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Abstract.

Public sector governance constitutes a focal point in the public debate, as it relates directly with
public entities’ accountability and citizens’ expectations for effectiveness and quality of the
public services. Despite its numerous citations, the concept of “public sector governance” is
relatively new and a direct transfer of the most common corporate governance principles does
not suffice, as totally different actors, stakeholders and interests prevail. Aim of this paper is to
present a conceptual framework that examines key constituents of public sector governance
theories, mostly in the context of the public value paradigm, emphasizing the role of the
political environment.
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Evidence for Practice

« The current Greek economic crisis is accentuating the need to have reliable evidence of
which policies and control systems work for the public sector.

«  Public value has always been a challenging notion to define and measure.

« This article sheds new light on the public value theory and framework by bringing to
the forefront the political context within which public value is created.

1. Introduction

Public sector governance constitutes a focal point in the public debate, as it relates directly
with public entities’ accountability and citizens’ expectations for effectiveness and quality of
the public services. Despite its numerous citations, the concept of “public sector governance” is
relatively new not only within the circles of public sector administrators but also within
academia.

A direct transfer of the most commonly used definitions and research might serve as a good
starting point in the study of public sector governance. This however could not suffice due to
the fact that corporate governance definitions elevate the role of shareholders and stock market
and thus render themselves inappropriate for use within the context of public sector
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administration. For the purposes of the proposed project, we have to emphasize public interest,
multiple stakeholders and more ambiguous objectives not settled in a capital market.

From this perspective, “good” public sector governance is viewed not only as good
performance in terms of achievement of a set of objectives, but also as compliance with the
requirements deriving from policies and reforms, laws and regulations, standards and
procedures and the expectations of citizens for transparency, integrity, and accountability.

2. Research aim

Research on the topic of “public sector governance” is still in its infancy, as demonstrated
by the scarcity of literature and empirical studies. The proposed article aims to cover part of the
gap within the field of public sector governance research, through the examination of the
following questions: What are the key constituents of public sector governance? What are the
factors that affect it and which is their direct and/or combined impact on the performance of a
public organization? Is there a “right mix” of hard and soft factors that leads to good public
sector governance?

Further to the examination of its key constituents, the context within which public sector
governance is formulated and enacted, plays a key role in its interaction with performance, and
with governance itself. For this reason, an additional aim of the proposed project is to examine
the impact of specific attributes of the external environment, such as policies and reforms, as
well as the impact of internal resources and capabilities of the public organization itself,
including its structure and autonomy.

In the following sections we give an outline of the attributes of the public sector governance,
and the characteristics of the public organization as well as of the external environment that
influence the value that will be created within a public organization.

3. Research propositions and conceptual framework

Public value theory, the main research theory of our model, has despite its significance,
received notable criticism for advancing a normative paradigm rather than an empirical theory
(Barzelay 2007, Rhodes and Wanna 2007).Big part of this criticism is due to the difficulty of
measuring public value: difficulties in registering revealed and stated preferences, inability to
determine what is valuable in absolute terms, dealing with protected values that are quantity
insensitive and agent relative, determining the users of public value and encompassing in its
measurement not only outputs but also outcomes. In this process, several policy analysis tools
and methods have been proposed such as the cost —benefit or program evaluation analysis, the
travel cost model, the public value scorecard the willingness to pay (WTP) and willingness to
accept (WTA) methodologies. However, while adding fuel to the debate, they fail to capture
the intentions of Moore’s public value approach (Alford & O’ Flynn 2009) and most
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importantly to acknowledge the significance of the political environment, that can be a
legitimization factor or a legitimate limit to the autonomy to create public value.

In the proposed study, drawing from the main public value theorists (Moore 1995, Kelly,
Mulgan, and Muers 2002) we identify seven basic building blogs of the public value
framework - Social Outcomes, Trust, Transparency, Legitimacy, Service competency and
Customer Satisfaction and Citizens co-production, by adopting appropriate conceptualizations.
By setting this research agenda we wish to test our framework and highlight the key challenges
and limitations that this framework faces and more importantly explore the impact that specific
organizational attributes of the public organizations have in the creation of public value. All of
these within a certain political context.

3.1Research propositions

3.1.1 Feeling trusted by the central government and having strong political ties but less
political control is strongly associated for supervised authorities, with the value they create and
have for the citizens. Literature so far suggests that bureaucracies are highly responsive to
political forces (Redford 1969, Wood 1988, Aldirich & Fiol 1994, Hillman et al.,1999). More
specifically, whenever there is elected official support, mostly expressed as trust to the
organization, political involvement has proved to be considerably low (Daft and Lengel 1986,
Kirkhaug & Mikalsen 2009). In addition, political ties, mediated by organizational regulatory
legitimacy, affects firm performance (Guo, et al., 2014, Okhmatovskiy, 2010). Also, a strong
relation between political ties and corporate transparency has been many times acknowledged
(Leuz et.al., 2006) and there is a strong link between political behaviours, outcomes and trust
(Daniel & Snow 2000, Farrell & Petersen,1982).

