are truly integrated (e.g. on the involvement of the 

financial manager/comptroller and of the staff members of the financial department(s) in the 

policy planning process and vice versa). Pollitt (2001) already made some implicit references 

to process-indicators in his earlier proposals for indicators of integration (he postulated for 

instance the following sub-question: “are operational managers routinely involved in the 

discussions about budget-making?”). In our opinion, as the indicators referring to the process 

of planning and budgeting are very relevant to the topic of integration, they should be an 

integral part of the framework.  

 

Furthermore, different authors (e.g. Pollitt, 2001; Moynihan, 2006) have stated that 

performance management also encompasses the implementation of results-based 

accountability. Results-based accountability can roughly be said to imply that managers have 

clear goals and receive a certain degree of autonomy to implement processes to achieve these 

goals. Within the context of the integration of budgeting and planning, we focused on the 

level of budgetary autonomy of local governments’ staff members. In order to gain more 

insight into this topic and into its relation to the integration of financial management and 

performance management, we asked our respondents whether or not their organization had 

appointed budget-holders (members of staff who are responsible for the day-to-day 

management of the budgets they hold), and if yes, how many, on which levels (top 

management, middle management, and/or staff members), and whether or not the budget 

holdership is related to objectives and/or results within their organization.  

 

These indicators have the advantage of being rather objective (except for the question whether 

or not budget holdership is related to objectives and/or results, for which we basically have to 

trust on respondents’ perception). One should, however, take into account their disadvantages 

as well. A major drawback is for example that they are limited to mapping the extent of 

formal autonomy granted. As such, they are not able to provide an indication on the extent to 

which de facto autonomy is granted to local governments’ staff members (for a clarification of 

this distinction, see Verhoest et al., 2004). We firmly believe that, in order to measure the 

degree of de facto autonomy within organizations, one should address questionnaires to all 

staff members of those organizations (or at least to a representative sample). As our target  

group of respondents was limited to local town managers and financial 
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managers/comptrollers, we were not able to capture the extent to which de facto autonomy is 

granted to local governments’ staff members within our own survey research (cfr. infra).  

 

Before we elaborate on the case of the Flemish municipalities, a couple of remarks should be 

made. Firstly, the indicators we proposed are intended as a basis for further discussion. To our 

knowledge, so far, only few studies have been conducted on this topic within the European-

Continental context. Hence, further refinement of the framework and the indicators might be 

necessary. Secondly, we are fully aware of the limitations of conducting survey research. In 

practice, financial management and performance management systems often encompass very 

complex processes. As such, mapping their features by conducting survey research might turn 

out to be a difficult task. We also admit that, in order to comprehend the full complexity of 

this subject, scholars may have to complement survey research with a number of in-depth 

case studies (for which the indicators proposed in table 2 might offer some guidance as well). 

Nevertheless, we firmly believe that survey research oriented at mapping the integration of 

financial and performance management of local governments and the extent to which these 

are mutually divergent, can add value to our knowledge of public financial management 

reforms. For example, a comparison of local governments within a same country, has the 

advantage that some macro-variables, (like e.g. type of politico-administrative regime), 

brought forward by Lüder (1992) and Pollitt & Bouckaert (2004) to explain public 

management and financial management reforms, can be left aside in the explanatory model. 

One can seize this opportunity to focus on other variables that possibly determine the pace 

and nature of local government modernization trajectories. Moreover, by using a more 

analytical research approach, financial management practices within different countries can be 

studied in more systematic, cumulative and positivistic ways than so far has been the case. 

This research strategy might for its part enable comparison across boundaries.  

 

4. The case of the Flemish municipalities  

 

To illustrate the use of the framework laid out in the previous sections, we will present some 

findings of a survey research we conducted very recently. Since we concluded this survey 

only a month ago and since we are currently still in the process of carrying out the analyses, 

the data presented in this section should be considered preliminary.  
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Questionnaires were sent to the local town managers and the financial managers/comptrollers 

of the 308 Flemish municipalities. These respondents were selected, as we expected them to 

have the best overall view on the policy and financial planning processes within their 

organizations. We followed two different strategies to approach our target groups. The 

questionnaires addressed to local town managers were sent by post. The financial 

managers/comptrollers, on the other hand, also had the opportunity to fill in our 

questionnaires on-line. Hence, with regard to the latter group we applied a ‘multimode survey 

design’ in order to get a sufficient high response rate. In the future, we will have to check for 

possible biases, originating from the application of these different modes. Based on literature, 

however, we expect these to be rather limited, as both types of data collection are based on 

respondents’ self-administration and as we did not complement them with face-to-face or 

telephone surveys (see e.g. Dillman, 2007; Leeuw de, 2005). Therefore, in our opinion, in this 

case, the disadvantages of using a multimode design are counterbalanced by its benefits.  

