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Abstract: Agencification and granting public sector organizations managerial autonomy in 

particular, is believed to change organizational cultures, away from traditional compliance- 

oriented, detail- oriented, bureaucratic cultures, and towards organizational cultures which are 

more oriented towards external customers. There is however very little empirical information 

on the relationship between managerial autonomy and organizational culture. Using a unique 

dataset on public agencies in Flanders we not only test how managerial autonomy affects the 

strength of a customer- oriented culture within public sectors but also examine whether this 

culture becomes dominant over traditional public administration culture.  Analysis show that 

managerial autonomy positively affects a customer- oriented culture; however it does not 

make it a dominant culture.  
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1. Introduction 
 

Public sector managers and academic researchers are demonstrating an increased interest 

in understanding the concept of organizational culture (Denhardt 1991, Jreisat 1997, Zamanou 

and Glaser 1994). One of the primary reasons for this increased interest is based on the fact 

that organizational culture is recognized as an important factor for the effectiveness and 

performance of public sector organizations (Denison 1990, Kotter and Heskett 1992, Sorensen 

2002, Cameron & Ettington 1988). Traditional public administration culture is focused on 

very strict compliance to regulations and procedures, with high emphasis on accurate 

implementation of general rules to individual decision, high level of attention to details and 

precision as the main criteria for accountability (Dreschler 2001). Critics claimed that this 

compliance oriented emphasis on details caused overregulation, inflexible working attitudes, 

risk avoiding, quality deficits and inefficiencies (Dreschler 2001). For public sector reforms 

with the aim to increase organizational performance, manipulation of culture is therefore one 

of the first actors for attention (Wilson 2000, O’Donnell & Boyle 2008).  

In the last decades, the public sector has undergone a series of strong managerial reforms 

with the goal to improve public sector effectiveness and performance. A process of 

organizational change has accompanied these reforms and is oriented towards the 

development of post- bureaucratic organizational culture (Parker and Bradley 2000). One of 

the most striking reform trends in public administration over the past 20 years is the rise of 

New Public Management (hereafter NPM). NPM as countermovement advocated the 

introduction of private management techniques and models in order to bring a more customer 

oriented and innovative organizational culture within government bureaucracies. Hence, NPM 

entailed the introduction of managerial autonomy, performance management and incentives, 

competition and other reform elements. More precisely; agencification, the creation of semi- 

autonomous agencies that operate at arms’ length of the government to carry out public tasks 



in a relatively autonomous way was believed to create a stimulating environment, as much as 

possible similar to the private market, for senior civil servants, so that they would encourage 

their organizations and staff to perform better (e.g. Lane 2001; Hood 1995; Pollitt and 

Bouckaert 2011). Managerial autonomy can be seen as a constitutive component of 

agencification. Following NPM logic managerial autonomy would amongst others, lead to a 

greater focus on customers and thereby on a customer- oriented culture and as Moynihan 

(2006) states a rejection of traditional public administration cultures since these are too slow, 

too rigid and rarely focused on results.  

Research to date however gives mixed messages as to what the precise effects of 

increased managerial autonomy on an organizational level are (e.g. Batley 1999, Van de 

Walle and Hammerschmid 2011, Verhoest et al. 2010, Laegreid and Verhoest 2010). One 

possible explanation for these mixed results could be that although many public sector 

organizations seem to have characteristics of NPM-style structures on the surface, with high 

levels of managerial autonomy, the fundamental organizational culture has remained the 

same.  These mixed results and the strong diversity and heterogeneity of public sector 

organizations made governments to put a renewed focus on the coordination of policy and 

management (Bogdanor 2005, Gregory 2006, Halligan 2006, Richards and Smith 2006, 

Christensen and Laegreid 2007, Laegreid and Verhoest 2010).  

Although organizational culture can be seen as an important element of reforms in the 

public sector, it is surprising that there is only a limited empirical understanding of culture 

(Sinclair 1991) in the public sector. More precisely, literature on the relation between 

managerial autonomy and organizational culture is still incipient. Yet governments of most 

OECD countries continue to change the structure of their public sector fundamentally, shifting 

the degree of autonomy, without any evidence of the precise effect hereof on organizational 

culture. 



An understanding of organizational culture in the public sector, and more in particular an 

understanding of the effect of external factors on organizational culture, may help explain and 

assess the appropriateness and outcomes of a reform process (Parker and Bradley 2000, 

Gouldner 1954, Wilson 1989). The objective in this article is therefore to advance 

understanding of the effect of managerial autonomy on organizational cultures within public 

sector organizations. Will managerial autonomy lead to a predominantly customer- oriented 

culture and, as suggested by Moynihan (2006), a rejection of traditional, bureaucratic 

cultures?  Or in other words, will public sector organizations with increased managerial 

autonomy ‘rebel’ against traditional PA cultures and thus be subject to a cultural revolution? 

In general, managerial autonomy can be defined as the level of decision making 

competencies (discretion) of an organization has vis-à-vis superior levels, bodies and actors 

(Verhoest et al. 2004). Granting a public sector organization more managerial autonomy 

involves shifting decision making competencies from external actors (i.e. parent ministries, 

ministers) to the organization itself by delegation or devolution. For what follows managerial 

autonomy is defined as the extent to which an organization can decide independently from 

political and administrative principals on the choice and use of resources (Verhoest et al. 

2004) and thus refers to the managerial decisions senior managers can make.  

