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Editorial

Performance Management
Per Nikolaj Bukh and Jan Mouritsen

Abstract

Performance is an ambiguous concept. In this editorial to the special issue on 
performance management we take the lack of clear defi nitions as an invitation 
to explore what is meant by performance, how performance can be perceived and 
how we can understand managerial activities related to performance. The papers 
in the issue consider performance management at an organisational level and 
address new developments and thinking in relation to performance management. 
The focus of the papers demonstrates how performance management constitutes 
an umbrella for the study of formal processes that organizations use in attempt-
ing to implement their strategic intent, and to adapt to the circumstances in which 
they operate. Performance management draws on many disciplines although the 
concept appears to have merged with management accounting and control high-
lighting that the central role of budgeting as a control technique has declined.

1. Introduction

Organisations in all sectors of the economy attempt to improve performance at a 
general level but the irony is that as a concept it is ill defi ned. It is ambiguous and 
holds diff erent potentialities for diff erent stakeholders (e.g. Dooren et al. 2010; 
Moynihan 2008; Talbot 2010). It can also be defi ned in relation to a very wide 
range of entities – such as organisational units, individual employees and manag-
ers, lateral processes, value chains, inter-organisational collaborations and societies 
– where both design and behaviour are important antecedents to the functioning 
of performance management in all those contexts.

It is not strange that the aim of performance management is to enhance perfor-
mance. In other words, the problem of performance management is to identify the 
managerial and organisational eff orts that are expected to produce performance 
eff ects. Since managers and organizations continually adapt their performance 
management practices to changes in dynamic environments, it is likely that new 
ways of performing as well as new ways of managing performance are developed. 
The openness of the term performance as well as the impossibility of clear general 
defi nitions of what is meant both by managing and by performance have been 
suggested as hindrances for building a cumulative body of research (Baxter & 
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Chua 2003; Ferreira & Merchant 1992). However, it can also be seen as an invita-
tion to explore in much further detail how instances of performance management 
can be understood and explained.

The old management adage »You can’t manage what you don’t measure« has an 
intuitive appeal to practitioners developing performance management systems. It 
seems somehow obvious that unless you measure something you do not know if 
it improves or worsens. If there is no knowledge about improvements in perfor-
mance variables it is diffi  cult to see how and when interventions can be contem-
plated (e.g. Cokins 2009; Davenport & Harris 2007; Kaplan & Norton 2008). This 
view is a key driver in much modern public sector reforms as well as development 
of strategic performance measurement systems in the private sector. 

The problem is that it may not be so clear what should count as performance. As 
Colin Talbot suggests it may not be possible to quite to determine whether organi-
sations »have a ‘real’ performance that is ‘out there’, independent of any cognition 
or perspective, or is it merely a ‘construct’ dependent on the observer« (Talbot 
2010, p. 54). This means that an appeal to performance is not really a solution; it 
is a problem in the sense that it requires not only manages but also researchers 
to make their situated notion of performance open. Even it performance measure-
ment points to the idea that numbers have objectivity, it is also clear that the ob-
ject that the numbers refl ects with some idea of objectivity may not themselves be 
beyond doubt and requirement of explanation. Measurements are thus »selected, 
interpreted and used by actors in diff erent ways consistent with their institutional 
interests« as Moynihan (2008, p. 8) puts it. 

In the call for papers for this special issue on performance management the aim 
is to address new developments and thinking in relation to performance manage-
ment. This can include new perspectives, new techniques and related analysis 
designed to improve individual, group organisational and inter-organisational 
performance. Performance means diff erent things to diff erent people, and the 
dimensions of performance diff er between various situations and contexts. The 
papers in the special issue all consider performance management at an organisa-
tional level. But the performance to be managed emanates from eff orts to manage 
produced at many levels.

2. Narrowing down the performance concept

Talbot (2010) traces theories of organisational performance to the literature on or-
ganisational eff ectiveness after the end of World War II. He points out one line of 
argument consistent with the literature from the 1980’es and early 1990’es, which 
aimed at improving organisations as e.g. Peters & Waterman’s (1982) famous 
study, In search of Excellence. 

