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of persons employed and the total budget) has any effect
on performance and quality measurement. The results are
used to formulate suggestions about local self-government
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reform in Croatia and for the improvement of performance
and quality measurement therein. Results from the empiri-
cal research conducted within the central and local govern-
ment in Croatia in 2014 are presented.
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1. Introduction

Performance measurement is a well-known managerial instrument used
in public sector organisations in a number of states (Bouckaert & Hal-
ligan, 2008). The basic purpose of this instrument is to receive informa-
tion on different performance dimensions, which can be used for multiple
purposes.! Apart from performance measurement, in the public sector
attention should be paid to the quality of the services provided to the
citizens. Although quality is a difficult concept to define, it still needs to
be measured and there is a selection of quality improvement instruments
used to measure and enhance the quality of services and public organisa-
tions (Dzinié, 2014).

The basic goal of the paper is to examine whether organisational size,
operationalised as the number of persons employed in a public organisa-
tion and its total budget, has any influence on performance and quality
measurement. Some previous research (Berman & Wang, 2000; Wang &
Berman, 2001; Folz et al., 2009; Van Dooren, 2005; Salazar & de Arkos
Martinez, 2013) has shown size to be important for performance meas-
urement. However, no evidence of such research has been found in east
European countries, nor specifically in Croatia, so this paper attempts
to fill the gap. Hence the basic hypothesis that is being examined is that
organisational size correlates positively with the number of performance
and quality measures.

The second goal of the paper is to contribute to the debate about the need
for territorial restructuring and reform of Croatian local units. Namely,
the Croatian system of local self-government is composed of a great num-
ber of local units, the majority of which are rather small, both in terms of

1Van Dooren et al. (2010, p. 101) define three basic purposes of performance infor-
mation use: learning, steering, and control and accountability.
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population and economic capacity. If organisational size is a factor that
stimulates performance and quality measurement, than this is an addi-
tional reason to suggest territorial reconstruction and the creation of a
smaller number of bigger local units.

Methodologically, the paper relies on the use of questionnaires as a re-
search method. The questionnaires were sent to 253 central and local
public organisations (39.5% response rate) and the results were statisti-
cally analysed. These results are further supplemented by semi-structured
interviews.

The second part of the paper intends to give a basic notion of what perfor-
mance measurement is, provide a definition of performance that is applica-
ble to this paper, and explain how quality can be measured in general and
how it will be measured in this paper. The third part of the paper is devoted
to hypothesis formulation, while in the fourth part the results of the con-
ducted empirical research are presented and discussed. The last part of the
paper presents theoretical conclusions and some practical suggestions.

2. Defining Performance and Quality Measurement
2.1. Performance Dimensions

When studying performance measurement, what first needs to be resolved
is what is meant by the term performance. Siegel and Summermatter have
conducted extensive research on how performance is defined, using pa-
pers published in 15 leading journals, and they have concluded that there
is no singular definition (Siegel & Summermatter, 2008).

One possible way of defining performance is to consider it as a result of
the production process.”> Taking the production model of performance as
a basis (Van Dooren et al., 2010, p. 18), it is possible to define outputs as

2 Another way of defining performance is to consider it as the realisation of public
values (Van Dooren et al., 2010, pp. 22-24). Although public values are indispensable in the
public sector and values such as equity or fairness need to be measured as well, in this pa-
per only the concept of performance defined as the result of the production process will be
taken into consideration. The reason for this choice is the fact that the research conducted
by Siegel and Summermatter (2008, p. 11) has shown values and ethics to be the least-used
definitions and components of performance, while outcomes, outputs, and efficiency (which
are elements of the production process) are the most frequently used ones. However, a
possible way of expanding the concept and research is the examination of values as part of
the performance concept.
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the concrete results produced by the organisation and over which the or-
ganisation has complete control. Outcomes are the effects produced by the
organisation. They are not the sole product of the organisation, but are also
influenced by the environment. Outputs are never an end in themselves in
the public sector: the public sector has to be oriented towards long-term
outcomes (Bouckaert & Halligan, 2008, p. 16). Efficiency is the ratio of
inputs to outputs, i.e., how many resources have been used in order to pro-
duce the outputs, while cost-effectiveness is the ratio of inputs to outcomes.

Using these terms, performance can be defined as the achievement of ex-
pected outputs and outcomes in relation to the resources used to achieve them
(efficiency and cost-effectiveness). This definition enables us to extract four
performance dimensions: outputs, outcomes, efficiency, and cost-effec-
tiveness, whose measurement will be further examined.

2.2. Performance Measurement

Performance measurement can be defined in a number of ways (De Lanc-
er Julnes, 2008, p. 1450; Bouckaert & Halligan, 2008, p. 26; Neely, 2008
in Moulin, 2002, p. 188; De Brujin, 2007, p. 10; Van Dooren et al., 2010,
p. 25; Hatry, 2006, p. 3; Ketelaar et al., 2007, p. 8; Ammons, 2008, p.
1455; Kloviene & Valanciene, 2013, pp. 384-386) but it basically repre-
sents the number of activities used in order to obtain information on a
variety of performance dimensions.?

Performance measurement is not a new concept in public administration;
its roots can be found as early on as in the doctrine of cameralism, which
was dominant on the European continent in the 18th and 19th century?,
and it has continuously been present in public administration over the
last two centuries.” However, its influence has become prominent since
the beginning of the 1980s and the emergence of the doctrine of New

3This definition is in line with the definition given by Van Dooren et al. (2010, p. 25),
who state that performance measurement is a bundle of deliberate activities of quantifying
performance.