The focus of this article is on specific types of public sector organizations, which we refer 

to as agencies. Agencies are variously described internationally as non- departmental public 

bodies, hybrids, quangos, fringe bodies, non- majoritarian institutions, quasi- autonomous 

public organizations, and distributed public governance (see e.g. Wettenhall 2005, 

Christensen and Laegreid, 2006, Roness, 2007). How an agency is defined and what it does 

varies considerably across national and organizational cultures, legal systems and political 

systems (Smullen 2004).  Following Pollitt et al. (2004) and Talbot (2004) we focus on those 

public agencies with following features: 1) they are public law bodies, 2) they are structurally 



disaggregated from other organizations or from units within core ministries, 3) they have 

some capacity for autonomous decision making with regard to management policy, 4) they 

are formally under at least some control of ministers and ministries, 5) they have some 

expectation of continuity over time, and 6) they have some resources on their own. 

Companies and corporations with a commercial focus which have to closely observe the laws 

regulating private companies or which are registered under company law as a company and 

governmental foundations, trusts and charities are excluded from our understanding of 

agencies. One of the defining characteristics of agencies is that they have some form, and 

degree, of autonomy from superior bodies. 

The remainder of the paper is organized as follows. The next section discusses the 

importance of culture and the effect of managerial autonomy in more detail. The used data is 

discussed in section 3. Section 4 presents an in- depth analyses of the relationship between 

managerial autonomy and organizational culture, and section 5 concludes. 

2. The importance of organizational culture and the effect of managerial 

autonomy 

 

Since culture and organizational performance are argued to be inextricably linked 

(Denison 1990, Kotter and Heskett 1992, Sorensen 2002, Cameron & Ettington 1988), 

organizational changes trying to improve performance are equally linked to organizational 

culture. Nonetheless, Quirke (1995) argues that culture can sometimes impede perspective 

changes noting that “the force of the culture is for the status quo, culture is the means by 

which we bring stability to the threat of change”. This is also in line with Ban (1995) who 

came to the conclusion that understanding of organizational culture and cultural types also 

helps in understanding why managerial reforms may impact differently within and between 

organizations. Some organizational cultures are more able to adapt these changes. 



Consequently culture can, as driver or obstacle, affect reforms. Zalami (2005) identified 

attributes of cultures which could obstruct public sector improvement. These attributes 

included being rules driven, having a bureaucratic nature, inefficient use of resources and 

unaccountability of results. Litton (2006) comes to a similar observation, a simple structure 

form favored by bureaucracies, can lead to cultural traits that limit performance. In such 

structures there is very little freedom for employees to excel beyond the structured boundaries 

in place. According to O’Donnell (2006), in order to facilitate innovative initiatives and to 

create an entrepreneurial culture in the public sector, a supportive environment for developing 

‘enterprising leaders’ should be developed.  

Based on the above, the successful implementation of reforms is founded on a 

combination of changing structures and systems, and about getting people to think and work 

outside of institutional boundaries (OECD 2008a). One the one hand, organizational culture 

can influence the effect of structures and systems, but on the other hand these structures and 

systems can affect organizational culture. Administrative reforms consequently not only need 

a matching organisational culture, but reforms can also change organisational culture. 

Organizational culture denotes a wide range of social phenomena, including an 

organization’s language, behaviour, beliefs, values and assumptions. Following Schein (2000) 

culture can be defined as follows: 

 

“Culture is a pattern of shared basic assumptions that the group learned as it solved it 

problems of external adaptation and internal integration that has worked well enough to be 

considered valid and, therefore, to be taught to new members as the correct way to perceive, 

think, and feel in relation to those problems.” 

 



Culture is thus based on both internal processes (‘internal integration’) and external 

processes, more precisely the relation of the organization with its environment (‘external 

adaptation’). For what follows, the above definition of organizational culture is used. 

Accordingly agencification and managerial autonomy in particular can affect organizational 

culture. There are three specific theoretical perspectives which explain why agencification 

and increased managerial autonomy in particular would lead to a customer- oriented culture. 

First, by agencification and granting organizations more managerial autonomy, public 

sector organizations are put further away from their political principal and parent department, 

and closer to the users and customers of their services (Verhoest et al. 2007). This increases 

the expectations of customers and political principals that these organizations will value the 

judgment of customers and the quality of their products more than was the case when they 

were ordinary departments. Because organizations are put at arms-length of their minister and 

parent department, political signals are attenuated and possibilities for horizontal control by 

peers and customers are enlarged (Egeberg 2003, Egeberg and Trondal 2009, Thiel and 

Yesilkagit 2011). In order to retain the legitimacy of their organization as autonomous agency 

vis-à-vis their customers and their political principals (and thus to safeguard their continuous 

existence and sufficient resources in the future), senior managers of these agencies will 

encourage the development of a customer-oriented culture (see e.g. Osborne 1998, Verhoest 

et al. 2007). Proceduralism with its high emphasis on details and precision is considered to 

hamper flexibility.  

Second, agencification is meant to create organizations which are very much targeted and 

well-equipped to perform a narrowly defined task. They are designed to be single-purpose 

organizations in contrast to traditional departments which manage several, and sometimes 

mutually conflicting, objectives at the same time. In single purpose organizations it is easier 

to define the customers of their services, and hence to be more customer- oriented. In 



traditional departments where resources and expertise are devoted at multiple services at the 

same time it is much harder to cumulate enough targeted expertise and resources in order to 

be innovative. So, specialization fosters a customer- oriented culture. 

