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Foreword by Professor Charles
C. Snow
Mellon Foundation Faculty Fellow, Smeal College of Business, Pennsylvania
State University

When Raymond Miles and I, along with our colleagues Alan Meyer
and Henry Coleman, did our original research in the 1970s, the field
of strategic management did not yet exist as a formal academic disci-
pline. The Miles and Snow (1978) strategy typology helped to establish
the field by integrating the literature on managerial strategizing and
planning with the literature on organization theory. Our empirical
studies included firms from an industry undergoing a major transforma-
tion (college textbook publishing), two industries adapting to various
new technologies (microelectronics and hospitals) and a stable indus-
try (food processing). In each industry, we identified similar patterns
in firms’ strategic choices which we labelled Prospector, Analyzer and
Defender. (We also identified ineffective patterns of strategic choices
which we labelled the Reactor.) Each of these labels indicates the strat-
egy the firm uses to compete in its chosen markets, and each type has
its own organization structure and management system that is specifi-
cally suited to its strategy. Subsequently, Miles and Snow (1984) argued
that a firm’s overall strategy must fit its environment (external fit), orga-
nization structures and management processes must align with strategy
(internal fit) and the entire organization must continually adapt in order
to maintain fit over time (dynamic fit). The three strategy types are
described as follows:

Prospectors are firms that continually develop new products, services,
technologies and markets. They achieve success by moving first rel-
ative to their competitors, either by anticipating the market based
on their research and development efforts or by building a market
through their customer-relating capabilities.

Defenders are firms with stable product or service lines that leverage
their competence in developing process efficiencies. They search for
economies of scale in markets that are predictable and expandable.

Analyzers are firms that use their applied engineering and manufac-
turing skills to make a new product better and cheaper, and they use
their marketing resources to improve product sales. They use proven

viii



Foreword by Professor Charles C. Snow ix

technologies with significant potential for generating new products
and services.

Viewed from the perspective of the industry as a whole, innovation
occurs because all three strategy types are present (Miles et al., 1993).
That is, Prospectors create opportunities in the industry by developing
new technologies. Analyzers follow Prospectors into new markets but
tend to focus on those markets in which they already have products
that can be enhanced or in which they have a particular process advan-
tage. The unique capability of Analyzers lies in their ability to envision
the market potential for a new product or technology and their skill
in rapidly commercializing innovations. While Prospectors seek returns
based on their ability to invent, Analyzers seek returns based on their
ability to perform product modifications and enhancements using estab-
lished technologies. For their part, Defenders focus on standardizing
the technologies and products developed by other firms while lowering
overall costs by becoming increasingly efficient.

Over the past three decades, management and marketing schol-
ars have examined the Miles–Snow typology’s validity and reliability
(Shortell and Zajac, 1990); the research value of the typology compared
to other prominent strategy typologies (Doty et al., 1993); the functional
attributes and performance of the strategy types in different industries
and countries (DeSarbo et al., 2005; Hambrick, 1983); how the strat-
egy types can be changed and redirected (Zajac and Shortell, 1989); the
relationship of each strategy type to the firm’s marketing orientation
(Olson et al., 2005; Slater et al., 2006); and the extent of the typology’s
use (Zahra and Pearce, 1990). Almost all of this research has been done
on private sector firms which begs the question of the typology’s appli-
cability to public organizations. This is why the book by Rhys Andrews,
George Boyne, Jennifer Law and Richard Walker is so important. More
than any other group of researchers, they have used the Miles–Snow
strategy typology to study the impact of strategic management on the
performance of public service organizations. What they report in this
book is most illuminating. First, strategic management makes a dif-
ference in how public organizations perform, just as it does in the
private sector. Second, as might be expected, there are similarities in the
behaviour of Prospectors and Defenders across both the sectors. Third,
unlike our finding that Reactors are ineffective, this study finds that in
some limited circumstances local government service agencies perform
quite well using the Reactor approach. Beyond these broad findings, the
book has many specific results, examples and implications that strategic
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management researchers will find valuable. Managers of public service
agencies will appreciate the book because it confirms that their efforts
to develop strategies and organizations specifically suited to the public
sector are paying off.
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1
Introduction

In recent years it has become increasingly evident that the performance
of public organizations is highly variable. Marked differences are
present, for example, in the exam passes achieved by schools, death
rates across hospitals, levels of crime successfully prevented and detected
by police forces, rents collected by public housing authorities and the
quality of care provided for elderly people in residential homes. The
flood of performance indicators associated with ‘new public manage-
ment’ reforms has produced much more comprehensive information on
the successes and failures of different organizations, and revealed evi-
dence of substantial inequality and ineffectiveness in service standards.
These indicators of performance are, of course, open to interpretation
and debate. Nevertheless, the evidence is overwhelming that, on spe-
cific criteria and measures of performance, some organizations are better
than others at delivering effective public services. Taxpayers and ser-
vice consumers cannot simply assume that they ‘get what they pay for’;
instead, service quantity and quality depends partly on where they live
and whether local public organizations are performing well or poorly.

Our aim in this book is to contribute to the rapidly growing body of
research that seeks to explain why such variations in performance exist.
In particular, we focus on the impact of strategic management on the
effectiveness of public services. Strategic management is traditionally
associated with the behaviour of private firms in markets. To this end,
strategy in the private sector is often viewed as a way of defeating rivals
in competitive markets. Attention has been increasingly focused on the
strategy of public organizations (Bryson et al., 2010; Lane and Wallis,
2009; Moore, 1995; Poister et al., 2010). In the public sector, strategy is
more appropriately conceptualized as a means by which organizations
can improve their performance and provide better services. It has been

1



2 Strategic Management and Public Service Performance

widely argued that strategic discretion is more limited in the public than
in the private sector (Boyne, 2002; Perry and Rainey, 1988; Ring and
Perry, 1985). For example, public organizations cannot easily switch into
new markets, or quit a geographical location because it is inimical to
good performance. Similarly, although public organizations often have
monopoly powers and may be subject to only weak market pressures,
their discretion is limited by political, legal and regulatory constraints.
Nevertheless, a range of strategic options is available in the public sector,
including product and process innovations such as the provision of new
services, coverage of new client groups and delivery of services ‘in house’
or in collaboration with others (Boyne and Walker, 2004). Thus the con-
cept of strategy is applicable in the public as well as in the private sector.

A long and rich tradition of research has examined the links between
strategy and the commercial success of private firms (Mintzberg et al.,
1998). By contrast, far less attention has been paid to the impact of
strategy on performance in the public sector. Our work on this topic
is motivated by a quest to discover whether strategy matters for pub-
lic as well as private organizations. Does it make any difference if an
organization seeks to achieve its objectives by continually searching for
new arrangements for service delivery, by sticking with its tried and
tested arrangements, or by waiting for instructions from higher levels of
government? Should strategies be developed rationally and analytically
through a formal planning process, or developed informally, iteratively
and incrementally? And is it better to implement strategies through for-
mal planning, incrementalism or some combination of the two? In this
book we explore the theoretical basis of these questions, and provide
empirical evidence on whether strategic management has an influence,
positive or negative, on public service performance.

In this introductory chapter we discuss the meanings of the terms
‘strategy’ and ‘performance’, and set out the theoretical logic of poten-
tial links between them. Why should we expect public organizations
with different strategies to achieve different service standards? We place
these issues in the context of other theoretical perspectives on pub-
lic service performance. We then summarize the sequence of the main
chapters in the book, in which we consider the performance effects of
the organizational environment, the content of strategies, how they are
formulated and how they are implemented, and organizational struc-
tures. Taken together, our theoretical discussion and empirical evidence
offer the most extensive analysis to date of whether strategy matters in
the public sector, and adds significantly to existing perspectives on the
determinants of public service performance.
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What is organizational strategy?

Academic models of organizational strategy often conflate two or more
of the following three concepts: (1) the strategic aim or ‘mission’ that is
being pursued, (2) the means of achieving that aim (usually described
as ‘strategy content’) and (3) the strategy processes that are used to
determine the content of the strategy. For example, Whittington (2001)
identifies four models of strategy for private firms: (1) classical (‘analyse,
plan and command’), (2) evolutionary (‘keep your costs low and your
options open’), (3) systemic (‘play by the local rules’) and (4) processual
(‘stay close to the ground and go with the flow’). He describes each of
these as comprising one of two strategic aims (maximize profit or pursue
plural objectives) and one of two types of processes (deliberate or ‘emer-
gent’). Unusually, strategy content does not feature explicitly in any of
the four models, although it is implicit in them (in the extent to which
organizations should lead market change, seek new options or conform
to current external expectations). Rather than defining strategy in this
‘compound’ way, we believe that it is important to distinguish between
aims, strategy content and strategy processes, not least so that the theo-
retical and empirical connections between them can be explored. We see
these three elements as inter-dependent, as shown in Figure 1.1.

Strategic
aims

Strategy
content

Strategy
processes

Figure 1.1 The elements of organizational strategy

In the private sector, organizations have substantial discretion to
pursue their own strategic aims (e.g. to switch between product mar-
kets and geographical locations). By contrast, public organizations must
usually live with objectives that have been set for them by political
institutions that determine their powers and responsibilities and pro-
vide large parts of their funding. The nature of the strategic objectives
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is therefore subject to the political priorities of the government of the
day, and any assessment of the impact of strategy content and processes
must take account of this. For example, during the 1980s in the UK the
emphasis was on the economy and efficiency of public services. Follow-
ing the election of the Labour government in 1997, the focus switched
to the improvement of service effectiveness. Managing fiscal austerity
and cutback management became the focal point for strategy objectives
for many Western nations following the global financial crisis of the
early part of the twenty-first century. A consequence was that public
service providers were expected to adopt strategy content and processes
that would reduce their costs.

Strategy content is the way in which an organization seeks to achieve
the objectives that have been selected (or selected for it). The major
element of strategy content is how the organization relates to its envi-
ronment, which is captured clearly in Miles and Snow’s (1978) classic
typology of strategies. Does an organization actively seek out new
opportunities for providing existing services and opportunities for inno-
vations in the types of service that are provided? Miles and Snow
describe this type of organization as a ‘prospector’. Does an organiza-
tion instead concentrate its efforts on procedures rather than products,
and seek to maintain a stable portfolio of services that are delivered reli-
ably and at low cost? Miles and Snow characterize such organizations
as ‘defenders’. Or does an organization have no real strategy of its own,
but instead take its cue from powerful actors in its environment, such
as higher levels of government or regulatory agencies. Miles and Snow
describe such organizations as ‘reactors’. We draw upon the Miles and
Snow framework in this book because it covers the three main options
that are open to a public organization that seeks to meet the expecta-
tions of its external stakeholders: (1) search for something new, (2) stick
with the existing pattern of services or (3) await instructions.

Strategy processes are the ways in which strategy content is formu-
lated and implemented. As already noted, strategic objectives may be
beyond the discretion of even senior managers in public organizations.
Similarly, strategy content may be imposed on public organizations
(e.g. in recent years central government in the UK has exhorted service
providers to be more innovative, and to enter into partnerships with
the private sector). Nevertheless, public managers have some auton-
omy with regard to strategy processes. For example, they may decide
to undertake a lot of formal planning, by collecting and analysing
large amounts of data on service needs, evaluating different options
for meeting these needs and using sophisticated techniques to help
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them to weigh up the costs and benefits of each option. Alternatively,
the preferred strategy process may comprise hunches, intuition and a
reliance on the push and pull of organizational politics. Such ‘rational’
and ‘incremental’ approaches to the strategy process may apply not only
to the formulation of strategies but also to how they are implemented.
Despite the large literature on public policy implementation, little has
been written on strategy implementation in the public sector. In this
book, we seek to begin to redress this imbalance in the literature by
analysing the links between public service performance and both the
formulation and implementation of organizational strategies.

In sum, it is possible to differentiate between a number of elements
of organizational strategy: aims, content and processes (and, within this
last element, to distinguish between formulation and implementation).
In this book, we treat strategic objectives as exogenous, because they
are largely fixed for the organizations that we examine through the leg-
islative requirements set by higher levels of government. We examine
whether content and processes make a difference to the achievement
of strategic objectives. Thus our basic model of the links between the
various elements of strategy becomes, as shown in Figure 1.2.

Content

Performance

Processes

Figure 1.2 Strategy content, processes and performance

Contingency theory

The notion that the best way to organize is dependent upon the envi-
ronment within which an organization is located, and that this fit
in turn is a major influence on organizational performance, sits at
the heart of contingency theory (Lawrence and Lorsch, 1969; Scott,
2001; Thompson, 1967). Contingency theory, predicated on the view
that there is no one best way to organize, strikes at the heart of the
approaches often adopted by governments to improve public services.
It is not unusual for governments to roll out programmes of reform that
apply to a variety of different types of public agencies – those charged
with technical goals and those with human or social welfare-orientated
objectives – and not to differentiate between the contexts within which
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they are located – rural, suburban or urban, complex or simple, munif-
icent or miserly. For example, the Blair Labour government in the UK
launched a programme of public service improvement in its second term
in office (Blair, 2002; OPSR, 2002, 2003) – aspects of which were initially
applied to Welsh local governments. This public service improvement
strategy focused upon developing minimum standards (through perfor-
mance management and target setting), devolution of responsibility,
enhancing the flexibility of public organizations through leadership
and improvement, offering incentives and increasing choice through
contestability and user choice. Empirical analysis of this programme in
English local government suggested that only some aspects assisted in
performance improvement and that many organizations were required
to implement reforms that had no consequence for their achievements
(Walker and Boyne, 2006). Such one-size-fits-all approaches to the polit-
ical management of public service organizations is a frequently cited
criticism of government programmes of management reform (Walker
and Enticott, 2004).

Contingency theory has been applied to the study of public organi-
zations for some time. In the 1970s, Greenwood, Hinings and Ranson
(1975a, 1975b) mounted a series of studies that examined organiza-
tional structure and argued that this was contingent on the organiza-
tional environment and the internal characteristics of goals, size and
political control. The work has been extended to examine the rela-
tionship between organizational context and decision-making and the
environment and budgets (Greenwood, 1987). While evidence that
the organizational context affects the performance of public agencies
is longstanding (see, e.g. Andrews et al., 2005a), other research has
shown how organizational environments affect strategy (Pettigrew et al.,
1988). The spotlight has also been turned to organizational processes,
including strategic and corporate planning, and a number of impor-
tant contingencies that lead to success, or otherwise, have been noted
(Boyne, 2001; Clapham, 1984).

The strategy–environment fit is an important element in the Miles
and Snow model. However, it receives comparatively less attention than
the alignment of strategy with internal structures and processes. Never-
theless, it is clear that Miles and Snow believe that organizations have
the discretion to adopt the strategy that is best suited to the circum-
stances that they face. For example, they follow Burns and Stalker (1961)
in claiming that an organic structure is required in an uncertain envi-
ronment, whereas a mechanistic structure is better in a predictable and
stable environment. This implies that a strategy of prospecting should
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work best in an uncertain environment. Defending, by contrast, should
be an especially effective strategy in the presence of environmental sta-
bility. Miles and Snow’s arguments suggest that reacting will not be
consistently linked to any set of external circumstances. However, while
reactors ‘do not possess a set of mechanisms which allows them to
respond consistently to their environments over time’ (Miles and Snow,
1978, 93), a dynamic and unpredictable environment may lead such
organizations to seek cues from other external actors about the best way
to respond to these circumstances.

While organizational environments are readily associated with con-
tingency theory, it is traditionally and more strongly associated with
the study of the technical environment. Miles and Snow’s conceptual-
ization of organizations and their environments fits this tradition, as
does Dess and Beard’s (1984) classic set of environmental dimensions of
munificence, complexity and dynamism. However, as Scott (2003, xxii)
notes, institutional perspectives ‘. . . call attention to the ways in which
legal systems, widely shared belief systems, and norms define the envi-
ronments of organizations and shape the response repertory available
to any given organization’. Therefore, a systematic understanding of the
contingent impact of the environment on organizational performance
should include an examination of ways in which internal characteris-
tics (in this case strategy) are affected by both the technical and the
institutional environment. In this book, we take both types of external
contingency into account when assessing the links between strategy and
performance.

Theoretical perspectives on public service performance

Potential influences on organizational performance in the public
sector can be categorized into three broad sets of variables: (1) the
external environment, (2) internal organizational characteristics and
(3) managerial strategies (Boyne, 2003b, 2004). In this section, we out-
line theories and evidence on the first two of these. We deal with the
nature and theoretical effects of managerial strategies in the subsequent
section.

External environment

Public organizations are ‘open systems’ (Easton, 1953) that are subject
to influence by a number of aspects of their external environment,
not least because they are accountable to a range of stakeholders
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and depend on other organizations (especially higher levels of gov-
ernment) for political and financial resources. As noted above, the
external environment of any organization has two major components.
First, the ‘technical’ environment that comprises characteristics such
as the level of need for services, the financial resources available to
purchase inputs to service production and market pressures towards
efficiency and effectiveness. Prior research on these dimensions of the
environment suggests that the complexity of service needs and the
level of financial munificence are significant constraints on public ser-
vice performance. For example, studies of Texas school districts and
English local governments have shown that organizations in areas
with a higher quantity and diversity of need (as measured, e.g. by
the percentage of households with low incomes and the extent of
social heterogeneity) are likely to be poorer performers. Similarly, if
these organizations are blessed with more money (either from their
own revenues or inter-governmental transfers), then they are likely
to be able to achieve higher effectiveness in public service provi-
sion (Andrews et al., 2005a; Meier and O’Toole, 2006). Recent studies
also find that higher dynamism in the external environment leads to
lower performance (Andrews and Boyne, 2008; Boyne and Meier, 2009).
By contrast, although the impact of market pressures has been stud-
ied widely (especially the extent of contracting-out to private suppliers),
evidence on the impact on performance is mixed and inconclusive
(Boyne, 2003a; Hodge, 2000). Accordingly in this book, we concentrate
on the constraints imposed by munificence, complexity and dynamism,
and seek to isolate the net effect of strategic management when these
external influences on performance are incorporated in our empirical
analyses.

The second component of the external circumstances in which public
organizations operate is the institutional environment (Ashworth et al.,
2009). Institutional theorists argue that organizational behaviour and
performance are constrained by a set of external forces that bestow
(or withhold) ‘legitimacy’. An organization is perceived as legitimate
by powerful stakeholders if its internal arrangements are consistent
with prevailing norms (in other words, if it is managed in a way
that is ‘modern’ or ‘fashionable’). DiMaggio and Powell (1983) argue
that organizations are subject to three types of pressures that shape
their characteristics: (1) ‘normative’ (stemming from prevailing profes-
sional beliefs about appropriate management structures and processes),
(2) ‘mimetic’ (arising from the ways in which organizations seek to
copy and emulate their apparently more successful peers) and (3) ‘coer-
cive’ (as a result of laws, regulations and accountability requirements
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imposed by the state). As public organizations are themselves part of
the state, it is likely that coercive pressures upon them are particu-
larly strong. This view is consistent with the findings of a range of
studies of institutional pressures in the public sector, which have exam-
ined organizational strategies, structures and human resource practices
(Frumkin and Galaskiewicz, 2004; Meyer et al., 1987; Rowan, 1982;
Tolbert and Zucker, 1983). None of these studies, however, has examined
the impact of coercive pressures on performance. During the era of new
public management, public organizations have been subject to an ‘audit
explosion’ (Hood et al., 1999; Power, 1997) that has unleashed a new
range of regulation and inspection. We therefore seek to extend previ-
ous work on the institutional environment by examining whether such
coercive pressures have positive or negative effects on public service
performance.

Internal organizational characteristics

Public service performance is likely to be influenced not only by the
external constraints that organizations face but also by their internal
characteristics. A large literature on contingency theory suggests that
organizations are not simply prisoners of their technical and insti-
tutional environments, but can adapt their internal arrangements in
order to fit better with this environment and to boost their perfor-
mance (Donaldson, 1996). The organizational attributes that have been
included in studies of performance in the public sector include strategy
processes, structures, culture and leadership (Boyne, 2004). The nature
and impact of strategy processes are central elements of this book, and
we further explore the theoretical rationale for this in the next section
of this chapter. In addition, we focus on the impact of internal orga-
nizational structure on public service performance for a number of
reasons.

First, structure is a core component of the Miles and Snow (1978)
model of strategic management, both as a separate influence on perfor-
mance and in combination with strategy content and processes. Other
classic works in the strategic management field also emphasize the close
connections between strategy and structure (e.g. Chandler, 1962). Thus
there are strong theoretical reasons to expect that structure is part of
the explanation for variations in organizational performance. Second,
organizational structures in the public sector are often changed by pol-
icy makers and senior managers, perhaps because this appears to be an
easier option than implementing other reforms such as changing the
culture or composition of the workforce. In effect, structural change
becomes the ‘default strategy’ that is frequently employed in the quest
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for public service improvement (Boyne, 2006). Finally, and perhaps
reflecting the prominence of structural change on the policy agenda,
structure is the internal organizational variable that has been tested
most often in empirical studies of public service performance (Boyne,
2004). Prior work has considered the impact of organizational structure
(and especially centralization) on a range of performance measures, but
has not analysed whether structural effects are contingent on strategy
content and processes. Accordingly, we seek to extend work in this area
by applying the Miles and Snow (1978) model of strategy and structure
to the performance of public organizations.

Why does strategic management make a difference to public
service performance?

Strategic management is generally viewed as essential if organizations
are to perform well. The generic management literature on strategy
contains a large number of claims concerning the beneficial impact
of strategic management on organizational functioning and effective-
ness (Mintzberg et al., 1998). Strategy is believed to set a direction for
collective effort, to help focus that effort towards desired goals and to
promote consistency in managerial actions over time and across parts of
the organization. The assumption here is that the presence of a clear and
coherent strategy is better than the absence of identifiable content and
processes (Inkpen and Chowdhury, 1995). This positive view of organi-
zational strategy is also present in the public management literature. For
example, Joyce (1999, 1) argues that ‘strategic management has emerged
as a multi-purpose tool which public services management must have to
ensure that their organizations survive in the short and medium term
and build for a long term future’. Similarly, according to Poister and
Streib (1999, 308) ‘effective public administration in the age of results-
oriented management requires public agencies to develop a capacity for
strategic management, the central management process that integrates
all major activities and functions and directs them towards advancing
an organization’s strategic agenda’.

Yet, although an identifiable strategy may be regarded as necessary for
good performance, it is clearly not sufficient. Strategy content and strat-
egy processes may be perfectly clear but perfectly useless (or worse). Our
aim in this book is to explore the styles of strategic management that are
associated with high (or low) performance. Which strategy content and
processes are most likely to lead to better public service performance?
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This question is based on a number of assumptions, and it is important
to make these explicit.

The first assumption that underpins the argument that ‘strategy mat-
ters’ is that performance is not completely determined by the technical
and institutional environments and by organizational characteristics
such as structure. Many studies in the private sector have shown that
scope is left for the strategies that are adopted by organizations to
influence their achievements (Bowman and Helfat, 2001). The impact
of strategy may either sit alongside environmental and organizational
variables as a separate contributor to performance, or it may mod-
erate external and internal variables by strengthening or weakening
their effects. In either case, even after environmental and organizational
constraints are taken into account, sufficient space remains for strategy
content and processes to leave an imprint on organizational effective-
ness. The low-to-moderate levels of statistical explanation in studies
of performance that include only environmental and organizational
variables provide indirect support for this assumption (Boyne, 2003a).

A second assumption concerns the existence of causal mechanisms
that link strategy to performance. One such mechanism may be the pure
symbolism of a strategy that is recognizable to internal and external
stakeholders. A strategy that is linked to identifiable goals for perfor-
mance improvement may help to generate support from managers and
front-line staff (Chun and Rainey, 2005). Beyond this, strategies that
are viewed as legitimate by powerful groups in the institutional envi-
ronment are likely to lead to greater financial and political support for
an organization, and thereby lead to better service performance. Thus
internal and external political forces are likely to explain part of the link
between strategy and performance. In addition, strategies have techni-
cal characteristics that can help to deliver better results. For example,
organizations with explicit strategies may spend more time researching
client needs and evaluating different ways to meet these needs effec-
tively. They may also be benchmarking their internal procedures against
those used by other organizations, and seeking to align their strategy
content, structures and processes in ways that boost performance. Thus
the adoption of a specific strategy is likely to have a range of primary
and secondary effects that have consequences for performance.

A final important assumption is that strategic management actually
varies across public organizations. Performance differences cannot be
attributable to strategy differences if all organizations have the same
content and processes. Evidence of variations in strategy is provided by
several studies of public organizations. For example, Greenwood (1987)
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finds differences in the extent of prospecting, defending and reacting
across English local governments. Similar strategy variations are present
across US local governments (Stevens and McGowan, 1983) and public
agencies in Ohio (Wechsler and Backoff, 1986). Such evidence implies
that, at some juncture, organizations may have made choices to pursue
strategies of prospecting, defending or reacting, and to use rational or
incremental processes. As Bourgeois (1984, 591) argues, ‘the top man-
agement or dominant coalition always retains a certain amount of
discretion to choose courses of action that serve to co-align the orga-
nization’s resources with its environmental opportunities, and to serve
the values and preferences of management’. Of course, even the same
strategy may have different effects in different organizational environ-
ments or in combination with different organizational characteristics,
but the source of performance variations would be these latter variables
rather than strategic management per se.

In sum, we assume that strategic management is important because it
varies across public organizations, and is not simply a trivial or redun-
dant category once the impact of environmental and organizational
variables is taken into account. Indeed, strategy itself shapes the impact
of external and internal constraints on performance, and is thereby both
directly and indirectly linked to performance. Taken together, these
assumptions imply that strategy matters in principle; in the remainder
of this book, we investigate to what extent, and in what ways, it matters
in practice.

Plan of the book

Chapter 2 considers the relationship between the organizational envi-
ronment and the performance of public services. Organizational envi-
ronments are a key issue in management research. However, despite
widespread acknowledgement of the unique circumstances that public
organizations confront and a wide evidence base on spatial variations in
the broader context that they face, a surprisingly small number of stud-
ies have systematically conceptualized organizational environments in
the public sector and investigated their relationship with performance.
The chapter explores the impact of key aspects of the external technical
and institutional environment on the performance of public organiza-
tions. In doing so, we build on and develop existing theories of the
organizational environment. We also outline our approach to concep-
tualizing and measuring public service performance, paying particular
attention to concepts and measures of organizational effectiveness. The
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chapter also provides details on the controls variables used in all of the
multivariate statistical models in later chapters.

Chapter 3 focuses on strategy content. The Miles and Snow typology
of strategy content is introduced prior to a review of the existing litera-
ture on content and performance. The literature focusing on the Miles
and Snow (1978) framework, and the strategic stances of prospecting,
defending and reacting is burgeoning, though we note that the major-
ity of this evidence has been collected on private organizations and that
the contribution to this knowledge base is somewhat limited. While
Miles and Snow’s original conception was that prospectors and defend-
ers achieve equal levels of performance, and both outperform reactors,
we move on to the hypotheses that there is a hierarchy of strategic
stances which descend from prospectors to defenders and finally to
reactors. The former two have positive associations with performance;
however, a reactor stance is likely to damage the performance of a public
agency. In Chapter 3, we also introduce our approach to the measure-
ment of strategy. We build upon Boyne and Walker’s (2004) argument
and operationalize strategy as a continuous rather than categorical vari-
able, thereby allowing organizations to display a mix of strategic stances.
We then move on to present statistical evidence on the validity of our
hypotheses on strategy content and performance.

Chapter 4 examines the effects of strategy formulation processes
on performance. It also probes questions about the combined effects
of content and formulation processes on performance, and examines
their joint and interactive effects. To this end, we further elaborate
on the relationships between strategy, process and performance out-
lined by Miles and Snow. The chapter commences with a review of
the existing literature on formulation and performance. We examine
the dominant approaches to formulation – rational planning and logi-
cal incrementalism together with strategy process absence. The review
leads us to hypothesize that there will be positive effects arising from
strategy-making processes associated with rational planning but that
logical incrementalism and strategy absence will be harmful to public
service performance. These independent effects are empirically exam-
ined prior to moving on to joint and interactive effects. In this part
of the chapter, we draw explicitly on the contingency theory out-
lined by Miles and Snow over three decades ago. This leads us to
propose that incrementalism is likely to have a positive relationship
with performance when combined with prospecting and that ratio-
nal planning is positively related to performance in an organization
with a defender stance. We address these issues with statistical evidence
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and qualitative interview material from our sample of Welsh local
governments.

In Chapter 5, the focus is upon strategy implementation and its rela-
tionship with strategy content and public service performance. Ques-
tions central to this book are again present here when we ask: How does
implementation style affect performance? Is the impact of implemen-
tation style contingent on strategy content? Whereas in other chapters
we were able to draw upon the burgeoning private sector literature, our
starting point in this chapter is to note the lack of existing evidence on
implementation styles, strategy content and performance. Given this,
we identify implementation approaches associated with the rational
and incremental processes discussed in Chapter 4, and examine inde-
pendent and joint effects parallel to the hypotheses developed there –
for example, that incremental implementation processes are likely to
be associated with successful performance in prospectors. We empiri-
cally model these and discuss the statistical results and our qualitative
interview findings.