4The basic goal of cameralism was the improvement of state management in order to
achieve a general well-being (Puljiz, 1999, p. 299). For more on cameralism see Kopri¢ &
Marcetic, 2003, pp. 215-216; Pusic, 2002, pp. 46-47.

5Van Dooren has identified 14 movements, starting from the 17th century, that have
had an impact on performance measurement (Van Dooren, 2006, pp. 47-79). Data on the
historical development of performance measurement can also be found in Talbot, 2010, pp.
143-167 and Heinrich, 2007, pp. 25-28.
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Public Management (NPM), which had as one of its basic provisions the
orientation toward outputs and their measurement.® Although NPM has
generated a great number of flaws (Kopri¢, 2006, p. 355) and it is now
possible to speak of the end of the pure NPM,” new administrative doc-
trines, such as the doctrine of the Neo-Weberian State, include perfor-
mance measurement as one of their important components (Bouckaert &
Pollitt, 2011, pp. 118-119; NISPAcee, 2008/09).

Accordingly, it is possible to say that performance measurement has
found its place in the public administrations of many countries, in all lev-
els of government as well as in international organisations (Van Thiel &
Leeuw, 2003, p. 267). Basically, performance measurement is here to stay
(de Lancer Julnes, 2009, p. 8).

Performance measurement needs to be distinguished from performance
management. Namely, performance management comprises not only the
pure measurement of performance dimensions, but also the use of re-
ceived performance information in a variety of functions (such as budget-
ing, planning, accounting, etc.). There is research testifying that the use
of performance information (performance management) increases over-
all organisational performance (Walker et al., 2011; McGuire & Gerrish,
2015). Measurement is one component of the performance management
process; it stimulates information usage, but measurement in itself is not
sufficient to ensure that the received information will actually be used
(De Lancer Julnes & Holzer, 2001, pp. 700-701; Ammons & Rivenbarck,
2008; Yang & Hsieh, 2007, pp. 867, 869; Sanger, 2008, p. 72).

Performance measurement and performance management can create nu-
merous benefits. First of all, the purposeful use of performance informa-
tion can rationalise the decision-making process and stimulate so-called
evidence based management (Pfeffer & Sutton, 2006), in which decisions
are not taken based on subjective feelings but rather on concrete data.
Also, the publication of performance data can increase the accountability
of public organisations, and the government in its entirety, towards the
citizens: if the citizens know the level of performance they may expect,
then they can control whether it has been achieved and whether they
are satisfied with it. The publication and use of performance information

61n the USA, this orientation is most clearly explained by the famous book “Reinvent-
ing Government”, in which the authors state that only “What Gets Measured Gets Done”
(Osborne & Gaebler, 1992, pp. 146-147).

7 As Drechsler & Kattel (2008) put it: “Towards the Neo-Weberian State? Perhaps,
but Certainly Adieu, NPM".
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can therefore improve communication between the public administration
and the citizens, but also communication within the organisation itself
(Melkers, 2006). Performance measurement can stimulate innovation
processes within the organisation, benchmarking between organisations
(Van Dooren et al., 2010, pp. 152-154), and the creation of a new organ-
isational culture oriented towards performance improvement.

It is important to be aware that performance measurement can bring
about a number of unintended consequences, such as an exclusive ori-
entation towards the subjects that are being measured and a neglect of
other activities in the organisation, fabrication of performance informa-
tion, spending time and resources on various measurements without ever
using the data and forgetting why the measurement had been conducted
in the first place, etc.® Also, politicians can be contrary to performance
measurement because the publication of performance data can show their
failure in achieving some of the promised goals (Behn, 2002, pp. 8-9).
Therefore, in order to avoid any unintended consequences, performance
measurement needs to be conducted in a proper manner.

2.3. Defining Quality and its Measurement

In order to emphasise the importance of quality in the public sector, some
authors consider quality to by an intermediary outcome (Hatry, 2006, p.
19), but it is necessary to admit that quality is a difficult concept to define
and operationalise (Dzini¢, 2012, pp. 1005-1011).

The evolution of the concept of quality has passed through three phases.
In the first phase quality was understood as respect for norms and proce-
dures. In the second phase, which can be observed at the beginning of the
1960s, quality was understood as effectiveness, meaning that the product/
service served its purpose and the purpose of the consumers. Finally, in
the last development phase, quality has come to be understood in the
sense of customer satisfaction (Beltrami, 1992, p. 770, in Léffler, 2004,

p. 6).°

8For negative consequences of performance measurement see Bouckaert & Balk,
1991; Van Dooren et al., 2010, pp. 158-166; Randor, 2010.

9Presently, it is even possible to speak of quality as the realisation of the overall qual-
ity of life and well-being of the citizens. The OECD is a frontrunner in this field, stressing
that both the material elements of citizen well-being (such as income and wealth, jobs and
earnings, housing) as well as other elements of the quality of life ((health status, work-life
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Apart from difficulties in defining quality, there are difficulties in its meas-
urement. In this respect, two approaches to quality measurement can be
singled out. The first is to accept that quality has many shades and that it
can be measured in different ways (Tampieri, 2006, p. 62), which means
that different indicators of service quality can be chosen, for example:
correctness, timeliness, accessibility, friendliness, simplicity, understand-
ability, etc. (Setnikar Cankar, 2006, p. 52). The second is to use some of
the various quality improvement instruments (QII). QIIs can be defined
as comprehensive tools intended to measure organisational quality in is
totality. Some of these instruments have been created for private sector
organisations and then transferred into the public sector, while some have
been created exclusively for public sector organisations (Talbot, 2010, pp.
169-184). Dzini¢ (2014) has classified 12 quality improvement instru-
ments, starting from the simplest (citizen’s charter) to the most complex
one (EFQM Excellence Model).1°

Defining quality measurement in this paper. In order to assess the degree
of quality measurement present in public organisations, in this paper the
combination of the first and the second approach to quality measurement
will be adopted.