Another explanation can be found in social identity theory. When new organizations are 

created like in the case of agencification, these new organizations need to build up their own 

identity, separate and distinguishable from their parent department. Social identity theory 

claims that in order to stimulate group identification of individuals, groups will try to 

emphasize their differences with other similar groups, claiming their superiority by 

stimulating other behavior than in the other groups (Demuzere 2012). In case of 

agencification, the newly created autonomous agencies will aim to strengthen their own 

internal cohesion by emphasizing and fostering features that distinguish themselves from their 

parent departments where they originate from. One such important feature is organizational 

culture. As ministerial departments are still more infused with traditional cultures 

emphasizing compliance, details and precision, newly created agencies will emphasize 

organizational cultures which are sufficiently different: organizational cultures which 

emphasize an orientation towards external customers, which emphasize flexibility and 

innovation, as well as risk taking behavior. Agencies will present themselves to the outside 

world stressing these features which distinguish them from their parent department. Indeed, 

Thiel and van der Wal (2010) find that Dutch agencies with more managerial autonomy 

exhibit more managerial values linked to private sector organizations such as valuing 

customers compared to traditional departments or public sector bodies with less managerial 

autonomy. This is in line with a study of van der Wal (2008) and Debruijn and Dicke (2006) 

whose findings indicate that managers from organizations with more managerial autonomy 

are more inclined to adopt businesslike values. This is also in line with the managerialist 

theory which expects public bureaucrats to behave as private sector managers when they are 



given sufficient flexibility and autonomy to manage as they see fit and when bureaucrats are 

freed from all procedures and regulations they are traditionally subjected too. Managerialist 

theory assumes that self-determination motivates bureaucrats to perform well. Under 

conditions of sufficient autonomy and flexibility, senior civil servants will emphasize an 

orientation on performance and customers in their organizations. In autonomous agencies, 

managers have the possibility to device the right incentives for their staff to act in a customer 

oriented and innovative way.  

Based on the above, having managerial autonomy is one of the key elements of NPM 

doctrines to develop a customer oriented culture. NPM doctrines however stress that public 

managers should also be incentivized through result control by the government (OECD 1997). 

The relationship between the public sector organization and the oversight government is 

indeed a typical example of a principal- agent relationship, whereby the public sector 

organization acts as the agent of their political and administrative principals. Principal-agent 

theory emphasizes that the agent may use his autonomy to behave opportunistically (Jensen 

and Meckling 1976). According to Bouckaert (1998) result control by the political and 

administrative principals is believed to temper opportunistic behavior by the public agency 

and to enhance its performance in several ways. First, the information asymmetry between the 

government and the public agency as to the performance of the latter is lessened by the use of 

information revealing instruments. Second, the goals of both parties are aligned more closely 

because clear objectives and targets are set and negotiated. Third, result control instruments 

like performance contracts may set priorities among the objectives of the different involved 

ministers, reducing the "multiple principals' problem" (Bouckaert 1998). Hence, the NPM-

doctrine, which propagates the delegation of task to autonomous agencies and managerial 

autonomy, stresses the need for a strong result control by the ministers and parent departments 

of such agencies. Agencies should thus be given clear objectives by ministers and the 



achievement of them should be monitored, evaluated and sanctioned in case of mal-

performance (Schick 1996; Bevan and Hood, 2004; Verhoest et al. 2012; Wynen et al. 2013).  

Public agencies thus have to accept a rigid result control system, which includes performance 

indicators and performance monitoring and assessment in order to ensure that the agency uses 

its discretion to pursue the achievement of the objectives of its principal (Christensen et al., 

2004). In this paper we will therefore not only test the influence of managerial autonomy but 

we will also include result control and take the interactions between these terms into account. 

We expect that not only result control has a positive influence on the development of a 

customer-oriented culture, but that the interaction of management autonomy and result control 

has an equally positive effect hereon. Result control is referred to in this article as the extent 

to which the CEO is accountable for results and whether or not this accountability is linked to 

sanctions or rewards (see Verhoest 2010).  

3. Data source, variables and descriptive statistics 

 

For the analysis, data have been provided by the COBRA-network (“Comparative Public 

Organization Data Base for Research and Analysis”)
2
. It developed a common questionnaire 

in order to survey senior managers of public sector organizations in particular, (semi)-

autonomous agencies located directly beneath ministries and ministers. The top level 

management (Chief Executive Officers (CEOs) of these organizations was asked to fill in a 

web-based questionnaire containing several types of questions (i.e. perceptions of autonomy 

and control, innovative activity, management and organizational culture).  

The motivation behind using the perception of CEOs about the actual autonomy of their 

agency is that this will heavily influence their actions and the way in which they manage their 

agency. In a previous and comprehensive case study by Verhoest (2002), it becomes clear that 

                                                           
2For more information see; http://soc.kuleuven.be/io/cost/index.html. 



the de facto autonomy and control perceived by the CEOs may differ substantially from the 

formal autonomy and control of agencies (as set out in legislation and regulations). Later 

studies have yielded similar observations (Verhoest et al. 2004b, Yesilkagit 2004), or shown 

that the behaviour of CEOs was guided by these perceptions (Verhoest 2005a, 2005b). 

Perceptions of autonomy and control give us thereby insights about the room for manoeuvre 

that CEOs think they have, and hence about the actual functioning of agencies (Verhoest et al. 

2010). 

Although the COBRA database includes a wide range of countries, only some of them 

have information on organizational culture. In order to keep a representative sample, Flemish 

data have been used. The agencies that responded proved to be representative for the total 

population, with a broad distribution across type of agency, primary task, ministries and 

policy fields.
3
 Out of the initial 124 observations, 46 organizations have missing data on the 

outcome or explanatory, leaving us with a sample size of 78 agencies. 