Chapter 6 evaluates the relationship between organizational structure,
strategy and performance. Contingency theories have long devoted con-
siderable attention to structural fit within organizations, especially in
relation to the relative degree of centralization. We focus on the inde-
pendent and combined effects of two key aspects of centralization on
performance: (1) participation in decision-making and (2) hierarchy of
authority. Existing evidence on the relationship between centralization
and performance is inconclusive: neither centralized nor decentralized
decision-making is consistently associated with service improvement.
We argue that the relationship between structure and performance
is likely to be contingent on other salient organizational characteris-
tics, especially strategy content and process. In particular, Miles and
Snow (1978) claim that prospecting organizations will perform better
if decision-making is decentralized and if processes are fluid and infor-
mal, as this will permit middle managers the leeway required to identify
and adopt innovative service delivery solutions. By contrast, defending
organizations thrive when decisions are centralized and processes formal
and planned, as this will enable senior managers to exert greater control
over service delivery decisions and their costs. We explore these argu-
ments using multivariate statistical techniques and qualitative interview
material.

In Chapter 7, we delve more deeply into understanding organi-
zational environments and examine their relationship with strategy
and performance. We do this in two parts. Initially, we examine the
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technical environment focusing in particular on munificence, com-
plexity and dynamism as well as the ways in which strategy content,
strategy formulation and strategy implementation moderate the bene-
ficial or detrimental effects of the organizational context. Hypotheses
are developed for these various interactions thus: munificence is argued
to strengthen all the positive relationships between content, formula-
tion and implementation developed thus far in the book. Complexity
and dynamism are argued to strengthen positive relationships between
prospecting and performance, weaken the relationship for defending
and have no impact for organizations with a reactor stance. Similar
hypotheses are developed for incremental, rational and strategy absence
processes and implementation approaches.

The second part of Chapter 7 examines the institutional environment,
with a focus upon processes of regulation and inspection. Regulation
has grown apace in the delivery of public services in the UK over recent
decades (Hood et al., 2000; Power, 1997), and is a standard feature in
the operating environment of all public agencies. While regulation is
developed to ensure that there are checks and balances in the system, it
represents an additional cost and burden to all public agencies as they
deliver services. Regulation is a broad area of activity that includes audit,
plans, budgetary controls and performance indicators. One of the more
prevalent practices has been the use of inspection to regulate services,
and we focus upon this regulatory mechanism. We argue that an inspec-
tion event will be disruptive for an organization on two counts: (1) the
visit has to be prepared for within existing resources and (2) the recom-
mendations of inspectors have to be followed up to comply with their
requirements. Hypotheses are developed which suggest that inspection
weakens the relationship between strategy content, processes and per-
formance. If regulation is seen to be supportive, these effects will not be
seen; rather, the relationship will be shifted in a positive direction.

The Appendices deal with the research context and methods.
Appendix 1 provides more details for readers who are unfamiliar with
Welsh local government. Appendix 2 provides details on our data and
more technical aspects of our methods for researching strategy and
performance, which draw upon quantitative and qualitative methodolo-
gies. Our approach to researching this topic takes a departure from much
of the strategy and public management literature. We adopt a multiple
informant survey approach to collect data on strategy and other aspects
of management. This deviates from the typical approach in that much
of the literature relies upon single informants; often elites who may be
somewhat removed from many of the questions we examine.
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In Chapter 8, we return to questions central to the book: Does strate-
gic management matter? Does strategy content make a difference to
organizational achievements? Do processes of formulation and imple-
mentation affect performance? Do content and processes interact to
affect performance? Is the impact of strategic management contingent
on the external environment and internal organizational structure?
We offer answers to these questions by summarizing our empirical find-
ings. Conclusions are drawn for theories of the relationship between
strategy processes, strategy content and public service performance.
We identify research questions for further work on strategy and organi-
zational performance in the public sector, and the practical implications
of our study are summarized.



2
Organizational Environments
and Performance

The organizational environment is a key issue in management and
organization studies (Boyd and Gove, 2006). Contingency theorists, in
particular, posit a direct link between the relative ‘task difficulty’ that
the environment poses and organizational outcomes (see Donaldson,
2001). In this chapter, we theorize the nature of the organizational
environment in the public sector, distinguishing between its technical
and institutional aspects; survey the existing quantitative evidence on
the environment–performance relationship in public organizations; and
empirically assess the effects of the technical and institutional environ-
ment on the achievements of local government service departments in
Wales. Drawing on the Miles and Snow model, we then go on to exam-
ine the combined effects of the environment and strategic management
on public service performance in subsequent chapters.

Miles and Snow emphasize that managers make strategic choices
about their organization’s relationship with the environment. Actively
shaping the organization and its structures and processes to meet con-
textual challenges is therefore a key goal of strategic management –
and one with serious implications for organizational outcomes. Indeed,
Miles and Snow (1978) suggest that performance is ultimately depen-
dent on the adoption of strategies, structures and processes that are
aligned with an organization’s environment. To explore the impact of
the organizational environment on performance, this chapter draws on
the model of the task environment developed by Dess and Beard (1984)
to conceptualize the technical operating circumstances faced by pub-
lic organizations. It then examines recent theories of the institutional
environment in the public sector. Existing evidence on the impact of
the technical and institutional environment on public service perfor-
mance is reviewed, and hypotheses on the environment–performance
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relationship are developed. The measures of performance that we use
for our empirical analyses are also described, along with measures of
the technical and institutional environment. Finally, the results of our
empirical analysis are presented and discussed.

Organizational environments

The conceptualization and measurement of organizational environ-
ments is a key theme within organization theory. Boulding (1978)
reminds us that, broadly speaking, environments are ‘everything else’
beyond the immediate boundary of the organization. First and fore-
most, this comprises the technical constraints that are placed on how
an organization delivers goods and services, such as the sheer quantity
and diversity of clients’ needs and demands. But it also encompasses
the institutional constraints that legitimize certain forms of organiza-
tional activity and proscribe others, such as the formal and informal
regulations through which powerful external stakeholders restrict an
organization’s behaviour.

Organizational theorists have developed a variety of methods for con-
ceptualizing an organization’s environment. Some of these, such as
Michael Porter’s (1980) well-known ‘Five Forces’ model focus on features
of the environment faced by private firms, such as market structure and
competition. Others, such as the popular Political, Economic, Social,
Technological, Environmental and Legal (PESTEL) analysis (Johnson
and Scholes, 2002), are basic classification schema rather than theoreti-
cally coherent accounts of the antecedents and effects of organizational
environments. In this chapter, two key theoretical perspectives on the
environment shape the empirical analysis that follows: Dess and Beard’s
(1984) model of organizational task environments, and the insights of
institutional theory (Scott, 2001).

Drawing on contingency theories, Dess and Beard (1984) identify
three dimensions of the organizational environment that influence the
behaviour of organizations: (1) munificence (resource capacity), (2) com-
plexity (client homogeneity–heterogeneity, concentration–dispersion)
and (3) dynamism (environmental stability–instability, turbulence).
These analytical categories are arguably as applicable in the public as
they are in the private sector, since issues of capacity, client character-
istics and environmental change are all key to strategic management in
public and private organizations. Moreover, the openness of these cat-
egories means that they are able to incorporate the insights of other
theoretical perspectives on the organizational environment, such as
those found in institutional theory.
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In this chapter, we do not seek to examine in full the many varieties of
institutional theory. Rather, for the sake of clarity and brevity, we focus
on one key aspect of institutional theory: the regulative aspect of the
institutional environment. By this we mean those ‘explicit regulatory
processes’ within an organizational field that encompass ‘rule-setting,
monitoring, and sanctioning activities’ (Scott, 2001, 52). These processes
often operate through more or less formal social and political structures
which exert isomorphic pressures towards legitimacy on organizations
(DiMaggio and Powell, 1983). Such pressures are sometimes regarded
as a defining characteristic of the ‘publicness’ of public organizations
(Boyne, 2002). Beyond the legal constraints placed upon public orga-
nizations, perhaps the most pervasive regulatory process that they now
experience is the audit and inspection of their service provision (Martin,
2010). In fact, some commentators have argued that the public sec-
tor has experienced an ‘audit explosion’ in recent times (Power, 1997).
The three dimensions of the environment identified by Dess and Beard
(1984) are now described in more detail, and adapted to a public sector
context, before the place of audit and inspection within the institutional
environment is examined.

The technical environment: The Dess and Beard (1984)
model

Munificence within the technical environment is constituted by ‘the
scarcity or abundance of critical resources’ for operational activities
(Castrogiovanni, 1991, 452). A high level of resource munificence
can facilitate ‘organizational growth and stability’ (Dess and Beard,
1984, 55). It can also buffer organizations from environmental pres-
sures by generating financial slack (Cyert and March, 1963). Although
budgetary processes in the public sector work against the accrual of
slack, there are several ways in which public organizations might expe-
rience a munificent environment. For instance, where there are more
community-based organizations present within an area, public orga-
nizations can generate increased capacity for the delivery of services.
A further important aspect of munificence is the political support orga-
nizations are able to mobilize, especially in times of crisis (Hirschman,
1970). Critically, the ‘resource publicness’ of public organizations makes
them especially sensitive to changes in such levels of munificence, as
their finances and institutional legitimacy are largely dependent on
non-market sources (Bozeman, 1987).

Environmental complexity reflects the heterogeneity and the dis-
persion of an organization’s clients. In a heterogeneous environment,
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organizations grapple with a wide range of markets, services and stake-
holders (Dess and Beard, 1984), leading to greater strain on the existing
resources of an organization (Dutton et al., 1983). Environmental disper-
sion is present where organizations provide services to widely dispersed
clients (Dess and Beard, 1984). This generates additional costs because
it increases the need for regional and local service production and sup-
ply arrangements. By contrast, where clients are narrowly concentrated,
scope economies are likely to accrue (Starbuck, 1976). The environment
faced by public organizations is usually a complex one because they
often serve a heterogeneous and widely dispersed population.

Environmental dynamism comprises the rate of change in external
circumstances (instability), and the unpredictability (or turbulence) of
that change (Emery and Trist, 1965). Like environmental complex-
ity, dynamism adds costs to service delivery because it increases the
resources burden required to plan service production effectively (Dess
and Beard, 1984). Unlike private firms operating in a competitive eco-
nomic market, major shifts in the technical environment of public
organizations are often known in advance (e.g. demographic change)
and play a central role in central and local government planning
and decision-making (Nutt and Backoff, 1993). Nevertheless, deviations
from expected environmental changes may be especially likely to affect
public service providers because they have less scope for entering new
markets or changing service provision (Ginter et al., 2002). We turn now
to the institutional environment in the public sector.

The institutional environment: Public services audit
and inspection

The institutional environment comprises those constraints imposed on
organizations by key external stakeholders. Rather than reflecting the
needs of service users that compose the technical environment, the
institutional environment is a product of the demands made by suppli-
ers of organizational funding and legitimacy. A defining characteristic
of the institutional environment of the public sector is the scale, scope
and extent of the regulatory constraints imposed by government upon
service delivery organizations (Bozeman, 1987). Unlike their private sec-
tor counterparts, public organizations are largely subject to political
principals who seek to circumscribe their activities in line with some
predefined set of goals (James, 2000). Such constraints have conven-
tionally been associated with accountability requirements in the public
sector, especially the need to ensure probity and equity. In the UK in
recent years, however, regulation not only expanded significantly (Hood
et al., 1999, 2000) but also shifted in a new direction. In particular, the
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audit and inspection of public bodies became an instrument for promot-
ing service improvement. The main novelty here was the growth in the
number of agencies and instruments for enhancing service performance,
especially in health care and local government.

Traditionally, inspection was seen as solely an accountability mech-
anism, focused on providing assurance to central government that
minimum service standards were being met (Rhodes, 1981). It was
restricted to a small number of local services, including policing, fire
and schools. During the past decade, all local services, councils, pris-
ons and National Health Service (NHS) trusts became subject to formal
inspection procedures that assessed and classified their performance.
This expansion of regulatory pressure emerged in response to high-
profile failures, especially in the NHS, and mirrored the wider growth of
an ‘audit society’ (Power, 1997). At the heart of these developments was
the notion that the performance of public organizations should be mea-
sured, monitored and made public. Thus, the exertion of ever-greater
regulatory pressure was anticipated to drive service standards upwards
through a variety of more or less overt coercive processes, including the
use of naming and shaming or sanction threats.

Beyond providing public assurance that minimum quality thresholds
are being met, audit and inspection are also regarded as compensating
for the absence of competitive pressures in the public sector. The intro-
duction of public processes of benchmark or yardstick competition, in
the shape of performance classification, encourages organizations to do
better in the contest for residentially mobile clients. Clear and compa-
rable performance information is hypothesized to lead to better services
by enhancing the ‘voice’ of service users and their awareness of ‘exit’
options (Hirschman, 1970). If service users are unhappy with the quality
of service that they receive from a particular organization, then they can
simply ‘vote with their feet’ in search of a better deal (Tiebout, 1956).
This, in turn, is hypothesized to generate efficiencies as competition for
clients becomes more intense (Salmon, 1987).

In addition to being a quasi-market mechanism, the actual process of
audit and inspection itself is hypothesized to lead to better service pro-
vision. By working with and helping public services to understand their
own achievements more clearly, auditors and inspectors can play a vital
role in stimulating improvement. This is largely thought to be accom-
plished through the promotion of ‘best practice’ models of management
and service delivery (see Office for Public Service Reform, 2003). While
such isomorphic pressure may have dysfunctional consequences on
organizational behaviour in the public sector (Hargreaves, 1995), it is
claimed by the supporters of public service audit and inspection that



22 Strategic Management and Public Service Performance

local flexibility and knowledge creation can be incorporated within
the inspector–inspectee relationship (Grace, 2005; Office for Public
Service Reform, 2003). Indeed, inspectorates may come to regard them-
selves ‘primarily as an improvement agency . . . [that] aspires to work
hand-in-hand with senior managers to the benefit of all stakeholders’
(Humphrey, 2002, 470). This indicates that there are two key dimen-
sions of the regulatory environment confronted by public services: the
first is the pressure exerted by the sheer quantity and intensity of audit
and inspection events; while the second is the degree to which oversight
is perceived to be supportive of the efforts of organizations to improve
services.

Prior evidence on organizational environments and public
service performance

This section reviews empirical evidence from research which has focused
explicitly on isolating the independent impact of the technical and
institutional environment on public service performance. The objective
of the review is to furnish a preliminary assessment of the likely nature
of the environment–performance relationship, which can guide the for-
mulation of testable hypotheses. The review begins with an assessment
of the quantitative research examining the effects of each dimension of
the technical environment identified by Dess and Beard, before consid-
ering the available evidence on the relationship between regulation and
performance.

Studies of the technical environment and performance

A wide range of studies assess the effects of the technical environ-
ment in the public sector at the individual level, especially for health
(e.g. Shah and Cook, 2008; Wilkinson, 1997), and educational out-
comes (e.g. Jasinski, 2000; Tam and Bassett, 2004). However, to date,
far less research has examined the relationship between the techni-
cal environment and organizational performance in the public sector.
To identify published studies which analyse the impact of the tech-
nical environment on public service performance, a thorough review
of the available evidence requires the adaptation of search terms for
each of the environmental dimensions identified by Dess and Beard.
For environmental munificence, terms such as ‘deprivation’, ‘poverty’
and ‘resources’ were used; for complexity, ‘diversity’, ‘heterogeneity’
and ‘sparsity’; and, for dynamism, ‘change’, ‘growth’ and ‘instability’.
At the same time, it was necessary to supplement searches using the term
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‘performance’, with other relevant terms (e.g. achievement, effectiveness).
This extensive search revealed only 12 studies that quantitatively anal-
yse the relationship between some feature of the technical environment
and organizational performance in the public sector. The selected stud-
ies were all undertaken in single countries, with most being conducted
in England (7), with the US represented on three occasions, and Norway
and Scotland once each. The content of the relevant studies examining
the technical environment is summarized in Table 2.1.

Table 2.1 Impact of technical environment on public service performance

Study Organizations
and sample
size

Dimension of
technical
environment

Measure of
performance

Net effect on
performance

Andrews
(2004)

144 English
local
governments,
2000–01

Munificence Best Value
performance
indicators

Low
munificence
associated
with worse
performance

Andrews and
Boyne
(2008)

148 English
local
government
areas, 2002–04

Munificence
Complexity
Dynamism

Failure
judgements
made by
regulatory
agencies

High
munificence
associated
with less
failure, high
complexity
and
dynamism
with more
failure

Andrews
et al. (2005a)

147 English
local
governments,
2002

Munificence
Complexity

Comprehensive
performance
assessments

High
munificence
associated
with better
performance,
high
complexity
with worse

Croll (2002) 40 English
primary
schools, 1997

Munificence Standard
assessment tests

Low
munificence
associated
with worse
performance

Gordon and
Monastiriotis
(2006)

779 English
secondary
schools, 1999

Munificence 5 GCSEs A∗−C Low
munificence
associated
with worse
performance
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Table 2.1 (Continued)

Study Organizations
and sample
size

Dimension of
technical
environment

Measure of
performance

Net effect on
performance

Hall and
Leeson
(2010)

607 Ohio
school
districts, 1999

Complexity Maths test
scores

High
munificence
associated
with better
performance,
high
complexity
with worse

Gutiérrez-
Romero
et al. (2008)

148 English
local
governments,
2002–04

Munificence
Complexity

Comprehensive
performance
assessments

High
munificence
associated
with better
performance,
high
complexity
with worse

Lynch
(1995)

208 Scottish
general
practices,
1991–92

Munificence Child
immunizations

Low
munificence
associated
with worse
performance

Meier and
Bohte (2003)

1043 Texas
School
districts,
1995–98

Complexity Absenteeism,
student
retention, class
dropout

High
complexity
associated
with more
failure

Odeck and
Alkadi
(2004)

47 Norwegian
bus operators,
1994

Complexity Efficiency Low
dispersion
associated
with scale
efficiency

West et al.
(2001)

96 English
local service
departments,
1996

Munificence KS1 target met
5 GCSEs A∗−G
5 GCSEs A∗−C

Low
munificence
associated
with poor
performance

Xu (2006) 50 US state
governments,
2001

Munificence
Complexity

Health
achievement
index

High
munificence
associated
with better
performance,
high
complexity
with worse
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The studies exploring organizational environments and public ser-
vice performance rarely draw upon a comprehensive theoretical model
of the environment. Rather, they tend to focus on the relationship
between one or more specific features of the technical environment in
the public sector, such as deprivation (e.g. Croll, 2002) or neighbour-
hood segregation (e.g. Gordon and Monastiriotis, 2006), and investigate
the links between these features and public service outcomes. Never-
theless, the studies do provide an initial platform for developing an
understanding of the relationship between the technical environment
and performance. The evidence covers a wide range of public services
ranging from single-purpose organizations, such as schools, to multi-
purpose organizations, such as local governments. Each of the studies
typically draws on a large sample of organizations and utilizes differ-
ent dependent variables, including measures of organizational failure.
They all use formal tests of statistical significance, and most imple-
ment multivariate techniques to control for the potential effects of other
relevant contextual variables.

Four studies examine the effects of technical munificence alone on per-
formance. West et al. (2001) focus on levels of poverty and educational
attainment in 96 English local government education departments.
In this study, indicators gauging the proportion of children experienc-
ing socio-economic disadvantage are used to measure munificence, and
three measures of education performance in 1996 are adopted: (1) the
proportion of six-year-olds attaining the expected level of achievement;
(2) the percentage of pupils of school-leaving age attaining one or more
General Certificates in Secondary Education (GCSE) grades A–G; and
(3) the percentage attaining five or more GCSE grades A–C. All of the
measures of poverty were found to have separate and combined negative
effects on each measure of performance.

Croll (2002) considers the extent to which the academic achievement
of pupils in 40 English primary schools is influenced by levels of socio-
economic munificence. The percentage of pupils eligible for free school
meals is used as a measure of the relative level of poverty within each
school. The proportion of key stage 2 pupils (11-year-olds) attaining
level 4 or above in the 1997 Standard Assessment Tests (SATs) served as a
measure of academic performance. Croll finds a very strong negative cor-
relation (−0.70) between free school meal eligibility and achievement in
the SATs.

Andrews (2004) examines the impact of socio-economic munificence
on 144 English local governments. The Average Ward Score on the
Index of Multiple Deprivation (Department of Environment, Transport
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and Regions, 2000) serves as a measure of low munificence. This is
the standard population-weighted measure of deprivation used by UK
central government, which gauges the extent of disadvantage in differ-
ent domains (e.g. income, employment and health). Measures of local
government performance are drawn from the statutory Best Value Per-
formance Indicators (BVPIs) for 2000. Bivariate correlations reveal that
three-quarters of the education indicators, half of the housing and waste
management indicators and a third of those for benefits administration
were negatively correlated with deprivation.

Lynch (1995) assesses differences between child immunization rates
in 208 general practices in deprived and prosperous areas in Greater
Glasgow. Deprivation was measured using the Jarman index, which
comprises items of particular relevance for health-care provision: elderly
living alone; single-parent households; under-fives; overcrowded house-
holds; unskilled workers; house-movers; unemployed; and residents
in ethnic minorities. Performance was measured as the achievement
of high-target payments for childhood immunization uptake rates
of 90 per cent or more during the four-quarters of 1991–92. Lynch
finds a statistically significant relationship between deprivation and
non-achievement of the performance target.

Public organizations arguably face a more complex technical environ-
ment than their private sector counterparts, due to the contested nature
of the public sphere and the mandated role of public service providers
in responding to multiple dimensions of market failure (Hoggett, 2006).
However, only one study focuses exclusively on the effects of hetero-
geneity on public service performance, and only one other on the
impact of dispersion.

Meier and Bohte (2003) examine the impact of various measures of
task heterogeneity on organizational ‘micro-failures’ in over 1000 Texas
school districts during a four-year period (1995–98). Three measures
are used to gauge relative complexity: (1) the percentage of black stu-
dents; (2) the percentage of Latino students; and (3) the percentage
of low-income students. Failure within school districts is measured in
terms of absenteeism rates, class retentions and student dropouts. Meier
and Bohte find that school districts in Texas are more likely to have
high absenteeism if they have a higher percentage of black and Latino
students. The class dropout rate is also influenced by numbers of low-
income students, with retention better in districts with a low percentage
of such students, as well as a lower percentage of black students.

Odeck and Alkadi (2004) assess whether the performance of
47 Norwegian public transport services is harmed by the presence of
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scale and scope diseconomies in rural areas. The effects of dispersion
are gauged by using urban/regional dummies. Transport performance
is evaluated by deriving efficiency scores, measured as outputs (seat and
passenger kilometres) divided by inputs (number of seats, driving hours,
staff, fuel consumption and equipment) for 1994. Odeck and Alkadi
show that the provision of services in rural areas is significantly asso-
ciated with scale diseconomies, but not scope diseconomies. They go on
to speculate that geographical aspects of rural areas, such as the terrain,
may be responsible for their findings, but do not test for this.

Five studies have explored the impact of both environmental
munificence and complexity taken together. Andrews et al. (2005a) assess
the performance of 147 English local governments. Four measures of
munificence are used. First, the needs-based grant distributed by cen-
tral government to local governments in 2001. Second, the proportion
of lone-parent households. Third, population growth in each area in
2001, and finally, population size in the same year. Environmental het-
erogeneity was measured as age diversity, ethnic diversity and social
class diversity, while population density served as a proxy for the rela-
tive ‘concentration–dispersion’ of clients. Comprehensive Performance
Assessments (CPAs) undertaken by the Audit Commission in 2002,
which categorize local governments on the basis of performance indi-
cators and inspection results (Audit Commission, 2002), were used to
gauge performance. The authors find that socio-economic munificence
is conducive to better service performance, but that socio-economic
heterogeneity makes high standards more difficult to achieve.

The findings of Andrews et al. (2005a) are corroborated and
extended in a subsequent analysis of the performance of English local
governments carried out by Gutiérrez-Romero et al. (2008). Based on
panel data analysis, they find that different dimensions of multiple
deprivation have varying effects on CPAs, with poor skills, high crime
and poor living environment having a statistically significant negative
effect, but poor housing and low income no significant effect.

The impact of socio-economic munificence and complexity on edu-
cational outcomes is considered in Gordon and Monastiriotis’ (2006)
study of 779 secondary schools in Greater London. Munificence is mea-
sured as the proportion of lone-parent families and unemployed adults
within the school catchment area. Complexity is gauged as the per-
centage of population that is Asian, black, other non-white, and the
percentage of the population that is professional social class and man-
ual social class. School performance is measured as the percentage of
pupils attaining 5 or more GCSE grades A–C in 1999. The statistical
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results suggest that low munificence is associated with worse school
examination performance. Schools serving larger middle class and Asian
feeder populations performed better, indicating that some dimensions
of heterogeneity may have a positive relationship with public service
performance.

Hall and Leeson (2010) examine the impact of poverty and racial
fractionalization on the performance of 607 Ohio school districts,
when controlling for other relevant contextual features. Munificence
is measured as the rate of free school lunches within a district, while
complexity is gauged as the relative ethnic diversity of school district’s
population. The percentage of students passing their 9th Grade maths
tests serves as a measure of performance. Hall and Leeson find that
both poverty and ethnic diversity have a statistically significant negative
effect on performance.

Xu (2006) assesses the impact of demographic and economic charac-
teristics on health achievement across the 50 US states. Munificence is
gauged as the percentage of individuals below the poverty line and the
unemployment rate. Environmental heterogeneity is measured using
indicators of percentage of females; percentage of population aged 65 or
over; and the percentage of minorities. Percentage urban population rep-
resents a proxy for dispersion. The Health Achievement Index (HAI) for
2001 is used as a measure of state health performance. The HAI gauges
the level and distribution of self-rated health. High levels of poverty and
unemployment were associated with poorer health achievement. Higher
proportions of females, older individuals and minorities in the popula-
tion were also associated with lower health achievement, while a large
urban population was associated with better achievement.

Although dynamism is arguably characteristic of technical environ-
ments in the public sector (Boyne, 2002; Ginter et al., 2002), there
is currently little research investigating its independent influence on
public service performance. Nevertheless, Andrews and Boyne (2008)
furnish evidence on its impact when controlling for munificence and
complexity. Indeed, their study provides a comprehensive analysis of
the Dess and Beard model of the organizational task environment.

Andrews and Boyne (2008) examine the effects of technical
munificence, complexity and dynamism on the likelihood of public orga-
nizations operating within 148 English local government administrative
areas being classified as failing by regulatory agencies. Socio-economic
munificence is measured as the average ward score on the index of mul-
tiple deprivation in each local area and the population size and growth
in each area. Environmental heterogeneity is measured as ethnic and
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social class diversity, and diversity in the proportions of the popula-
tion that are young and elderly. Population density is used to gauge
‘concentration–dispersion’. Dynamism measures were created by mul-
tiplying the extent and the unpredictability of change between 1991
and 2001 for each of the munificence and complexity measures. Public
service failure between 2002 and 2004 was measured as the number of
health trusts scoring 0 stars; councils attaining ‘poor’ CPA scores; ‘poor’
local education authorities; ‘poor’ social services departments; schools
‘subject to special measures’; other local authority services classified
as ‘poor’; ‘poor’ police authority services; fire authorities ‘making no
progress on the modernisation agenda’; and ‘poor’ performing prisons.
The statistical results suggest that organizations are more likely to fail
if they confront an environment low in munificence, complex (in both
the diversity and distribution of client groups) and dynamic (especially
if changes in munificence are unpredictable).

The evidence reviewed above illustrates that variations in public
service performance are, as expected, influenced by measures of the
environmental munificence, complexity and dynamism confronted by
organizations. This highlights that it is important to take the poten-
tial impact of the technical environment into account when studying
strategic management and performance.

Studies of the institutional environment and performance

To date, little research has systematically investigated the effects of the
institutional environment faced by public service providers at either
the organizational or individual level. There is a fast-growing literature
on the impact of self-regulation programmes on the environmental
performance of industrial firms (e.g. Darnell and Sides, 2008; Enander
et al., 2007; Potoski and Prakash, 2005), and on regional variations in
public service outcomes that may be attributable to alternative regula-
tory regimes (e.g. Andrews and Martin, 2007, 2010). In addition, several
studies examine the perceptions of inspection amongst public servants
(e.g. Chapman, 2001) and its effects on their practice (e.g. Case et al.,
2000; Kelley et al., 2003). However, far less attention has been paid to
modelling the direct effects of the quantity and quality of inspection
on organizational performance in the public sector. Of those studies
that have explored inspection and public service performance, none
draw upon a comprehensive theoretical model of inspection. Typically,
they focus on the effects of a single intervention on achievements
in the subsequent period (e.g. Cullingford and Daniels, 1999; Shaw
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et al., 2003) – though one study assesses the link between inspection
recommendations and performance (McCrone et al., 2007).

To identify published studies which analyse the impact of the insti-
tutional environment on public service performance, several addi-
tional search terms were adapted for audit, inspection and regulation
(e.g. accountability, intervention and oversight). This extensive search
revealed a mere five studies that sought to quantitatively analyse the
relationship between the institutional environment and organizational
performance in the public sector. The selected empirical studies were
nearly all undertaken in England (4), with one being conducted in
the Netherlands. The content of the studies examining the institu-
tional environment and public service performance is presented in
Table 2.2.