Four indicators of quality measurement will be taken into consideration.
First, the paper will examine whether organisations measure the timeli-
ness (speed) of their service delivery. Second, it will investigate whether
organisations measure the number of complaints made about civil servant
conduct. It is possible to suppose that complaints are made because of
a neglect of appropriate rules and a lack of correctness on behalf of the
servants. Third, the paper will explore whether organisations measure cit-
izen satisfaction with their services. Finally, it will examine if organisations
use one of the four complex quality improvement instruments (according to

balance, education and skills, social connections, civic engagement and governance, environ-
mental quality, personal security, and subjective well-being) should be measured (OECD,
2015, p. 22). Some OECD member states have already launched initiatives oriented to-
wards well-being measurement (Réhn et al., 2013, pp. 5-6). However, the measurement
of well-being is mostly macro-level oriented, taking into consideration the state as a whole.
Because this paper deals with the organisational level, the examination of well-being will not
be taken into consideration.

19The instruments are the following: citizen’s charter, customer satisfaction investiga-
tion, audit, SWOT analysis, PEST analysis, ISO standards, business process reengineering,
Balanced Scorecard, Plan-Do-Check-Act circle, Common Assessment Framework, quality
awards, and EFQM Excellence Model (Dzini¢, 2014, pp. 33-101).
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the classification made by Dzini¢, 2014, pp. 33-101): ISO standards,!
the Common Assessment Framework (CAF)', participation in quality
awards'®, and the use of Balanced Scorecards (BSC).' Special attention
will be devoted to BSC, because it represents not only a quality improve-
ment tool (Dzini¢, 2014, pp. 62-67; Koprié et al., 2012, p. 204; Kopri¢ et
al., 2014, p. 127), but more importantly a multidimensional performance
measurement model (Talbot, 2010, p. 170), whose use indicates that an
organisation measures not only its overall performance but also devotes
attention to quality improvement.’

11SO standards are international documents defined by the International Organi-
zation for Standardization, which prescribes the requirements, specificities, characteristics,
and instructions on how to ensure that certain products or services have an appropriate
degree of quality and are fit for use. There are almost 20,000 ISO standards; however, the
subcategory ISO 9000 is devoted to quality management, and public organisations often
use the ISO 9001 standards because they can receive a certificate which confirms they have
implemented the proper quality management system (http:/www.iso.org/iso/home/stand-
ards.htm).

2CAF is a quality improvement instrument developed especially for public sector or-
ganisations. It is a self-evaluation questionnaire filled out by all the organisational members,
which enables the organisation to see its weak points and benchmark the experience against
other organisations using the same instrument (DzZini¢, 2014, pp. 40-45).

13 Quality awards are given to organisations which distinguish themselves by the qual-
ity of their services. Giving awards to outstanding organisations can stimulate benchmarking
and the diffusion of best practices. There are a number of quality awards developed for
public sector organisations, such as the European Public Sector Award (EPSA). In Croatia
there is the INPULS award given by the Croatian Association of Towns (Dzini¢, 2012;
Dzini¢, 2014, pp. 56-58).

14BSC is a concept developed by R. Kaplan and D. Norton in their 1996 book “The
Balanced Scorecard — Translating Strategy into Action”. BSC presupposes the measure-
ment of four organisational perspectives: financial, users, internal business processes, and
organisational capacity, because their measurement can increase the overall quality of the
organisation (Kaplan & Norton, 1996). Kaplan and Norton also state that in the public
sector these four perspectives, originally developed for the private sector, can be reduced to
the measurement of only three perspectives: costs incurred, value created, and legitimating
support (Kaplan & Norton, 2001, pp. 136-137).

5The other three QIIs were chosen because previous research (Dzini¢, 2014) has
shown that Croatian local units lag behind in the use of QIIs. When there is some use of
QIIs, this is mostly limited to the use of citizen satisfaction surveys, ISO standards, and
quality awards. Because citizen satisfaction is examined separately, the use of ISO standards
and quality awards are examined as part of this indicator. CAF is included because it is an
instrument created under the auspices of the European Union and because Croatia is the
newest member state, this instrument allows for the assessment of the state of Europeani-
sation.



Manojlovi¢, R. (2016) Organisational Size as a Determining Factor of Performance ...

HKJU-CCPA 16(2), 237-266
245

3. Size as a Determinant of Performance and
Quality Measurement

3.1. Literature Review and Research Hypothesis
Formulation

There is a variety of literature dealing with performance measurement.
When it comes to the examination of the relationship between size and
performance measurement, there is some research that has shown size
to be an important factor that stimulates outcomes and output measure-
ment. In the USA, Berman and Wang (2000, p. 412) (see also Wang &
Berman, 2001, p. 414) have concluded that larger counties adopt outputs
and outcomes measures more in their functions. This was also confirmed
in the context of American cities with a population of 25,000-250,000
inhabitants (Folz et al., 2009, p. 67). In Mexico, the size of government
(fiscal revenues and staff) and the size of municipality (gross production
and population) turned out to be positively related to the probability of
performance measurement adoption (Salazar & de Arkos Martinez, 2013,
p. 764). In Belgium, Van Dooren (2005, p. 376) has proved that larger
organisations measure more.'® Although the methodology implemented
in these papers is different, as well as the time period and the studied or-
ganisations themselves, with necessary precautions their findings can be
comparable and they all seem to indicate size is an important factor that
stimulates performance measurement.