Another line of argument related to literature focusing on the managerial activities 
and can be tracked back to Robert Anthony who in 1965 introduced the manage-
ment control concept as distinguished from strategic planning and operational 
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control (Anthony 1965). Management control systems provide in the current 
meaning »information that is intended to be useful to managers in performing 
their jobs and to assist organizations in developing and maintaining viable pat-
terns of behaviour (Otley 1999, p. 365). As a common denominator for this litera-
ture, the management of improvements of performance stands out.

Performance can, however, be given many and often ambiguous meanings and 
can be associated with a range of activities. Dubnick (2005) mentions mundane 
activities such as opening a door or re-enacting a musical and concludes that 
»performance stands in distinction to mere ‘behaviour’ in implying some degree 
of intent« (Dubnick 2005, p. 391). Also David Otley (2001) emphasizes intent in his 
characterisation of performance management as it provides »an umbrella under 
which we can study the more formal processes that organizations use in attempt-
ing to implement their strategic intent, and to adapt to the circumstances in which 
they operate« (Otley 2001, p. 250). 

In other words, performance is about intentional behaviour. Yet, the question of 
what to perform is left open. Although the central issue in management control 
remains in the contemporary understanding of performance management the way 
management control its expressed has as noted by Otley (2003, p. 315) changed 
since it was introduced in 1965. Thus, performance management refl ects the same 
issues and concerns as management control, however the central role of budgeting 
as a control technique has declined.

Many aspects of performance can in commercial fi rms often be related to fi nancial 
terms. Sometimes the performance in producing outputs or procuring inputs can 
be translated to fi nancial number by valuations. In other situations can various 
non-fi nancial aspects of performance as demonstrated by Nielsen et al. (2014) be 
linked analytically to fi nancial terms. 

To some extent, public sector organisations may diff er, as their performance can-
not be narrowed down to a question of profi tability. Rather the public sector is 
said to be characterised by activities performed by professionals, public services 
that are multiple-value entities and are developed and delivered in co-production 
mode (See also Bruijn, 2007). However, performance management systems in the 
form of principles of fi nancing decentralised units, e.g. schools, hospitals, agencies 
etc. using case based formula funding (cf. Smith 2007) often structures the public 
sector very similar private fi rms as is seen e.g. in Jakobsen’s (2014) article on per-
formance budgeting in this issue. 

Increasingly, the fi nancing of the public organisations, e.g. upper secondary 
schools and language schools for Danish immigrants (Dahler-Larsen & Pihl-
Thingvad 2014), is dependent on the performance in various dimensions. There 
are complex relations between public services and fi nancial appropriations. These 
relations are in need of being discovered and analysed rather than assumed. The 
problem is probably not that budgets and fi nancial incentives are present; the 
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issue is much more how diff erent kinds of budgetary mechanism and incentive 
schemes are related to the production of outputs and outcomes that are under-
stood as socially desirable. 

It is probably a good idea to look for the specifi cities to develop a nuanced theory 
of how performance management will be a resource for improving performance 
(Bruijn 2007, Moynihan 2008; Pollitt & Bouckaert 2011). Such an emphasis on 
various forms of performance management systems has also associated its imple-
mentation in many parts of the Danish public sector. Adopting a broader view of 
performance management may bridge the organisational and institutional aspects 
of performance with the techniques adopted. 

Performance management has been an essential part of many new manage-
ment accounting and control techniques that has been developed over the past 
thirty years (cf. Otley 2001, p. 248). Not only performance measurement but also 
many other management accounting techniques, as e.g. Activity Based Costing, is 
included in the performance management concept when Otley’s lens is adopted. 
Further, issues within business intelligence (e.g. Cokins 1999) and analytics (e.g. 
Davenport & Harris 2007; Davenport et al. 2010) are also within the performance 
management umbrella.