Evidence on the impact of inspection on public service performance
is exclusively from the education sector, especially on the relationship
between the incidence of inspection and pupils’ examination results on
graduating from secondary schools. The narrowness of this evidence
base may in part be due to the long history of formal inspection in

Table 2.2 Impact of institutional environment on public service performance

Study Organizations
and sample
size

Dimension of
institutional
environment

Measure of
performance

Net effect on
performance

Cullingford
and
Daniels
(1999)

426 English
secondary
schools
1994–97

Inspection
event

% pupils
attaining 5
A∗−C grades
in GCSE
exams

Worse
performance in
year of
inspection

Luginbuhl
et al.
(2009)

6,164 Dutch
primary
schools
1999–2003

Inspection
event

Test scores for
reading,
maths,
language and
information

Improvements,
especially for
more intensive
inspections and
in schools
with more
disadvantaged
pupils

McCrone
et al.
(2007)

1,597 English
primary and
secondary
schools
2005–06

Inspection
quality
Inspection
event

Exam results
for 11- and
16-year-olds
Perceptions of
teaching
effectiveness

Recommenda-
tions lead to
improvement
Improvement
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Rosenthal
(2004)

2,362 English
secondary
schools
1992–97

Inspection
event

% pupils
attaining 5
A∗−C grades
in GCSE
exams

Worse
performance in
year of
inspection

Shaw et al.
(2003)

3,000 English
secondary
schools
1992–97

Inspection
event

% pupils
attaining 5
A∗−C grades
in GCSE
exams

Improvements
in high and
low performers,
no changes in
average
performers

schools, the availability of suitable data for statistical modelling or to
scholars’ greater interest in studying these issues than regulation in
social care or other public services. Each of the studies identified utilizes
a large sample of organizations and includes formal tests of statistical
significance, with most seeking to control for other relevant contextual
variables using multivariate techniques.

All of the studies seek to explore the impact of an inspection event on
performance. Cullingford and Daniels (1999) analyse GCSE results in a
sample of English secondary schools in the wake of inspections over a
four-year period, finding that the rate of improvement in pupil achieve-
ment is significantly lower in inspected schools than those that were
not inspected. Rosenthal (2004) too uncovers a negative relationship
between inspection and performance. He models the effects of inspec-
tion on GCSE results in the population of English secondary schools
over a six-year period, revealing a small but strong statistically signif-
icant negative effect of inspection during the year of the inspection.
However, this negative relationship is not borne out in other studies.

Luginbuhl et al. (2009) explore the impact of inspections on the aver-
age test scores achieved in the population of Dutch primary schools and
a randomly selected sample of those schools. They discover that more
intensive inspections result in better performance in the organizational
population, and that this effect was also observed for schools in the
randomly selected sample with more disadvantaged pupils. Shaw et al.
(2003) furnish evidence of a statistically significant positive connection
between inspection and subsequent GCSE examination results in selec-
tive English secondary schools (about 5 per cent of the population).
Mixed comprehensive schools, though, experienced neither improve-
ment nor decline in their standards during the six-year study period.
In McCrone et al.’s (2007) study of over 1000 primary and secondary
schools in England, they present evidence suggesting that on average
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headteachers perceived the quality of teaching within their schools to
have improved following inspection. They also uncover a link between
specific recommendations for subject development and improved exam-
ination results in primary schools and in high-performing secondary
schools. This indicates that the quality of the inspection and how it is
perceived by regulatees may have an especially important part to play
in determining its overall effects.

The, albeit limited, evidence on the relationship between the institu-
tional environment and public service performance suggests that inspec-
tion may have divergent effects on organizational outcomes depending
on the timing of the inspection event and the prior achievements of
the inspectee. This highlights that it is important to take these poten-
tially divergent institutional influences on organizational outcomes into
account when studying strategic management and performance.

Limitations of the existing evidence on organizational
environments and public service performance

Prior research suggests that organizational environments influence
public service performance. Nevertheless, the existing evidence is
problematic in at least three ways. First, existing studies rarely adopt
a comprehensive model of the environment. The available evidence
on technical environments invariably focuses on only one (e.g.
munificence in Croll, 2002) or two (e.g. munificence and complexity
in Hall and Leeson, 2010) dimensions, with only one study provid-
ing evidence on the impact of dynamism (Andrews and Boyne, 2008).
To develop and fully test theoretical models of organizational environ-
ments, it is important to investigate the effects of all three dimensions
of the technical environment.

Second, the meagre evidence on the institutional environment is
almost exclusively focused on the impact of inspection events, rather
than the quality of those interventions and the accompanying support
that is provided by inspectors and inspectorates (e.g. Shaw et al., 2003).
Although McCrone et al. (2007) offer a deeper analysis of the inspection
process, to date there has been no consideration of how the extent of
regulatory support may influence performance. At the same time, the
existing evidence is entirely restricted to the performance of schools.

Third, there has been little consideration of the impact of techni-
cal and institutional environments on performance within the same
study. Research tends to focus on either the technical environment (e.g.
Andrews et al., 2005a) or the institutional environment (e.g. Rosenthal,
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2004). To get a complete picture of the environment–performance link,
it is necessary to include measures of the technical and institutional
environment within the same model. We now develop hypotheses on
the likely effects of the organizational environment on public service
performance.

Hypotheses on the impact of organizational environments

Variations in performance are likely where some public organizations
have more economic resources than others. Prosperous organizations
can afford to provide more and better services. Beyond central govern-
ment compensation to equalize levels of funding (Bennett, 1982), the
economic resources available to public organizations is likely to be influ-
enced by the relative prosperity of local inhabitants. Prosperous indi-
viduals and families are better able to ‘co-produce’ services (Williams,
2003). For example, wealthier families can subsidize state schools (e.g.
through donations or unpaid help) or pay for home tuition to raise the
level of their children’s school exam performance. They may also reduce
resource pressures by substituting public with private services. The first
hypothesis on the impact of the technical environment is then:

H2.1 Environmental munificence is positively related to
organizational performance.

The environmental complexity faced by public organizations is likely to
reflect the demographic characteristics of their clients. In particular, if
the public is relatively homogeneous (e.g. mostly white middle class), it
may be much easier to provide a ‘standardized’ service that meets their
needs. By contrast, for a heterogeneous population (e.g. many different
ethnic and economic groups), it may be necessary to provide a wider
range of services to meet their requirements (Boaden and Alford, 1969).
At any given population level, complexity will also increase when inhab-
itants are dispersed across a wide geographical area. For example, it may
be necessary to provide additional schools, day-care centres and supple-
mentary ‘outreach’ programmes. By contrast, providing services within
a narrow geographical area could generate economies of scope through
multi-output production and shared services (Panzar and Willig, 1977).
All of which suggests:

H2.2 Environmental complexity is negatively related to
organizational performance.
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Organizational decision-makers require a certain degree of environ-
mental stability to plan effectively, which, in turn, necessitates the
accumulation of knowledge in order to respond to environmental
challenges (Dutton et al., 1983). Large or unexpected shifts in the cir-
cumstances that they face may lead public managers to be cautious
about developing new services. As a result, they can become less will-
ing or able to adapt to environmental change, potentially leading to
the problems of ‘threat-rigidity’ (Staw et al., 1981). Instability and
unpredictability are therefore likely to hamper public managers’ efforts
to coordinate effective responses to existing and future service needs.
Thus:

H2.3 Environmental dynamism is negatively related to
organizational performance.

A theoretical model of the efficacy of the regulatory element of the
institutional environment has been developed by Boyne et al. (2002).
They argue that the net effect of inspection events will hinge on the
expertise of the inspectors. More specifically, an inspection event can be
expected to have a positive impact if the expertise of inspectors is greater
than that of local service managers. By contrast, if inspectors have lower
expertise than those whom they are inspecting, then their impact on
services will be negative. In this case, inspectors may be providing ‘bad’
advice that service providers feel constrained to heed, at least in part.
Thus the potential relationship between inspection events and service
improvement is complex. The relative expertise of inspection teams and
service managers is likely to vary across organizations, and the positive
and negative effects may cancel out at the aggregate level. We therefore
state a null hypothesis for the impact of inspection:

H2.4 Inspection has no significant net effect on organizational
performance.

Although the impact of an inspection event in itself is difficult to call,
the effect of the broader characteristics of a regulatory regime may be
more predictable. A large literature suggests that regulation is more likely
to have positive outcomes when it is viewed as supportive by those who
are regulated (Day and Klein, 1987; Hawkins, 1984; Hughes et al., 1997).
In particular, it can increase the probability that the affected parties will
overcome collective action problems associated with enforcement and
compliance (Scholz and Gray, 1997). Regulators who are perceived as
supportive are more likely to engage in a mutualistic and collaborative



Organizational Environments and Performance 35

process with regulatees, and to develop a better understanding of the
local context for service improvement. By contrast, if regulators are not
viewed as supportive, then their relationship with regulatees is likely to
be antagonistic, and may lead to displacement of management effort
towards resistance and game playing (Ashworth et al., 2002). Thus, we
expect that:

H2.5 Supportive regulation has a positive effect on organizational
performance.

Measuring performance and the environment

Public service performance

The performance of public services is complex and multidimensional.
Public organizations are typically required to meet multiple and poten-
tially conflicting organizational goals (Rainey, 2010). Moreover, their
achievements are judged by a diverse array of constituencies, such as
taxpayers, citizens, staff and politicians (Brewer and Selden, 2000). The
different interests of various stakeholder groups therefore influence the
conceptualization and measurement of performance at every point.
Furthermore, evidence of the achievement of public agencies comes
from alternative sources. Government-authenticated performance indi-
cators are important (though contestable benchmarks for assessing
public service performance (Boyne, 2003a)), as are survey data gauging
the perceptions of citizens and users about the nature of the services that
they receive. Below, we outline some of the issues surrounding the use
of differing measures of organizational performance in public agencies
before discussing the way in which performance is operationalized in
this book.

The best measures of public sector performance are often thought
to be drawn directly from government sources. Information from such
sources is often regarded as the ‘gold standard’ because it is believed
to reflect the ‘real’ world more accurately and to ‘minimize discretion’
on the part of those collecting the data (Meier and Brudney, 2002, 19).
In the literature, these data are sometimes referred to as objective,
though in this book we prefer to use the term ‘administrative data’ (see
Andrews et al. (2006b) for a discussion).

Broadly speaking, performance indicators should be impartial, inde-
pendent and detached from the unit of analysis. To reduce discretion
and be as objective as possible, a measure of performance must involve
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the precise assessment of a dimension of performance, and an exter-
nal process to verify its accuracy. Furthermore, this information should
ideally be publicly available and open to scrutiny by citizens. Many mea-
sures meet these criteria. School examination results, in particular, are
a good example of objective measures – they gauge the effectiveness of
schools, and students’ achievements are validated through the marking
of their work by external examiners (see the extensive use of such mea-
sures in studies of management and performance drawn from the Texan
schools’ data set (Meier and O’Toole, 2002; O’Toole and Meier, 2004)).
Other such indicators include crime statistics and mortality rates within
hospitals.

Survey-based performance measures, like objective ones, should also
refer to a dimension of performance that is relevant to the organiza-
tion and be susceptible to verification. Good examples of such data
are the judgements on the various achievements of organizations that
can be obtained from surveys of citizens, service users and managers.
However, survey measures are often criticized because they suffer from
methodological biases, of which common-method bias is believed to be
the most serious (Wall et al., 2004). Common-method bias is caused
by informants’ general predilection towards giving similar responses
to separate survey questions (i.e. using only the higher or all lower
points on a response scale). This is an especially acute problem when
survey respondents’ judgements on both management and performance
are used within the same statistical model. In addition, reliance upon
recall together with uncertainty about informants’ knowledge of actual
performance may problematize the use of survey data (Golden, 1992).

Validity is not, however, a problem only for subjective measures.
Serious questions have also been posed about the accuracy of archival
measures following major accounting scandals in private firms such as
Exxon or WorldCom and evidence of ‘cheating’ on indicators in the
public sector (Bohte and Meier, 2000). Furthermore, the administrative
measures often used in management research are financial, and can be
questioned because organizations may make decisions about capital and
revenue expenditure subject to anticipated profit – in short, financial
measures are also socially constructed. This problem is also witnessed
in relation to external administrative measures of performance in the
public sector because scorecards are collated by officials of regulatory
agencies through field visits: for example, Programme Assessment and
Rating Tool scores in the USA and the Comprehensive Performance
Assessment used in English local government in the first decade of the
twentieth century.
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Although the distinction between administrative and survey measures
is clear in principle, some cross-contamination is bound to occur in prac-
tice. For example, the content of administrative performance indicators
is determined by the views of external stakeholders on what matters
most. At the same time, survey respondents’ perceptions of performance
are likely to be influenced by an organization’s performance indicators.
External stakeholders make the decisions about what gets measured
in the public sector and how. These external stakeholders are usually
politicians or their agents, so what is being measured inevitably reflects
what political principals value most. Thus, government-sponsored per-
formance indicators (though contestable) are often the primary means
for assessing the achievements of public organizations. For public man-
agement researchers and practitioners, it may therefore be best to use
measures of performance which reflect the values of political principals,
and are least likely to be contaminated by methodological limitations
such as common source bias.

In the context of our study, the National Assembly for Wales Perfor-
mance Indicators (NAWPIs) met these criteria. The performance of all
major Welsh local government services was gauged during the period in
which our study was conducted through performance indicators set by
the regional government to whom they are accountable: the National
Assembly for Wales, which provides over 80 per cent of their funding.
The NAWPIs were based on common definitions and data which are
obtained by councils for the same time period with uniform collection
procedures. The figures were then independently verified by the Audit
Commission, a UK central government regulatory agency.

For our study, 29 of the NAWPIs available for the financial year
2002/03 were used. These were those measures that focused most closely
on service effectiveness, including: the average General Certificate
in Secondary Education (GCSE) score achieved in each education
department and the percentage of welfare benefit renewal claims pro-
cessed on time by benefits departments (see Table 2.3). To compare
the NAWPIs across different service areas, they were first divided by
the mean score for all Welsh local governments, inverting some (e.g.
number of car users killed or seriously injured in road accidents per
100,000 population) so scores above the mean always denote high
performance. We then combined different indicators within a service,
weighting each indicator equally by taking z-scores to ensure that our
analysis was not influenced by particular indicators. These procedures
allow the data for all different services in Wales to be pooled, because
the measurement process removes service effects from the scores on the
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Table 2.3 Objective performance measures 2002–03

Service area Effectiveness measure

Education % Unqualified school leavers (inverted)
Average General Certificate in Secondary Education (GCSE)
score
% 5+ GCSEs A∗−C
% 1+ GCSEs A∗−G
% KS2 Maths level 4
% KS2 English level 4
% KS2 Science level 4
% KS3 Maths level 5
% KS3 English level 5
% KS3 Science level 5
% GCSE C+ in English/Welsh, Maths/Science

Social services % Care leavers 1+ GCSE
A∗−G

Housing % Rent collection1

% Rent arrears (inverted)
% Write-offs (inverted)

Highways Pedestrians killed or seriously injured (inverted)
Cyclists killed or seriously injured (inverted)
Motorcyclists killed or seriously injured (inverted)
Car users killed or seriously injured (inverted)
Others killed or seriously injured (inverted)
Pedestrians slight injury (inverted)
Cyclists slight injury (inverted)
Motorcyclists slight injury (inverted)
Car users slight injury (inverted)
Others slight injury (inverted)

Public protection Burglaries (inverted)
Vehicle crimes (inverted)

Benefits and % Renewal claims on time
revenues % Cases processed correctly

1This performance indicator was not collected in 2003. Thus the effectiveness measure for
that year is made up of only two housing PIs.

indicators. Factor analysis was not used because the number of cases
per service area was too small to create reliable factors. Similar statistical
results were obtained when the analysis was repeated using a perfor-
mance measure which gave one ‘key’ indicator for each service area a
weight equal to the total number of indicators in that area.

This combined service score provides a measure of performance across
six service areas (education, social services, housing, highways, public
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Table 2.4 Descriptive statistics for service performance

Mean Minimum Maximum SD

Service performance 2001/02 .07 −1.51 1.92 .72
Service performance 2002/03 .08 −1.56 1.92 .64

protection and benefits). Table 2.4 lists descriptive data for our measures
of organizational performance.

Technical environment

Environmental munificence was measured using a proxy gauging the
relative prosperity of the population served by each local government
department: the average ward score on the index of multiple depri-
vation for 2000. This is the standard population-weighted measure of
deprivation used by UK central government, which captures the level
of deprivation across multiple domains (e.g. income, employment and
health). The presence of scale economies attributable to the size of the
client base was measured using population figures from the UK National
Census in 2001. An overall munificence index was then created by first
reversing the deprivation measure and adding a standardized version of
this variable and a standardized version of the size measure together.

Environmental complexity was measured by capturing three aspects
of client heterogeneity: (1) age diversity, (2) ethnic diversity and
(3) social class diversity. To measure these aspects of heterogeneity the
proportion of each age, ethnic and social group found in the national
census of 2001 within a local government area was squared and the sum
of these squares subtracted from 10,000, with a high score representing
greater heterogeneity. Population density, measured using population
per square kilometre figures for 2001, serves as a proxy for relative
environmental dispersion. An overall objective complexity index was
constructed by creating a mean standardized score for the three het-
erogeneity measures and adding this to a standardized version of the
dispersion measure.

Environmental dynamism is a product of change (or instability) in
munificence and complexity, and the unpredictability (or turbulence)
of that change. A dynamism measure was therefore created by com-
bining measures of instability and turbulence. Munificence instability
was measured by summing z-scores of the percentage change in the
lone-parent households in each local area from 1991 to 2001 and the
percentage population change between these years. The lone-parent
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measure is used as the Indices of Multiple Deprivation were unavailable
in 1991. It represents a useful proxy for deprivation as there is a strong
positive correlation (0.67) between lone-parent households in Wales
recorded in the 2001 national census and levels of multiple deprivation
in 2000.

Complexity instability was measured using z-scores of the percent-
age change in age diversity, ethnic diversity and social class diversity
in a local area between 1991 and 2001 and the percentage change
in population density for the same years. These two instability vari-
ables were added together to give a measure of the overall extent of
change in the organizational task environment. Measures of unpre-
dictability were then constructed by summing the standardized resid-
uals from autoregressive models of the instability variables (the stan-
dard method for assessing environmental unpredictability, see Boyd
and Gove (2006)). These aggregate measures of instability and unpre-
dictability were multiplied together to form an index of environmental
dynamism. The characteristics of an environment that is changing
rapidly in unpredictable ways alter at a faster pace than one that is
simply unstable or turbulent. The rationale for multiplying rather than
summing instability and turbulence is therefore that a large change may
not affect organizational performance unless it is also unexpected.

Institutional environment

To gauge the impact of the institutional environment on performance,
we measured the presence and supportiveness of external regulation.
The extent of regulatory intervention in Welsh local government was
measured using a dummy variable coded 1 for those service departments
that had been subject to Best Value inspection between 2000 and 2002,
and 0 for those that had not. Education departments were not subject to
Best Value inspection. To create a proxy for the extent of inspection in
education departments, the percentage of primary and secondary school
inspections carried out by the school inspections body Estyn between
2000 and 2002 was therefore calculated. Education departments with
an above school inspection rate were coded 1 for our extent of inspec-
tion variable, and those with a below-average school inspection rate
were coded 0. The level of regulatory support was measured using a
survey item that evaluated the degree to which respondents felt regu-
latory agencies were supportive of their service department. We assessed
this by asking respondents to indicate their level of agreement with the
statement ‘Regulatory agencies (e.g. External inspectorates such as the
Audit Commission, Estyn, Social Services Inspectorate for Wales, and so
on) are supportive of the service’.
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Control variables: Past performance and service expenditure

Public organizations are best understood as autoregressive systems
which change incrementally over time (O’Toole and Meier, 1999).
This implies that performance in one period is strongly influenced
by performance in the past. It is therefore important to include prior
achievements in statistical models of performance, to ensure that the
coefficients for the other independent variables are not biased. Effective-
ness in the previous year was therefore entered in the analysis of service
standards in 2002/03. By including the autoregressive term, the coeffi-
cients for the environmental measures show what these variables added
(or subtracted from) the performance baseline. Thus, in effect, our find-
ings show the impact of the external environment on the improvement
(or deterioration) in service effectiveness during the study period.

Performance may vary not only because of the characteristics of
the technical and institutional environment but also because of the
financial resources expended on services. Differences in spending across
services may arise for a variety of reasons (the level of central govern-
ment support, the size of the local tax base and departmental shares
of an authority’s total budget). At the extreme, a prosperous service in
one authority may be able to buy success while a poor one in another
area can afford only mediocrity. Prior research supports the contention
that public expenditure levels have a significant effect on performance
(Boyne, 2003b).

We controlled for potential expenditure effects by using figures
drawn from only the 2000/01 NAWPIs, because coverage of service
expenditure data was less comprehensive in the NAWPIs following this
year. Nonetheless, research has shown that relative levels of spending
in local authority departments vary little year on year (Danziger, 1978;
Sharpe and Newton, 1984). To make them suitable for analysis, the
service expenditure indicators were standardized by taking z-scores for
groups of relevant indicators of expenditure in each service department.
So, for instance, we standardized four indicators of education expendi-
ture (expenditure per nursery and primary pupil under 5, expenditure
per primary pupil over 5, expenditure per secondary pupil under 16 and
expenditure per secondary pupil over 16). We then repeated this method
for expenditure indicators in social services, housing, highways, public
protection and benefits and revenues, thereby deriving a single measure
of expenditure that is comparable across the six service areas. The indi-
cators used for our expenditure measure are shown in Table 2.5. The
descriptive statistics and data sources for all the measures are listed in
Table 2.6.
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Table 2.5 Service expenditure measures 2001–03

Service area Expenditure NAWPI

Education Net expenditure per nursery and primary pupil under 5
Net expenditure per primary pupil aged 5 and over
Net expenditure per secondary pupil under 16
Net expenditure per pupil secondary pupil aged 16 and
over

Social services Cost of children’s services per child looked after

Housing Average weekly management costs
Average weekly repair costs

Highways Cost of highway maintenance per 100 km travelled by a
vehicle on principal roads
Cost per passenger journey of subsidized bus services
Average cost of maintaining street lights

Public protection Total net spending per capita∗

Benefits and revenues Cost per benefit claim

Note: ∗Spending per capita for the local government as a whole is used as expenditure data
for this service area are not available.

Table 2.6 Descriptive statistics

Mean Min Max s.d

Dependent variable
Service performance 2002/03 .10 −1.56 1.92 .68

Objective environmental
measures

Deprivation 2000 23.56 12.31 40.02 7.25
Population 123069 66829 172842 28343
Age diversity 2001 8764.81 8716.58 8827.84 24.76
Ethnic diversity 2001 579.04 353.27 1326.01 214.73
Social class diversity 2001 8696.31 8550.70 8782.11 66.41
Population density 2001 344.92 24.25 726.32 246.46
Socio-economic instability

91–01
−. 79 −2.95 1.67 1.27

Socio-economic turbulence
91–01

−. 33 −2.84 2.66 1.59

Institutional environment
Inspection .43 .00 1.00 .50
Supportive regulation 4.22 1.00 6.33 1.21

Control variables
Service performance 2001/02 .08 −1.51 1.92 .74
Service expenditure 2000/01 −. 01 −1.43 2.40 .87
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Data Sources:

Service performance
2001–03

National Assembly for Wales. 2003. National Assembly
for Wales Performance Indicators 2001–2002; National
Assembly for Wales. 2004. National Assembly for Wales
Performance Indicators 2002–2003.

Deprivation Department of Environment, Transport and Regions
(2000) Indices of Multiple Deprivation, London: DETR.

Age diversity, ethnic
diversity, population,
population density, social
class diversity

Office for National Statistics. (2003). Census 2001: Key
Statistics for Local Authorities. London: TSO. Age
diversity comprised 12 groups: 0–4, 5–9, 10–14, 15–19,
20–24, 25–29, 30–44, 45–59, 60–64, 65–74, 75–84, 85+.
Ethnic diversity comprised 16 groups: White British,
Irish, Other White, White and Black Caribbean, White
and Black African, White and Asian, Other Mixed,
Indian, Pakistani, Bangladeshi, Other Asian, Caribbean,
African, Other Black, Chinese and Other Ethnic
Group. Social class diversity comprised 7 groups:
Managerial and Administration; Professional and
Technical; Clerical and Secretarial; Craft and Related;
Personal and Protective; Sales; Plant and Machine
Operators.

Environmental dynamism
(including lone-parent
households)

Office for National Statistics. 1991 Census: Key
Statistics for Local Authorities. London: HMSO, 1994;
and Office for National Statistics. Census 2001: Key
Statistics for Local Authorities. London: TSO, 2003.
The dynamism measure included: 12 age groups (0–4,
5–9, 10–14, 15–19, 20–24, 25–29, 30–44, 45–59, 60–64,
65–74, 75–84, 85+); 9 ethnic groups (White; Black
Caribbean; Black African; Black Other Non-Mixed;
Black Other Mixed; Indian; Pakistani; Bangladeshi;
Chinese); and 7 social groups (Managerial and
Administration; Professional and Technical; Clerical
and Secretarial; Craft and Related; Personal and
Protective; Sales; Plant and Machine Operators).

Statistical results

The results of the statistical model of organizational environments
and public service performance are shown in Table 2.7. Environmental
variables, past performance and service expenditure explain about two-
thirds of the variation in the performance of Welsh local government
service departments. The model therefore provides a sound founda-
tion for assessing the influence of organizational environments. Indeed,
the evidence suggests that the environment may be an important
determinant of the performance of public organizations.
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Table 2.7 Organizational environment and performance

Slope t-score VIF

Constant .0681 .37

Technical environment
Munificence .1283 2.14∗ 1.74
Complexity −.1328 −1.73+ 1.76
Dynamism −.0383 −2.14∗ 1.15

Institutional environment
Inspection −.1443 −1.38 1.14
Supportive regulation .0363 .87 1.19

Control variables
Service performance 01/02 .7020 9.62∗∗ 1.08
Service expenditure 00/01 .0336 .55 1.09
R2 .66∗∗

Adjusted R2 .61∗∗

N = 58

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01 (two-tailed tests).

The technical environment

Hypothesis 2.1 is supported by our statistical analysis: the coefficient for
munificence is positive and statistically significant. Even when control-
ling for other dimensions and measures of the environment, areas with a
high level of munificence seem to benefit from better public service pro-
vision. This mirrors prior research suggesting that the low munificence
associated with providing services in disadvantaged areas has an espe-
cially persistent negative statistical association with local government
performance (Andrews, 2004). Indeed, performance may be particularly
adversely affected by the lack of local neighbourhood support needed
to assist vulnerable or needy people in such areas (Wilson, 1991). In
addition, munificence may reflect economies of scale accrued by serving
large client populations.

Hypothesis 2.2 is also supported by our statistical analysis. The coef-
ficient for complexity has a negative sign and is statistically significant.
Delivering services in sparsely populated, socially heterogeneous areas is
associated with worse performance, even when controlling for environ-
mental munificence and dynamism. The results for complexity thereby
corroborate evidence which suggests that community heterogeneity
makes good performance more difficult. Public organizations operating
in ethnically diverse areas often devote substantial resources of time and
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money to building, developing and maintaining good community rela-
tions (Office of the Deputy Prime Minister, 2004). At the same time,
areas with a wider spread of age groups also have more complex housing
(Withers, 1997) and health-care (Birch and Maynard, 1986) needs. Deal-
ing with these ‘wicked issues’ seems to be having a negative influence on
the performance of our sample service departments. At the same time,
service departments in more densely populated or urban areas appear
to be reaping the benefits of more opportunities for sharing production
inputs, such as computing facilities and administrative staff and offices
(Grosskopf and Yaisawamg, 1990).

Hypothesis 2.3 is supported by the results: the coefficient for objec-
tive environmental dynamism is statistically significant and negative.
This finding suggests that service achievements are constrained by both
recorded levels of munificence and complexity, and changes in these
variables, at least over the decade covered by the data. Dynamism
thus seems to be adding significantly to the constraining effects of
munificence and complexity per se. To cope with rapid demographic
change, public organizations may have to devote increased resources
to maintaining a consistent level of performance, which, in turn, could
add significantly to the fiscal burden levied on taxpayers. As a result, in
a dynamic environment, it is possible that public organizations might
allow service quality to deteriorate in the short-run to protect their
long-term financial plans (Ladd, 1992).

The institutional environment

Table 2.5 shows that inspection has no statistically significant effect
on service performance, and Hypothesis 2.4 is therefore rejected. There
is no support for Hypothesis 2.5 either, on the benefits of supportive
regulation: while the coefficient for that measure is positive, it does not
achieve statistical significance.

The results indicate that inspection appears to have no independent
effect on public service performance. It is conceivable that this is because
inspections targeted low-performing services that were yet to show signs
of improvement. Moreover, the impact of service inspection in Wales
may have been especially weak because of councils’ hostility to the Best
Value Inspectorate, which led to the abolition of the regime late in 2002
(Andrews et al., 2003). An alternative explanation is that our results
are a consequence of the positive and negative effects of inspection on
service outcomes cancelling each other out. Systematic investigation of
Boyne et al.’s (2002) arguments on the moderating effects of inspectors’
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expertise, in particular, would require data on the qualifications and
experience of each inspection team.

Another broader interpretation of the insignificant impact of this
explanatory variable is that the ‘service improvement’ approach to
inspection is simply unable to deliver significant changes in perfor-
mance. Best Value inspections were intended to gauge existing per-
formance and corporate capacity for delivering gains in performance.
However, the inspectors were perceived by Welsh local authorities as
paying too much attention to processes rather than outputs (Welsh
Local Government Association, 2001). One of our interviewees who
had experienced formal inspection suggested that in practice it was
‘a paper exercise’ that entailed ‘spending too much time on corporate
issues’. Indeed, it became apparent that the unpopularity of Best Value
inspection in Wales was attributable to the perceived determination of
the Audit Commission to judge Welsh services against a predetermined
model of managerial modernization (Andrews et al., 2003).