This last finding is the starting point of the research conducted in this
paper. Namely, if size has proved important in the USA, Belgium, and
Mexico, it can also be expected to influence performance measurement
in Croatia. A further literature review was conducted to find similar pa-
pers discussing this topic in ex-socialist countries, because it is logical
to assume that results found in these countries are more likely to fit the
Croatian circumstances. Although there has been research on perfor-
mance measurement in these countries, in this literature review no paper
was found dealing empirically with the relationship between performance
measurement and organisational size. This is in line with the findings of
Nomm and Randma Liiv, who state that “the studies on the introduction

161t is important to emphasise that Van Dooren (2005) operationalised size as the
number of persons employed in the organisation, while other authors have operationalised it
as the total number of inhabitants of local units. However, it is possible to suppose that local
units with more inhabitants have more people employed in their administration.
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of particular performance-based management tools in central and eastern
European countries have been rather descriptive and have ended up with
contradictory conclusions” (Nomm & Randma-Liiv, 2012, p. 860)."”

This paper attempts to contribute to the empirical research on performance
and its measurement on the territory of eastern European countries and to
assess whether size is a determinant of performance measurement.

Starting from previous research findings, it is possible to assume that or-
ganisational size correlates positively with the measurement of a great-
er number of performance dimensions (outputs, outcomes, efficiency,
cost-effectiveness).

Therefore, the main research hypothesis of this paper is the following:

H1: Organisational size correlates positively with the number of performance
measures.

The same reasoning (per analogiam) can be adopted with regard to quality
measurement, and it is possible to assume that organisational size will in-
fluence not only performance, but quality measurement as well, meaning
that bigger organisations will measure their timeliness, complaints about
civil servant conduct, and citizen satisfaction, and will also use more qual-
ity improvement instruments.

This enables us to formulate the second research hypothesis:

H2: Organisational size correlates positively with the number of quality meas-
ures.

3.2. Operationalising Organisational Size

Although it may seem easy to define organisational size, there are a num-
ber of different operationalisations. Kimberly (1976, pp. 587-588) states
that organisational size can be defined as the physical capacity of an or-
ganisation, as the personnel available to an organisation, as organisational
input or output, or as the resources available to an organisation. Each of
these operationalisations has its advantages and disadvantages, but in this
paper two operationalisations will be chosen. Namely, organisational size
will be defined as the number of personnel employed by the organisation and
its total budget (revenues allocated to the organisation). These two operation-

7The same is confirmed by Byne, who states that research on government perfor-
mance relies on evidence from Anglo-Saxon and Scandinavian countries (Boyne, 2010 in
Hammerschmid et al., 2013, p. 3).
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alisations have been chosen because the number of personnel employed
has proved to be the best indicator of organisational size (Child, 1973b, p.
170 in Kimberly, 1976, p. 582) and the budget is an essential component
of public sector organisations, which determines their range of activities.

This sort of size operationalisation enables further conclusions. In the
context of local self-government it is legitimate to say that local units (or-
ganisations) with more inhabitants have a greater number of civil servants
employed in their administration, and a bigger budget.'® That means if
it is shown that organisational size is an important factor that stimulates
performance and quality measurement, this will be an argument for the
creation of bigger local units in terms of both territory and population.

3.3. Local Unit Size in Croatia

Croatia has a fragmented system of local self-government composed of
20 counties as second-level local units, the City of Zagreb as the capital
city with the dual status of a first and second-level local unit, 428 munic-
ipalities as first-level local units created for rural areas, and 128 towns
as first-level local units created for urban areas. Both the first and sec-
ond-level local units are small. The average number of inhabitants in the
counties is 174,887 (Kopri¢, 2013, pp. 11-12), the municipalities have an
average of 2,957" inhabitants, and the towns an average of 17,689 (Ko-
pri¢, 2013, p. 7). The number of persons employed in local administrative
bodies in municipalities is 4,018, as opposed to 6,385 in towns, and 2,741
in the City of Zagreb (Frani¢, 2012, p. 2). This means that local units have
an average of 9 servants in municipalities and 70 in towns (50 if the City
of Zagreb is excluded), which means that Croatian local units are small.
The average number of persons employed in the county administration is
103.8 (based on Frani¢, 2012, p. 2).

Their financial capacity is small, too. Namely, Croatia is a highly central-
ised country and the share of local government in general government
spending amounts to only 19.1%, or 7% of GDP (Jurlina Alibegovi¢,
2012, pp. 34-35). The majority of local government spending is done by
the City of Zagreb and the towns, while the counties and municipalities

180ne of the arguments for the creation of bigger local units is that they will have
more inhabitants (tax payers), and as a consequence, more resources (Ivanisevié, 2006, p.
215; Kopri¢ et al., 2014, p. 268).

P http://www.dzs.hi/Hrv/censuses/census2011/results/htm/H02_04/H02_04.html
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account for just 1% of the expenses in the GDP (Ministry of Finance in
Jambrag, 2013, p. 115).