Unfortunately, we cannot use panel-econometric methods and thus have to apply cross-

sectional regressions. These methods however do not allow saying much about the direction 

of causality between managerial autonomy and the organizational culture. As discussed above 

theory indicates that organizational structure can affect organizational culture (e.g. Litton 

2006, O’Donnell 2006, Wynen et al. 2013) yet a reversed relationship whereby organizational 

culture affects organizational structure is also possible (e.g. Ban 1995, Pollitt and Bouckaert 

2004, Quirke 1995). Culture can thus be seen as a driver (or obstruction) and result of public 

sector reforms. This chicken- and- egg causality makes the analysis of culture difficult. A 

perfect solution in order to make a clear distinction between correlation and causation would 

be to employ the concept of Granger causality to test for causal relationships in both 

directions. Since there is no longitudinal data available, this is however impossible. The paper 

                                                           
3The representativeness of the data was tested using Chi-square goodness of fit tests. The number of agencies per type in the sample was 

compared with the number of agencies per type in the population. 



is therefore limited to testing one way of the relationship between managerial autonomy and 

organizational culture. In Figure 1 the above is visually presented. 

Please include Figure 1 here 

3.1. Dependent variables 

 

The portrayal of culture in NPM doctrines is somewhat simplistic; an organization 

either has an entrepreneurial culture with a focus on customers or a traditional bureaucratic 

culture. Our data however allow greater variation. Both a customer- oriented and traditional 

PA culture index is availbale; consequently an organization can have characteristics of more 

than one culture. In other words, organizations can simultaneously pursue new and traditional 

cultural characteristics. A measurement instrument for organizational culture as developed 

and tested by Tepeci (2001) was used in the survey. Following Tepeci’s clustering of culture-

items (2001), the following set of items is used to construct the dependent variables; 

customer- and traditional public administration culture
4
: 

Customer- oriented culture 
Traditional public administration 

culture 

Emphasis on quality of service delivery Detail orientedness 

Giving customers what they expect Attention to detail 

Valuing customers Precision 

Relations with customers Accuracy 

 

Each organization was asked to indicate on a scale of 0-6 how distinctive each of these 

items was for their organization as a whole. Each of these scores has been aggregated per 

culture and has been divided by 6, resulting in a value between 0 and 4 for both customer- and 

bureaucratic- oriented culture. Both indexes have found to be reliable (Cronbach's Alpha is 

0.71 for customer- oriented culture and 0.74 for bureaucratic culture). These indexes are thus 

                                                           
4 This index includes properties of a traditional public administration/ Weberian culture (see e.g. Bendix 1977, pg 425), however due to data 

limitations we were unable to include an extra focus on rules and procedure compliant behavior.  



continuous rather than dummy variables, i.e. organizations will have varying levels of each 

culture, rather than be classified as purely customer- oriented or not. 

Comparing these indexes allows us to identify which culture dominates. Following 

NPM doctrines, managerial autonomy should lead to a predominantly customer- oriented 

culture. In order to test which culture dominates, an extra dependent (Customer vs. traditional 

PA culture) is constructed based on the degree of customer- and bureaucratic- oriented 

culture. This variable is equal to one is the agency has an equal or higher score on customer-

oriented culture compared to a traditional PA culture. If the agency indicates that is has a 

predominantly focus on a traditional culture (highest score for traditional PA culture), the 

dependent is set to zero. 

3.2. Independent variables 

 

Two types of managerial autonomy are taken into account; personnel management 

autonomy (PA) and financial management autonomy (FA). Personnel management autonomy 

relates to the autonomy of an agency to take decisions concerning salary level, promotion, and 

evaluation of staff, in general (so beyond individual decisions) without interference from 

ministries. Financial managerial autonomy refers to the extent to which the organization is 

able to shift personnel and running cost budgets, to set tariffs for services and products, and to 

shift personnel- running cost and investment budgets. Both variables have been included as 

dummies, whereby one reflects a high degree of managerial autonomy (autonomy on all items 

per index). See appendix for more detailed information on the precise wording of the survey 

questions and on the construction of the variables. 

Following principal agent theory, a dummy variable result control is included whereby 

the value one equals a ‘hard’ form of performance contracting, in which under- or over-

performance leads to not only the accountability of the agency CEO, but also to sanctions or 



rewards (see Verhoest 2005, 2010, Wynen et al. 2013). A score ‘0’ refers to no result control 

or ‘soft’ result control (meaning CEO is accountable for the results, but without sanctions or 

rewards being given). 

In line with NPM and principal agent theory in particular, we expect that the effect of 

managerial autonomy is linked with result control. We thus construct an interaction term of 

high personnel management autonomy and high result control and one of high financial 

management autonomy and high result control. This allows us to clearly distinguish the 

individual and combined effects of managerial autonomy and result control.  

Furthermore, we control for some other factors which are based on previous studies, 

believed to influence organizational culture (e.g. Verhoest et al. 2010, Laegreid et al. 2011, 

Wynen et al. 2013). By controlling for these factors, we want to reduce the possibility that the 

found influences of managerial autonomy on organizational culture are in fact due to the 

influence of other variables which are not in the model. Our dataset allows controlling for the 

following factors:  

1) A dummy Type is included in order to examine the effects of agency type. Type is coded 

one if the agency is a public or private law based corporation and is set to zero otherwise. 

According to literature (Bouckaert and van Dooren 2003; Bach and Jann 2010) 

organizations closer to government are less in direct contact with citizens and are more 

politicized, which is typically seen as hampering managerial instruments.  

2) Task related factors are also taken into account by the inclusion of a dummy (Services). 

The dummy equals 1 if the agency’s primary task includes general public services or 

business and industrial services. It equals 0 for primary tasks related to regulation, 

exercising public authority and policy formulation.  Agencies having service delivery as 

primary task have been found to have a greater focus on customers since they interact 



most with citizens and private organizations as customers (Borins 1998; Vigoda-Gadot 

2009; Laegreid et al. 2011).  

3) Furthermore a variable on the use of performance management techniques (Perf. Man. 