Regulation may be inherently more suited to enhancing the account-
ability of public organizations rather than driving service improvement.
Alternatively, it is possible that formal inspection is the least effective
tool available to public sector regulators attempting to elicit positive
changes in public service delivery. Regulators also play an advisory role
by seeking to promote good practice and supporting the home-grown
improvement strategies of service providers. Evidence from the US sug-
gests that this ‘educative’ approach can actually lead to increased levels
of self-regulation within organizations (Scholz and Gray, 1997). The pos-
itive impact of such regulatory behaviour receives some support in the
sign of the coefficient for the measure of regulatory support. Further-
more, a manager who had ‘built up a rapport with District Audit’ felt
that this had been critical to the improvement of the service. Never-
theless, the absence of a statistically significant relationship indicates
that the benefits of supportive regulation may be contingent on other
organizational characteristics. We explore the moderating effects of
strategy, structure and process on the relationship between the technical
and institutional environment and performance in Chapter 7.

Conclusion

This chapter has explored the relationship between organizational envi-
ronments on performance. Building on prior theoretical and empirical
work in the field of management and public administration, hypotheses
were developed around the likely effects of technical and institutional
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dimensions of the organizational environment on public service perfor-
mance. These hypotheses were tested by using multivariate statistical
techniques to analyse variations in the performance of local govern-
ment service departments in Wales. Our empirical findings provide
support for the argument that the technical environment is an impor-
tant determinant of organizational performance. However, no support
was uncovered for the tenets of improvement-led regulation.

Despite the divergent independent effects of the technical and institu-
tional environments observed here, it is still important, as prior theory
and evidence highlight, to include both aspects of the environment in
studies of strategic management and performance. In particular, within
the context of the Miles and Snow model, it is especially important
that both the independent effects of environments on performance
are taken into account as well as their effects in combination with
internal organizational characteristics. To gain a fuller picture of how
and in what ways public organizations can be best aligned with their
environments, we develop hypotheses about the potential interactive
effects of each environmental dimension and organizational strate-
gies, structures and processes based on the Miles and Snow model in
Chapter 7. These hypotheses are then tested by including interactions
between the environment and internal organizational characteristics
within our statistical models. This enables us to draw conclusions
about the likely environment–organization contingencies that influence
public service performance. Before turning to those complex contin-
gent relationships, we examine the independent effects of strategic
management on performance in detail in Chapters 3–6.



3
Strategy Content and Performance

Public management research has long been concerned with the service
public agencies provide and the way it is provided (Rainey, 2010). How-
ever, only in more recent years has attention been turned to the strategy
content of public organizations (Joyce, 1999; Moore, 1995). This may
have arisen because of the ‘traditional’ view that public organizations
are controlled by higher levels of political authority, giving managers
limited discretion to manage, or because public agencies have multi-
ple goals, many stakeholders and decisions are rule-bounded. As such
only a limited number of authors sought to develop strategy models
for public organizations. For example, Stevens and McGowan (1983)
examined strategy during times of fiscal austerity in US local govern-
ments, and Wechsler and Backoff (1986) sought to derive four models
of strategy in four agencies in Ohio. The focus on strategy content
has, however, increased over recent years (Joldersma and Winter, 2002;
Joyce, 1999; Lane and Wallis, 2009). This is in part because stakeholders
(including users, regulators and often higher levels of government) have
become interested in and have greater expectations about the perfor-
mance of public agencies. Simultaneously, the emphasis of many reform
efforts has been to increase managerial discretion while changes in the
environment have required organizations to rethink their approaches,
be these changes in the technical environment which have increased
uncertainty, or be technological changes which make information on
the behaviour of other organizations available. These changes have led
to growing interest in the ways in which services are delivered and the
strategies that organizations have put in place. This has also been accom-
panied by the growing availability of data on the performance of public
organizations (see Walker, Boyne and Brewer, 2010), making questions
of strategy content and performance an important and topical research
issue.

48
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Strategy content is the central variable in the Miles and Snow (1978)
framework. Miles and Snow argue that there are key relationships
between the strategic stances of analyzers, defenders, prospectors and
reactors and their performance. Questions about the most appropriate
strategy content approach and organizational performance are central to
this chapter. As such, we commence with an exploration of the existing
literature on strategy content, and develop hypotheses on strategy and
performance. This discussion is followed by the results of the statistical
analysis, and discussion thereof prior to conclusions being drawn.

The Miles and Snow model

In order to examine the link between strategy and performance in pub-
lic organizations, we use a classic model of strategy: the Miles and Snow
framework (1978). It has a venerable status in the field of strategic man-
agement. Hambrick (2003, 115) for example, argues that it ‘has had a
profound effect on the fields of strategic management and organiza-
tion theory’. Further evidence of its significance is demonstrated by the
number of citations it has had. A search of the Business Source Premier
database indicated that it had been cited 11,179 times and a study by
Ramos-Rodriguez and Ruiz-Navarro (2004) showed that Miles and Snow
was the 8th most cited work in the Strategic Management Journal between
1980 and 2000. It has been tested empirically many times and in fields
as diverse as retail (Moore, 2005), banking (James and Hatten, 1994),
small- and medium-sized enterprises (Aragon-Sanchez and Sanchez-
Marin, 2005) and hospitals (Shortell and Zajac, 1990). Although studies
of public and non-profit organizations have begun to explore strategy
and links with other organizational characteristics, research using the
Miles and Snow framework in this sector is still relatively limited (for
exceptions see Greenwood, 1987; Lane and Wallis, 2009).

Miles and Snow (1978) developed a typology of organizational strate-
gies from detailed case studies. The framework was argued to be generic
and would apply to any type of organization; indeed their empiri-
cal work included hospitals in the USA, which in part have a public
purpose. They derived four strategy ‘ideal types’. Prospectors are orga-
nizations that ‘almost continually search for market opportunities,
and . . . regularly experiment with potential responses to emerging envi-
ronmental trends’ (Miles and Snow, 1978, 29). In public organizations
a prospector is likely to be a leader in their field, a ‘first mover’, or win-
ner of innovation awards. A prospecting public agency may be seeking
to expand its budget, may invade the ‘policy space’ of other agencies
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(Downs, 1967) or may be innovative within its pre-existing budget
where organizational slack permits (Bourgeois, 1981). Strategic priorities
in a public sector prospector would revolve around being more proactive
than other agencies, innovating and risk taking (Boschken, 1988).

Defenders are organizations that take a conservative view of innova-
tion, and are not leaders in the field but instead are late adopters of
innovations once they have been tried and tested. They typically com-
pete on price and quality rather than on new products or markets and
‘devote primary attention to improving the efficiency of their existing
operations’ (Miles and Snow, 1978, 29); in short, they seek better perfor-
mance by focusing on core services to retain their existing activities and
protect their share of the public budget. Analyzers represent an inter-
mediate category, sharing elements of both prospector and defender.
Analyzers are rarely ‘first movers’ but, instead, ‘watch their competitors
closely for new ideas, and . . . rapidly adopt those which appear to be
most promising’ (Miles and Snow, 1978, 29). Reactors are organizations
in which top managers frequently perceive change and uncertainty in
their organizational environments but lack a consistent and stable strat-
egy. A reactor ‘seldom makes adjustment of any sort until forced to do
so by environmental pressures’ (Miles and Snow, 1978, 29). A reactor
stance is equivalent to strategy absence, because an organization largely
responds to external forces, and has no consistent or coherent strategy
of its own (Inkpen and Chaudhury, 1995). Boschken (1988, 18) argues
that the lack of positive direction is likely result in a reactor ‘fail[ing] at
the “invisible hands” of shifting environmental forces’.

Theoretical arguments and empirical evidence have been presented
for the applicability of the Miles and Snow framework to public orga-
nizations. Some evidence on the likelihood of public agencies adopting
the four strategic styles was provided by Greenwood (1987), who noted
that local authorities were likely to describe themselves as reactors (half
his sample of 208 English local authorities). The balance categorized
themselves thus: analyzers (29 per cent), prospectors (11 per cent) and
defenders (10 per cent). Greenwood (1987, 300) argues that the large
per cent of reactors ‘. . . may indicate that several authorities are in a
transitional stage, moving from one coherent approach to another’. The
concern of the Greenwood study was with the relationship between
strategy content and structure. Analysis bore out the hypothesis that
content influences structure, in that the choice of strategy led to an
alignment with structure as predicted in the wider framework developed
by Miles and Snow (see Chapter 6): prospectors were externally focused,
decentralized with high complexity of integration.
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Boyne and Walker (2004) argued for the adoption of the Miles and
Snow framework as a model of strategy content for public organiza-
tions because it captures the main responses organizations are likely
to make in the face of changes in the organizational environment.
A prospector would be proactive, scan the external environment and
be innovative. A defender, by contrast, would maintain its current focus
and consolidate its existing position in response to changes in circum-
stances and adopt innovations when they have been tried and tested
elsewhere. A reactor, with no consistent strategy of its own, would await
instructions from the external environment.

Miles and Snow argue that performance is contingent on internal
characteristics, of which strategy content is one, and environmental
circumstances (which we reviewed in Chapter 2). We explore these con-
tingent issues of strategy, structure, internal processes and environment
in relation to Miles and Snows’ strategic types in subsequent chapters.
Here we trace out one example of the relationships across these variables
for defenders, to offer an illustration of the wider argument developed
by Miles and Snow on these contingent relationships. Defenders align
themselves with centralized organizational structures because they need
to both control operations centrally and vest power in top-level man-
agers who can take an overview of the organization as a whole (Miles
and Snow, 1978, 41–44). Defenders adopt high levels of planning in
their organizational processes because they need to undertake detailed
analysis on how to achieve their goals. This emphasis on mechanis-
tic structures and processes suggests that defenders are more likely to
achieve optimal levels of performance in predictable and stable envi-
ronments. In this chapter, our attention focuses upon the separate
relationship between strategy content and organizational performance.

Strategy content and performance

The central contention of Miles and Snow’s (1978) model of strategy
is that prospectors, analyzers and defenders perform better than reac-
tors, which is supported by studies of private firms (Conant et al.,
1990; Hawes and Crittenden, 1984; Shortell and Zajac, 1990; Slater and
Olson, 2001). However, a reactor stance is not always associated with
poor performance. Snow and Hrebiniak’s (1980) study of four indus-
tries confirmed Miles and Snow’s primary hypothesis, except in the case
of highly regulated industries where reactors outperformed prospectors
and defenders. This finding may have implications for the relative effec-
tiveness of different strategies in the public sector. A reactor stance may
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be a deliberate and positive choice in a public sector environment that
values responsiveness to the shifting demands of external stakeholders,
especially if strategy content is routinely imposed by regulatory agen-
cies (Bozeman and Straussman, 1990; Nutt and Backoff, 1993; Rainey,
2010). Prospectors may be perceived as excessively eager to take risks,
and defenders may be seen as reluctant to respond to pressures for
change. Reactors, unconstrained by a fixed strategic posture, may be
more pliable and more ready to please their political superiors (Boyne
and Walker, 2004). Thus, in principle, a reactor stance can be seen as
the best fit with the political circumstances that shape perceptions of
organizational performance in the public sector (Rainey and Steinbauer,
1999).

Miles and Snow (1978) maintain that there are no performance differ-
ences between prospectors, analyzers and defenders, a view supported
by the findings of Slater and Olson (2001). However, the evidence on
the relative performance of prospectors and defenders is neither compre-
hensive nor conclusive. Evans and Green’s (2000) study of Chapter 11
bankruptcy firms in the US notes that business turnaround is more likely
to be achieved by prospectors than defenders. Hambrick (1983) con-
cludes that prospectors outperform defenders on market share changes,
but that this pattern is reversed for return on investment. Zajac and
Shortell’s (1989) analysis of US hospitals found that the performance
of defenders fell behind other generic strategy types when the envi-
ronment called for a more proactive approach. Woodside et al.’s (1999)
analysis concludes that prospectors outperform defenders, who in turn
outperform reactors.

Private sector evidence on the proposition from the writings of Miles
and Snow that the performance of prospectors, defenders and analyz-
ers is higher than that of reactors receives broad but mixed support. The
application of the Miles and Snow framework to the public sector has led
to a slight variation on these propositions, which was initially derived
from the private sector evidence. The evidence derived from public sec-
tor studies differs slightly from the propositions of Miles and Snow, and
is that a prospector stance is positively related to organizational perfor-
mance, prospectors and defenders outperform reactors and defenders
outperform reactors. Finally, a reactor stance is negatively related to
organizational performance (Andrews et al., 2006a). The evidence that
leads us to this conclusion, and the hypotheses we propose below, are
derived from the relatively limited number of public sector studies of
strategy content. This evidence is summarized in Table 3.1 and now
elaborated upon.
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Table 3.1 Impact of strategy content on public service performance

Study Organizations
and sample
size

Strategy type Dimension of
performance

Net effect on
performance

Boschken
(1988)

6 pacific coast
seaports

Prospector
Analyzer
Defender
Reactor

Composite of: market
share, land-use
efficiency, operating
revenues, liquidity

+
+
–
–

Andrews et al.
(2005b)

80 English
local
governments

Prospector
Defender
Reactor

Consumer
satisfaction

+
NS
–

Prospector
Defender
Reactor

Aggregate
organizational
performance

+
NS
NS

Andrews et al.
(2006a)

119 English
local
governments

Prospector
Defender
Reactor

Aggregate
organizational
performance

+
NS
–

Meier et al.
(2007)

3,024 Texan
school
districts

Prospector
Defender
Reactor

Student exam pass
rates

NS
+
NS

Prospector
Defender
Reactor

Pass rates for ethnic
groups

–
+
NS

Prospector
Defender
Reactor

High-end pass rates +
NS
+

Prospector
Defender
Reactor

Low-end pass rates NS
NS
NS

Enticott and
Walker (2008)

72 English
local
governments

Prospector
Defender
Reactor

Aggregate
organizational
performance

+
NS
NS

Prospector
Defender
Reactor

Sustainability
performance

+
NS
NS

Andrews et al.
(2008)

396 English
local
governments

Prospector
Defender
Reactor

Aggregate
organizational
performance

NS
NS
NS

Walker and
Brewer (2009)

135 English
local
governments

Prospector
Defender
Reactor

Aggregate
organizational
performance

+
NS
–

Meier et al.
(2010)

3041 Texan
school
districts

Prospector
Defender
Reactor

Student exam pass
rates

NS
+
NS

Prospector
Defender
Reactor

High-end pass rates +
NS
+

Walker et al.
(2010)

101 English
local
governments

Prospector
Defender
Reactor

Aggregate
organizational
performance

+
–
NS
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Boyne and Walker’s (2004) application of the Miles and Snow (1978)
model of strategy content to public organizations resulted in some
modifications that primarily arose from their argument that organi-
zations simultaneously pursue a variety of strategies, and that this in
turn requires a different approach to the operationalization of strategy.
(This is discussed in detail below in the section on ‘measuring strat-
egy’.) Suffice to stay at this stage that Boyne and Walker (2004) argued
that the analyzer stance should be dropped because it captures aspects
of both defenders and prospectors. Boyne and Walker’s (2004) modi-
fied version of the framework has subsequently been tested in England
and the USA using the following data sets. In the studies of English
local government, the measures of strategy are derived from responses
by managers to survey questions that tap the central components of
the Miles and Snow typology. For example, Andrews et al. (2006a, 56)
use single items to capture prospecting (‘the service is at the forefront
of innovative approaches’), defending (‘focusing on core business is a
major part of our approach’) and reacting (‘pressures from auditors and
inspectors are important in driving performance improvement’). The
English studies draw on a panel of data collected between 2000 and
2008 and report on a survey of just under 140 major local governments
providing data on managers’ perceptions and behaviours in relation to
a variety of measures of management and organization. This is supple-
mented with a measure of organizational performance taken from the
Audit Commission (2002) and background variables, typically based on
UK Census data.

The Texas school district studies constitute a large-scale data set pool-
ing data from 2000 to 2005 and include performance data (typically
exam pass rates, drop-out rates and equity measured by pass rates by
ethic group) and a variety of socio-economic controls from the Texas
Education Authority. It is supplemented by a bi-annual survey of school
district superintendents. In total, just over 3000 cases from this data set
have been used for research on strategy content.

It is important to note that the organizations in these studies are not
assigned exclusively to a single strategic category (see the Section ‘Mea-
suring Strategy’ for further details). Rather, following the arguments
of Boyne and Walker (2004) that all organizations are likely to pursue
a mix of strategies, the strategy measures reflect the extent to which
survey respondents agree that their organization can be characterized
as prospecting, defending and reacting. Finally, in this review of prior
public sector evidence, we include one study that is not an empirical
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quantitative analysis of Miles and Snow. Boshken’s (1988) study of
American west coast seaports adopts a case study approach examining
six ports between the 1960s and the 1980s.

The first published empirical study on strategy content and organi-
zational performance in the public sector was undertaken by Andrews
et al. (2006a) in English local government. The measures of prospecting,
defending and reacting in their study are based on Likert-scale survey
responses from senior and middle managers in a sample of 120 orga-
nizations. The empirical results reveal a hierarchy of strategy types: the
impact of prospecting is positive, defending neutral and reacting nega-
tive. Thus, controlling for the presence of other strategic stances in an
organization and a range of environmental conditions, prospecting is
the best option and reacting is the worst. This evidence is consistent
with the view that strategy matters not only in the private but also in
the public sector.

Similar findings are presented in a study of sustainable manage-
ment and organizational strategy (Enticott and Walker, 2008). Drawing
on a sub-sample of the English panel in 2003, these authors primar-
ily focus on the effect of sustainable management on organizational
performance and sustainable performance. Sustainable management is
concerned with attitudes and behaviours towards social, economic and
environmental factors, and the study measured the importance of this
in systems of internal management. Sustainable performance was mea-
sured by one item that asked respondents to assess achievements on a
four-point scale in terms of ‘promoting the social, economic and envi-
ronmental well-being of local people’. The study notes that sustainable
management only has an effect on sustainable performance and not
on a wider measure of organizational performance. In their models
they control for prospecting, defending and reacting. They also find
that prospecting trumps other strategy stances, but do not find that
reacting has a detrimental effect on sustainable performance. Thus, con-
trolling for a range of variables that includes sustainable management
and environmental controls this leads to a further subtle change away
from the hierarchical set of propositions developed and supported by
Andrews et al. (2006a). These variations may arise because of differ-
ent control variables and different time periods, and also a different
sample.

In a similar vein, Walker and Brewer (2009) examine the relationship
between strategy content, red tape and organizational performance in
English local governments drawing upon a segment of the panel data.
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They demonstrate that a strategy of prospecting can offset the detri-
mental impacts of red tape, but that in organizations with a reacting
stance the presence of red tape worsens performance. The interaction
between red tape and defending neither assists nor detracts from perfor-
mance outcomes. In their study of representative bureaucracy Andrews
et al. (2005b) note in their independent effects model that prospecting
increases performance while reacting has a harmful effect, reflecting
the findings of Andrews et al. (2006a). Their modelling shows that
local authorities with high percentages of senior managers from ethnic
minorities are viewed to have lower performance, when performance
is measured by citizen’s satisfaction with their local government. This
negative finding, is not, however, uncovered in organizations that have
a high propensity towards prospecting. While these studies do not
address the central propositions of the strategy literature, they show
that a strategy of prospecting can have a number of beneficial effects
on variables of particular importance to public management. Boschken’s
(1988) case study of six ports also noted a hierarchy of achievement with
prospectors the highest performers followed by defenders and reactors.
However, Boschken was more circumspect about the achievements of
defenders, often casting them as considerably poorer performers than
prospectors.

Drawing upon a sample of the English data, Walker et al. (2010) exam-
ine the relationship between strategy content, strategy formulation and
networking. Their findings for strategy are somewhat at odds with prior
evidence from this data set. When controlling for strategy formulation
and networking (as an aggregate measure and disaggregated into its con-
stituent parts), they find that prospecting has the anticipated positive
effect on organizational outcomes but that defending is harmful (with
a negative statistically significant sign). In one of their statistical mod-
els, they include an autoregressive term for prior performance, as in the
analysis in this book. The argument for the inclusion of a control of
prior performance is that public organizations are relatively inert sys-
tems, and what matters for performance in the current year is largely a
function of prior behaviour and achievements (O’Toole and Meier, 1999;
Staw and Epstein, 2000). An autoregressive term also shows how vari-
ables in the model have added to (or subtracted from) the performance
baseline, permitting observations to be made about the effect of strategy
on performance at different points in time. When this term is included
reacting remains statistically insignificant, prospecting falls from sig-
nificance and defending remains negative and statistically significant.
The authors interpret these findings thus: prospecting has a long-term
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positive effect on governmental performance, but defending is harmful
in both the short and long term.

In stark contrast to the findings reported by Walker et al. (2010),
defending is shown to be the strategy most likely to result in higher
levels of organizational performance in Texas school districts when the
dependent variable is measured as the student exam pass rate. In these
models, Meier et al. (2007) control for a number of facets of man-
agement (networking, school board contact, quality, experience and
personnel stability) and a variety of socio-economic and school-based
external constraints. By examining differing aspects of organizational
performance, Meier et al. uncover an interesting set of relationships,
suggesting that the impact of strategic stance is contingent upon the
organizational goal being measured. For example, evidence on the exam
pass rates for different ethnic groups suggests that prospecting can harm
the achievements of black students while reacting assists white students.
When focusing upon performance measures that examine the num-
ber of university-bound students, an important but not core measure
of organizational performance, reacting and prospecting have positive
effects, while defending no longer matters. For low-achieving students
(and using measure of attendance and dropout), strategy content is
shown not to matter, rather other facets of management are more
important.

This brief review, of an admittedly small number of studies, points
towards the contingent nature of strategy in public organizations. As we
moved through these articles, the range of additional variables included
in the models increased. While controlling for other variables is an
important aspect of model specification, what is crucial in the context
of this chapter is that strategy content remains a significant variable
that explains the performance of public agencies. Clearly, there are
questions of external validity in stating this: the theories are tested
in three different contexts. The English context placed emphasis on
new approaches to management and service delivery during the period
of the research (Walker and Boyne, 2006). Alternatively, in Texas the
dimension of performance of greatest importance to school superinten-
dents was basic examination passes, or a focus on core business, but
beyond this a number of dimensions of performance could be tapped
suggesting that different aspects of the production function of educa-
tion were dependent upon different strategic stances and other facets of
management.

Taking the public and private sector evidence together, we conclude
that there is broad but mixed support for Miles and Snow’s model of
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strategy and performance. The application of this model to the public
sector leads to the following hypotheses:

H3.1 A prospector stance is positively related to organizational
performance

H3.2 Prospectors outperform defenders and reactors
H3.3 A defender stance is positively related to organizational

performance
H3.4 A reactor stance is negatively related to organizational

performance.

Measuring strategy

Miles and Snow’s framework was developed from case study research in
a number of industries. Measurement of the typology has moved from
unidimensional classification based upon categorical variables to multi-
item dimensional scales, which in part reflects changes in the wider
social sciences. This shift and the approach of Boyne and Walker (2004)
is outlined in this section.

The dominant approach to the operationalization of the typology
assumed that an organization can be placed into one of the strategic
types, that is a prospector, a defender, an analyzer or a reactor. Man-
agers, when completing questionnaires on this typology, were asked
to read a series of competing paragraphs that categorized an organiza-
tion and to indicate which approximated to their organization. This
approach, referred to as self-typing was widely adopted (for private
sector studies, see Hambrick, 1983; Segev, 1987; Snow and Hrehiniak,
1980; Zahra and Pearce, 1990). Table 3.2 provides an illustration of this
approach and shows the survey items used in Greenwood’s (1987) study
of English local authorities. Boyne and Walker (2004, 237) note that this
approach does not result in the complete, mutually exclusive and inter-
nally homogeneous categories necessary to achieve a good typology, and
concluded that this work takes the ‘. . . form of asking private managers
to identify whether their company is, for example, a “cat”, “dog”, or
“fish” ’. To overcome these difficulties, they proposed that organizations
are not likely to display a single dominant strategy, but rather a mix
of strategic stances in relation to different spheres of their activities.
Thus strategy variables should be treated as ‘continuous, not categorical’
(Boyne and Walker 2004, 236).

Scholars in the generic management community were also engaged
in debate about the best way to operationalize the framework
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Table 3.2 The paragraphing approach to strategy content: defenders, analyzers,
prospectors and reactors

The style of the local authority

Which one of the following descriptions most closely fits your local authority
compared to other local authorities? There may be elements of each description
in the authority – in fact, there probably are – but we would like you to indi-
cate which description is more typical of your local authority. Please tick the
appropriate box.

� TYPE A. This type of local authority prefers stability to experimentation
and innovation. It concentrates resources upon statutorily prescribed services and
makes a deliberate effort to provide stability in their provision. Established and
understood ways of working are preferred. A central concern is to make the local
authority more efficient.

� TYPE B. This type of local authority consciously and systematically seeks to
learn how other local authorities and other types of organizations perform sim-
ilar functions. There is a desire to know what new services are being developed,
and what new ways of delivering services are to be found elsewhere. But there
is a preference not to try out unproven ideas or develop new, untested services.
Nevertheless new patterns of services and new ways of working are systemati-
cally identified and appraised, and adopted quickly when their efficacy has been
demonstrated.

� TYPE C. This type of local authority actively seeks new opportunities and chal-
lenges. New kinds of services and new ways of working are vigorously sought
and implemented. The local authority values being ‘first in’ on service develop-
ments and ways of working, even though some experiments will be unsuccessful.
Continual innovation and experimentation are preferred to stability.

� TYPE D. This type of local authority values stability but introduces change as
circumstances require. Knowledge of new ideas and practices is not systematically
sought but acquired through the informal local government grapevine. Existing
practices are made as effective as possible and change occurs largely in response
to external events.

Source: Greenwood (1987, 310–11).

(see, e.g. Snow and Hambrick, 1983). The major change came
when Conant et al. (1990) criticized prior research for adopting the
paragraphing or self-typing approach because it only captures one or
two aspects of the contingent relationships between strategy, process,
structure and environment. To this end they developed 11 multi-
item scales to measure the overall Miles and Snow framework, that
is both the strategic types and the adaptive cycle of components:
entrepreneurial (organizational goals and which strategy to adopt), engi-
neering (technological goals and approach) and administrative (the
selection of structures and process). Table 3.3 provides an illustration of
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Table 3.3 Conant et al.’s multi-item scale to operationalize Miles and Snow

Administrative – structure
In comparison to other HMOs, the structure of my organization is

(a) Functional in nature (i.e. organized by department – marketing, accounting,
personnel, etc.) (D)

(b) Service or market orientated (i.e. departments like pediatrics or Ob/Gyn have
marketing or accountability responsibilities) (P)

(c) Primarily functional (departmental) in nature; however, a service- or market-
orientated structure does exist in newer or larger service offering areas (A)

(d) Continually changing to enable us to meet opportunities and solve problems
as they arise (R).

Engineering – technological goal
One of the most important goals in the HMO, in comparison to other HMOs, is
our dedication and commitment to

(a) Keeping costs under control (R)
(b) Analyze our costs and revenues carefully, to keep costs under control and to

selectively generate new services or enter new markets (A)
(c) Insure that the people, resources and equipment required to develop new

services and new markets are available and accessible (P)
(d) Make sure that we guard against critical threats by taking whatever action is

necessary (R).

Entrepreneurial – product market domain
In comparison to other HMOs, the services which we provide to our members are
best characterized as

(e) Services which are more innovative, continually changing and broader in
nature throughout the organization and marketplace (P)

(f) Services which are fairly stable in certain units/departments and markets
while innovative in other units/departments and markets (A)

(g) Services which are well focused, relatively stable and consistently defined
throughout the marketplace (D)

(h) Services which are in a state of transition, and largely based on responding to
opportunities or threats from the marketplace or environment (R).

Note: (P) = prospector, (D) = defender, (A) = analyzer, (R) = reactor.
Source: Conant et al. (1990, 381–82).

the types of questions posed; in this example, they are associated with
the entrepreneurial problem or product and market domain. However,
Conant et al.’s analysis moves back from allowing organizations to vary
by strategic stance, as argued by Boyne and Walker (2004), and they
categorize organizations on a majority-rule decision structure: ‘. . . orga-
nizations were classified as defenders, prospectors, analyzers, or reactors,
depending on the archetypal response option that was selected most
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often’ (Conant et al. 1990, 373). Desarbo and colleagues (2005, 56), in
an extensive exploration of the Miles and Snow framework, implement
the Conant et al. questionnaire and adopt more stringent decision rules
requiring ‘. . . at least seven “correct” answers out of the 11 items’ to be
classified as a prospector or defender. Thus while a more sophisticated
and nuanced approach has been developed to operationalize strategy
across the entrepreneurial, engineering and administrative components,
management researcher preference is to use categorical variables to
measure the effect of strategy on performance.

The arguments presented for viewing strategy as a continuous variable
do not just relate to questions of measurement. Public organizations,
in particular, are likely to pursue a mix of strategies at the same time
because they are expected to satisfy a range of conflicting and competing
goals, which are judged by an array of diverse stakeholders (including
citizens, service users, the media, regulators and politicians) (see Boyne,
2003a). It is therefore inappropriate to categorize organizations in the
public sector as belonging solely to a single type. This logic implies
that the ‘analyzer’ category is redundant because it is ‘essentially an
intermediate type between the prospector strategy at one extreme and
the defender strategies at the other’ (Ruekert and Walker, 1987, 17).
All organizations are likely to be prospecting and defending to some
extent (although the balance will vary with the priority attached to
these stances, and that attached to a reactor strategy). Consequently,
although evidence on the degree of prospecting and defending provides
some indication of an analyzer-like stance, ‘analysing’ is not treated as
a discrete strategy in our test of the Miles and Snow model. Given these
arguments, research operationalizing the Miles and Snow framework in
public organizations has predominantly focused on strategy content,
allowed for strategy to vary within agencies and has thus recorded strat-
egy content as a continuous variable (Andrews et al., 2006a; Meier et al.,
2007).