 

The overall response rates amount to a total of about 56% (n=172) for the target group of the 

municipal town managers and about 80% (n=247) for the target group of the financial 

managers/comptrollers. The fieldwork was carried out between September 2008 – January 

2009 in the case of the municipal town managers’ survey. The fieldwork of the financial 

managers/ comptrollers’ survey for its part lasted from November 2008 – February 2009.  

 

Within the scope of this text, we present a number of descriptive results of the survey we sent 

to the financial managers/comptrollers.5 We selected these particular data, as they, even on 

their own, already reveal much about the degree of integration of Flemish municipal financial 

and performance management.   

 

81% (n=201) of the financial managers/comptrollers indicate that their organization drew up a 

policy plan for the year 2008, 11% (n=28) that it did not. The non-response rate for this 

particular question was 7% (n=18)).  

 

Table 3 presents the respondents’ answers on the question whether or not their organization 

formulated policy goals in their policy plan. The first column denotes the different answering 

                                                 
5 We will elaborate on our empirical data more extensively in following papers.  
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possibilities. The second column presents the absolute figures. The third column shows the 

percentages in relation to the total population.   

 

Table 3. Respondents’ answers on the question whether or not their organization formulated 

policy goals in the policy plan 2008 

Answering possibilities Absolute figures Relative figures 

Yes 165 67 

No 36 15 

Not applicable 28 11 

No answer 18 7 

 

67% of the respondents report that their organization did indeed formulate policy goals in the 

policy plan, while 15% indicate that their organization did not. We did not submit this 

question to 11% of the respondents, because the question was not applicable to their situation, 

as they had denoted that their organization did not draw up a policy plan for the year 2008. 

The non-response rate for this question is 7%. In other words, 82% of the respondents who 

indicated that their organization drew up a policy plan (n=201=81% of the total population, 

cfr. supra) reported that their organization also formulated policy goals in this plan. 18% of 

this particular group of respondents indicated that in their organizations this is not the case.   

 

Table 4 shows respondents’ answers on the question whether or not the policy plan of their 

organization presents an estimate of receipts and expenditures for each policy goal. Again, the 

first column denotes the different answering possibilities. The second column presents the 

absolute figures. The third column shows the percentages in relation to the total population.   

 

Table 4. Respondents’ answers on the question whether or not the policy plan of their 

organization presents an estimate of receipts and expenditures for each policy goal 

Answering possibilities Absolute figures Relative figures 

Yes 77 31 

No 29 12 

For some policy goals 55 22 

Not applicable 64 26 

No answer 22 9 
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31% of the respondents denote that the policy plan 2008 presents an estimate of receipts and 

expenditures for each policy goal. Besides this, 22% of the financial managers/comptrollers 

indicate that this is the case for some policy goals. The results for the categories ‘no answer’ 

and ‘not applicable’ were respectively 9% and 26%. In other words, of the group of 

respondents who state that their organization formulated policy goals in its policy plan, 2% 

did not answer this particular question, 47% report that the policy plan 2008 of their 

organization presents an estimate of receipts and expenditures for each policy goal, and 33% 

that this is the case for some policy goals. 18% of the respondents on the contrary indicate 

that the policy plan 2008 of their organization does not present an estimate of receipts and 

expenditures for each policy goal. 

 

Moreover, only 4% of the financial managers/comptrollers report that the policy plan 2008 

indicates which proportion of fixed expenditures is assigned to each policy goal. Respectively 

5% and 10 % of the respondents denote that this is the case for some fixed expenditures and 

for some policy goals.  

 

With regard to the long-term policy plan, 85% (n=209) of the financial managers/comptrollers 

indicate that their organization did drew up a similar plan, and 11% (n= 25) that it did not. 5% 

(n=13) of the respondents did not answer this question. 

 

Table 5 shows respondents’ answers on the question whether or not their organization did 

formulate strategic goals in its long-term policy plan.  