Tech.) has been added. In order to create a stimulating environment, similar to the private 

market, NPM entailed the introduction of private sector like management techniques, 

performance management techniques in particular. Although culture can affect the 

successful implementation and use of these management techniques, these techniques 

will also have an influence on culture (Schedler and Proeller 2007, Bouckaert 2007). Per 

agency, the CEO was asked to indicate on a 3- point Likert scale to indicate to what 

extent these management techniques were used in their organization. Several 

management techniques are included in the dataset and an explanatory factor analysis 

(using a polychoric correlation matrix, in order to account for their categorical nature) has 

been carried out in order to verify the fact that these load on the same factor. Since they 

do, we can consider them closely related and constructed an index (Cronbach’s alpha 

equals 0.72), ranging from 0 to 12. Following management techniques are included in the 

index: 

 internal performance- based allocation of resources to organizational 

units based on results; 

 internal performance based steering; 

 long term planning and; 

 the use of a reporting and evaluation system.  

4) Size (Size (FTE)) measured in FTE is included as a continuous variable. Following Hull 

&Hage (1982), Borins (2001) and Damanpur (1989, 1991) size can have an effect on 

organizational culture.  



5) Another variable is budget (Budget), which is also included as continuous variable. In 

line with literature (e.g. Koch &Hauknes 2005; NAO 2006; Windrum 2008; Borins 

2010), budget is expected to have an effect on organizational culture.  

6) Furthermore, also agencies age (Age) measured in years since founding is included as a 

continuous variable. According to literature (e.g. Krause 2003; Koch and Hauknes 2005) 

age can be linked to organizational culture since the development of a distinct culture and 

tradition within an organization takes some time (Laegreid et al. 2011). A focus on 

customers was particularly emphasized in NPM-reforms prominent in the 1990s. It could 

therefore be argued that younger agencies, specifically those created in the aftermath of 

NPM would show more customer- oriented culture. 

 

Because the distributions of Size, Budget and Age are highly skewed, we use the logarithms, 

that is; ln(Size), ln(Budget) and ln(Age) in our models.  

 

3.3. Descriptive statistics 

 

Table 1 shows summary statistics for the main variables. The purpose of this Table is to 

test whether the estimation subsample used in the regressions continues to be representative of 

the entire sample or is instead biased in one or more variables, because of an unbalanced 

distribution of missing values. Consequently, we compare the averages and standard 

deviations of the variables introduced in previous sections. Two samples are compared with 

each other: the entire sample population (Full Sample) and the sample including only the 

observations that have no missing values for all the variables (Used Sample).  

 

Please include Table 1 here 



 

Overall, the values reported in Table 1 in the Full Sample and Used Sample columns are 

very similar. This suggests that missing values were randomly distributed, and that the 

observations used to estimate the regressions therefore constitute a representative subsample 

of all the employees that were originally included in the survey. Table 1, however, indicates 

that the variable budget is slightly higher in the sample used for regressions. Nevertheless, 

these higher budgets appear to be distributed evenly over the entire population, as there was 

no ‘organizational’ bias over type of agency in the distribution of missing values. 

Furthermore, we tested for collinearity. Tests indicated that no collinearity exists between the 

variables, the mean VIF equals 2.29.  

A closer look at the main variables of interest reveals that more agencies have high 

personnel management autonomy (31%) than financial management autonomy (26%). 

Furthermore 42% of agencies report to have high result control. The average score on 

traditional PA culture equals 2.72 and 3.06 of customer- oriented culture. On average, 

agencies thus report to have a higher degree of customer- oriented culture compared to a 

traditional PA culture. This is also in line with our third dependent (customer- versus 

traditional PA culture), 73% of our sample has higher or equal score on customer- oriented 

culture compared to a traditional PA culture. 

4. Analysis and results 

 

Standard micro econometric techniques are employed for the multivariate analysis. First, 

we perform two Tobit regressions to estimate the effect of the independent variables on the 

degree of traditional PA and customer- oriented culture. Ordinary least squares (OLS) is not 

suitable because it does not take into account that the dependents are bounded between zero 

and four, which can result in impossible predictions. Consequently, we use a Tobit model, 



where one can set the lower and upper bounds, to deal with this kind of dependent 

(Wooldridge 2002).
5
 Following Wynen et al. (2013) we are only interested in the latent 

variable and following Cameron and Trivedi (2005) the marginal effect hereof is the 

following: 

  {  
 }

    
    

In order to estimate the third dependent, Customer vs. traditional PA culture, we make 

use of a linear probability model (LPM). As Beck (2011) indicates, using linear regression to 

estimate binary dependent variables is becoming standard practice. This model implies: 

P[y=1|x] = E[y|x]: 

E[y|x] =                P[y=1|x] 

 

Following Angrist (2001) and Angrist and Pischke (2009) a non- linear model may fit the 

conditional expectation function more closely than a linear model, however when it comes to 

marginal effects, this should matter little. A downside of this method is that this regression is 

inherently heteroscedastic (Cameron and Trivedi 2005), consequently we use robust standard 

errors. Based on the above a LPM is used to estimate the binary dependent Customer vs. 

traditional PA culture. 

Please include Table 2 

When examining model 1 and model 2 of table 2, we notice that managerial autonomy 

just as result control only has an effect on customer- oriented culture. Contrary to literature 

(e.g. Moynihan 2006), managerial autonomy and result control thus have no effect on the 

degree of traditional PA culture within an agency. When analysing the effect of managerial 

autonomy and result control in more detail, we notice that only personnel management 

                                                           
5 A Lagrange Multiplier was used to test for heteroscedasticity, no problems were detected (the dummy type was used for the 

heteroscedasticity term) 



autonomy appears to have an effect on the customer- oriented culture within an agency, 

financial management autonomy appears to have no effect.  