Two competing views emerge from this discussion on the most
appropriate way to operationalize strategy content: from the generic
management literature, a view that strategy is a categorical variable, and
from the public management literature that it is a continuous variable.
Our position is that strategy is continuous and can vary. The implica-
tion of this is important for the measurement of strategy and associated
variables. As we noted above, the approach adopted by Conant et al.
(1990) and subsequently developed by DeSarbo and colleagues (2005)
conflates strategy with structures and processes by designing questions
that juxtapose strategy content with engineering and administrative
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problems. As we treat strategy content as conceptually distinct and
empirically continuous, so it is necessary to separately measure strategy
content, strategy formulation and implementation, and other measures
of organization and the environment.

The full descriptions of our measures of organizational strategy are
listed in Table 3.4. A prospector strategy was operationalized through
four measures of innovation and market exploration, as these are central
to Miles and Snow’s (1978) definition of this orientation. The specific

Table 3.4 Measures of organizational strategy and factor analysis

Measures X SD Factor 1 Factor 2 Factor 3

We continually redefine our
service priorities (P)

4.98 1.31 −. 31 .71 .07

We seek to be first to identify
new modes of delivery (P)

4.59 1.38 −. 20 .86 .01

Searching for new
opportunities is a major part
of our overall strategy (P)

5.05 1.20 −. 38 .74 .20

We often change our focus to
new areas of service
provision (P)

4.38 1.22 .11 .82 −. 16

We seek to maintain stable
service priorities (D)

5.12 1.17 −. 09 .07 .79

The service emphasizes
efficiency of provision (D)

5.36 0.93 −. 34 .31 .62

We focus on our core
activities (D)

5.17 1.03 .00 −. 19 .79

We have no definite service
priorities (R)

2.27 1.04 .77 −. 21 −. 07

We change provision only
when under pressure from
external agencies (R)

1.87 0.87 .89 −. 04 −. 12

We give little attention to new
opportunities for service
delivery (R)

2.08 0.87 .70 −. 41 −. 10

The service explores new
opportunities only when
under pressure from external
agencies (R)

2.00 0.87 .90 −. 05 −. 07

We have no consistent
response to external
pressure (R)

3.03 1.23 .47 −. 35 −. 23

Eigenvalues 3.31 2.95 1.79
Cumulative variance 27.60 52.21 67.10

N = 90 Rotated Factor loadings; P = prospecting; D = defending; R = reacting.
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measures are derived from Snow and Hrebiniak (1980) and Stevens and
McGowan (1983). The Intra-class Correlation Coefficient (ICC) for the
prospecting measures was 0.53 (p > .001), signifying a statistically sig-
nificant level of perceptual agreement amongst individuals within the
same service departments. To explore the extent to which Welsh local
authorities displayed defender characteristics, informants were asked
three questions assessing whether their approach to service delivery was
focused on core activities and achieving efficiency (Miller, 1986; Snow
and Hrebiniak, 1980; Stevens and McGowan, 1983). The ICC for the
defending measures was 0.34 (p > .001). Reactors are expected to lack
a consistent strategy and to await guidance on how to respond to envi-
ronmental change. We therefore asked our informants five questions
about the existence of definite priorities in their service and the extent to
which their behaviour was determined by external pressures. We again
based these measures on prior work (Snow and Hrebiniak, 1980), taking
particular care to avoid leading questions by excluding the term ‘react’
from the relevant items. The ICC for the reacting measures was 0.41
(p > .001). To determine if there are distinct underlying strategic stances
amongst services in Welsh local government, the survey items were fac-
tor analysed (Table 3.4). This produced three statistically significant and
clear factors explaining 67.1 per cent of the variance in the data.

The measures of prospecting, defending and reacting load on one
common factor each. The eigenvalues for all three factors are high,
suggesting that the services sampled in this study display distinctive
strategies. The rotated factor loadings for each strategic orientation are
highlighted in the table and are all above 0.4, indicating that they
are important determinants of the variance explained by the factors
(Hair et al., 1998). The prospecting and reacting factors have excel-
lent Cronbach’s Alpha internal reliability scores of 0.82 and 0.84,
respectively (Nunnally, 1978). Although the defending factor has a com-
paratively low Cronbach’s Alpha score of 0.60, it is nevertheless suitable
for exploratory analysis (Loewenthal, 1996). To test the argument that
organizations display a range of strategic stances, a single factor score
was created for each group of items (i.e. prospecting, defending and
reacting), and the correlations between these un-rotated factors were
analysed.

Table 3.5 highlights that there is a small positive correlation between
prospecting and defending (0.17), suggesting the presence of some over-
lap between the two strategic stances, which, in turn, may mean that
some services pursue both strategies. By contrast, negative correlations
between reacting and the other strategic stances (−0.47 for prospecting,
and −0.33 for defending) imply that reactors are far less likely to engage
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Table 3.5 Correlations between strategy archetypes

Prospecting Defending Reacting

Prospecting
Defending 0.17+
Reacting −0.47∗∗ −0.33∗∗

N = 90 + p ≤ 0.10;∗∗ p ≤ 0.01 (one-tailed tests).

in prospecting or defending. This implies that (at least for this data set)
reacting is the most distinctive of Miles and Snow’s strategic archetypes
in the public sector.

Statistical results

The results for the statistical tests of strategy content on service perfor-
mance are presented in Table 3.6. The model explains over two-thirds
of the variation in the service performance measure and is highly sta-
tistically significant. We find strong but not overwhelming support
for Hypotheses 3.1–3.4 on strategy content. The results are consistent
with Hypotheses 3.1 and 3.3 on strategy content and performance.
The coefficients for prospecting and defending are statistically sig-
nificant and have a positive sign. Hypothesis 3.2 is not supported:
while prospecting out-performs reacting, the coefficient for defending
is also statistically significant and positive, thus prospectors do not
out-perform defenders. As we noted, the coefficient for defending was
positive, and statistically significant, giving support to Hypothesis 3.3.

Table 3.6 Strategy content and public service performance

Independent variable Slope t-score

Prospecting .1367 2.78∗

Defending .1537 2.93∗∗

Reacting .0610 1.26
R2 0.70∗∗

Adjusted R2 0.67∗∗

N = 47

Note: Significance levels: +p ≤ 0.10;∗ p ≤ 0.05;∗∗ p ≤ 0.01 (two-tailed
tests).
All equations include control variables entered in the models shown
in Table 2.7.
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The results for reacting do not support Hypothesis 3.4 because the
coefficient on the reactor variable is statistically insignificant in this
model.

Discussion and implications

The results presented in this chapter indicate that strategy content
is important for the performance of public organizations. In particu-
lar, strategies of prospecting and defending are associated with higher
levels of performance. These results reflect the propositions of Miles
and Snow (1978) who argued that prospectors and defenders would
out-perform reactors. The positive association between prospecting and
performance reflects the findings of a variety of other studies (Andrews
et al., 2005b, 2006a). This evidence indicates that there is reward to be
found for public agencies that pursue a strategy that includes indenti-
fying new priorities, searching out new opportunities for, and modes
of, service delivery and where there is a willingness to change ser-
vice provision. In short, this finding suggests that public agencies can
purse strategies that are associated with innovation – that is devel-
oping new service delivery mechanisms and thereby achieve higher
performance.

The findings presented here vary slightly from findings reported in
other quantitative studies of public agencies in the UK that have typ-
ically reported a statistically significant and negative coefficient for
reacting (Andrews et al., 2005b; Andrews et al., 2006a). Nonetheless our
model in this chapter once again indicates that reacting is not likely
to be a successful route to higher levels of service performance. These
results have confirmed one of the central propositions of Miles and
Snow – that prospecting and defending have a positive relationship with
organizational performance – which has also been supported in private
sector studies (Zahra and Pearce, 1990).

Other public sector studies have also identified a positive relation-
ship between defending and organizational performance, and have a
common element with this study of Welsh local government services.
Meier et al. (2007) undertake a study of strategy content in school
education districts in the US – where defending is predominantly the
strategy stance associated with success (also see Meier et al., 2010). Both
US school districts and service departments in local government, the
unit of analysis in this study, are single-purpose organizations, with
a mission to deliver services in one policy domain. The complexity
of the different policy areas is likely to vary widely: contrast garbage
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collection which typically involves technological problems of collection
and disposal and the management of the workforce with, say, social
services to children, families and the elderly which requires complex
decisions about levels of risk and the appropriate action to take to
prevent, and if necessary, alleviate problems. A single service depart-
ment, even if a complex area of public service production, is likely
to be more clearly focused on a limited number of goals (Chun and
Rainey, 2005). This is particularly likely when a single service depart-
ment is contrasted with large multipurpose organizations, such as a
local authority. Evidence to date suggesting that defending has a neutral
impact on organizational performance has come from this more com-
plex setting of multipurpose organizations. It is possible to speculate
that this result arises from the different unit of analysis, single-purpose
organizations versus multipurpose. Findings from health services sug-
gest that when a hospital changes to a defender strategy (from any
other strategic stance) rather than a prospector or analyzer, there are
no differences in performance between these three strategic stances
(Zajec and Shortell, 1989). More research is clearly needed to corrob-
orate this argument, but it goes some way towards explaining variations
in research results from different settings and points towards the sig-
nificance of organizational goals as a factor influencing the strategy
content adopted by an organization and its likely relationship with
organizational effectiveness.

Positive coefficients for both prospecting and defending suggest that
Miles and Snow’s (1978) composite typology, an analyzer, might also be
a strategy to achieve higher levels of organizational performance. Miles
and Snow (1978, 29) argue that an analyzer is rarely a first mover but
instead ‘watch their competitors closely for new ideas, and . . . rapidly
adopt those which appear to be the most promising’. In our work we
have not used the analyzer typology because it shares its characteristics
with both defenders and prospectors. Rather we have argued that strat-
egy varies across an organization and as such needs to be measured as a
continuous and not a categorical variable (Boyne and Walker, 2004).
We take the findings in this study as evidence to confirm our view
that organizations have multiple strategies: an analyzer is a balanced
approach to strategy content. A further area for additional research is
to examine to what extent single-purpose organizations simultaneously
seek to innovate and take risk (prospecting) while focusing upon their
core business (defending) and what the relative weight of each strategic
stance is in different settings.
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Conclusion

This chapter has explored the relationship between strategy content
and performance. The chapter outlined the Miles and Snow strategy
content ideal types, and then subjected these to an empirical test in
a multivariate statistical regression with a measure of organizational
performance as the dependent variable. The findings provide some sup-
port for the hypotheses that were developed in the public management
literature on the likely impact of different strategic stances on organi-
zational performance. In particular, the statistical results offered strong
support for the arguments initially developed by Miles and Snow that
prospectors and defenders would out-perform reactors.

The Miles and Snow strategies of prospecting, defending and reacting
are the most widely known aspects of the framework. But as we have
noted here and in the Introduction, strategy content, and its likely rela-
tionship with organizational performance, is predicated on processes,
structure and the organizational environment. Given the importance
of these contingent relationships, we proceed to examine each in turn.
In the next Chapter, we examine strategic formulation processes, and
their independent effect on performance and the joint effect of this vari-
able and strategy content. Chapter 5 also asks questions about process,
but focuses upon implementation processes and their relationship with
strategy content. Structure is explored in Chapter 6 and the technical
and institutional environment in Chapter 7. In each of these chapters,
we examine if the propositions raised by Miles and Snow about the rela-
tionship between strategy content and the other variables are upheld in
our empirical study of Welsh local government.



4
Strategy Formulation, Content
and Performance

In this chapter, we explore the effects of strategy formulation on
performance, and whether these effects are moderated by strategy con-
tent. This discussion attends to two of the central facets of the wider
strategic management literature examining the ways in which strat-
egy is formed, referred to as strategy formulation, and the substance of
those decisions, or strategy content (which was explored in Chapter 3)
(Boyne and Walker, 2004; Hart, 1992; Ketchen et al., 1996). By focus-
ing upon content and formulation, we contribute towards the literature
on strategic management in a number of ways. To date, research in
the public sector has typically focused on either formulation or con-
tent (Andrews et al., 2006a; Boyne and Gould-Williams, 2003, for an
exception see Walker et al., 2010). Furthermore, when such studies
are undertaken on public agencies they typically focus on either a
single approach to formulation or a limited range of alternative strat-
egy content options (Elbanna, 2006; Zahra and Pearce, 1990). This
is perhaps one of the central weaknesses in much of the prior liter-
ature. Over a decade ago, Ketchen et al. (1996, 231) passed similar
remarks: ‘The traditional distinction between strategy process and strat-
egy content has perhaps limited the ability of strategic management
research to explain the determinants of organizational performance.’
Therefore, in this chapter, we take a small but important step on this
journey and examine multiple formulation and content approaches
and assess their independent and joint impact on organizational per-
formance.

At the heart of the Miles and Snow (1978) framework are questions
about relationships between strategy content, processes, structure and
organizational environments and performance. In this chapter we delve
into one of these areas and examine the effects of strategy formulation

68
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on performance and the ways in which strategy content moderates this
relationship. Miles and Snow (1978) were quite explicit in their strategic
stance typologies about anticipated relationships between these vari-
ables and pointed towards wide-ranging, provisional and exploratory
approaches to strategy formulation in prospectors and more planned
approaches in defenders. By contrast the managerial behaviours of reac-
tors are argued to be shaped more by the environment than by the
action of managers and as such Miles and Snow contend that organi-
zations displaying this type of strategy content are not likely to have a
steady approach to strategy formulation processes.

We initially explore the existing literature on strategy formulation and
performance, and then develop hypotheses on the combined effects
of formulation processes and strategy content. This is followed by a
discussion of the measurement of strategy formulation. The results of
our statistical analysis are then presented and subsequently interpreted
before we conclude by considering if the evidence we present supports
the notions advanced by Miles and Snow.

Strategy formulation and performance

Attention to strategy formulation by public administration scholars
extends substantially beyond that for strategy content (see Bryson, 1995;
Joyce, 1999; Moore, 1995). While a range of strategy formulation models
have been developed (see Mintzberg et al., 1998), rational planning and
logical incrementalism are the two main models of strategy formulation
in the management literature (Elbanna, 2006). Where neither of these
approaches is present, organizations are likely to lack clearly discernable
processes, thereby exhibiting ‘strategy absence’ (Inkpen and Chaudhury,
1995).

Rational planning is characterized by analytical, formal and logical
processes through which organizations scan the internal and external
environment, and develop policy options which differ from the status
quo. The options that are generated by this process are evaluated prior to
the setting of organizational targets, which are then regularly reviewed
and monitored (Dror, 1973; Mintzberg, 1994). Planning operates within
a framework of bounded rationality because of the cognitive limits of
decision-makers and the iterative way in which they move between the
various planning phases (Elbanna, 2006). There have been large-scale
experiments in rational planning in the public sector. A notable exam-
ple of this has been the widespread use of corporate planning in UK
local government during the 1970s. Interestingly, assessments of this
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experiment have not been positive and it was generally adjudged to have
been unsuccessful (Boyne, 2001; Clapham, 1984).

Rational or strategic planning runs deep in public management, and
is presented in a variety of ways. For example Johanson (2009) posits
three models of formulation. Strategic design, the first, draws heavily
upon the strategic planning and rational planning literature. Internal
strategic scanning, the second, draws its conceptual framework from
the resource-based view of the firm (Barney, 1991), and strategic gov-
ernance, the third, relates the strategy formulation process to models of
partnership, networking and collaborative management. Moore’s (1995)
discussion of strategic management deals with key concerns about man-
aging the internal and external organizational environment. Moore
(1995, 280) draws heavily upon strategic planning in his discussion:
‘Strategic planning . . . is deliberately selective. It does not try to give an
account of everything that happens in the organization. It focuses only
on the key problems and opportunities facing the organization, and the
adaptations the organization must make to deal with the problems and
exploit the opportunities.’ Moore’s work builds upon a long tradition
of research on strategic planning in the USA. This stream of research
is most clearly associated with the work of John Bryson (see, e.g. 1995;
2010; Bryson et al., 2010). Bryson (2010, 255) contends that: ‘. . . strategic
planning typically “works” and often works extremely well’. He points
to benefits that include promoting strategic thinking, acting and
learning, improved decision-making, enhanced organizational effective-
ness, responsiveness and resilience, enhanced effectiveness of broader
societal systems and direct benefits for the people involved in the
process.

Difficulties in implementing rational planning, such as in the case
of corporate planning in the UK in the 1970s, are usually attributed to
technical and political problems. Recent evidence on planning amongst
local authorities in Wales suggests that technical problems are more dif-
ficult to overcome than political factors (Boyne et al., 2004). Despite
these challenges, rational planning processes can provide a valuable
framework for the formulation of objectives and actions.

The alternative strategy process framework developed in the pub-
lic management literature commenced with Lindblom’s (1959) widely
cited article ‘The Science of Muddling Through’ which posited that
decision-making in the public sector is an incremental process. This
was developed by Quinn (1980) into ‘incrementalism with a purpose’
or logical incrementalism which emphasizes the importance of setting
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broad organizational goals (Boyne et al., 2004). It suggests that strategy
formulation is a political process – actors within organizations may have
conflicting views on the most appropriate ways to meet organizational
goals. How these are reconciled is reflected in the strategy-making pro-
cess. Political conflicts may be over resource allocation, policy goals
or organizational power, inside or outside the organization (Elbanna,
2006). Internal politics may therefore be counterproductive for the
attainment of higher levels of organizational performance, as con-
flict can result in inopportune decision-making, drift in seeking goal
attainment, a lack of transparency by decision-makers and a poor
interpretation of the external organizational environment (Dean and
Sharfman, 1996; Eisenhardt and Bourgeois, 1988; Elbanna, 2006). All
of this suggests that logical incrementalism will have adverse effects on
organizational performance.

Not all public organizations will have clear strategy formulation pro-
cesses. Inkpen and Choudhury (1995) argue that strategy absence occurs
when an organization is undergoing a substantial change or a deliberate
decision has been made to avoid developing a clear and coherent strat-
egy process. They claim that it is conceivable that strategy absence can
have benefits, but these are argued to mainly accrue to younger firms,
those experimenting or in the process of forced strategic transition.
The limited empirical tests support arguments made by authors such
as Segev (1989, 499) that strategy absence is ‘ill-conceived’ and inimical
for performance. For example, Spanos et al. (2004) find that firms with
no strategy perform more poorly than those who adopt hybrid strate-
gies. This evidence taken together with the arguments made by Miles
and Snow (1978) for the performance of reactors, the strategy content
version of absence of strategy processes, would suggest that an avoid-
ance of strategic management is typically associated with lower levels of
organizational performance.

Empirical studies of strategy formulation in the public sector are
notable by their absence. In relation to strategic planning, Bryson (2010)
notes that the evidence for the contention that strategic planning works
comes largely from case study work, with few large-N studies. Prior
evidence on the consequences of rational planning for organizational
performance drawing largely on studies of private organizations is, how-
ever, mixed (Boyne, 2001; Elbanna, 2006). While the balance of the
international research from the public, private and nonprofit sectors
leans towards a positive relationship between planning and perfor-
mance (Boyne and Gould-Williams, 2003; Crittenden et al., 1998; Odom
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and Boxx, 1988; Siciliano, 1997), ‘planning is neither a necessary nor a
sufficient condition for performance improvement’ (Boyne et al. 2004,
200).

Table 4.1 presents the prior evidence on strategy formulation and
performance. The sources for these studies include the English local
government and Texas School District data sets referred to above. How-
ever, other data have been brought to bear on the question of strategy

Table 4.1 Impact of strategy formulation on public service performance

Study Organizations
and sample
size

Formulation
approach

Dimension of
performance

Net effect on
performance

Hyndman
and Eden
(2001)

9 Northern
Ireland central
government
executive
agencies

Rational
planning:
mission
statements,
objectives
and targets

Broad
outcomes to
clients,
customers and
stakeholders

+

Boyne and
Gould
Williams
(2003)

71 Welsh local
government
departments

Targets
Internal
External
Perceptions of
the process
Action Plans

Service quality –
NS
NS
+
NS

Targets
Internal
External
Perceptions of
the process
Action Plans

Efficiency –
NS
NS
+
NS

Targets
Internal
External
Perceptions of
the process
Action Plans

Cost-
effectiveness

NS
–
+
+
NS

Hendrick
(2003)

14
Departments
of the City of
Milwaukee

Strategic
planning
process

Strategic and
manager
capacity

NS

Walker and
Boyne
(2006)

117 English
local
governments

Target setting
Target
ownership

Aggregate
organizational
performance

NS
+
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Target setting
Target
ownership

Perception of
output and
efficiency

NS
+

Target setting
Target
ownership

Perception of
responsiveness

–
+

Target setting
Target
ownership

Perception of
outcomes

NS
+

Boyne and
Chen (2007)

147 English
local
governments

Targets
Stretch
Number of
targets

School exam
pass rates

+
+
+

Yang and
Hsieh
(2007)

684 employees
of local
governments
in Taipei

Performance
management
effectiveness

Walker et al.
(2010)

101 English
local
governments

Rational
planning
Logical
incrementalism

Aggregate
organizational
performance

+
NS

formulation and includes a US city government, employees of local
governments in the capital of Taiwan, Taipei and chief executive offi-
cers of central government executive agencies in Northern Ireland. One
study also draws upon the units of analysis in this book, an earlier data
set on Welsh local government departments.

The first point to note from this table is the lack of tests conducted on
strategy absence and the single statistical study that examines the rela-
tionship between logical incrementalism and performance. The Walker
et al. (2010) study develops an index measure of logical incrementalism
drawing on survey statements including: ‘the strategy with the great-
est level of political support is usually adopted as policy’; ‘the extent to
which policy options are similar to present ones’; ‘when we make strat-
egy we produce policy options which are very similar to those we already
have’; ‘strategy develops through a process of adjustment’; and ‘strat-
egy develops through a process of bargaining and negotiation between
groups and individuals’. They conclude that the relationship is not sta-
tistically significant, which does not offer support for their hypothesis
that incremental processes have adverse effects on performance.

Hyndman and Eden’s (2001) qualitative study examines rational
planning amongst the chief executives of nine Executive Agencies in
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Northern Ireland. They focused their efforts on exploring the develop-
ment, use and impact of mission statements, objectives and targets,
and adopt a qualitative approach using semi-structured interviews.
They find that organizations rated high on managerial effectiveness are
also more likely to adopt performance management and rational plan-
ning approaches. Many of those they interviewed associated a rational
approach to planning and management with improved performance.
They quote an agency chief executive who said: ‘It gives people inside
the organization a greater sense of direction and therefore achievement.
It also ensures a better service to the clients/customers/stakeholders’
(Hyndman and Eden, 2001, 592). However, their conclusion on this is
somewhat tempered by their assertion that the processes adopted by
these agencies were akin to logical incrementalism: ‘. . . decisions emerge
through a constant process of analysis, re-analysis, and modification
throughout the development and implementation of a strategy in order
to keep in line with the environment’ (Hyndman and Eden, 2001, 595).
Another drawback of this study is that performance is not crisply oper-
ationalized and is discussed as a broad measure of the services received
by clients, customers and stakeholders.

A number of studies have been conducted that examine rational plan-
ning. It is noteworthy that many of the studies on rational planning
only examine an aspect of planning – target setting. These studies reflect
the growth of performance management and managing for results under
the new public management rubric (Moynihan, 2006; Organization for
Economic Cooperation and Development, 2005). The one study that
includes a broader measure of rational planning is that by Walker, Boyne
and Brewer (2010). Rational planning is measured by variables that
capture the detailed nature of the planning process, the appraisal of
alternative options and working with stakeholders. They posit a positive
relationship between rational planning and performance and provide
evidence to support this in the long term. Hendrick (2003) examines
rational planning, this time amongst 14 departments in Milwaukee
City government in the late 1990s. This study conceptualizes strategic
planning processes as consisting of index measures of comprehensive
planning, extent of monitoring, broad participation in planning, exter-
nal/internal participants, internal centralization and commitment to
planning. Hendrick correlates these six variables with ‘strategic and
manager capacity’ resulting in two statistically significant correlations.
Given the expectation in the study that all measures of planning would
be correlated with strategic and manager capacity, these results can be
judged as weak. One further issue arises in this study: the measure of
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performance captures aspects of the process of planning and manage-
ment rather than measures of organizational outputs and outcomes
(as in a measure of effectiveness, etc.).

The studies that drill down into the performance management aspects
of rational planning typically offer a positive assessment of its effec-
tiveness in achieving higher levels of organizational performance. For
example, Yang and Hseih (2007) examine the extent of adoption of
targets, that is indicators of inputs, outputs, outcomes, efficiency and
satisfaction on ‘managerial effectiveness’ in city governments in Taiwan.
While their results are supportive of the positive impact of these ele-
ments on performance, their dependent variable was somewhat clouded
by the inclusion of measures of performance management itself as a
component of managerial effectiveness.

A number of the studies listed in Table 4.1 examine the issue of tar-
get setting, a key aspect of rational planning. These studies offer more
concrete evidence on the rational planning–performance hypothesis.
Boyne and Gould-Williams (2003) undertook an analysis of the impact
of the number of targets on the achievements of local authority ser-
vice departments in Wales (the same unit of analysis as in this study).
They found that a higher number of targets was associated with lower
managerial perceptions of performance on two measures of service qual-
ity and one of efficiency, and found insignificant relationships with
performance for the process of producing a formal planning document
that specified a programme of activities for the achievement of targets.
Boyne and Gould-Williams (2003) did, however, uncover positive asso-
ciations between planning processes and service quality, efficiency and
cost effectiveness, similar to the Yang and Hseih (2007) study.

Focusing on Welsh local government’s near neighbour, English local
government, Boyne and Chen (2007) examine the impact of a target
setting regime called ‘Local Public Service Agreements’ (LPSAs). The
LPSA regime offered a financial reward (2.5 per cent of revenue bud-
get) based on achievements against 12 targets negotiated between each
local government and central government. This presented Boyne and
Chen (2007) with the opportunity to compare authorities with and
without targets on particular performance indicators across time. Focus-
ing upon education they find that authorities with a target performed
better than those without a target, and also performed better than in
the pre-target time period. Again focusing on English local government,
Walker and Boyne (2006) examined the extent to which the ownership
of targets was associated with performance by exploring whether targets
were agreed by those responsible for meeting them and whether the
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targets were viewed as achievable. Target ownership was shown to have
a statistically significant relationship with four measures of performance
(one is an external measure of service performance devised by the reg-
ulator and three perceptual measures that examined service efficiency,
responsiveness and effectiveness).

The range of empirical studies on the relationship between strategy
formulation and the performance of public organizations is limited. The
majority of the evidence focuses upon the rational planning and offers
some support for the notion of a positive relationship between this strat-
egy formulation approach and performance. The evidence in relation
to logical incrementalism and strategy absence is incomplete, and here
we largely draw upon inferences from theory to assist our hypothesis
generation. The arguments for logical incrementalism presented above
suggest a likely negative association with performance. No empirical
tests have been undertaken on strategy formulation process absence in
public organizations therefore, we fall back on the arguments presented
by Miles and Snow (1978) and Segev (1989) and private sector evidence.
In summary, the hypotheses developed suggest one positive and two
negative relationships with organizational performance:

H4.1 Rational planning is positively related to organizational
performance

H4.2 Logical incrementalism is negatively related to organizational
performance

H4.3 Strategy process absence is negatively related to organizational
performance.

The combined effects of strategy content and formulation

The central propositions of the strategic management literature go
beyond strategy content alone, and argue that an organization needs
to align its strategy with the organization’s internal characteristics and
the external environment. Only when this is achieved will organiza-
tional effectiveness be enhanced. This contingency framework is central
to Miles and Snow’s (1978) characterization of strategy, and from this
perspective research that primarily examines strategy content can be
seen to deal with somewhat underspecified relationships. Organizations
have to find appropriate relationships between the ‘entrepreneurial’
problem (which strategy to adopt), the ‘engineering’ problem (which
technologies to use) and the ‘administrative’ problem (which processes
and structures to select). By their nature prospectors are more focused on
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entrepreneurial questions and examine the services they deliver with a
view towards innovation, whereas defenders, by placing emphasis on
core services and efficiency, focus upon engineering problems. Never-
theless, prospectors and defenders are also concerned with the questions
and solutions to the administrative problem. Reactors respond to these
issues in uncertain and inconsistent ways and are more likely to be influ-
enced by the environment (Miles and Snow, 1978, and also see Conant
et al., 1990).

Our interest in strategy formulation processes focuses our attention
on the administrative problem. Miles and Snow (1978, 23) argue that
administrative systems have both a ‘lagging’ and a ‘leading’ relationship
with strategy:

As a lagging variable, the administrative system must rationalise,
through the development of appropriate structures and processes, the
strategic decisions made at previous points in the adjustment pro-
cess. As a leading variable . . . the administrative system will facilitate
or restrict the organization’s future capacity to adapt.

Thus, over time strategy content and processes reinforce each other:
organizations choose an administrative system that is consistent with
their strategy and then find that this system continues to propel them
in the same strategic direction. The result is a cycle of mutual cause
and effect that tightens the relationship between a strategic stance and
a set of organizational characteristics and performance. This leads to
the view that prospectors and defenders have distinct processes. Reac-
tors, lacking a coherent and stable strategy, have no consistent internal
arrangements.