3. The papers in the special issue

The fi rst two articles in the special issue focus on the balanced scorecard (BSC). 
Since this performance management system was introduced by Kaplan & Norton 
in the beginning of the 1990’es (Kaplan & Norton 1992; 1996), it has been under-
stood as moving from a performance measurement to a strategic management 
system (Kaplan & Norton 2001); by the introduction of the Closed-Loop Manage-
ment model (Kaplan & Norton 2008) it has also evolved into a comprehensive per-
formance management model encompassing a number of separate principles and 
techniques. BSC is widely used in all parts of the world, including Denmark where 
the fi rst implementations were seen around 1995. 

The balanced scorecard is defi ned in the books by Robert S. Kaplan and David 
Norton. However, in a national context it is shaped by supply-side actors, e.g. 
consulting fi rms, who adopt the concept according to their own specialties and 
experiences. In the fi rst article Dag Øivind Madsen (Madsen 2014) examines how 
the Balanced Scorecard has been interpreted and used in Denmark. Drawing on 
interviews with suppliers and users of the BSC, Madsen shows how these diff er-
ent actors have attached diff erent kinds of meaning to the BSC concept. 

Madsen identifi es the two main interpretations in Danish practice: the BSC as a 
‘performance measurement system’ and as a ‘strategic management system’, the 
latter representing performance being managed and not merely measured. Inter-
estingly, there is a distance between how consultants and user organizations inter-
pret and attach meaning to the concept. While suppliers interpret and promote the 
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BSC as a strategic management system, users appear more likely to interpret and 
use the concept as a performance measurement system. 

The second article is authored by Steen Nielsen, Erland H. Nielsen, Anders Jacob-
sen, Lars Bjørn Pedersen (Nielsen et al. 2014) and focuses on how system dynam-
ics modelling can contribute to an increased understanding of a fi rms strategy 
based on Kaplan & Norton’s (2001) strategy map. A strategy map represents a 
high-level model of causal relationships among strategic objectives and Kaplan 
(2009, p. 1268) has previously suggested that a detailed system dynamics model 
could incorporate causal linkages that have both time delays and more complex 
feedback loops than can be represented in a traditional strategy map. However, 
empirical applications of this technique have been sparse and the article by 
Nielsen et al. is an important contribution to the literature. 

The article demonstrates how it is possible to enhance understanding of the causal 
relationships in the strategy map by this approach and thus help to develop activi-
ties and other decision that connect even better with the company’s strategy. By 
combining the idea of balanced scorecards as a causal loop system with systems 
thinking, the authors address not only the comprehensiveness of the balanced 
scorecard, but also the methodological approach which by the use of diff erential 
equations makes it possible to identify the strength of its causal relations. 

The third article by Peter Dahler-Larsen and Signe Pihl-Thingvad (Dahler-Larsen 
& Pihl-Thingvad 2014) examines the stress eff ects performance management. The 
article is based on a comprehensive survey among three groups of public sector 
employees: language teachers for Danish emigrants, upper secondary school teach-
ers and job consultants in job centres. The article focuses on diff erences between 
these groups and points out a series of specifi c factors potentially leading to stress 
in relation performance management for these three types of jobs.

The choice of employee groups is in a Danish performance management context 
an innovative and interesting setup. Job centres have used performance measure-
ments as incentives to a very high degree in the public sector in Denmark: Em-
ployees experience an intense public control in the form of statistical indicators 
and benchmarking and this area has much public and political attention. This pub-
lic debate has often argued that the performance management focus here harms 
the working environment. 

Also upper secondary schools and language teachers are, as explained in the 
article, exposed to performance measurement and performance management, 
although to a lesser degree than the job centres. Important for the study, the 
professional self-understanding of upper secondary teachers is based on academic 
degrees, although their various disciplines range from humanities over social sci-
ence and business to the natural sciences, while, there is no clear basic profession 
among job consultants and language teachers. 
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Contrary to expectations the stress level is found to be lower among the job 
consultants than in the two other employee groups. In analysing the results, the 
authors suggests that stress in each group is best explained by a classical model 
that looks at work load, clarity of indicators, and lack of control over the work 
situation. The most stressful group experienced freedom in their work, were very 
engaged in the work, set high standards for themselves, but on the other hand, the 
most stressed group felt that performance indicators did not help to create clar-
ity about what should be done at work. Even though further analysis of diff er-
ences between individuals within group could shed more light on the mechanisms 
discussed in this article, the article points to the importance of role of clarity in 
performance management and to the role of the employee´s own work standards 
when performance management systems are designed.