Although no effect can be found for financial management autonomy, at first glance these 

results appear to be roughly in line with NPM doctrines; personnel management autonomy 

and result control will indeed lead to a more customer- oriented culture and they will not lead 

to a traditional PA culture. Yet when high personnel management autonomy is combined with 

high result control (interaction of (1) and (3)) we notice a significant but negative effect. In 

other words the effect of high result control on a customer-oriented culture decreases when it 

is combined with high personnel management autonomy (alternatively, one could say that the 

effect of high personnel management autonomy on a customer-oriented culture decreases 

when it is combined with high result control).  

When looking at the explanatory variables; we notice that the use of performance 

management techniques matters when agencies try to develop a customer- oriented culture. A 

greater use of such management techniques leads to an increase of a customer- oriented 

culture. However, a similar effect can be observed for the development of a traditional PA 

culture. A greater use of performance management techniques thus also leads to the 

development of a traditional PA culture. Although these findings appear to contradict each 

other, this actually makes sense. Organizations do not possess one, but a combination of 

cultures. Furthermore using performance management techniques should on the one hand 

indeed increase the need for accuracy, detail and precision. On the other hand, valuing 

customers also becomes more important in order to increase performance. Consequently both 

the examined cultures can benefit from the introduction of performance management 

techniques. Although the coefficient of performance management techniques appears to be 

larger for the development of a traditional PA culture, the difference in size is not significant 



(χ²(1)=0.36). The use of performance management techniques can thus not be said to support 

one culture more than the other.  

Task of the organization has no effect on the development of a customer- oriented 

culture, yet it has an effect on the development of a traditional PA culture. Agencies with 

services (general public services or business and industrial services) as primary task are less 

inclined to have a traditional PA culture.  

Results thus partly support the NPM assumption that managerial autonomy and result 

control will support a customer- oriented culture. However the combination of both leads, 

contrary to NPM doctrines, to a smaller likelihood of having a customer- oriented culture.  

Given this result we conduct an extra robustness test to see if results remain robust when 

using OLS estimations. On the one hand, the Tobit models are the preferred estimations, as 

they account for the fact that our dependent is bound between 0 and 4. However, these 

estimations rely on the restrictive assumption of normality and are sensitive to small sample 

bias (Long 1997). OLS, on the other hand, does not account that our dependent is limited to 4 

but does not rely on the normality assumption and is less sensitive to small sample bias. In the 

most extreme case of no bounding and a valid normality assumption, Tobit would coincide 

with OLS. In our case, we would expect that OLS overestimates the slope coefficients to 

some extent for customer- oriented culture (out of 78 observations, 7 have a score of 4). 

However, this is only happens once for the estimation of the degree of a traditional PA 

culture. Making this issue basically negligible and thus making OLS a decent robustness test 

to Tobit without imposing normality. We use the same variables as indicated before. Results 

of the OLS analysis are displayed in table 3 in the appendix. Results for customer- and detail- 

oriented culture in column [1] and [2] respectively are similar to the results for the Tobit 

estimation. Although our sample is limited to 78 observations, the Tobit estimations and 

results proof to be reliable. 



However as discussed above, organizations have not one specific culture but have 

combinations of cultures. Organizations will consequently have a mixture of traditional PA- 

and customer- oriented culture. Based on NPM, managerial autonomy and result control 

should decrease the likelihood of having a too strong traditional PA culture and should 

increase the likelihood of having a higher degree of customer- oriented culture. Even if the 

index for a traditional PA culture gives a too positive representation, with values that remain 

important also under NPM reforms, this should not affect our analyses. According to NPM an 

entrepreneurial culture with a strong focus on customers should still prevail within public 

sector organizations even if values of other organizational cultures remain essential. 

Descriptive statistics indeed show that 73% of agencies have a higher score on a customer- 

oriented culture than on the index for traditional PA culture.  

Although personnel management autonomy and result control have an influence on the 

degree of customer- oriented culture it is unclear how they influence this culture when 

simultaneously taking the degree of a traditional PA culture into account. Stated differently, 

will managerial autonomy and result control make a customer- oriented culture dominant over 

a traditional PA culture? This is examined in model 3 of table 2, where the depended is set to 

zero if the agency has a higher score on bureaucratic culture compared to the score on 

customer- oriented culture. Contrary to the findings for customer- oriented culture we do not 

find any effects for managerial autonomy nor result control on having a higher degree of 

customer- oriented culture compared to a traditional PA culture. More managerial autonomy 

and result control will thus increase the degree of customer- oriented culture, but will not 

make it a dominant culture over a traditional one.  

When examining the remaining explanatory variables, we notice that younger and larger 

agencies are more likely to have a higher degree of customer- oriented culture compared to a 



traditional one. Furthermore agencies with services as primary task are also more likely to 

have a higher degree of customer- oriented culture compared to a traditional PA culture.  

5. Conclusions & Discussion 

 

Most studies examining organizational culture in public sector organizations focus on the 

effect of culture on the effectiveness of organizational structures.  Although literature exists 

on the reversed relationship, studying the effect of organizational structure on organizational 

culture (e.g. Peters and Waterman 1982), very little empirical information is available on the 

effect of public sector reforms on organizational culture. Yet culture is an important driver of 

performance (e.g. Denison 1990, Kotter and Heskett 1992, Sorensen 2002) and many 

countries keep changing their public sector fundamentally. Consequently, this study’s main 

objective was to understand how a major public sector reform, NPM, affects organizational 

culture within public sector organizations. The methodologies used were a Tobit and Linear 

Probability Model. Using these methods and by relying on theoretical arguments we were 

able to discuss the obtained results in terms of causality. Furthermore, by employing these 

methodologies and comparing two different indexes for organizational culture, not only the 

effect of managerial autonomy on the degree of a customer- oriented and traditional PA 

culture could be analyzed but also the fact if managerial autonomy leads to a predominantly 

customer- oriented culture could be examined.  