Miles and Snow (1978) distinguish between the extent of plan-
ning associated with different strategies. In a defender, ‘the planning
sequence proceeds through a series of steps which allows the organiza-
tion to exploit current and foreseeable environmental conditions fully.
These steps mainly involve the setting of output and cost objectives
which are then translated into specific operating goals and budgets’
(Miles and Snow, 1978, 43). The planning process in a prospector,
by contrast, is broad and tentative. Prospectors are poised to expand
or contract their activities, depending on the opportunities or threats
that they face, so the planning cycle is seldom systematic or com-
plete. Rather, planning is fluid and shifts with new organizational
directions. In a prospector, ‘. . . organizational objectives are allowed to
coalesce around current areas of prospecting and thus seldom achieve
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a stable equilibrium. Unlike the defender, whose planning process is
usually finalised before implementation begins, the prospector must
often directly engage a new problem or opportunity before detailed
planning can be completed’ (Miles and Snow, 1978, 61).

Thus, whereas the defender is a rational planner, the strategy process
in a prospector is similar to ‘logical incrementalism’ (Quinn, 1980). Both
defenders and prospectors plan, but the former do so formally and pre-
cisely, whereas the latter follow a more informal and iterative process.
Finally, reactors again are predicted to exhibit a range of approaches
to planning. In a reactor ‘. . . management does not fully shape the
organization’s structures and processes to fit a chosen strategy’ (Miles
and Snow, 1978, 93). Nevertheless, the absence of a clear vision about
where the organization is headed, and the reliance on external pres-
sures to shape strategy, makes it difficult if not impossible for reactors
to plan. Any planning process would quickly become redundant as the
organization shifts in unpredictable ways.

The achievement of high levels of performance in prospectors is pro-
posed to be dependent upon an alignment of decentralized structures
(see Chapter 6) and decision-making to permit staff at multiple levels to
apply their expertise and implement fluid planning processes because
they are in a state of flux, engaging in new opportunities prior to the
completion of planning (Miles and Snow, 1978, 59–62). While theo-
retical arguments have been advanced by Miles and Snow, little if no
attention has been focused on examining these moderated relation-
ships between strategy formulation and strategy content in the public
management literature. In public organizations, two attempts have been
mounted to explore the relationship between formulation and content.
However, these studies move beyond the two-way joint relationships
we are discussing in this chapter and have sought to test in a more com-
prehensive manner the contingent nature of the strategy–performance
hypothesis as advanced by Miles and Snow. Andrews et al. (2008), work-
ing with the English local government data set, tested the fully specified
Miles and Snow model: that is, relationships between strategy con-
tent, strategy processes, structure and environment, using four years of
data across 396 local governments. In the base model, they again note
the hierarchical relationship between organizational performance and
strategy content: prospecting is positively associated with performance,
defending is statistically insignificant and reacting is negative when
controlling for structure (decentralization), processes (incremental) and
environmental uncertainty and environmental constraints. To model
the complex relationships between these variables, the authors exam-
ine multiple interactions. They commence with two-way interactions
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(e.g. prospecting × decentralization, prospecting × incremental pro-
cesses and prospecting × uncertainty) and then move to three-
and finally four-way interactions (e.g. prospecting × decentraliza-
tion × incremental processes × uncertainty). Only the inclusion of the
two-way interactions offers additional explanatory power to the model.
Overall these are lacklustre results, and the addition of further interac-
tions leads to the effects of strategy content and strategy formulation on
performance dissipating. In a second study, these authors (Meier et al.,
2010) examine the interactive relationships between strategy, struc-
ture and the environment amongst school districts in Texas and again
demonstrate that the anticipated contingencies are not uncovered.

The authors of these two studies speculate that this may be because of
poor theory (strategic fit has no link with organizational effectiveness)
or that the theory does not operate amongst public organizations as
it does amongst private. They speculate that the non-significant results
could arise because the scope for organizational adaptation to achieve fit
may be lower in the public than in the private sector given the frequent
external pressures to adopt new structures and processes. It is also possi-
ble that successful performance outcomes and alignment across internal
and external characteristics could be linked to the goals of public organi-
zations. In particular the multiple and sometimes competing objectives
of public organizations may work to cloud these relationships. A fur-
ther suggestion is that there are potential methodological challenges.
These include those posed by data requirements to undertake complex
statistical analysis, and as such it is possible that the statistical estimates
influence the results because of the size of the data set (although the
Texas tests include over 1000 organizations), or because of the ways
in which strategy content is operationalized (as a continuous variable,
whereas in the original Miles and Snow model it was treated as categor-
ical) or by the use of single-item measures for some of the constructs
rather than indexes which may better capture the range of behaviours
associated with content and processes. This latter point once again raises
questions about the most appropriate way to measure strategy.

Given the limited empirical evidence brought to bear on questions
about the relationship between formulation, content and performance,
we draw again on theory presented by Miles and Snow to assist in our
hypothesis generation. Three hypotheses are offered:

H4.4 Rational planning is likely to be positively related to
performance in an organization with a defender stance

H4.5 Logical incrementalism is likely to be positively related to
performance in an organization with a prospector stance
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H4.6 Strategy process absence is likely to be negatively related to
performance in an organization with a reactor stance.

Measuring strategy formulation

To explore processes of strategy formulation, survey informants were
asked five questions assessing the extent to which the approach to
strategic decision-making in their service followed established formal
procedures and two questions on logical incrementalism, all of which
are drawn from prior studies (see Table 4.2). Single rational planning and
logical incremental factors for these measures were then extracted using
principal components analysis as shown in Table 4.2. Our measures of
rational planning sought to capture the use of formal organizational
processes to make strategy (Hart and Banbury, 1994), the assessment of
alternative strategy options (Bailey et al., 2000) and the use of target-
setting (Bailey et al., 2000). The ICC for the planning measures was 0.53
(p > 0.001), and the Cronbach Alpha score of 0.86 demonstrates their
excellent scale reliability (Nunnally, 1978). The key characteristics of
logical incrementalism are an ongoing process of adjustment to new cir-
cumstances and negotiation with key stakeholders (Hart and Banbury,
1994). These concepts were separately captured in the questions we
posed on logical incrementalism. The ICC for the incrementalism mea-
sures was 0.39 (p > 0.001), with a satisfactory Cronbach Alpha scale

Table 4.2 Measures of strategy formulation

Variable definition X SD F1 F2

Strategy making is a formal procedure in our service (R) 5.28 1.21 .78
Strategy is based on formal analysis of the service’s

needs (R)
5.18 1.09 .87 .85

We assess alternative strategies (R) 4.84 1.30 .83 .85
We follow precise procedures to achieve targets (R) 4.68 1.42 .77
Targets in the service are matched to specifically

identified citizen needs (R)
4.71 1.22 .79

Strategy is made on an on-going basis (LI) 5.46 0.95
Strategy develops through negotiation with external

stakeholders (e.g. voluntary/private sector
groups) (LI)

5.06 1.22

There is no discernible strategy process 2.18 1.14

N 90

Note: R = rational, LI = logical incrementalism.
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reliability coefficient of 0.59 (Loewenthal, 1996). Finally, given that a
reactor is expected to wait for signals in the external environment to
shape its strategic stance, it is not expected to have a coherent approach
to making decisions. To tap this likelihood we turned to Inkpen and
Choudhury’s (1995) work on strategy absence and posed the statement:
‘There is no discernible strategy process’.

Statistical results

The statistical results in Table 4.3 provide little support for the hypothe-
ses on strategy formulation and performance. The coefficient for the
rational planning variable is not significant and Hypothesis 4.1 is
therefore rejected. The coefficients for logical incremental and strategy
absence variables are, as anticipated, negative, but only the measure
of an absence of a clear strategy formulation process achieves statisti-
cal significance. These results reject Hypothesis 4.2. By contrast, they
offer support to Hypothesis 4.3, indicating that strategy process absence
is detrimental to the achievement of higher levels of organizational
performance.

Hypotheses 4.4 through 4.6 are examined in Table 4.4. The model
explains nearly 74 per cent of the variance and is statistically signif-
icant. The results offer only partial support for our hypotheses. The
coefficient for ‘rational planning × defending’ is positive but not statisti-
cally significant and Hypothesis 4.4 is therefore rejected. A positive and
statistically significant relationship is identified for the joint effect of
logical incrementalism and prospecting on performance, thus Hypoth-
esis 4.5 is supported. This is an important finding because it indicates
that prospecting positively reinforces the relationship between logical

Table 4.3 Strategy formulation and public service performance

Independent variable Slope t-score

Rational planning −.0204 −.32
Logical incremental −.0974 −1.41
Strategy absence −.1105 −1.85+
R2 0.70∗∗

Adjusted R2 0.67∗∗

N = 47

Note: Significance levels: +p ≤ 0.10; ∗ p ≤ 0.05; ∗∗ p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in
Table 2.7.
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Table 4.4 Strategy formulation × content and performance

Independent variable Slope t-score

Rational planning × defending .0089 1.25
Logical incremental × prospecting .0027 4.08∗∗

Strategy absence × reacting .0012 .47
R2 .79∗∗

Adjusted R2 .74∗∗

N = 47

Note: Significance levels: ∗ p ≤ 0.05; ∗∗ p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in Table 2.7.

incrementalism and performance. Finally Hypothesis 4.6 is also rejected:
the coefficient for the strategy ‘absence × reacting’ variable does not
attain statistical significance.

Discussion and implications

The results of this research imply that strategy formulation in public
organizations has the greatest consequences for service performance
when considered alongside strategy content. This suggests that organi-
zations may need to carefully consider the ways they make strategies
as well as their content. The results show that (when we control for
strategy content and the environment) an absence of clear strategy
processes is harmful for organizational performance. Finally, the inter-
actions between strategy content and formulation offer some evidence
to support Miles and Snow’s argument that the effects of content and
formulation processes are indeed dependent upon one another. In this
case, prospectors who adopt logical incremental processes were more
likely to be high performers and move the neutral impact of logical
incrementalism on performance to a positive effect.

The non-significant result for the rational planning variable is not
as hypothesized. As we noted earlier (see Table 4.1), other studies have
only on balance indicated that rational planning has a positive effect
on organizational performance – a number of studies offer alternative
findings. In the model presented in this chapter, we did not explicitly
explore variations in different aspects of the external environment, but
instead we controlled for it by the inclusion of our prior performance
variable and service expenditure. It is, however, possible that the extent
to which the environment is uncertain, changing or complex will have
a bearing on the impact of planning: the majority of prior research
found that rational planning was more effective when the external
environment was unstable (Miller and Friesen, 1983; Priem et al.,
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1995). However, other studies point towards a positive relationship
between stable environments, planning and performance improvement
(e.g. Frederickson, 1984; Capon et al., 1987). Further research is required
to explore the effect of different aspects of the external environment
on the relationship between rational planning and performance – we
commence this line of research in Chapter 7 when we examine the
interaction between the environment, strategy and performance.

It is also possible that the policy context may be influencing the
findings in this chapter. Just prior to our research instrument being
distributed to local authorities in Wales, a service improvement regime
called Best Value had been abandoned. This was one of the first exam-
ples of policy divergence between England and Wales following devo-
lution of responsibility for health and local government to the Welsh
Assembly (Andrews et al., 2003). The Best Value regime focused heav-
ily on many of the facets of rational planning: environmental scanning,
collection of data on management arrangements in other organizations,
systematic assessment of internal capacities, option appraisal and tar-
get setting. This planning regime also included an action plan which
was laden with targets and required an annual process of monitoring
and reporting against achievements (Boyne, Martin and Walker, 2004).
Best Value was deeply unpopular in Welsh local government and many
services had stopped implementing the regime some time prior to its for-
mal abolition in 2002. The Wales Programme for Improvement replaced
it – a regime that placed less emphasis on rational planning. It is possible
that the services surveyed in this research had (or were in the process of)
jettisoning rigorous planning processes. Limitations of research design
and context mean that we are not able to explore these possible contex-
tual reasons for the non-significant result for rational planning. Though
we have run lagged models, longitudinal studies of the relationship
between strategy and service performance will be able to examine the
impacts of changing policy contexts more carefully. Such studies could
combine quantitative and qualitative methodologies to tease out some
of the more nuanced aspects of strategy in public agencies.

The findings on the impact of logical incrementalism on service
performance were not as anticipated. Organizations which emphasize
the political aspects of strategy making and continually review deci-
sions are not likely to achieve higher or lower levels of organizational
performance in comparison to those adopting rational planning.
Research testing the impact of logical incrementalism on different types
of performance measures, indicators and regimes would provide useful
additional information on the consequences of this approach to strategy
formulation.
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A perceived absence of strategy processes is associated with lower lev-
els of service performance. Inkpen and Chaudhury (1995) argue that
strategy absence is a legitimate choice by an organization, but it is not
a choice that will produce higher levels of organizational performance,
according to our results. Much of the research literature identifies react-
ing as the ‘lemon’ of strategy content; similarly an absence of a clear
approach to formulation would appear to be the lemon of strategy pro-
cesses. The lack of positive findings here does, however, beg the question
about the types of strategy formulation that may lead to better service
performance. It may be that future studies should explore alternative
and more nuanced approaches to strategy formulation – including, for
example, the symbolic, command and generative types suggested by
Hart (1992) or the cultural, political or enforced choice models proposed
and validated by Bailey et al. (2000).

Turning to the interaction models between process and content, our
evidence indicates that a combined approach of prospecting and logical
incrementalism is beneficial to organizational performance. This would
suggest that the selection of an administrative system that is consis-
tent with an organization’s strategy content does indeed lead to higher
levels of organizational performance. In this case, prospectors plan in
a fluid manner in response to the opportunities and threats they face.
Research from hospitals in the USA also confirms a relationship between
content and formulation. Ketchen et al. (1996, 239) note that process
and content interactions have long been recognized in the literature
on the management of firms and argue that: ‘. . . the interpretation of
a firm’s strategic options is a reflection of both its strategic processes
and the content of its past strategic decisions’. Thus content and formu-
lation build upon one another in a mutually reinforcing manner and
‘. . . the process/content interactions may impact performance by facili-
tating (or failing to facilitate) both internal coordination and fit with the
demands of the environment’. This line of reasoning is clearly related to
the arguments of Miles and Snow examining process and content inde-
pendently is valuable because they can make their own contribution to
performance, but that the synergistic effect that can emerge from them
jointly is particularly important. However, our results do not provide
such strong empirical support for these arguments.

Conclusion

In this chapter, we have examined the relationship between two cen-
tral parts of strategic management – strategy formulation processes
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and strategy content – and public service performance. The empirical
evidence presented has indicated that an absence of strategy is detri-
mental to the achievement of higher levels of performance and that
processes associated with logical incrementalism when combined with
prospecting assist organizational achievements. These results provide
lacklustre support for the contentions of Miles and Snow because strat-
egy formulation processes are only significantly related to performance
in one of three cases for independent effects (strategy absence) and the
same for joint effects (logical incrementalism and prospecting).

The questions we pose here are not just academic. Strategy content
and formulation is at the heart of government attempts to achieve pub-
lic service improvement in a variety of international settings (Pollitt and
Bouchaert, 2004). In the UK, a range of processes have been promoted by
central government over recent years to achieve service improvement.
This includes reforms associated with increased rationality in strategy
formulation (e.g. target-setting), and with aspects of decision-making
(such as devolved management and flexibility) (Office of Public Ser-
vice Reform, 2003; Walker and Boyne, 2006). A number of reforms have
also attempted to stimulate changes in strategy content, by promoting
innovation, partnership and a customer focus in public organizations
(Boyne, Martin and Walker, 2004; Office of Public Service Reform, 2002;
Walker and Boyne, 2006). Aspects of this agenda, as experienced by
Welsh local governments in the early part of the twentieth century
appear to have paid dividends. However, there remains some way to
travel before the strategic management determinants of performance in
public services organizations are fully understood.

As was noted in the introduction to this chapter, Miles and Snow
argued that strategy content is linked to structure and environment in
addition to processes. In Chapter 6, the links between strategy content
and strategy formulation processes and structure are examined, and we
test propositions about the configurational relationship amongst these
variables. Chapter 7 similarly explores the association between content,
process and the environment. Our analysis takes the Miles and Snow
framework into new areas by examining not only these relationships
with the technical environment, as discussed by Miles and Snow, but
also seeks to advance knowledge by exploring the institutional environ-
ment. Prior to this, attention is turned to another stage of the strategy
process: implementation.



5
Strategy Implementation, Content
and Performance

The effective implementation of strategies has long been recognized
as crucial to organizational success. Clearly, strategies may only con-
tribute to organizational performance if they are actually implemented.
However, many have argued that organizations are not very good at
implementation; for example, Nutt (1999) suggests that as many as half
of strategies are not implemented. This is a critical issue for all organiza-
tions, but it may be especially important for public organizations, as it
has been argued that they are increasingly using strategic management
models and techniques more traditionally associated with private cor-
porations, but are failing to learn and are simply recycling ‘techniques
which have been shown to be badly flawed’ (Ferlie, 2002, 287).

Within the field of strategic management there has been a significant
amount of research on strategy processes which have been described as
how ‘a strategy decision is made and implemented and the factors which
affect it’ (Elbanna, 2006, 2). However, there is only a small amount of
evidence on implementation as most attention has traditionally been
paid to the formulation of strategy (see Chapter 4). The existing lit-
erature on strategy implementation in public organizations is limited
in its extent, and also in the lack of a connection of implementa-
tion processes with subsequent performance. There is a long-standing
literature on policy implementation (see, e.g. O’Toole, 2000) and a
large literature on the management of change (e.g. Pettigrew et al.,
2001), both of which provide some insights into strategy implemen-
tation. However, these are of limited value for this chapter: the pol-
icy implementation literature focuses typically on inter-organizational
implementation, and both literatures lack empirical research linking
processes to performance.

Strategy implementation is defined as ‘the communication, interpre-
tation, adoption and enactment of strategic plans’ (Noble, 1999, 120),

86
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and it can be undertaken in a number of ways or styles. The style of
implementation has been identified as especially important for perfor-
mance: as Long and Franklin (2004, 311) state ‘a key variable when
studying implementation is the approach that each agency uses to
implement policy’. The strategy process literature suggests that there is
a range of possible styles of implementation (Bourgeois and Brodwin,
1984), with rational at one end of the spectrum and incremental at the
other. However, what style leads to better performance? Internal pro-
cesses of formulation and implementation are important elements of
the Miles and Snow framework. One of the arguments that Miles and
Snow put forward is that these processes should be aligned with the
strategic stance of the organization. Does performance improve when
an organization’s strategy content and implementation style are closely
matched? In this chapter, we examine the effects of strategy implemen-
tation on performance and the ways in which strategic stance moderates
this relationship.

We seek to answer these questions in a number of stages. In the first
part of this chapter, we focus on implementation style and performance.
We review the existing empirical evidence and develop theoretical argu-
ments and hypotheses on implementation style and public service
performance. We go on to examine the possible role that strategic stance
may play in moderating the relationship between implementation style
and performance, and assess the limited empirical research on this issue.
In the second part, we outline our research findings. We present and
interpret our statistical results, and draw conclusions on the relation-
ship between implementation style, strategic stance and public service
performance.

Strategy implementation and performance

Implementation is a key stage of the strategy process, and one that is
generally perceived as a highly significant determinant of performance.
As Noble (1999, 119) states, ‘well formulated strategies only produce
superior performance for the firm when they are successfully imple-
mented’. Similarly, Olson et al. (2005, 47) point out that: ‘. . . many
executives argue that brilliant execution is more important than bril-
liant strategy. The reason is simple: doing is harder than dreaming, and
a poorly executed strategy is merely a vision of what it could be’.

Despite this consensus on the importance of implementation, there
are a number of gaps and problems with the existing literature.
Although the literature on strategy implementation is growing, one
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criticism that has been made is that it is fairly fragmented. Noble (1999)
suggests that in part this is because there are a number of different per-
spectives on strategy implementation. His review of the literature on
definitions of implementation finds that some identify it as control, and
that others perceive it to be the straightforward operationalization of a
strategic plan. He argues that ‘this view is limited as it fails to acknowl-
edge the emergent nature of many implementation processes – initial
plans are often adapted due to changing organizational or environ-
mental conditions’ (Noble, 1999, 120). There appears to be no widely
accepted definition of strategy implementation and therefore in this
chapter we will define it as the process by which policies, programmes
and action plans are put into place across the organization (Harrington,
2004).

The fragmentation of the existing literature may also be because
implementation is increasingly recognized as a complex and multi-
faceted phenomenon encompassing structural and interpersonal pro-
cesses (Thorpe and Morgan, 2007). Noble (1999) recognizes that there
are a number of studies which are relevant to implementation, as
long as a broadened perspective is used, and he summarizes this
‘implementation-related research’ under the categories of structural
views (the effects of organizational structure and control on implemen-
tation) and interpersonal views (the effects of different behaviours on
implementation). However, many of the studies he cites are limited in
that they only examine one element (e.g. participation). Although these
shed some light on implementation, a framework or model that incor-
porates a number of elements and the relationship between them is
needed. Okumus (2003, 871), for example indicates that ‘a comprehen-
sive implementation framework has yet to be developed in the strategic
management field’.

In this chapter we focus on the implementation style of the orga-
nization. That is, the approach that organizations adopt when putting
strategies into practice. One of the advantages of examining implemen-
tation style is that it overcomes some of the limitations identified above
by providing a framework that incorporates and examines more than
one element. An examination of the existing models of implementa-
tion style indicates that there are a number of core elements: the extent
to which responsibility is centralized or decentralized, and whether
formulation and implementation are distinct and sequential activi-
ties or are intertwined (Long and Franklin, 2004; Thompson, 2000).
An organization’s implementation style forms part of its administrative
routine, which has long been recognized as crucial to understanding
the dynamics of implementation (Hill and Hupe, 2002). Johnson (2000,
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403) highlights the ‘marked influence of the “taken for grantedness” of
management practice and its effects on strategy development’. Pollitt
and Bouckaert (2000, 40) also point to the importance of what they call
the administrative culture in relation to implementation, stating that
it ‘refers to the expectations the staff of an organization have about
what is “normal” and “acceptable” in that organization’. An organi-
zation’s implementation style reflects the taken for granted routine of
putting strategies into practice and can be described as ‘the way we
do things around here’. Thus, an organization’s implementation style
tends to become institutionalized and established over time. Nutt (1987)
for example, shows that managers often develop a particular style of
implementation and stick with it. Hence, we are interested in the gen-
eral approach to implementation taken in the organization, rather than
individual examples of the implementation of single policies or specific
decisions.

There are a number of conceptual studies which attempt to categorize
different approaches to strategy making and implementation (Bourgeois
and Brodwin, 1984; Hart, 1992; Hickson et al., 2003). These models illus-
trate the range of implementation styles that may exist in organizations,
but they differ both in the variables that they consider and the terms
that they use. For example, Hickson et al. (2003) use the terms planned
and prioritized. The planned option operates when the organization
has experience and they can then ‘plan and control implementation by
assessing aims and performance critieria, specifying tasks, and resourc-
ing them and this is likely to win the acceptance from all concerned
that is essential to success’ (Hickson et al, 2003, 1822–23). A prioritized
approach involves concentrating on the strategy, pushing it forward and
‘learning by doing’. Bourgeois and Brodwin’s (1984) examples of imple-
mentation style are commander, change, collaborative, cultural and
crescive. The commander model indicates a significant role for the chief
executive who operates as a ‘ “rational actor” issuing directives from the
seat of power’ (Bourgeois and Brodwin, 1984, 243), and a much more
limited role for others in the organization who become ‘doers’ rather
than ‘thinkers’. In the change model, the focus is still largely on the role
of chief executive, but considers issues such as the changes to structure,
staffing, incentive structures and culture that can be made. The collab-
orative model allows for more participation from middle managers, but
still ‘preserves the artificial wall separating thinkers and doers’ (Bour-
geois and Brodwin, 1984, 249). In the cultural model the chief executive
sets the vision, but encourages individuals to be involved in decision-
making and as a result there is more emphasis on adaptation of plans as
they get implemented. In the final model – the crescive approach – the
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participation by staff is enhanced, power is decentralized and adaptation
of plans increased.

Thompson (2000) overcomes this problem of different terminology
by categorizing these models to produce a spectrum of approaches
to implementation with rational/command at one end and incre-
mental/generative at the other. A similar approach is also taken by
Cespedes and Piercy (1996) in their classification of marketing imple-
mentation tactics and strategies. In our study, we examine two distinct
styles of implementation at either end of the spectrum – rational and
incremental.

We now go on to examine the theory and, where available, the evi-
dence on implementation style and performance. Much of the literature
on strategy processes focuses on a rational approach to implementa-
tion. For example, Joyce (1999, 80) argues that ‘the main advice on
implementation tends to be couched in terms of the rational steps to
be taken’. A rational implementation style is characterized by central-
ized control, the use of formal means to secure compliance and the
separation of formulation and implementation. A key aspect of this
approach is that formulation and implementation are sequential activi-
ties. Strategy is first deliberately formulated and only then is it put into
place. As part of its evaluation of appropriate strategies, an organiza-
tion may even pilot the strategy before full implementation (Bryson,
1995; Hart, 1992). Fernandez and Rainey (2006) reiterate that one fac-
tor that contributes to the successful implementation of change is the
provision of a plan which can act as an organizational roadmap. Ratio-
nal implementers are likely to define activities clearly, through formal
methods such as business or project plans, which identify tasks with
targets (Bourgeois and Brodwin, 1984; Bryson, 1995; Hart, 1992). Con-
trol has also been identified as crucial to the implementation process
and in rational approaches this is done centrally through techniques
such as action plans and monitoring. A number of studies have claimed
these activities are critical to successful implementation; for example,
action plans can help implementers to translate strategy into a more
short-term and focused plan (e.g. Chustz and Larson, 2006; Hrebriniak
and Joyce, 1984; Pinto and Prescott, 1990). Centralized control can
also facilitate coordination and integration of activities. One of the
advantages of this style is that explicit strategies can be controlled
and reviewed (Ansoff, 1991). However, does this lead to improved
performance?

Despite the traditional prominence of the rational approach to strat-
egy processes, a significant body of work has highlighted the value of
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an approach at the other end of the spectrum – that is an incremental
approach to implementation. Organizations using this style decentralize
responsibility and have a much looser distinction between formulation
and implementation. A number of authors argue that the separa-
tion of formulation and implementation, as prescribed in the rational
approach, was a key reason for implementation failure (Hambrick and
Conella, 1989; Mintzberg, 2000). Connecting these processes means
that organizations can learn more effectively and respond to changes in
the environment (Montgomery, 2008). In an incremental style respon-
sibility is decentralized: Bourgeois and Brodwin (1984, 257) argue, for
example, that in the crescive model ‘the chief executive must relax
his expectations concerning the extent to which strategic plans can be
developed centrally’. In addition, the role of the organization’s members
is enhanced as they are active participants in the process of develop-
ing and implementing strategies (Rajagopalan and Rasheed, 1995). This
involvement of staff enables organizational learning as strategy can be
fine tuned and adjusted, leading to the continual adaptation of strate-
gies as they are being implemented. For example, Nutt (1999), Rainey
(2003) and Woolridge and Floyd (1990) found that staff participation
in decision-making is associated with improved implementation and
organizational performance. Overall, does an incremental style enhance
performance?

In addition, there may be organizations that do not have a dis-
cernible or consistent style of implementation. In these organizations
there is no taken for granted routine for implementing strategies, which
reflects Inkpen and Choudury’s (1995) concept of ‘strategy absence’.
There is very little consideration in the literature of organizations that
do not have a clear approach to implementation. A lack of a consistent
approach to implementation may lead to poorer performance because
those involved in implementation are confused and lack understanding
of how they are expected to implement policies. An organizational rou-
tine provides coordination and control, stability, and is a mechanism for
storing knowledge and reducing uncertainty (Becker, 2004). An organi-
zation that lacks such a routine therefore is likely to experience lower
levels of performance.

It is important to note that the categories identified above are not
mutually exclusive in practice. It is likely that an organization’s imple-
mentation style is made up of a mixture of these approaches, with the
balance of rational and incremental styles varying between organiza-
tions, and with greater or lesser clarity on the approach which is usually
adopted.
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Prior empirical evidence and hypotheses

Despite attempts to classify approaches to implementation, there has
been very little empirical research which links these processes to perfor-
mance. A number of authors have argued that this is a major problem.
For example, Fernandez and Rainey (2006, 18) state ‘researchers must
confront the challenge of analysing the relationship of the content and
process of change to organizational outcomes such as performance’.
Similarly, Pettigrew et al. (2001, 701) highlight the need to measure the
outcomes of change process and argue that this provides the exciting
possibility of ‘exploring how and why variations in context and process
shape variability in the observed performance outcomes across a com-
parative investigation’. Poister et al. (2010, 522) add to these criticisms
of existing research, stating that: ‘although there is considerable litera-
ture on strategic planning and management in the public sector there
has been little effort to synthesize what has been learned concerning
the extent to which these tools are used in government, how they are
implemented and the results that they generate’.

A significant concern with much of the research that is available
is the variation in the definition and measurement of performance,
which reflects the concerns we outlined in Chapter 2 when we discussed
operationalizing public service performance. In some cases, success is
identified as the adoption of the strategy, rather than higher perfor-
mance (e.g. Nutt, 1989). This is problematic as a decision may be
adopted but may still fail to be implemented effectively or indeed to
make a difference to performance. Some studies of firms in the pri-
vate sector have used financial measures of performance such as profit
(Parsa, 1999), and this type of measure has been criticized for not nec-
essarily being related to long-term success. Others have used managers’
perceptions of the success of the policy (e.g. Hickson et al., 2003; Thorpe
and Morgan, 2006) which raises issues of subjectivity.