In the fourth article Bente Bjørnholt, Jeppe Agger Nielsen and Andrej Christian 
Lindholst (Bjørnholt et al. 2014) investigate the diff erences and similarities be-
tween performance management systems in two diff erent areas of public services 
in Denmark: Social services (eldercare) and technical services (park services). As 
suggested by Otley (2001), see also Moynihan et al. (2011), performance manage-
ment systems should be designed and adapted to achieve intended organizational 
strategies and the design of a performance management system is contingent on a 
number of external and internal organizational factors, including the task com-
plexity of particular services. 

From this contingency perspective, Bjørnholt et al. (2014) suggest that the charac-
teristics of performance management systems should be expected to vary across 
policy areas in the public sector. Contrary to expectations for divergence due to 
diff erences in task complexity, the authors fi nd that the characteristics of perfor-
mance management systems in the two policy areas tend to converge with respect 
to purpose, target setting, measurement, and motivational mechanisms. 

Bjørnholt et al. (2014) trace the reasons for the convergence and suggest a set of 
complementary propositions in addition to the already established proposition on 
the infl ux from government-wide policies, which can assist in explaining conver-
gence in the characteristics of performance management systems in the public 
sector. Specifi cally, it is proposed that convergence can occur due to similarities 
in policy-specifi c reforms, institutional pressures, and complementarity between 
political and managerial needs

Finally, the fi fth article by Mads Leth Felsager Jakobsen (Jakobsen 2014) is about 
the degree of adoption of a specifi c performance management technique, perfor-
mance budgeting, at Danish hospitals. As frequently documented in the public 
management literature formal adoption does not necessarily imply real changes 
(Dooren et al. 2010; Moynihan 2008). Drawing on Olivier’s (1991) framework of 
strategic responses to institutional processes Jakobsen (2014) examines how and 
why the hospitals as well as specifi c orthopaedic wards respond to various institu-
tional forces.
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Overall, Jakobsen concludes that the pattern of adoption mirrors the international 
trend of partial adoption of performance management systems. Hospitals and 
wards have had their reimbursement linked to output, but this has only partly 
been accompanied by fi nancial autonomy. This partial adoption has been particu-
larly prevalent at the ward level. Furthermore, the patterns of adoption seem to be 
the combined result of an institutional pressure directed at the formal elements of 
formula-based performance budgeting and the fi t between performance budgeting 
and management capacity.

In particular, management capacity could be an important explanation for the dif-
ferent patterns of adoption at the hospital and the ward level although it requires 
more studies and analysis to understand what it requires to design, implement 
and use technically advanced performance management systems. The perfor-
mance budgeting concept implemented by the Danish hospitals imply that rather 
advanced formula funding models (cf. Smith 2007) should be implemented. The 
question is whether the managerial capacity and the accounting sophistication at 
the hospitals is at a level where full adoption of performance budgeting is techni-
cally feasible at all.

4. Conclusion

Approaching performance management as an umbrella term where we can study 
the more formal processes that organizations use in attempting to implement their 
strategic intent, and to adapt to the circumstances in which they operate (cf. Otley 
1999, 2001) has the strength that it includes a wide range of performance manage-
ment issues and management devices and that it recognizes that it is the combina-
tion of performance elements that is of interest, rather than the isolated parts of a 
performance management system.

Performance management remains a rich and interesting fi eld of research with 
many opportunities for new and creative studies that combines existing fi elds of 
research and paves new roads to new practises. When studying the operation of 
systems as complex as performance management it is clear that increasingly more 
concerns, entities and objects are taken into account. What appears to be a simple 
technical interest in setting targets and associated funding rules, performance 
management is a broad organisational fi eld that ranges from individuals’ problems 
with stress to organisational strategy, and in-between are the many diverse mecha-
nism that allow organisations to operate make objectives, coordinate and delegate 
on many diverse organisational values.
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