Managerial autonomy and result control proved to have no effect on the degree of a 

traditional bureaucratic culture. A possible explanation for the lack of a negative effect can be 

found in the construction of the index for traditional PA culture. Some of the values used to 

construct the index can remain important, even under NPM- reforms. Consequently, 

managerial autonomy or result control will have no effect on the degree of traditional PA 

culture. In line with literature (Verhoest 2007) results however indicate that personnel 



management autonomy positively affects the degree of customer-orientedness within public 

sector organizations, however no effect was found for financial management autonomy. 

Furthermore a negative effect was found when personnel management autonomy is 

combined with result control. This contradicts traditional NPM doctrines which state that both 

are simultaneously necessary for the development of a customer- oriented culture. Following 

Norman (2001) a precarious balance should be established between the degree of managerial 

autonomy and result control. These results actually indicate that agencies with both high 

result control and high personnel management autonomy fail in achieving this balance. A 

similar observation was found in a  study of Wynen et al. (2013) examining the effect of 

managerial autonomy and result control on the innovativeness of public sector organizations. 

A possible explanation could be that professionals who thrive in organizations with high 

levels of personnel management are particularly sensitive for hard result control and may 

consequently develop counteracting strategies.  

Furthermore and in line with literature (e.g. Laegreid et al. 2011), primary task proved to 

have an effect on organizational culture. Agencies having services as primary task are more 

inclined to develop a customer- oriented culture.  

The use of performance management techniques proved to have a positive effect on both a 

customer- oriented and traditional PA culture. As these management techniques need a focus 

on accuracy, detail and precision as well as on customers, this finding is not surprising.  

But do NPM-reforms, of which increased managerial autonomy is an important condition, 

lead to a cultural revolution within public sector organizations? The answer to this question is 

definitely ‘no’. Based on our results NPM-type reforms affect organizational culture, 

nonetheless managerial autonomy and result control prove to have no effect in making a 

customer oriented culture dominant over a traditional one. Factors that proved to make 

customer- oriented culture a dominant culture are age, size and primary task. Larger and 



younger agencies with services as primary task have however a higher probability of having a 

dominant customer- oriented culture.  

All in all, the effect of increased managerial autonomy and result control, both constitutive 

conditions of NPM reforms, demonstrated only a meager effect on organizational culture.  

A point of attention however concerns the construction of the index for traditional PA 

culture. Due to data limitations we were unable to include an extra focus on rules and 

procedure compliant behavior. Although the effects on the dominance of a customer- oriented 

culture are expected to remain the same, we suspect that managerial autonomy and result 

control will have negative instead of neutral effects on a more refined index for traditional PA 

culture. Future research should take this into account. Furthermore, our study made use of 

cross sectional data with a limited amount of observations. This can give rise to small sample 

bias, omitted variable bias and reversed causality. We have tried to reduce these biases, for 

example, by conducting a robustness test using OLS. By doing so, small sample bias was 

controlled for and no differences were discovered between models sensitive for this bias and 

the robustness check. For future research it would however be interesting to have large n 

panel data. This way reversed causality can be examined while more explanatory variables 

can be included, thereby reducing the likelihood of having omitted variable bias.  

Another important limitation in our study is the fact that, by selecting a group of agencies 

from a particular area within a single country, the impact of national culture has not been 

taken into account. Yet national culture is one of the many factors shaping organizational 

culture (Hofstede et al.  2010). Thus, organizations in the same country are normally shaped 

by the same national culture and this makes it impossible to predict whether or not our 

findings hold in other countries. Future research should not only focus on a refinement of the 

culture concepts while using longitudinal data, but at the same time different countries should 

be compared in order to see if results are robust over national cultures. 



The main policy relevance of this study’s findings is that policy makers should be aware 

that the traditional NPM recipe of granting managerial autonomy to agencies and making 

agencies increasingly accountable for results (e.g. by contracts), may not automatically lead to 

a predominantly customer- oriented culture.  
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7. Tables and figures 
 

Table 1 Descriptive statistics  

  Full sample Sample used 

  N Mean SD. Median N Mean SD. Median 

Dependent variables 

   

  

    Customer- oriented culture 115 3,07 0,64 3,17 78 3,06 0,60 3 

Traditional PA culture 109 2,69 0,65 2,83 78 2,72 0,62 2,83 

Customer vs traditional PA culture 108 0,75 0,43 1 78 0,73 0,45 1 

Independent variables 
   

  
    

High personnel management autonomy 119 0,32 0,47 0 78 0,31 0,46 0 

High financial management autonomy 117 0,25 0,43 0 78 0,26 0,44 0 

High result control 115 0,42 0,50 0 78 0,42 0,50 0 

Age 124 2,41 0,71 2,48 78 
2,44 or 14,59 

years 
0,69 

2,48 or 12 

years 

Type 124 0,71 0,46 1 78 0,74 0,44 1 

Size (FTE) 113 3,88 1,83 3,74 78 
4,02 or 328 

FTE 
1,88 

3,75 or 42 

FTE 

Services 124 0,68 0,47 1 78 0,69 0,46 1 

Use of performance management techniques 112 2,58 1,06 2,50 78 2,57 1,06 2,50 

Budget 105 1,89 2,64 1,61 78 
2,14 or 90,22 

million euro 
2,47 

1,94 or 7 

million euro 



Table 2 Tobit and LPM estimations 

    

 Model 1 Model 2 Model 3 

  Customer- oriented 

cult. 
Traditional PA- cult. 

Customer vs. 

traditional PA cult. 