Of the studies that have explored implementation style and perfor-
mance, few draw on a comprehensive model of implementation style.
The model most often employed in the empirical studies reviewed in
this chapter was Bourgeois and Brodwin (1984) which was utilized by
both Thorpe and Morgan (2006) and Parsa (1999). To identify published
studies of the impact of implementation style and performance, a range
of search terms were used, including ‘planned’, ‘incremental’, ‘ratio-
nal’, ‘emergent’, ‘centralized’, ‘decentralized’, as well as terms such as
‘commander’, ‘change’, ‘collaborative’, ‘cultural’ and ‘crescive’. Searches
were supplemented by using the term ‘performance’, with other rele-
vant terms (e.g. ‘achievement’ and ‘success’). This search revealed seven
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studies which examined the relationship between implementation style
and performance. The data sources for these studies are varied but are
mainly focused on private organizations. Of the larger studies (Parsa,
1999; Thorpe and Morgan, 2006; Veliyath and Shortell, 1993), two focus
exclusively on private organizations (Parsa, 1999; Thorpe and Morgan,
2006) and therefore existing evidence of implementation style in the
public sector is based on a very small number of examples. Only Stewart
and Kringas (2003) focus exclusively on public organizations and their
number of cases is six. The studies are all undertaken in single countries
with three conducted in the UK, three in the US and one in Australia.
Overall, the studies provide some rather limited evidence on rational
and incremental styles of implementation and only one study identi-
fies the impact of no clear implementation style. Table 5.1 presents the
available evidence.

Table 5.1 Impact of strategy implementation style on public service
performance

Study Organizations
and sample size

Implementation
approach

Dimension
of
performance

Net effect on
performance

Thorpe
and
Morgan
(2006)

115 medium
or large,
service-based
organizations in
telecommunica-
tions, transport
and financial
services

Change,
collaborative
and cultural
models
(Bourgeois and
Brodwin, 1984)

Manager
perception of
effective
strategy
execution
and strategy
meeting
targets

Change more
positive than
collaborative.
Collaborative
more positive
than cultural

Hickson
et al.
(2003)

55 decisions
in 14
organizations, 6
manufacturing,
5 services and
3 public
organizations

Planned and
prioritized

Manager
perceptions
of extent to
which
strategy
achieved
objectives

Planned
approach and
prioritized
approach
successful.
Dual
approach
better.
No approach
least effective

Parsa
(1999)

141 franchise
organizations

Commander,
Change,
Collaborative,
Cultural,
Crescive

Sales per year Collaborative
model had
best
performance
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Table 5.1 (Continued)

Study Organizations
and sample
size

Implementation
approach

Dimension of
performance

Net effect on
performance

Miller
(1997)

11 decisions
in 6
organizations:
2 public and 4
private
organizations

Investigates
range of factors
including
specificity,
assessability and
flexibility

Manager
perceptions of
completion,
achievement
and
acceptability of
strategy

Specificity and
assessability
were critical to
success.
Flexibility was
not

Stewart
and
Kringas
(2003)

6 Australian
public agencies

Range of factors
including
negotiation and
participation

Staff and
manager
perceptions,
some PIs

Negotiation
and
participation
important

Bantel
(1997)

166
Technology
companies in
the US

Range of factors
including
employee
empowerment
Also examined
stance – product
leadership
strategy ×
empowerment

Manager
perceptions of
future
prospects,
financial
stability,
growth
rate and
profitability

Empowerment
linked to
growth rate but
not financial
stability or
profitability.
Product
leadership ×
empowerment
is linked to
higher growth
rate

Veliyath
and
Shortell
(1993)

406 hospitals
in the US.
Approximately
one-third are
for-profit,
two-thirds are
non-profits

A range
of factors
including the
extent of
planning
implementation

Profitability Planning
implementa-
tion higher in
prospectors
than
defenders.
Highest
performing
prospectors
did less
planning
implementa-
tion than
other
prospectors
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One of the few studies to examine implementation style is Thorpe
and Morgan (2006). They focus on marketing strategy, and attempt to
assess the impact of implementation style on performance of service
organizations in the private sector. They use Bourgeois and Brodwin’s
model of implementation styles but miss out the two styles at the
extreme ends of the model (Commander and Crescive). These were
originally included, but were later removed because of insufficient
observations. Their sample is 115 middle-to large-sized organizations
in the transport, telecommunications and financial industries in the
UK. Bourgeois and Brodwin’s model does not suggest that one style
will lead to better performance than another, but Thorpe and Morgan
(2006, 664) argue that the hierarchical structures that are evident in
the change model ‘are essential for creating the efficient and flexible
co-ordination of marketing strategy implementation’. They hypothesize
therefore that the change model will be better than the collabora-
tive model, which in turn will be better than the cultural model in
relation to strategic performance, strategic clarity, strategic efficiency,
mid-level manager compliant behaviour and senior management exec-
utive team strategic direction. Their results show that the change model
of implementation is associated with more compliant behaviour, greater
strategic clarity and direction from the senior marketing executive team.
Although results were not significant for strategic efficiency (the speed of
executing the strategy), they were for strategic performance (the extent
to which the strategy was a success, and is meeting its targets). The
results indicate that the change model of implementation style was
more effective than either the cultural or the collaborative models. They
conclude that ‘firms that emphasise the importance of a rigid organiza-
tional structure, visible control systems and other hierarchical factors,
such as reward systems should implement their marketing strategies
better than firms which try to foster consensus, and a team working
culture with more decentralised and informal structures’ (2006, 670).
These results suggest that a style which is closer to the rational end of
the spectrum is likely to lead to better performance.

Parsa (1999) also used the models of implementation suggested by
Bourgeois and Brodwin – Command, Change, Collabrative, Cultural and
Crescive, in his study of the performance of franchise organizations in
the US. This model was chosen as it ‘is comprehensive and is based
on specific theoretical assumptions’ (1999, 175). In this study the cul-
tural model was eventually deleted from analysis as it had too few cases.
In contrast to Thorpe and Morgan (2006), Parsa (1999) argues that there
is not enough evidence to suggest which model may be better in terms
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of performance and hypothesizes simply that ‘in franchise systems the
performance levels of franchisees differs significantly when classified
according to the type of implementation’ (176). This is tested using two
different measures of performance: sales per year and profit (measured
by income before fixed charges). The results demonstrate that those
franchisees that used a collaborative model performed better in rela-
tion to sales. However, the findings were not consistent in relation to
performance as measured by profit. In this case, the change model had
the highest mean value, but not significantly so. Parsa concludes that
strategy implementation affects the financial performance of franchises
and that ‘different performance objectives (profit vs. sales) demand
different implementation models. The “match” between the outcome
objectives and the implementation model is essential to achieve desired
performance objectives’ (1999, 183). His evidence suggests that imple-
mentation style matters and that a contingency model is appropriate.
However, both the change and the collaborative models contain some
elements of a rational approach (to varying extents), and this evidence
suggests that this has a positive effect on performance.

Hickson et al. (2003) also find that different styles of implementation
(in this case planned and prioritized) can both lead to organizational
success. They examine the implementation approach used in 55 deci-
sions in 14 organizations in the UK. It is important to note that they
assessed the style used in individual decisions, rather than that con-
sistently adopted by the organization. They used a case approach and
interviewed senior managers within the organization. The material was
then coded into eight independent variables regarding process and the
dependent variable (achievement). From the eight variables, Hickson
et al. (2003) identify two approaches that were used in the decisions they
studied. These are the experience-based approach and the readiness-
based approach. The experience-based approach involves ‘assessing the
end goal clearly and operationally, that is, identifying the targets; spec-
ifying what has to be done beforehand, that is setting out the steps
and tasks; and resourcing with the appropriate personnel, finance and
time’ (2006, 1809). This becomes what they describe as a ‘planned
option’ available to managers. The readiness-based approach incorpo-
rates the extent to which the decision was a priority, and the climate
is receptive. This is the ‘prioritized option’ which allows ‘learning by
doing’. Their evidence indicates that those decisions that used a sin-
gle approach could succeed (both planned and prioritized approaches
worked). In fact, those that used a prioritized approach had a slightly
higher achievement score (3.8), compared to those using a planned
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approach (3.5). These findings should be treated with some caution as
they involve only 6 and 8 cases, respectively. A style that incorporated
both approaches was found to have the greatest likelihood of success.
This study provides the only evidence of strategies which have no clear
approach to implementation: these strategies scored only 2.9 in terms
of achievement.

Miller (1997) also uses a case study approach in her investigation of
11 decisions in 6 organizations in the UK (2 from the public sector
and 4 private). These decisions were examined in depth through inter-
views with 113 people as well as the scrutiny of company documents
and reports. As she is undertaking exploratory research, she does not
test a particular implementation style. However, she finds that there are
ten potentially important factors that may influence implementation
success. These are backing, assessability, specificity, cultural receptivity,
good fortune, familiarity, priority, resource availability, structure and
flexibility. A number of these factors are associated with the rational
style (assessability and specificity) and incremental approach (flexibil-
ity). In common with the majority of the other studies examined in this
section, performance is measured through manager perceptions. These
cover the extent to which the strategy was completed, the degree to
which it achieved what was intended and also the level of acceptability
of the method and outcomes. She finds that of the ten factors, there
are four which are significant for success. These are described as real-
izers. She draws the conclusion that planning matters: ‘the prominence
of assessability and specificity among the “realizers” confirms the role of
planning, the mainstay of so much orthodoxy’ (596). Interestingly, the
findings also suggest that the flexibility associated with a more incre-
mental style is not significant. Although these are clearly not sufficient
in number to be representative, the cases suggest that a rational style has
more benefit than an incremental approach and that it ‘may well imply
that what is required for successful outcomes is increasingly rational
managers’ (1997, 596).

Stewart and Kringas (2004) also use a case study methodology in their
examination of six Australian public agencies. They do not focus exclu-
sively on implementation style, but elements of this are explored in
their study. In particular, they attempt to assess the way in which the
strategy is implemented: is it imposed or is there some scope for negoti-
ation? They also examine the ways in which staff were involved through
communication. These issues were explored through interviews (72
overall) and documentary sources. Performance was assessed through
staff surveys and interviews which explored their ‘attitudes towards the
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change’ and also through some performance indicators, although these
were not available for three of the case study agencies. The evidence
is limited in that performance was not easily measured in each case,
but it tentatively suggests that a more incremental or negotiated style
may be important for performance: the two agencies in their study that
achieved the highest rankings on objective and subjective measures of
performance had more scope for negotiation.

Bantel (1997) also finds some evidence in support of an incremental
style. She examines one element of the incremental style to implementa-
tion: employee empowerment. Her evidence is based on a sample of 166
high technology companies in the US, and may therefore only have lim-
ited generalizability. She measures performance through self-reported
survey items on research and development performance, profitability,
financial stability and growth rate of sales, and finds that employee par-
ticipation is positively related to performance as measured by growth
rate, but not profit or financial stability. Hence, this element of an
incremental style to implementation appears to enhance at least one
dimension of performance.

As seen above, there is only limited evidence available about the
impact of implementation style on performance, and much of this is
drawn from studies of private organizations. Both a rational style and
an incremental style have some evidence of success. Despite this, the
balance of the evidence for an incremental style is less strong than
for the rational approach. The range of empirical evidence is limited
in places, especially in relation to ‘no clear’ approach, and here we
draw largely on arguments about the importance of established routines
(Becker, 2004) and evidence from Hickson et al. (2003) to develop our
hypothesis. Given the above evidence, we propose three hypotheses on
implementation style and suggest that:

H5.1 A rational approach to implementation is positively related
to organizational performance

H5.2 An incremental approach to implementation is positively
related to organizational performance, but less so than a
rational approach

H5.3 No clear approach to implementation is negatively related
to performance.

Strategy implementation, strategy content and performance

One factor that may mediate the impact of implementation style on
performance is the strategy of the organization. This reflects the central
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idea of contingency theory that there is ‘no universal best way’, but
rather that the impact of implementation processes will be contingent
on a number of factors. Miles and Snow (1978) make a number of argu-
ments about the link between strategic orientation and the internal
characteristics of an organization. These are outlined in Chapter 3 and
developed and tested in relation to formulation in Chapter 4. Miles and
Snow (1978) focus their arguments largely on formulation processes,
but also incorporate elements of implementation. Some predictions on
the link between strategy and implementation have also been made by
Parsa (1999) and Hart (1992). However, there is virtually no empirical
evidence which tests these arguments on the link between strategy con-
tent and the performance effects of implementation processes, either for
private or public organizations.

As outlined in Chapter 4, Miles and Snow (1978) argue that orga-
nizations will perform better if they are able to find an appropriate
relationship between their ‘entrepreneurial’ problem (which strategy to
adopt) and the ‘administrative’ problem (which processes and structures
to select). They argue that defenders, prospectors and reactors have very
different strategies. Defenders place their emphasis on their core ser-
vices and efficiency; prospectors seek to innovate; and reactors have no
clear strategy but simply respond to the environment. These varied and
distinct strategies will therefore require different approaches to strategy
processes such as implementation.

Miles and Snow (1978) distinguish between the extent of planning
associated with different strategies. They argue that defenders plan
extensively and that they do this prior to taking any action. Defenders
plan carefully so that they can take full advantage of the environmental
conditions. This planning activity usually involves the setting of clear
objectives and goals for outputs and costs. Hence defenders are rational
implementers: they separate the formulation of plans from implementa-
tion and focus on control through meeting goals and objectives. Whilst
there is little evidence or justification provided, both Parsa (1999) and
Hart (1992) also suggest that rational approaches to implementation are
likely to be linked to a defender strategy. This is echoed by Veliyath
and Shortell (1993, 360–361) who argue that defenders ‘will place more
emphasis on planning implementation in order to attain maximum
efficiency in their key throughput processes’. A rational implementa-
tion style is likely to work well for defending strategies as its focus on
centralized control through methods such as business plans and tar-
gets should enable the efficiency of existing operations to be monitored
effectively.
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Miles and Snow (1978) indicate that the planning process in a
prospector is different. Prospectors do not engage in systematic or
detailed planning as their position is more dynamic and fluid as they
are ready to expand or contract their activities. Prospectors take a
broad and tentative approach to planning, and their planning pro-
cess is rarely completed before they begin implementation. Prospectors
have an incremental approach to implementation with a looser dis-
tinction between formulation and implementation. Again, both Parsa
(1999) and Hart (1992) predict that more iterative and incremental
approaches are associated with prospector organizations. Veliyath and
Shortell (1993) suggest that as prospectors emphasize problem finding
rather than problem solving, they would have a less formal and rational
implementation style. They also argue that prospectors are less likely to
have a rational implementation process because there is less of a divide
between formulation and implementation and therefore ‘procedures for
the implementation of strategy are more likely to be ad hoc and experi-
mental’ (Veliyath and Shortell, 1993, 363). An incremental style is likely
to be helpful for prospecting strategies as there is less centralized con-
trol, allowing staff to innovate and experiment as they proceed with
implementation. This should therefore enhance the process of ‘learning
by doing’. An incremental style also allows for more involvement by
lower-level staff, and this may enable greater and quicker acceptance of
the strategy which may be especially important for prospectors as they
implement new strategies.

Finally, reactors will demonstrate a range of approaches to implemen-
tation. Miles and Snow argue that reactors do not fully shape the struc-
tures and processes of their organization to fit their strategy. It is difficult
for reactors to plan as these organizations rely on external pressures to
shape their strategy and do not have a clear vision of their own. This,
combined with a lack of a clear or consistent approach to implementa-
tion is likely to lead to even more confusion and uncertainty and hence
worse performance. A lack of a clear approach will lead to worse perfor-
mance in a reacting strategy as the organization is missing not only a
stable strategy but also an established routine for implementation.

There is almost no systematic evidence on the interaction of imple-
mentation style, strategic stance and organizational performance in
either the private or public sector. Govindarajan (1988) provides some
limited evidence that prospecting units operate well with an incre-
mental style: he found that low control over department heads was
associated with high performance in units that were differentiating.
Bantel (1997) also finds some support for the idea that prospecting
and an incremental style of implementation leads to good performance.
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Her evidence indicates that a product leadership strategy (similar to a
prospector) and employee empowerment together leads to high growth
rate, however, this does not affect other elements of performance. She
states that ‘this implies that managers need to be highly deliberate
about developing coordination and congruence between technology
based industries product/market strategies and supportive implemen-
tation capabilities’ (1997, 166). Veliyath and Shortell (1993) examined
the implementation style (as well as other factors), stance and perfor-
mance of for profit and not-for profit hospitals in the US. They found,
contrary to their expectations, that prospector hospitals operated a more
rational implementation style than defenders. They undertook a pro-
file deviation analysis and found that when prospector hospitals varied
from the ‘ideal profile’ of the top 20 per cent of prospectors in terms
of profit, there was a significant negative effect on performance. Inter-
estingly however, the mean score for planning implementation for the
study sample were higher than the 20 per cent who were the highest per-
forming prospectors. This leads the authors to suggest that ‘increases in
these planning system characteristics beyond an optimum point appear
to be counterproductive for prospector Hospitals’ (1993, 378). Over-
all, this evidence is limited in a number of ways. There are very few
studies in total, and none of them undertakes a systematic study of
implementation style, stance and performance. Only one study provides
any evidence from the public sector, and in this case the measure of
performance used is profitability.

The Miles and Snow theoretical framework, and in some cases evi-
dence, leads us to propose the following hypotheses:

H5.4 A rational approach to implementation is likely to be
positively related to performance in an organization with a
defender stance

H5.5 An incremental approach to implementation is likely to be
positively related to performance in an organization with a
prospector stance

H5.6 No clear approach to implementation reinforces the
negative effect of a reactor stance on performance.

Measuring strategy implementation

Rational planning and logical incremental factors were constructed for
our implementation measures using factor analysis (Table 5.2). Infor-
mants were asked four questions on the presence of formal procedures in
their approach to implementing strategies in their service. A key element
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Table 5.2 Measures of strategy implementation

Variable definition X SD F1 F2

We use a project/business plan to implement
strategies (R)

5.57 1.04 .77

When implementing strategies we have clearly
defined tasks with targets (R)

5.53 0.93 .91 .85

When implementing strategies we regularly review
progress against targets (R)

5.51 1.00 .92 .85

We implement strategies by piloting them initially
and then implementing them in full (R)

4.20 1.38 .50

When implementing strategies we often refine and
amend them as we go along (LI)

5.28 0.90

We improve the implementation of our strategies
by getting all of the affected groups involved in
their development (LI)

5.12 1.03

There is no discernible approach to implementing
strategies in our service area

2.75 1.09

N 62

Note: R = rational, LI = logical incrementalism.c.

of the rational approach is that formulation and implementation are
sequential activities (Thompson, 2000). Rational implementers are likely
to define tasks clearly, through formal methods such as business or
project plans, which identify tasks with targets, and permit reviews of
progress (Hart, 1992). As part of the evaluation of appropriate strate-
gies, the organization may also pilot them before full implementation
(Bryson, 1995). Each of our measures sought to tap these features of
a planned approach to implementation (see Table 5.2). The ICC for the
rational implementation approach measures was 0.35 (p>. 001), and the
Cronbach Alpha score was 0.76.

A logical incremental approach to implementation is less rigid. Orga-
nization members are active participants in the process of implementa-
tion (Rajagopalan and Rasheed, 1995), continually adapting strategies
as they are implemented. Our two measures of a logical incremental
approach to strategy implementation capture these ideas of adjustment
(Hart, 1992) and negotiation (Nutt, 1986). The ICC for the incremen-
tal implementation measures was 0.38 (p > 0.001), with an acceptable
Cronbach Alpha score of 0.60 (Loewenthal, 1996). In addition, we
included the statement ‘there is no discernible approach to implement-
ing strategies’ in order to test directly whether reactors lack consistent
processes (Inkpen and Choudhury, 1995).
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Statistical results

The results for the statistical tests of the impact of implementation
style and strategy are shown in Tables 5.3 and 5.4. The models pro-
vide a good statistical explanation of the variations in the performance
of local authority services in Wales (the R2 is satisfactory in both
models). This suggests that the models provide a solid foundation for
assessing the effects of implementation style, and whether the impact
of implementation style is moderated by strategy content.

Strategy implementation and performance

Table 5.3 shows the results for the basic implementation and perfor-
mance model. None of the implementation approaches has a positive
and significant association with performance. Taken at face value, this

Table 5.3 Strategy implementation approach and public service
performance

Independent variable Slope t-score

Rational implementation 1.5293 .76
Logical incremental implementation −3.9195 −1.83+
No clear implementation approach −1.6908 −.96
R2 .43∗∗

Adjusted R2 .34∗∗

N = 40

Note: Significance levels: +p ≤ 0.10; ∗ p ≤ 0.05; ∗∗p ≤ 0.01 (two-tailed
tests).

Table 5.4 Implementation approach × strategy content and
public service performance

Independent variable Slope t-score

RI × defending 5.1663 2.90∗∗

LI × prospecting 4.2130 1.80+
NA × reacting −1.6271 −.91
R2 .62∗∗

Adjusted R2 .47∗∗

N = 40

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01 (two-tailed
tests).
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indicates that style of implementation does not contribute to improve-
ments in performance. Although much of the literature suggests that
the style of implementation matters, almost all of the previous studies
measured success as the implementation of the strategy, rather than an
improvement in performance.

The statistical results do not provide support for Hypothesis 5.1.
A rational approach is positively related to performance, however the
coefficient is not statistically significant. This contradicts the literature
we reviewed which suggests that this approach will enhance perfor-
mance (e.g. Pinto and Prescott, 1990). It may be that this approach, in
which planning and implementation are separate activities, leads to a
lack of motivation from staff who are categorized as ‘doers’ rather than
‘thinkers’. Kim (2002), for example finds that a participative manage-
ment style in the strategic planning process is positively associated with
job satisfaction. Another possibility is that the focus on action plans and
targets has led to too much rigidity and not allowed enough learning to
take place. One of our interviewees from a service under threat of cen-
tral government intervention stated that the introduction of rational
implementation processes in their service had meant that ‘the element
of creativity has been curtailed at a local level’.

Hypothesis 5.2 is not supported by the findings. A logical incremen-
tal implementation approach is certainly less helpful than a rational
approach, but is negatively rather than positively related to perfor-
mance. This is surprising as it contradicts much of the available evidence
on the value of staff participation and involvement in strategy imple-
mentation. A potential explanation for the negative association between
an incremental approach and performance is that it leads to a lack of
focus in the implementation process and a tendency to drift (Bour-
geois and Brodwin, 1984). For example, a manager in one service with a
predominantly incremental approach to implementation noted in inter-
view that ‘you feel you’re overwhelmed by change, that there’s no time
to implement all changes properly. Things are happening and they are
changing, but we seem to be always behind with what we plan to do’.

Hypothesis 5.3 is not supported by the evidence. There is a negative
association between having no discernible approach to implementation
and performance, but the coefficient is not statistically significant. There
is very little previous evidence on this, but our expectation was that
those organizations that had no discernible approach to implementa-
tion would have low standards of performance because organizational
members would be confused about the approach that they should take
and strategies might never be fully implemented. One possibility is that
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organizations with no discernible style of implementation simply vary
their approach, either at random or according to the strategy to be
implemented at the time. The randomness of implementation style is
evident in a comment from an interviewee who stated that implementa-
tion typically depended on ‘who decides what the main drivers are and
what the priorities are’, but that senior officers in the service seemed to
be ‘pretty unaware of what’s happening – we need people who have the
authority to commit funding and budgets’.

Taken at face value, these results indicate that no single style of imple-
mentation is independently likely to lead to service improvement. This
suggestion – that style makes no difference – conflicts with much of the
research on strategy processes. It also contradicts most of the available
evidence on the impact of implementation style in private organiza-
tions. However, many of the previous studies measured success as the
implementation of the strategy rather than an improvement in service
performance. Another possible interpretation of these results is that they
are only true of our public sector sample. It may, for example, be that
the nature of performance in the public sector is more complex than
for private organizations and that it is therefore less likely that they
style of implementation will affect it. The explanation provided by the
Miles and Snow model, however, is that it is not implementation style in
itself that matters, but the fit between implementation style and strategy
content. We now proceed to examine this possibility.

Strategy implementation, strategy content and performance

Table 5.4 also shows the results when we introduce the interaction terms
for implementation approach and strategic stance into our base model.
The results provide support for our fourth hypothesis (Hypothesis 5.4).
A rational approach to implementation is positively associated with
performance when it is combined with a defender orientation. This sug-
gests that it is important for services to align their strategy with their
implementation processes. Indeed, one interviewee in a predominantly
defending authority felt that overall the whole organization ‘definitely
is getting better’ as a result of rational planning, stressing that ‘if we’re
going to make progress [in implementing strategy], we’ve got to pilot
it’. Hypothesis 5.5 is also supported. The combination of an incremental
approach with prospecting is positively related to performance. A logi-
cal incremental style is negatively associated with performance in all of
our models, but the effect of this style becomes positive if it is inter-
acted with a prospecting strategy. For this strategic orientation, a logical
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incremental approach is positively associated with service performance.
An interviewee in a prospecting service performing well on the National
Assembly for Wales Performance Indicators (NAWPIs) indicated that
during strategy implementation there is ‘consultation coming out of
our ears’. Our final Hypothesis 5.6 is not supported by the statistical
results. We expected that a lack of a discernible approach to implemen-
tation in conjunction with a reactor strategy would be especially bad
for performance. The results show that the lack of a clear style of imple-
mentation is no worse (or better) when organizations adopt this strategic
orientation.

Overall, these results confirm the suggestions of Miles and Snow
(1978) that the link between strategy processes and strategy content has
an influence on organizational performance. In particular, we find that
strategy content is an important moderator of the relationship between
implementation style and performance. A rational style of implemen-
tation is positively correlated with performance in organizations that
emphasize a strategy of defending. Similarly, a logical incremental style
of implementation has a positive impact when it is combined with
prospecting. Our findings confirm that a ‘fit’ between the organization’s
strategy and its implementation style matters for the performance of
public organizations.

Conclusion

Implementation is widely held to be a critical element of strategy, and
one which can have a significant impact on performance. However,
prior evidence that examines the link between implementation style
and performance is largely limited to private sector studies. The find-
ings presented here provide an important step in understanding the
effects of implementation style on performance in the public sector.
Our results suggest that there is no consistent style of implementation
that is likely to lead to improvements in performance. If we ignore
the moderating effect of strategy content, a logical incremental style
of implementation is negatively associated with performance. In addi-
tion, no positive effect was found for rational planning, contradicting
much of the literature and government guidance. The idea that strat-
egy and the internal characteristics of an organization should be tightly
coupled is one of the classic perspectives in the strategic management
literature. We therefore also examined whether the impact of imple-
mentation style on performance was influenced by the strategy content
of the organization. No known work has systematically examined the
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links between implementation style, strategy content and performance
in either the public or private sectors. Our results show that rational
implementation was positively correlated with performance for defend-
ing strategies, and that incrementalism was positively correlated with
performance for prospecting strategies.

Overall, our findings confirm the importance of implementation
style. The approach taken by the organization to put its strategies into
practice does matter. However, one of the central messages of this study
is that universal recommendations on the appropriate style to adopt are
inappropriate. This is because strategic stance is an important mediator
of the impact of implementation style on performance. This confirms
Miles and Snow’s (1978) suggestion that strategic stance and processes
should be tightly coupled and that a fit between them is likely to
enhance performance. Our evidence shows that the impact of imple-
mentation style is clearly contingent on the strategic orientation of the
organization.

Our research has a number of practical implications. The most impor-
tant is that managers should seek to ensure that the implementation
style of their organization is matched to its strategic stance. Another
significant issue is that universal recommendations on implementation
style from governments and regulatory agencies (often in favour of a
rational approach) are inappropriate. This style of implementation will
not improve performance in all organizations.

These findings are similar to those outlined in Chapter 4 on processes
of strategy formulation. In both cases, there was no single style (either
rational or incremental) of formulation or implementation that was pos-
itive in relation to performance. Similarities between formulation and
implementation also emerge when the moderating effect of strategic
stance is considered. In relation to both formulation and implementa-
tion processes, a logical incremental style is correlated with performance
for organizations with a prospecting stance. The importance of fit
appears to be more important overall for strategy implementation: a
rational style combined with a defending stance was significant for
implementation but not for processes of strategy formulation. A number
of other factors may also be significant in understanding implemen-
tation such as organizational structure (Noble, 1999). We explore this
further in Chapter 6. Miles and Snow also argue that it is impor-
tant to align strategy content and processes to the environment that
organizations face and this is examined in Chapter 7.



6
Structure, Strategy and Performance

The allocation and distribution of the authority to make decisions
is a critical task of organizational design in the public and private
sector. Classical theorists of bureaucracy regarded the relative degree
to which decision-making is centralized as integral to understanding
how managerial choices are conducive to greater organizational effi-
ciency (Gulick and Urwick, 1937; Weber, 1947). Contingency theory
suggests that the extent of centralization within an organization should
be dependent upon other key characteristics, especially the strategy
content of an organization. In this chapter, we conceptualize centraliza-
tion in organizations; survey the existing quantitative evidence on the
centralization–performance relationship in public organizations; and
theorize and empirically assess the separate and combined effects of
centralization and strategy on public service performance.