Presently, the organisation of the Croatian system of local self-govern-
ment is often criticised by the academic community, which advocates
a reduction in the number of counties and local units, together with
strong decentralisation (Kopri¢, 2010, pp. 133-135; Pulabi¢, 2013, pp.
195-198). This paper attempts to participate in this debate and to assess
whether the territorial restructuring of local self-government would stimu-
late improved performance and quality measurement, which could lead to
performance and quality management and thus to overall organisational
improvement.?

4. Empirical Research
4.1. Methodology

In order to test the hypothesis, empirical research was conducted with-
in the Croatian public administration. A questionnaire was sent to three
types of central state organisations: all ministries (20), other central state
administrative bodies (34), and central level agencies (76), as well as three
types of local level organisations: counties (20), all towns and municipal-
ities with a population over 10,000 inhabitants (74), and regional and
local development agencies (29). The questionnaires were sent out be-
tween April and June 2014, in three rounds (in the first and third round
as an online questionnaire and in the second round by regular post) to
the heads of the organisations, asking them to fill out the questionnaire
or to delegate this task to the person who is in charge of the performance
measurement system in their organisation.

The questionnaire contained ten pages, but here only questions relating
to the measurement of specific performance and quality dimensions, and
organisational size will be discussed. In order to assess whether local units
measure outputs, outcomes, efficiency, and cost-effectiveness, the re-
spondents were asked to indicate the extent to which their organisations

20 As has been said eatlier, the pure act of performance measurement is not sufficient
to stimulate performance improvement; however, measurement is one component which
leads to performance management, which in turn has the potential to increase overall organ-
isational performance (s. chapter 2.2.).
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measure these performance dimensions.?! They were also asked to indi-
cate a typical output/outcome/efficiency/cost-effectiveness indicator and
a typical document in which indicators can be found.

In order to assess the degree to which the organisation measures quality,
seven questions were asked. The respondents were asked to indicate the
extent to which their organisations measure timeliness and citizen satis-
faction.”® In order to assess whether they measure the number of com-
plaints received, the use of ISO standards, BSC, CAF, or participation
in quality awards, they were asked to indicate if these instruments are
present in their organisation. 3

The respondents were asked to indicate the total budget of their organisa-
tion for 2013 and the total number of persons employed both permanent-
ly and on short-term contracts. These answers were used as an indication
of organisational size.

The received data were analysed by methods of data inspection and de-
scriptive statistics (mainly cross-tabulation and correlations), using the
Statistical Package for the Social Sciences 20.0 (SPSS) and MS Excel.

Following the data analysis, additional 12 semi-structured interviews with
the heads of the organisations or civil servants responsible for the perfor-
mance or quality measurement were conducted.

4.2. Results

The total response rate to the questionnaire was 39.5% (100 responses)
and the distribution was even between the groups of organisations, which
makes data analysis possible (Figure 1).

2IThe coding was done in the following way: 0= never/ 1= sporadically (just for some
activities)/ 2= to a great extent (for the majority of activities)/ 3= systematically (for all activ-
ities). The respondents were also offered the “I don’t know” option.

22In this case ordinal variables were used and the coding was done in the following
way: 0= never/ 1= sporadically (just for some activities)/ 2= to a great extent (for the majority
of activities)/ 3= systematically (for all activities). The respondents were also offered the “I
don’t know” option.

2The coding was “1=yes” or “0=no”. The respondents were also offered the “I don’t
know” option.

CROATIAN AND COMPARATIVE PUBLIC ADMINISTRATION



NOILVYLSININGY D178Nd JAILVYVAINOD ANV NVILVYOUD

Manojlovi¢, R. (2016) Organisational Size as a Determining Factor of Performance ...

HKJU-CCPA 16(2), 237-266
250

Figure 1: Response distribution
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Regarding the measurement of the four performance dimensions, it can
be seen that performance measurement is not highly implemented in the
Croatian public administration. Only outputs are measured to a great
extent or systematically by more than 50% of the organisations which
responded to the questionnaire, while other performance dimensions are
measured to a considerably lower extent (Table 1).%*

24The low level of adoption of performance measurement is confirmed in earlier and
later research. Drazi¢ Lutilsky et al. (2012) examined the use of managerial accounting in
the Croatian public sector by sending a questionnaire to 150 public organisations in 2006
and again in 2011. The results showed that in 2006 only 8.13% of the organisations carried
out performance measurement of programs, while in 2011 this percentage had decreased to
a mere 4%. Although at the beginning of 2011 Croatia had established a new governmental
accounting system based on the accrual accounting principle (Jovanovi¢, 2015, p. 804), the
research data showed (Drazi¢ Lutilsky et al., 2012, p. 426) that accrual accounting had not
been fully implemented and 91% of the respondents both in 2006 and 2011 asserted that the
shift to full accrual accounting would contribute to the improvement of planning, account-
ing, and cost control. Recently, Bajo and Jurinec (2016) examined the state of performance
budgeting at the local level in Croatia, concluding that although there are some tendencies
towards its introduction, it is still not being implemented, and testifying that none of the 121
Croatian towns use outcomes indicators in their strategic plans.
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Table 1: Performance dimension measurement

Performance dimension | Outputs | Outcome | Efficiency | Cost-effectiveness
Mean 1.737 1.411 1.185 0.832
Median 2 1 1 1
St. deviation 0.910 0.995 0.960 0.980

Number of answers
Never 12 19 26 43
Sporadically 21 34 34 25
To a great extent 47 26 24 15
Systematically 19 16 9 7
%

Never 12.121 20.000 27.957 47.778
Sporadically 21.212 35.789 36.559 27.778
To a great extent 47.475 27.368 25.806 16.667
Systematically 19.192 16.842 9.677 7.778

Source: Author’s own

As has previously been said, quality measurement is examined taking into
consideration seven elements: measurement of the speed of service de-
livery, measurement of citizen satisfaction, measurement of the number
of complaints about the behaviour of civil servants, and the use of four
quality improvement instruments. Table 2 shows that none of the quality
dimensions are measured to a great extent. The only dimension that is
measured by more than 50% of the organisations is the number of com-
plaints about the behaviour of civil servants. BSC and especially CAF are
practically non-existent in the Croatian public administration, although
it is necessary to emphasise that BSC is used by four big organisations.