3.1.2 Intra-organizational trust is associated with increased public value creation. Central to
our model is the concept of trust built within the organization. Lately trust has started gaining
wide acceptance in the literature as a means for improving efficiency (Culbert & McDonough
1986, Hitt et al., 2003) Nevertheless there is scarce research that connects interfirm trust with
elected officials trust towards the organization and trust created in the public value context.

3.1.3  Participative decision making with "clients"- citizens, is strongly associated with the
political control that is exerted over a supervised authority and is also linked to the creation of
public value within an organization. Participative decision making is strongly associated with
the level of trust within an organization (Gabris & Kenneth, 1986, Carnevale & Wechsler,
1992), transparency (Welch, 2012), organizational performance (Lam et al., 2002, Wang 2001)
and outcomes (Coopman, 2001). Also, it is highly influenced by external stakeholders,
turbulent or politicized environments (Welch, 2012). Therefore, it can be a key driver for the
creation of public value

3.1.4 The structure of an organization is strongly associated with the value that the
organization has for all citizens. Further to participative decision making, autonomy and red
tape, another important characteristic of a public entity is its structure, in our case whether it is
an organic or a mechanistic one (Turner & Makhija,2012). Structural features such as
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hierarchical decision making or centralization, affect service satisfaction (Meirovich et al.2002)
and hierarchical authority is almost linearly associated participation outcomes (Yang &
Pandey,2011). Technocratization and administrative density are strongly associated with the
creation of public value in an organization.

3.1.5 Technocratization and administrative density, i.e., the level of formal technical and
scientific competence of the organization and the ratio of the number of line supervisors,
managers, and staff personnel to the total number of employees, are strongly associated with
the efficiency of an organization (Khandwalla 1977, Miller 1987) and may also be result of
political patronage. Theoretical research of these two variables and their associations is still
quite limited in spite of important empirical indications. This study aims at further exploring
these two topics and how they affect the public value created in an organization, thus
contributing hopefully to a new stream of research

3.1.6 The level of autonomy of an organization is strongly associated with the creation of
public value in an organization and the political control that is exerted. In the literature on
governance one can also find ample evidence of the strong relationship between political
control exerted in a public organization and its level of autonomy (Christensen & Laegreid
2004, Verschuere 2007). Granting autonomy to public administrators is also largely perceived
as a way of improving service efficiency in an organization by — inter alia — halting politicians
from interfering in the everyday management (Jorgensen 1991; Wise 2002). In the present
study we examine the policy, personnel and financial management autonomy of the
organization.

3.1.7 The level of red tape that exists within an organization is strongly associated with the
political control that is exerted and the value that this organization will have at the end for its
clients and citizens.

3.1.8 Many researchers have talked about the political control of the bureaucracy (Wood &
Waterman 1994, Balla 1998, Bozeman 1987, Meier 1987, Rainey 2003, Waterman et al., 2004)
especially from an agency’s theory perspective. Politics in general has been found to have a big
impact on public organizations (Dahl & Lindblom 1953, Meier 1987, Wilson 1989), but
research has focused more on the political aspects of the phenomenon and less on its
organizational manifestations. In the present study we focus not only on the implications of the
political environment and political ties that exists between bureaucrats and politicians but we
seek to see the effect that red tape has in the creation of public value in an organization.

A graphic representation of the conceptual model, where we can see the three different
entities-actors and their specific attributes we examine, is provided below.

Figure 1: conceptual model
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3.1.9 The role of the external environment

Previous research has also demonstrated that the scope and intensity of the relationship
between politics and administration is strongly affected by environmental as well as
organizational factors (Jacobsen 2006). Rapidly changing regulatory environments and
unpredicted social demands may increase the need for consultations between politicians and
administrators (Mintzberg 1989) and turbulent industrial relations (strikes, work stoppages and
inter-trade union conflicts) can foster the need to address this unbalance of power with
increased political support and control (Kirkhaug & Mikalsen 2009). Technological turbulence
is also found to moderate the relationship between political ties and firm performance (Sheng,
et al.,2011). Lastly, environmental changes in the regulatory framework strongly affect

organizational legitimacy (He & Baruch, 2010).
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4. Conclusion

In this paper, we have proposed a contextualized framework that includes the political
control that is exerted to a public entity, supervised by the central government in the Greek
public sector. In addition, we have focused on some specific organization characteristics that
we believe are mostly affected by the aforementioned political control but will also impact the
value created in that organization for citizens. So far, exploring what makes an organization
more efficient and what will make an organization valuable for its clients, has often been built
in the literature, on theories borrowed from the private sector. The public value theory is
criticized for being particularly vague and mostly normative. Attempts to measure public value
have crushed because of the many different actors and perspectives that need to be considered.

We have attempted to take a step back and looked at the literature as a whole to try to find
not only which are the main aspects of what we call "public value" and expand the new public
management and public value theories, integrating elements of both of them into a broader
paradigm that emphasizes the political context in which public organizations operate in. Our
approach we believe paves the way for future studies seeking to broaden the scope of the public
value paradigm, both theoretically and empirically. Future research could find ample empirical
evidence and carefully analyse how the policy system should address the questions and
opportunities that arise.
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