 

Table 5. Respondents’ answers on the question whether or not their organization formulated 

strategic goals in its long-term policy plan 

Answering possibilities Absolute figures Relative figures 

Yes 152 62 

No 33 13 

Not applicable 23 9 

No answer 39 16 

 

62% of the respondents report that their organization did formulate strategic goals in its long-

term policy plan, and 13% indicate that it did not. The results for the categories ‘no answer’ 

and ‘not applicable’ were respectively 16% and 9%. Hence, of the group of respondents who 
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reported that their organization drew up a long-term policy plan, 73% indicated that their 

organization formulated strategic goals in it, while 16% denoted that it did not.  

 

Amongst other things, we also asked our respondents to what extent they think that the 

following statement is applicable to their own organization: “The long-term policy plan 

indicates for each strategic goal which financial efforts it will require from the municipality.” 

The results are presented in table 6.  

 

Table 6. Respondents answers on the extent to which the following statement is applicable to 

their organization “The long-term policy plan indicates for each strategic goal which financial 

efforts it will require from the municipality.” 

Answering possibilities Absolute figures Relative figures 

Completely agree 20 8 

Rather agree 41 17 

Not agree/not disagree 20 8 

Rather disagree 45 18 

Completely disagree 48 19 

Not applicable 23 9 

No answer 29 12 

 

Hence, 37% of the respondents report that they completely or rather disagree, while only 25% 

indicate that they completely or rather agree with this statement. 20% denote to neither agree 

or disagree. The results for the categories ‘no answer’ and ‘not applicable’ were respectively 

12% and 9%. 

 

With regard to the long-term financial plan, a similar statement was presented to the 

respondents: “The long-term financial plan provides insight into the financial consequences 

of the policy goals set.”  Table 7 presents the results.  
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Table 7. Respondents answers on the extent to which the following statement is applicable to 

their organization “The long-term financial plan provides insight into the financial consequences 

of the policy goals set.” 

Answering possibilities Absolute figures Relative figures 

Completely agree 27 11 

Rather agree 95 38 

Not agree/not disagree 30 12 

Rather disagree 37 15 

Completely disagree 16 6 

Not applicable 20 8 

No answer 22 9 

 

21% of the respondents state to completely or rather disagree with this statement, while 49% 

reports to completely or rather agree. The results for the categories ‘no answer’ and ‘not 

applicable’ are respectively 9% and 8%. 

 

Besides this, only 4% of the financial managers/comptrollers denote that the long-term policy 

plan indicates which proportion of fixed expenditures is assigned to each strategic goal. 

Respectively 7% and 9% indicate that this is the case for some fixed expenditures and for 

some strategic goals.  

 

Hence, one can state that the Flemish municipalities are introducing the performance 

management basics (e.g. the formulation of policy goals, the drawing up of a strategic plan) 

slowly but surely in their organizations. However, based on the preliminary results presented 

above, the link between these instruments and the financial management systems seems only 

very weak in the great majority of the Flemish municipalities. Several contextual factors can 

explain this state of affairs. Pollitt (2001) for instance identified a number of key variables to 

explain the degree of integration of the financial and the performance management system 

within organizations. The author states among other things that integrating both systems is 

more difficult to achieve in a context where 1) historical incrementalism is the basis of 

resource planning and allocation; 2) line-item budgets are used; 3) the accounting entities do 

not match the units in which programme activities are carried out and performance is 

measured. Historical incrementalism as a basis of resource planning and allocation has a long 

tradition in the Flemish municipalities. Besides this, so far, the formal budget structure of the 
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Flemish municipalities is still line-item based. Moreover, their formal accounting system 

actually consist of two different accounting systems: a budgetary accounting system on a 

modified cash basis one the one hand and a modified accrual accounting system on the other 

hand. The budgetary accounting system, however, is still dominant.6 As such, taking Pollitt’s 

work as a starting point, the context within which the Flemish municipalities currently 

operate, can be said to be unfavourable for achieving a further integration of their financial 

and performance management systems.  
 

In order to gain more insight into the level of budgetary autonomy of municipalities’ staff 

members, we also asked our respondents whether or not their organization has appointed 

budget-holders (cfr. supra). The results of our survey are shown in table 8.  

 

Table 8. Respondents’ answers on the question whether or not the local town manager of their 

organization was appointed as a budget-holder 

Answering possibilities Absolute figures Relative figures 

Yes 23 9 

No 202 82 

No answer 22 9 

 

Our results indicate that only 9% of the municipal organizations have appointed their local 

town manager as a budget-holder, and that 82% have not. The non-response rate for this 

question is 9%.  

 

Furthermore, only 5% of the Flemish municipalities seem to have appointed middle-managers 

as budget-holders, and only 2% of the respondents state that other staff members (than top or 

middle managers) are appointed as budget-holders in their organization.  