Table 2: Quality measurement

Quality dimension Timeliness (speed) Citizen satisfaction
Mean 1.042 1.250
Median 1 1
St. deviation 0.962 1.005
Number of answers
Never 34 27
Sporadically 30 33
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To a great extent 26 24
Systematically 7 13
%
Never 35.052 27.835
Sporadically 30.928 34.021
To a great extent 26.804 24.742
Systematically 7.216 13.402
Answer Number %
_ No 40 42.553
Complaints
Yes 54 57.447
No 73 77.66
ISO standards
Yes 21 22.34
No 90 95.74
Balanced scorecard (BSC)
Yes 4 4.25
Quality improvement No 82 89.13
awards Yes 10 10.87
Common Assessment No 92 98.9
Framework (CAF) Yes 1 1.1

Source: Author’s own

If the coding explained in footnote 21 is taken into consideration,? the
organisations are divided into four groups: those which do not measure
performance at all (O points), those which measure it sporadically (1-4
points), those which measure it to a great extent (5-8 points), and those
which measure it systematically (9-12 points). Table 3 shows that the av-
erage number of persons employed in an organisation tends to rise when
the level of performance measurement increases (when the biggest or-
ganisation is excluded, because its size is considerably bigger than the
average). However, budget size does not seem to increase as the level of
performance measurement grows. It is interesting to note that the aver-
age number of persons employed in organisations which do not measure
performance is 50, which is also the average number of persons employed

25The organisation obtains three points for every performance dimension that is
measured systematically, 2 points for every dimension that is measured to a great extent, 1
point for every dimension that is measured sporadically, and 0 points when no measurement
exists, which may amount to a total of 12 points.
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in Croatian towns when the capital city is excluded, while the average
number of persons employed in municipalities is only 9.

Table 3: Performance measurement level

Level of measurement No . To a great .
/ size performance | Sporadically extont Systematically
measurement
Average number of .
sersons employed 50 174 801 (186) 446
649,538,546
Average budget 1O
g & 72,066,168 309,556,404 | 212,429,309 (55,042,828)**

*without the organisation with the greatest number of persons employed
**without the organisation with the biggest budget
Source: Author’s own

The same can be done for quality measurement, meaning that the or-
ganisations can be divided into four groups: those which do not measure
quality at all (O points), those which measure it sporadically (1-4 points),
those which measure it to a great extent (5-8 points), and those which
measure it systematically (9-11 points).?® However, this is not very useful
for purposes of analysis, because 76% of the organisations either do not
measure quality or do this sporadically. Just one organisation (1%) meas-
ures quality systematically (Table 4).

Table 4: Extent of quality measurement

Extent of quality No quality . To a great .
measurement measurement Sporadically extent Systematically
Wfatiali o 14 (14% ) 62 (62%) 23 (23%) 1(1%)
organisations

Source: Author’s own

26The organisation obtains three points if it measures speed systematically, 2 points if
speed is measured to a great extent, 1 if it is measured sporadically, and 0 if this component
of quality is not measured at all. The same applies to satisfaction measurement. The organ-
isation receives one point if it measures the number of complaints and one point for each
quality improvement instrument, which may amount to total of 11 points.
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In order to test the hypothesis, statistical correlation tests were conduct-
ed. The tests show that the correlation between organisational size and
the measurement of the four performance dimensions is not statistically
significant. It is also so low that it is difficult to speak of any sort of actual
correlation, whether positive or negative (Table 5).

Table 5: Correlation between size and performance dimensions

S}ze / P‘erformance Output Outcome Efficiency | Cost-effectiveness
dimensions

Total number of 108 139 043 094
persons employed

Budget -.015 -.025 -.035 -.024

Legend: * correlation significant with p<0.05 (2-tailed); ** correlation significant with
p<0.01 (2-tailed) (Spearman correlation coefficient test)

Source: Author’s own

When the correlation test is performed solely for quality measurement,
similar results can be obtained. However, in this case the results show
that the correlation between organisational size and the use of two qual-
ity improvement instruments, BSC and ISO standards, is positive and
this correlation is statistically significant. Although BSC is actually used
by only four organisations, the data show that these are the biggest or-
ganisations in terms of the budget, which allows us to conclude that an
organisation’s financial size and capacity is a determinant of the use of
BSC. Also, results show that size statistically positively correlates with the
measurement of the number of complaints about civil servant behaviour,
which means that personnel size of an organisation is important for some
quality measurement elements (Table 6).