 Variable dF/dx dF/dx β 

        

High pers. Man. autonomy (1) 0.359* 0.260 0.173 

 

(0.204) (0.211) (0.145) 

High fin. Man. autonomy (2) -0.335 0.00109 -0.224 

 

(0.209) (0.217) (0.162) 

High res. control (3) 0.433** 0.0308 0.00993 

 

(0.172) (0.178) (0.146) 

Interaction (1) and (3) -0.545* -0.259 -0.296 

 

(0.289) (0.297) (0.216) 

Interaction (2) and (3) 0.183 0.102 0.353 

 

(0.317) (0.329) (0.234) 

Age -0.153 -0.0737 -0.144** 

 

(0.100) (0.105) (0.0719) 

Type 0.245 -0.135 0.280* 

 

(0.167) (0.173) (0.154) 

Size (FTE) 0.00736 -0.0328 0.0948** 

 

(0.0512) (0.0531) (0.0462) 

Services 0.181 -0.486*** 0.209* 

 

(0.151) (0.157) (0.117) 

Perf. Man. Tech. 0.193*** 0.218*** -0.00451 

 

(0.0650) (0.0674) (0.0547) 

Budget -0.0610* -0.0183 -0.0168 

 

(0.0344) (0.0358) (0.0287) 

Constant 2.596*** 2.875*** 0.399 

 

(0.279) (0.289) (0.242) 

Observations 78 78 78 

Log Likelihood -61.574 -63.059 -36.480 

McKelvey&Zavoina's R² 0.349 0.242 

 R²     0.242 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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8. Appendix 

 

Table 3 Robustness test using OLS instead of Tobit regressions 

  (1) (2) 

 
Customer- oriented cult. Traditional PA cult. 

Variables β β 

      

High pers. Man. autonomy 

(1) 0.320** 0.251 

 

(0.158) (0.250) 

High fin. Man. autonomy (2) -0.326* -0.00851 

 

(0.178) (0.280) 

High res. control (3) 0.404** 0.0325 

 

(0.185) (0.202) 

Interaction (1) and (3) -0.546** -0.249 

 

(0.257) (0.335) 

Interaction (2) and (3) 0.228 0.108 

 

(0.306) (0.375) 

Age -0.155 -0.0682 

 

(0.0983) (0.118) 

Type 0.262 -0.137 

 

(0.187) (0.172) 

Size (FTE) 0.00592 -0.0351 

 

(0.0540) (0.0543) 

Services 0.195 -0.485*** 

 

(0.163) (0.146) 

Perf. Man. Tech. 0.172** 0.217*** 

 

(0.0688) (0.0779) 

Budget -0.0580* -0.0172 

 

(0.0298) (0.0322) 

Constant 2.627*** 2.873*** 

 

(0.285) (0.324) 

Observations 78 78 

R-squared 0.354 0.240 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

 

 



Construction of the variables concerning organizational autonomy  

 

Two types of organizational autonomy concerning managerial decisions are taken into 

account; personnel management autonomy and financial management autonomy, see table 4 

for the specific survey questions. Personnel management autonomy relates to the autonomy of 

an agency to take decisions concerning salary level, promotion, and evaluation of staff, in 

general (beyond individual decisions) without interference from ministries. For each of the 

three items, organizations can perceive to either have no autonomy (score 0) or full autonomy 

(score 1). These items are aggregated and recoded to 3 categories, whereby category 1 equals 

no autonomy for all three indicators, category 2 equals some autonomy if the index has a 1 or 

2 and category 3 equals high autonomy if the index equals 3, which means that the agency has 

autonomy for the three indicators. A dummy is constructed which equals one if the agency 

has high personnel management autonomy, and is set to zero otherwise. Financial managerial 

autonomy is measured in a similar way. Like for personnel management, financial 

management autonomy may be related to several issues (i.e. budgetary issues, accounting 

systems, management of income and sales, acquisition and selling of assets, cash management 

and long term loans etc.) In this paper we focus on three dimensions related to financial 

management autonomy; the extent to which the organization itself and without interference 

from superior bodies (ministries, ministers) is able to shift personnel and running cost 

budgets, to shift personnel- running cost and investment budgets, and set tariffs for services 

and products. Again, agencies may enjoy more or less autonomy financial management 

autonomy. However unlike for personnel management autonomy, state agencies can perceive 

to either have no autonomy (score 0), needing prior approval from parent ministries (score 1) 

or without prior approval from above (score 2). Each variable is recoded into a dummy 

(dummies are set to zero if score equals 0 or 1 and set to one otherwise) and then aggregated. 



An extra variable High financial autonomy is created whereby the value is set to one if 

agencies score 1 on all the related dummies, it is set to zero otherwise. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Table 4  survey questions used for construction of indexes on organizational autonomy 

 

P
er

so
n

n
el

 m
an
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y

 

Provided that the organization has own staff, can the organization without interference from above 

(without ministerial or departmental influence) set the general policy for the organization conditions 

for promotions? 

Provided that the organization has own staff, can the organization without interference from above 

(without ministerial or departmental influence) set general policy for  the level of salaries? 

Provided that the organization has own staff, can the organization without interference from above 

(without ministerial or departmental influence) set general policy for the way of evaluating 

personnel? 

F
in

an
ci

al
 m

an
ag

em
en

t 
au

to
n

o
m

y
 Can your organization itself shift between the budgets for personnel- running costs without 

approval from above (ministerial or departmental approval)? 

Can your organization itself set tariffs for services or products without approval from above 

(ministerial or departmental approval)? 

Can your organization itself shift between the budgets for personnel or running costs on the one 

hand and investments on the other hand without approval from above (ministerial or departmental 

approval)? 

 

 

 

 