 

We also asked our respondents whether or not in their opinion the budget holdership within 

their organization is related to objectives and/or results. Table 9 presents the results.  

 

 

                                                 
6 Currently, the Flemish municipalities are awaiting the minister’s orders in pursuance of the new decree on 
municipal organization (the so-called ‘Municipal Decree’). This decree was approved in 2005 and partly came 
into force in 2007. The stipulations regarding municipal financial management, however, are not put into force 
yet.   
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Table 9. Respondents’ answers on the question whether or not in their opinion the budget 

holdership within their organization is related to objectives and/or results 

Answering possibilities Absolute figures Relative figures 

Yes 7 3 

No 26 11 

For some budget holders 3 1 

Not applicable 189 77 

No answer 22 9 

 

Only 3% of the respondents report that this is indeed the case. 1% indicate that this applies to 

some of the budget-holders within their organization and 11% denote that the budget 

holdership is not related to objectives and/or results. The results for the categories ‘no answer’ 

and ‘not applicable’ are respectively 9% and 77%. Put in other words, of the group of 

respondents who indicate that their organization has appointed budget-holders, which on its 

own is already very small, only a slight minority denotes that the budget-holdership is indeed 

related to objectives and/or results. 

 
Based on these findings, one can state that the Flemish municipalities still feel very hesitant 

about delegating budgetary autonomy to their staff members. This finding is consistent with 

the reform experiences within the United States, where, according to Moynihan & Pandey 

(2006), ‘results-based reforms have overshadowed the devolution of authority’. In one of his 

other works, Moynihan (2006) warned for the consequences of adopting performance 

management instruments without expanding managerial authority. The possibility to formally 

appoint budget-holders, however, was offered only quite recently to the Flemish 

municipalities: they can formally appoint budget-holders since 1 January 2007. As such, one 

should be cautious not to jump to conclusions based on these preliminary findings.  

 

Further research and data analysis will be needed to provide a more extensive description of 

the (differences in the) budgeting practices of the Flemish municipalities, and to explain 

these.  
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5. Conclusion 

 

Inspired by Chan’s (2003) work, our paper suggests a more systematic, positivistic and 

cumulative research approach towards studying public financial management practices. In 

order to contribute to the development of a standardized analytical tool, we presented a 

framework to examine local government financial management practices in general and local 

government budgeting practices in particular by means of survey research. Our focus was on 

mapping the degree of integration of financial and performance management systems. Hence, 

our paper reflected a managerial point of view.  

 

Taking Pollitt’s (2001) framework for mapping the integration of financial and performance 

management as our starting point, we proposed a number of indicators which might be used to 

map the integration of local governments financial and performance management systems in 

key interface A, where the processes of budget-making and target-setting intersect. As was 

already mentioned before, we are fully aware of the limitations that our approach poses. 

Nevertheless, we firmly believe that studies – both survey and case based – that are oriented 

at opening the black box of the financial and performance management systems of local 

governments, can add value to our knowledge of public financial management reforms. 

 

To illustrate the use of our framework, we presented some descriptive statistics on the case of 

the Flemish municipalities. Based on these preliminary findings, we concluded that, currently, 

performance management basics are getting introduced slowly but surely within the Flemish 

municipalities. However, in a great majority of them, the link between the performance and 

financial management systems seems only very weak. We attempted to explain this state of 

affairs by referring to some key contextual variables advanced by Pollitt (2001). It seems that 

the formal budgeting and accounting systems of the Flemish municipalities constitute a 

context in which it is difficult to achieve further integration. Besides this, only few Flemish 

municipalities seem to make use of the possibilities quite recently offered to them to formally 

delegate budgetary autonomy to their staff members.  

 

Further research in this area is needed to refine the indicators we identified in our paper, and 

to advance and discuss indicators which can be used to map the other eleven key-interfaces, 

put forward by Pollitt (2001). In our opinion, we also need to reopen the debate on the 

foundations of comparative research. After all, we firmly belief that the time has come to 
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stress content over context, and to open the black box of local government financial 

management systems. While we admit that the macro-level picture (like e.g. the regulatory 

framework, the politico-administrative culture) is essential to understand the pace and the 

possibility of reform processes in governmental accounting systems, we are also convinced 

that we should attempt to move beyond this macro-picture, in order to provide a more 

comprehensive picture of local governments’ financial management practices. After all, the 

financial system is the backbone of any government, and we need to get down to the crux of 

the matter.  
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