Table 6: Correlation between size and quality measurement

Quality indicator / Size e m:ﬁl;clis;efdpersons Budget
Speed® .087 .109
Satisfaction® -.046 .005
Complaints®® .258%* 124
ISOe°° 212%* .313%*
BSCe° .033 254%*
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Quality awards®° -.047 -.068

CAF®° .034 -.029

*

Legend: * correlation significant with p<0.05 (2-tailed); ** correlation significant with

p<0.01 (2-tailed)
° Spearman correlation coefficient test, °° point biserial coefficient correlation test

Source: Author’s own

These data show that the two hypotheses stated earlier on cannot be con-
sidered confirmed because for the most part the correlations are not sta-
tistically significant. However, there are indications that size is important
for quality measurement. Also, because budget size is important for the
use of BSC, which is also a performance measurement tool, this is an
indication that size can be important for performance measurement, too.

In order to further examine these findings, additional semi-structured in-
terviews were conducted. The interviews were conducted both in organ-
isations with fewer than 50 persons employed, which has proved to be
the average size of organisations which do not measure performance at
all, and in bigger organisations. Interestingly, respondents in the smaller
organisations stated their size as one of the main reasons why there is
little or no measurement. Namely, they said that “we function well; we are
small and we can keep track of our work”, and they said they did not need
measurement because “we are small; we see each other every day”. On the
other hand, bigger organisations did not state size as a reason for either
implementing performance and quality measurement or not doing so.

This could be an indication that size is an important factor for the intro-
duction of performance and quality measurement. Small organisations will
not be inclined to measure, but the increase in size (seen as the number
of persons employed) will lead to at least some measurement, although
further increase in size does not correlate with measurement expansion.

In order to further examine these findings, it is possible to look at the
data the respondents from local level organisations gave in response to the
question about incentives for performance measurement. Namely, this
group of respondents indicated that the main incentives for performance
measurement are civil servant education and better IT equipment. Size,
as an increase in the number of civil servants and the budget, is indicated
only in approximately 20% of cases (Figure 2).
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Figure 2: Incentives for performance measurement at the local level
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4.3. Discussion

At first glance, these results indicate that under Croatian circumstances
organisational size is not a contributing factor to quality and in particular
to performance measurement, which is not in accordance with previous
research. Nevertheless, four considerations need to be taken into account.

First, Croatia is completely new to performance and quality measurement.
The introduction of managerial instruments which could stimulate perfor-
mance measurement, such as strategic planning, was only implemented
at the central state level in 2010. At the local level, since 2010 counties
have had the obligation to enact their county development strategy. Al-
though these strategies have been enacted, the problem is that there is
no monitoring of their execution (EIZ, 2012: 55), meaning there is no
systematic performance measurement. As for municipalities and towns,
there is no legal obligation to implement a comprehensive performance
measurement system. Looking at quality measurement alone, there is no
general law requiring the introduction of these instruments.

The results obtained in this research might point to the fact that in the in-
itial stages of performance and quality measurement implementation size
is not one of the basic determinants, but other factors, such as political
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and administrative leadership support, might have a stronger influence on
the level of implementation. Only in later stages, when performance and
quality measurement has been widely accepted and implemented, may
size acquire a greater significance.”

This is an important contribution because Simon, Smithburg, and Thomp-
son (1950, p. 8 in Denhardt, 1993, p. 82) indicate that “in actual admin-
istration, there is often a greater difference between small and large or-
ganisations than there is between public and private ones”. These results
point to the fact that in the initial phases of performance and quality
measurement size should not be seen as the main difference between
organisations.

Second, the fact that size has not shown to statistically significantly posi-
tively correlate with the measurement of a great number of performance
dimensions would not be problematic, if the overall level of performance
measurement in Croatia were adequately high. However, it is really low.
Apart from the outputs, other performance dimensions are neglected. As
for quality measurement, this is the area in which 76% of the organisa-
tions achieved the lowest score. The research has shown that organisations
which do not measure performance at all have an average of 50 persons
employed, and this is exactly the average number of persons employed in
Croatian towns, while the number of persons employed in municipalities
is much smaller.

Interviews point to the fact that organisations need to have a certain size
in order to start implementing this instrument. Because the majority of
Croatian local units are small, they do not fulfil this basic condition and
are not able to stimulate performance and quality measurement. Accord-
ing to OECD (2008, p. 212) “experience in different OECD countries
suggests that performance indicators contribute to enhancing the effi-
ciency and effectiveness of sub-national service delivery by sharing infor-
mation across levels of government and thus accelerating the diffusion of
best practices”. Thus local self-government reform that would enhance
local capacities (such as territorial amalgamation which could allow the
creation of stronger local units in terms of personnel and material power)
could allow local units to experiment with new managerial instruments, in

271t should be also taken into consideration that the QIIs examined in this research
are complex, while easier ones (for example citizen charters or user panels) were not exam-
ined, so the results on quality measurement should be confined only to these complex QIIs.
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this case with quality and performance measurement, and consequently
to increase overall performance.

Third, there is an indication that size is important. Namely, when looking
at the incentives for performance measurement expressed by local level
respondents, better education and IT equipment are the two most im-
portant ones. It is logical to suppose that an organisation with a bigger
budget will be able to devote part of that budget to civil servant training
and equipment acquisition, which consequently means that size is im-
portant. Fourth, there is evidence that size is an important factor for the
measurement of the number of complaints about civil servant behaviour,
the use of ISO standards, and the use of BSC. When the actual number of
organisations using these instruments was checked, only four turned out
to be using BSC, but these are big organisations, which indicates that size
could stimulate the implementation of BSC.

Looking at the whole picture, it can be concluded that organisational size
has some influence on performance and quality measurement in the Cro-
atian public administration, although it is obvious that it is not the basic
determinant.

5. Conclusion

Overall, the results presented here and their examination permit some
theoretical conclusions and practical suggestions for the Croatian system
of local self-government.

In its theoretical aspect this paper contributes to the overall knowledge on
performance and quality measurement in ex-socialist countries, showing
clearly that Croatia is lagging behind in the use of these managerial in-
struments. The results show that size is not a basic determinant of perfor-
mance and quality measurement, which means that attention should be
devoted to other factors, and both big and small organisations need equal
help in order to establish the appropriate performance and quality meas-
urement systems. However, the results show that size is important for the
measurement of some quality dimensions and especially that budgetary
size has a role in stimulating the use of BSC.

As for practical suggestions for local units in Croatia, the paper has shown
that the overall level of performance and quality measurement is low and
needs to be increased. The majority of local units are small, which pre-
vents them from further developing these instruments, and this could in-
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dicate that the reform of the local self-government system is necessary.
Most importantly, the research has shown there are some factors which
could stimulate performance and quality measurement. In this respect,
special attention should be devoted to civil servant education in the im-
plementation of performance and quality measurement, which is a basic
prerequisite for any successful implementation. As there is no general law
or general requirement for performance and quality measurement at the
local level, there is a lack of general guidance on how performance and
quality measurement should be conducted. This guidance is necessary;
it can be developed by the responsible ministry, or better yet, by the as-
sociations of local units, and its existence would certainly stimulate the
measurement process and make it more accessible and comprehensive.
Furthermore, the data have shown that local units lack the necessary
technical equipment for performance measurement, so software specially
designed for quality and overall performance measurement should be ac-
quired. Also, because the level of implementation of QIls is decisively too
low, local units should be made aware of their existence and benefits that
their use can result in.

The intention of this paper is to give an overview of the performance and
quality measurement process in Croatia. However, the paper presents
some limitations. First of all, the conclusions are based on a questionnaire
response rate of only 40%. Nevertheless, the distribution of the overall
response rate is representative and it can be considered to give a repre-
sentative sample and at least a partial orientation of the state of affairs
in this respect. Also, some correlations, whether positive or negative, are
weak, which makes it harder to formulate a final conclusion. However, as
Croatia is still new in the implementation of these instruments, calcula-
tions were performed in accordance with the current Croatian situation.

This paper opens up space for further research. In the first place it would
be necessary to examine whether organisational size has an influence on
the use of performance information and on overall performance improve-
ment. Namely, performance, as well as quality measurement, is justified
only if the information obtained through the measurement process is ac-
tually implemented and overall performance is increased. Presently, there
is research that shows that the use of performance information (perfor-
mance management) increases overall organisational performance (Walk-
er et al., 2011; McGuire & Gerrish, 2015), but these assumptions should
also be tested in the Croatian context and they would provide more solid
evidence of whether an increase in the size of local units would increase
overall performance.
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ORGANIZATIONAL SIZE AS A DETERMINING FACTOR OF
PERFORMANCE AND QUALITY MEASUREMENT: LESSONS
FOR THE CROATIAN LOCAL SELF-GOVERNMENT

Summary

Performance measurement is a managerial instrument used with the purpose of
collecting information on different performance dimensions, which can be used
for a variety of purposes. Apart from performance, public sector organisations
need to devote their attention to the quality of services provided. The problem
with quality in the public sector is that it is hard to define and to measure. In this
paper quality measurement is defined as the measurement of citizen satisfaction
with the services provided, the speed at which the services have been delivered,
the attitude of public servants toward the citizens, and the use of some quality
improvement instruments. The paper investigates whether organisational size,
defined as number of persons employed and the total budget, has any effect on
the performance and quality measurement present in a certain organisation.
The results are used to formulate suggestions about local self-government reform
in Croatia and for the improvement of performance and quality measurement
therein. In order to formulate the conclusions, results from the empirical research
conducted within the central and local government in Croatia in 2014 are pre-
sented.

Keywords: performance measurement, quality measurement, organisation size,
Croatia
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VELICINA ORGANIZACIJE KAO JEDAN OD ODLUCUJUCIH
CIMBENIKA MJERENJA REZULTATA I KVALITETE - STO MOZE
NAUCITI HRVATSKA LOKALNA SAMOUPRAVA

Sazetak

Mijerenje rezultata ubraja se medu upravljacke instrumente koji sluze u svrbu
prikupljanja podataka o razlicitim tipovima rezultata koje pojedina organiza-
cija postize. Ti podatci imaju razlicite namjene. Organizacije u javnom sektoru
moraju voditi racuna ne samo o rezultatima, vec i o kvaliteti javnib sluzbi. U
javnom sektoru nije lako definirati i izmjeriti pojam kvalitete. U radu se mje-
renje kvalitete definira kao mjerenje zadovoljstva gradana s javnim sluzbama,
mjerenje brzine djelovanja javnib sluzbi, odnos javnib sluzbenika prema grada-
nima kao i primjena odredenib instrumenata za poboljSanje kvalitete. IstraZuje
se utjece li veli¢ina organizacije, odredena brojem zaposlenib i ukupnim budze-
tom, na mjerenje rezultata i kvalitete u pojedinim organizacijama. Obradom
rezultata formuliraju se prijedlozi o reformi lokalne samouprave u Hrvatskoj,
kao i o poboljsanju mjerenja rezultata i kvalitete lokalne samouprave. Zakljucci
se formiraju na temelju rezultata empirijskog istraZivanja provedenog na sredis-
njoj i lokalnoj razini 2014. godine.

Klju¢ne rijeci: mjerenje rezultata, mjerenje kvalitete, velicina organizacije, Hr-
vatska