Herbert Simon (1976) stressed that an organization’s anatomy was
constituted both by the allocation and the distribution of decision-
making functions. The extent to which senior or middle managers are
responsible for setting strategy and the degree to which other staff are
involved in strategic decisions have profound implications for all aspects
of organizational behaviour and outcomes. In particular, centralization
within organizations may be likely to influence the success with which
an organization can pursue its selected strategy. Miles and Snow high-
light that organizations will perform better when their structure follows
their strategy. If the relative degree of centralization is in close align-
ment with the content of an organization’s strategy, then, in theory,
it becomes easier to realize the intended benefits of that strategy. Many
recent public service reforms have addressed the allocation and distribu-
tion of decision-making in public organizations. Such prescriptions for
internal change present an ideal opportunity for public management

108
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scholars seeking to understand the relationship between organizational
characteristics and performance. What organizational structures are
conducive to better performance? How are these related to the strate-
gic management of organizations? Does the interaction of structure
and strategy matter? Does performance improve when decision-making
within public organizations is tightly aligned with strategy? More pre-
cisely, do the effects of organizational structure depend on the content
of strategies and how they are formulated and implemented?

In the first part of this chapter, the concept of centralization is out-
lined, before existing evidence on its relationship with public service
performance is reviewed and summarized. We then develop hypotheses
on the independent and combined effects of centralization and strat-
egy content and process on performance prior to presenting the results
of our statistical analysis of the performance of Welsh local service
departments.

What is centralization?

The centralization or decentralization of decision-making within orga-
nizations is a key indicator of the pattern of social relationships within
any organization. Alternative structures of command and control pro-
vide system stability and institutional support for a variety of different
organizational values and routines (O’Toole and Meier, 1999). Broadly
speaking, such structures reflect two key sets of characteristics. First,
the broad ‘structural’ features that ‘define the physical milieu’ in which
organization members interact, such as the overall size of an organiza-
tion and the ratio of administrators to production workers. Second, the
‘structuring’ activities managers undertake in order to deliberately shape
the behaviour of organization members (Dalton et al., 1980). Although
these two characteristics apply to all organizational structures, in the
public sector, managers generally have far less discretion than their pri-
vate sector counterparts over ‘structural’ issues. For example, the size
of public organizations often reflects statutory duties and responsibil-
ities, and is typically only altered at the behest of overhead political
authorities (see Rainey, 1989). By contrast, public managers are likely to
have a similar degree of control over ‘structuring activities’, such as the
relative levels of decision participation, as managers in private firms –
if not always over where responsibility for the content of decisions
ultimately lies.

All organizations are ‘a collection of social positions not an aggregate
of individuals’ (Hage and Aiken, 1967, 77). Organizational structuring is
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thus primarily concerned with the construction of an idealized ‘socially
created pattern of rules, roles and relationships’ (Dawson, 1996, 111).
Hence, ‘structuring’ activities invariably indicate ‘how positions are
arranged in the social structure’ (Hage and Aiken, 1967, 77). One
key ‘structuring’ activity that is susceptible to managerial control, and
which, in turn, may influence organizational performance, is the rela-
tive degree to which decision-making is centralized (see especially Hage
and Aiken, 1967).

The centralization or decentralization of decision-making is a key
indicator of the manner in which an organization allocates resources
and determines policies and objectives. It is, moreover, an issue that
has long been recognized as a critical area of research on organiza-
tional behaviour (see Pugh et al., 1968). For organizational theorists,
the relative degree of centralization within an organization is signi-
fied by the ‘hierarchy of authority’ and the ‘degree of participation in
decision-making’, aspects of structure that reflect the exercise and distri-
bution of power across the entire organization (Carter and Cullen, 1984;
Glisson and Martin, 1980; Hage and Aiken, 1967, 1969). Indeed, a
large number of studies of organizational structure in the public, pri-
vate and nonprofit sectors measure the extent of centralization by
assessing both of these dimensions (Allen and LaFollette, 1977; Carter
and Cullen, 1984; Dewar et al., 1980; Glisson and Martin, 1980; Hage
and Aiken, 1967, 1969; Jarley et al., 1997; Negandhi and Reimann,
1973). Hierarchy of authority refers to the extent to which the power
to make decisions is exercised at the upper levels of the organiza-
tional hierarchy, while participation in decision-making pertains to
the degree of staff involvement in the determination of organizational
policy.

A centralized organization will typically have a high degree of hier-
archical authority and low levels of participation in decisions about
policies and resources; while a decentralized organization will be charac-
terized by low hierarchical authority and highly participative decision-
making. Thus, where only one or a few individuals make decisions, an
organizational structure may be described as highly centralized. By con-
trast, the least centralized organizational structure possible is one in
which all organization members are responsible for and involved in
decision-making. Organizations can be designed in such a way as to
increase or decrease the relative degree of centralization. Evaluation of
the costs and benefits of hierarchical control and decision participation
for organizational performance is therefore a critical task for managers
and researchers alike.
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Evidence on centralization and public service performance

There is a growing literature on structures of decision-making in the
public sector, especially as it pertains to the street-level bureaucrats
responsible for directly providing public services, such as teachers, police
officers and social workers (e.g. Lipsky, 1980; Maynard-Moody and
Musheno, 2003; Riccucci, 2005). However, there is still comparatively
little research systematically investigating the effects of centralization
within public organizations on performance. A wide array of studies
assess the effects of the structure of the organizational population:
(de)centralization on local (e.g. Boyne, 1992) and regional governments
(e.g. Andrews and Martin, 2010), but rather less is known about the
impact of central control of decisions or staff participation in decision-
making on public service performance. Moreover, few studies utilize a
theoretical model of centralization within organizations. Rather than
examine the dimensions of centralization proposed by Hage and Aiken
(1967), they tend to focus on either hierarchy of authority (e.g. Schmid,
2002) or the degree of decision participation (e.g. Ashmos et al., 1998).

A thorough review of the available empirical evidence on centraliza-
tion and performance requires the adaptation of additional search terms
for relative levels of hierarchy of authority and decision participation
(e.g. control, involvement), in conjunction with those for performance
(e.g. achievement, effectiveness). Our extensive search revealed only 11
studies that sought to quantitatively analyse the relationship between
centralization and organizational performance in the public sector.
These studies were mostly undertaken in the US (9), with one each
being carried out in Israel and Sweden. The content of the studies is
summarized in Table 6.1.

The reviewed studies offer an initial basis upon which to form judge-
ments about the relationship between centralization and performance.
The evidence covers a wide range of public services ranging from hospi-
tals to US federal agencies, but is exclusively focused on single-purpose
organizations. At the same time, most of the studies typically draw
on only a small sample of organizations, though some utilize multiple
dependent variables, including measures of efficiency and effectiveness.
Formal tests of statistical significance are used in each study, and most
implement multivariate techniques to control for the potential effects
of other relevant contextual variables. As in our study, many researchers
(Glisson and Martin, 1980; Martin and Segal, 1977; Moynihan and
Pandey, 2005; Richardson et al., 2002; Schmid, 2002; Whetten, 1978)
draw directly on or adapt one or more of the survey indices utilized in
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Table 6.1 Studies of centralization and public service performance

Study Organizations
and sample size

Dimension of
centralization

Measure of
performance

Net effect on
performance

Anderson
(1995)

National
Corporation
of Swedish
Pharmacies,
1971–90

Hierarchy of
authority

Productivity

Ashmos et al.
(1998)

52 Texan hospitals Participation in
decision-making

Staff perceptions
of output and
efficiency

–
–

Fiedler and
Gillo (1974)

55 community
college faculties in
Washington state

Participation in
decision-making

Perceptions of
teaching
performance

NS

Glisson and
Martin (1980)

30 organizations in
one US city

Hierarchy of
authority
Participation in
decision-making

Productivity
Efficiency

+
+

Holland
(1974)

1 Massachusetts
mental health
institution

Hierarchy of
authority
Participation in
decision-making

Outcomes –

Martin and
Segal (1977)

23 halfway houses
for alcoholics in
Florida

Hierarchy of
authority

Outcomes
–

Maynard-
Moody et al.
(1990)

2 community
correctional
facilities in Oregon
and Colorado

Participation in
decision-making

Perceptions of
implementation
success

–

Moynihan
and Pandey
(2005)

83 US state-level
health and human
service agencies

Hierarchy of
authority

Staff perceptions
of effectiveness

–

Schmid
(2002)

41 Israeli boarding
schools

Hierarchy of
authority

Staff perceptions
of effectiveness

Whetten
(1978)

67 New York
manpower
agencies

Participation in
decision-making

Output Staff
perceptions of
effectiveness

+
–

Wolf (1993) 44 US cabinet
agencies

Hierarchy of
authority

Bureaucratic
effectiveness

NS

Hage and Aiken’s (1967) study of the structural properties of 16 social
welfare and health agencies. In that study, Hage and Aiken developed an
index of hierarchy of authority based on five items gauging the extent to
which organization members required the approval of superiors in order
to make decisions. An index of participation in decision-making was
also constructed from four questionnaire items asking how frequently
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organization members participated in hiring and promotion decisions,
and policy and program adoption decisions.

Overall, the studies of centralization and performance in the public
sector uncover contrasting effects associated with centralized decision-
making. Schmid’s (2002) study of therapeutic boarding schools in Israel
failed to uncover statistically significant relationships between hierar-
chy of authority and performance. Nevertheless, other researchers do
find such relationships. Glisson and Martin’s (1980) study of human
service organizations in the US reveals that Hage and Aiken’s index
of centralization measuring hierarchy of authority and participation in
decision-making has a large statistically significant positive effect on
productivity, even when controlling for other aspects of organizational
‘structuring’ such as formalization. Glisson and Martin (1980) also find a
small positive effect on efficiency. However, although this study implies
that centralization may play an important role in determining the quan-
tity of organizational output, its effects may be related in a different
manner to alternative measures of service performance. For instance,
Whetten (1978) finds that participation in decision-making has a nega-
tive effect on the output of US manpower agencies, but a positive one on
staff perceptions of effectiveness. This study suggests that centralization
facilitates production-orientated goals because it reduces environmen-
tal uncertainty and provides a clear indication of the service mission to
middle managers and front-line staff. Nevertheless, increased levels of
decision participation can maximize the points of contact between ser-
vice managers and users, potentially leading to more responsive service
development.

Anderson (1995) indicates that decentralization of authority (mea-
sured using semi-structured interviews) was associated with high per-
formance in the National Corporation of Swedish Pharmacies between
1971 and 1990. Evidence from the mental health-care sector also sug-
gests decentralizing decision-making (measured using a single-survey
item) enables managers to provide clients with more individual atten-
tion leading to better clinical outcomes (Holland, 1973). Maynard-
Moody et al.’s (1990) analysis of street-level bureaucracy highlights
that program implementation in two contrasting US community cor-
rectional organizations was best where there was ‘greater street-level
influence in policy processes’ (845). They ascertain this by deriving a
measure of decision participation based on several questions assessing
the extent of influence different occupation groupings have in making
policy in community correction facilities. Other researchers too have
furnished evidence suggesting that excluding professional staff from
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decision-making is likely to result in poor quality public services (e.g.
Ashmos et al., 1998; Martin and Segal, 1977).

Research which has drawn exclusively on subjective ratings of orga-
nizational effectiveness has found little or no relationship between cen-
tralization and performance. Moynihan and Pandey (2005) uncover a
negative connection between centralization (measured using an adapted
version of the Hage and Aiken scale) and perceptions of effectiveness in
83 US human and health services. However, Wolf’s exhaustive (1993)
case survey of bureaucratic effectiveness, which coded the extent of hier-
archy of authority observed in each study on a five-point scale, found
no relationship between centralization and performance in a range of
US federal agencies. Similarly, in an earlier investigation, Fiedler and
Gillo (1974) show that decentralizing decision-making, gauged using
a single questionnaire item asking respondents about their influence
over policy decisions, had little effect on the perceived achievements
of different faculties within community colleges.

Limitations of the existing evidence on centralization and public
service performance

Despite the many merits of the studies reviewed above, their content
is nevertheless limited in a number of ways. Many of the quantitative
empirical studies utilize subjective survey-based measures of effective-
ness that may not be as robust and reliable as administrative indicators
of performance. Indeed, Dalton et al. (1980) identify this as a weak-
ness of research on structure and performance more generally. To build
confidence in the evidence on centralization and public service perfor-
mance, it is essential to draw on administrative measures that reduce
the prospect for common source bias to contaminate the findings.

At the same time, the impact of centralization on public service
outcomes rarely occurs in isolation from other relevant internal organi-
zational characteristics. In particular, configurational and contingency
theorists highlight that strategy content and process is likely to con-
stitute an important boundary condition of the structure–performance
relationship (Miles and Snow, 1978; Mintzberg, 1979). Richardson et al.
(2002), for example, show that organizational growth strengthens the
relationship between participation in decision-making and profitability
in health-care treatment centres in the US. Thus, it is conceivable that
the effects of centralization may be more likely to be felt in combina-
tion with other theoretically relevant organizational attributes. Indeed,
it is a core argument of contingency theorists that the benefits of any
given organizational characteristic will occur only in combination with



Structure, Strategy and Performance 115

other complementary characteristics. According to Miles and Snow, this
means that the relative degree of centralization within an organization
must be in alignment with the content of the strategy selected by top
management. To understand the potential benefits of centralization for
performance, it is therefore necessary to consider how and in what ways
it might interact with organizational strategy.

Hypotheses on centralization and performance

The level of centralization within an organization is a key indicator
of the strategic approach adopted to achieving effective coordination
and control. The allocation of roles and responsibilities in this way
simultaneously constrains and prescribes the behaviour of organization
members (Hall, 1982). It also performs a symbolic function indicating
that someone is ‘in charge’ (Pfeffer and Salancik, 1978). As a result,
it may reasonably be expected that the degree of centralization will
have a significant effect on the resolution of principal–agent dilem-
mas that may be a key determinant of organizational outcomes. Indeed,
some researchers contend that even modest improvements in organi-
zational structuring can generate large gains for customers, employees
and managers (see Starbuck and Nystrom, 1981). However, despite its
pervasiveness, the impact of centralization is contingent on many other
organizational characteristics, such as strategy content and processes
(Pettigrew, 1973; Pfeffer, 1981). It is therefore likely that the degree of
hierarchy of authority and participation in decision-making may have
mixed effects on performance.

On the one hand, it has been suggested that centralized decision-
making is necessary to make big bureaucracies manageable (e.g.
Goodsell, 1985; Ouchi, 1980). For example, Frederick Taylor (1911)
argued that the ‘scientific’ management of organizations was only pos-
sible where decision-making was restricted to a small cadre of planners.
On the other hand, centralization is associated with many of the dys-
functions of bureaucracy identified by public choice theorists, especially
abuses of monopoly power, rigidity and red tape (e.g. Downs, 1967;
Niskanen, 1971; Tullock, 1965). For instance, Lipsky (1980) highlights
that bureaucratic controls may lead front-line staff to devote dispro-
portionate time to finding ways to by-pass established decision-making
procedures, thereby damaging internal and external accountability.

Broadly speaking, then, the potential effects of centralization on per-
formance can be summarized in two rival positions. Proponents of
centralized decision-making suggest that it leads to better performance
by facilitating greater decision speed, providing firm direction and
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goals and establishing clear lines of hierarchical authority. All of which
may render principal–agent dilemmas redundant. By contrast, support-
ers of more participative decision-making suggest that centralization
harms performance by preventing middle managers and street-level
bureaucrats from making independent professional decisions, enshrin-
ing inflexible rules and procedures and undermining responsiveness to
changing environmental circumstances. The plausibility of both views
thus implies that centralization may have inconsistent, contradictory or
even no meaningful effects on performance. The costs and benefits of
any given structural arrangement might therefore simply cancel each
other out. This leads to the following null hypothesis:

H6.0 Centralization is unrelated to organizational performance.

Centralization and public service performance: the
moderating effects of strategy content and process

Contingency theorists argue that the best way to maximize organi-
zational effectiveness is by developing appropriate linkages between
different internal management characteristics (Doty et al., 1993). Strate-
gic choices must therefore be made about how to achieve the optimum
fit between the articulation and achievement of an organization’s goals
(Chandler, 1962). The content of those strategic choices and how they
are formulated and subsequently implemented are all likely to have an
important influence on the relationship between centralization and per-
formance. According to Miles and Snow (1978), appropriate structures
and processes hold the key to the successful pursuit of any given strat-
egy. Thus, it is necessary to ensure that a fit is established between
the internal characteristics of an organization and the strategy that is
pursued. A misalignment between structure and strategy will hinder per-
formance. As a result, organizations face not only an ‘entrepreneurial’
problem (which strategy to adopt), but also an ‘administrative’ problem
(the selection of structures that are consistent with the strategy).

Miles and Snow (1978) argue that, for defenders, ‘the solution to
the administrative problem must provide management with the ability
to control all organizational operations centrally’ (41). This is because
a defender is attempting to maximize the efficiency of internal pro-
cedures. A defender resembles a classic bureaucracy in which ‘only
top-level executives have the necessary information and the proper
vantage point to control operations that span several organizational
subunits’ (Miles and Snow 1978, 44). By contrast, the prospector’s
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administrative system ‘must be able to deploy and coordinate resources
among many decentralized units and projects rather than to plan and
control the operations of the entire organization centrally’ (Miles and
Snow 1978, 59). Decisions are therefore devolved to middle managers
and front-line staff so that they can apply their ‘expertise in many areas
without being unduly constrained by management control’ (Miles and
Snow, 1978, 62). Finally, reactors, unlike defenders or prospectors, have
no predictable organizational structure: some may be centralized while
others are decentralized. Therefore, they ‘do not possess a set of mecha-
nisms which allows them to respond consistently to their environments’
(Miles and Snow 1978, 93).

This set of arguments led Miles and Snow to suppose that prospectors
would be decentralized, while defenders would be centralized, and that
where these relationships between strategy and structure obtain a good
fit, organizations would perform well. Chandler’s (1962) analysis of
industrial enterprises, too, suggests that organizations that adapt their
structure to meet new strategic goals operate more efficiently and are
more likely to achieve their goals. Nonetheless, Miles and Snow posit
that this relationship will not hold for organizations adopting a react-
ing strategy, as reactors are unable to develop structures consistent with
their changeable strategic choices. The application of this model to the
public sector therefore leads to the following hypotheses:

H6.1 Centralization is likely to be positively related to performance
in an organization with a defender stance

H6.2 Decentralization is likely to be positively related to
performance in an organization with a prospector stance

H6.3 Neither centralization nor decentralization is related to
performance in an organization with a reactor stance.

According to contingency theories, internal characteristics, such as
structure and process, should also be in alignment to create the com-
plementary effects required to drive an organization forward. Hence,
for Miles and Snow (1978), certain contingent relationships between an
organization’s internal characteristics will prove more successful than
others to realization of an organization’s goals, and the design task for
top management is therefore to determine the most effective fit between
them. In terms of the combined effects of structure and strategy process
on performance, the contingent relationships likely to result in better
organizational functioning will reflect the kind of goals associated with
more or less centralized organizations.
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Organizational theory has long emphasized that centralized organi-
zations tend to pursue the goal of processing tasks efficiently (Weber,
1947). To do this effectively, they tend to adopt a mechanistic-type of
structure characterized by strong planning systems (Burns and Stalker,
1963). Miles and Snow (1978) highlight formal planning procedures,
systematic market analysis and target-setting are all likely to enhance
the positive effects of central control over decision-making. By contrast,
decentralized organizations tend to pursue more diffuse and broad goals
rather than focusing narrowly on efficiency or core business develop-
ment. As a result, the goals of a decentralized organization are more
likely to be realized where the processes by which decisions are made
and implemented are in a state of some flux – albeit one that is framed
by some kind of overarching strategic goal (Miles and Snow, 1978).
Decentralized organizations require ‘looser’ more organic processes to
cope better with the accumulation of diverse and potentially conflicting
views on how best to deliver services as well as on how best to accom-
modate a wider range of demands from a wider client base. This, in turn,
implies that senior and middle managers must negotiate operational
and strategic decisions on a comparatively ad hoc and informal basis
in a decentralized organization, whereas analytical exercises to deter-
mine how to execute centrally set decisions are required to maintain the
chain of command in a centralized organization. Inevitably, set against
the strategic decisions linking centralization and decentralization to spe-
cific types of strategy process, misalignment or the absence of structure
or process would be likely to result in worse organizational performance.
Thus, we anticipate that:

H6.4 Centralization is likely to be positively related to performance in
an organization with a planned strategy process

H6.5 Decentralization is likely to be positively related to performance
in an organization with an incremental strategy process

H6.6 Neither centralization nor decentralization is related to
performance in an organization with an absent strategy process.

Measuring centralization

Our measures of organizational centralization are based on variables
which evaluate both the power to make decisions and the degree of
involvement in decision-making at different levels within the sam-
ple organizations (Hage and Aiken, 1967). Four items from the survey
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of Welsh local authorities were used to measure hierarchy of author-
ity and participation in decision-making. Hierarchy of authority was
gauged by combining two items focusing on whether strategy mak-
ing was carried out by the Chief Executive Officer alone or collectively
within the senior management team. Participation in decision-making
was assessed by combining two items gauging the degree of staff
involvement in decision-making. The resulting measures of hierarchy of
authority and participation in decision-making exhibit strong Cronbach’s
Alpha internal reliability scores of 0.74 and 0.89, respectively (Nunnally,
1978). The descriptive statistics for each survey item are shown in
Table 6.2.

Statistical results

Our statistical models are presented in the following sequence: the
separate effects of our hierarchy of authority and participation in decision-
making measures are exhibited in Table 6.3. The centralization × strategy
content interaction terms are shown in Table 6.4 to illustrate when
controlling for other strategy–structure configurations whether strate-
gic stances moderate the effects of hierarchy of authority and participation
in decision-making. Following that, centralization × strategy formulation
interactions are exhibited in Table 6.5. This highlights the extent
to which the effects of centralization may be contingent upon the
approach to strategic decision-making that is generally adopted within
the sample organizations. Finally, the centralization × strategy imple-
mentation interaction terms are shown in Table 6.6. These interactions
indicate the extent to which the approach to implementing strategies
may enhance or weaken the effects of centralization.

Table 6.2 Measures of centralization

Mean Min Max s.d.

Strategy for our service is usually made by
the Chief Executive

2.23 1.00 6.00 1.19

Strategy for our service is usually made by
the Corporate Management Team

3.30 1.00 7.00 1.65

Participation in decision-making
All staff are involved in the strategy process

to some degree
4.70 1.00 7.00 1.53

Most staff have input into decisions that
directly affect them

4.79 1.67 7.00 1.34
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Table 6.3 Centralization and performance

Independent variable Slope t-score Slope t-score

Hierarchy of authority (HA) −.020 1.00
Participation in decision-making (PD) −.019 1.12
R2 .63∗∗ .68∗∗

Adjusted R2 .59∗∗ .65∗∗

N = 53

Note: Significance levels: ∗∗p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in Table 2.7.

Table 6.4 Centralization × strategy content and performance

Independent variable Slope t-score Slope t-score

HA × defending .044 2.93∗∗

HA (reversed) × prospecting .421 .97
HA × reacting .862 1.15
PD (reversed) × defending 1.721 2.15∗

PD × prospecting 1.020 2.24∗

PD × reacting .603 1.52
R2 .73∗∗ .78∗∗

Adjusted R2 .68∗∗ .74∗∗

N = 53

Note: Significance levels: ∗p ≤ 0.05; ∗∗p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in Table 2.7.

Table 6.5 Centralization × strategy formulation and performance

Independent variable Slope t-score Slope t-score

HA × rational approach .020 1.70+
HA (reversed) × incremental approach −.016 −1.25
HA × no approach .027 2.79∗∗

PD (reversed) × rational approach .004 .57
PD × incremental approach −.013 −1.79+
PD × no approach −.004 −.54
R2 .79∗∗ .74∗∗

Adjusted R2 .75∗∗ .69∗∗

N = 53

Note: Significance levels: +p ≤ 0.10; ∗∗p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in Table 2.7.
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Table 6.6 Centralization × strategy implementation and performance

Independent variable Slope t-score Slope t-score

HA × rational approach 1.177 3.02∗∗

HA (reversed) × incremental approach .555 1.16
HA × no approach .345 .85
PD (reversed) × rational approach .060 .13
PD × incremental approach −.248 −.80
PD × no approach .183 .50
R2 .92∗∗ .90∗∗

Adjusted R2 .89∗∗ .88∗∗

N = 40

Note: Significance levels: ∗∗p ≤ 0.01 (two-tailed tests).
All equations include control variables entered in the models shown in Table 2.7.

The models generally provide a very good level of statistical explana-
tion of variations in the performance of local authority services in Wales.
The average R2 is above 70 per cent and is significant at 0.01 or better.
This suggests that the models provide a sound foundation for assessing
the separate and combined effects of centralization and strategy content
and process.

Centralization and performance

The results shown in Table 6.3 support our null hypothesis for central-
ization and performance. The coefficients for hierarchy of authority and
participation in decision-making are statistically insignificant, and make
no difference to the explanatory power of the models.

The statistical results suggest that neither centralized nor decen-
tralized decision-making has an independent effect on public service
performance. As speculated earlier, it is conceivable that the supposed
costs and benefits of centralization for service performance cancel each
other out: fast decision-making may be counterbalanced by a need for
building support for decisions. The latter requirement may be especially
acute in public organizations which are held accountable by many dif-
ferent stakeholders, including politicians, service users, the media and
employees. Alternatively, it may simply be the case that the degree of
both hierarchy of authority and participation in decision-making are
unrelated to how well services perform. The actual process of service
delivery and its outcomes are not affected if an organization concen-
trates the opportunity and power to make decisions in only a few
hands or if decision-making is distributed more evenly throughout an
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organization. A further possibility is that the effects of centralization
are moderated by other critical determinants of performance, especially
organizational strategy. The introduction of centralization–strategy con-
tent interactions within the model provides strong support for this
explanation.

Centralization, strategy content and performance

The statistical results presented in Table 6.4 are consistent with Hypoth-
esis 6.1: the coefficients for ‘hierarchy of authority times defending’
and ‘participation in decision-making (inverted) times defending’ are
positive and statistically significant. However, the evidence is only par-
tially consistent with Hypothesis 6.2: the coefficient for ‘participation
in decision-making times prospecting’ is statistically significant with a
positive sign, while the coefficient for ‘hierarchy of authority (inverted)
times prospecting’ is not statistically significant. The results furnish
support for Hypothesis 6.3: the coefficients for the structure-reacting
interactions are all statistically insignificant. The findings thus pro-
vide a clear indication that centralized defenders are likely to have
high performance: the coefficients for both ‘hierarchy of authority times
defending’ and ‘participation in decision-making (inverted) times defend-
ing’ are positive and statistically significant, even when controlling for
alternative strategy–structure configurations. The models also suggest
that prospecting will improve performance if carried out in combina-
tion with a high level of decision participation, but that it makes no
difference to service achievements when combined with a low degree of
hierarchical authority. F-tests revealed that the R2 change when inter-
action terms are introduced was statistically significant at the 0.01
per cent level. This highlights that the degree of ‘fit’ between struc-
ture and strategy content is an important determinant of public service
performance.

Organizations that adopt a defending strategy enhance their perfor-
mance if they centralize authority and reduce decision participation.
Centralized decision-making can sometimes increase goal ambiguity
by enabling the enactment of frequent changes in overall strategic
direction (Pandey and Wright, 2006). However, centralization may be
conducive to maintaining stable service priorities where top manage-
ment teams adopt a defending strategy of making operations more
efficient. Whetten’s (1978) study of manpower agencies suggests that
centralization facilitates such production-orientated goals because it
reduces environmental uncertainty and furnishes a clear indication of
the service mission to middle managers and front-line staff. Indeed,
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one of our interviewees in a defending service suggested that manage-
ment and decision-making in the service had become more centralized
as the Corporate Management Board sought to respond to an increas-
ingly hostile operating environment. This had increased efficiency by
reducing the ‘inconsistencies’ sometimes associated with decentralized
decision-making, especially intra-organizational communication and
office administration costs. Centralization may also have had a posi-
tive influence on the recent introduction of performance management
and planning in Welsh local government (Boyne et al., 2002). Miles
and Snow (1978) argue that such organizational processes are key char-
acteristics of successful defenders. In another defending service, an
interviewee highlighted that the implementation of a new performance
management framework had hinged on ‘a lot of pulling together with
the director and the [authority’s] Chief Executive Officer’.

Organizations which encourage staff involvement in decision-making
provide better services if they are prospectors, but are unlikely to reap
improvements by delegating the authority to make decisions. Involving
staff in decision-making may enable senior managers to more effectively
identify opportunities for improving service delivery. Decision participa-
tion can maximize the points of contact between service managers and
users, leading to more responsive service development. Evidence from
the mental health-care sector suggests decentralizing decision-making
enables managers to provide clients with more individual attention
(Holland 1973). Similarly, Maynard-Moody et al. (1990) stress that
street-level bureaucrats ‘savvy about what works as a result of daily
interactions with clients, should have a stake in the decision-making
process’ (845). Decision participation can permit greater leeway for inde-
pendent thinking to influence strategic management. An interviewee
from a successful prospecting education service indicated that their high
performance had been partly due to increased involvement of school
head-teachers in strategic decision-making.

By contrast, the statistical results suggest that prospecting organiza-
tions are unlikely to achieve gains in performance by devolving control
over strategic decisions. It seems to make no difference (for our sample)
whether prospecting organizations have a low or high degree of hier-
archical authority. Our findings therefore suggest that participation in
decision-making may be the most influential aspect of centralization in
determining organizational outcomes. This buttresses Hage and Aiken’s
(1967) conclusion that ‘participation in decision-making seems to be the
more important dimension of the distribution of power than hierarchy
of authority’ (p. 88).
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Evidence corroborating our results for prospecting and decision par-
ticipation is provided by a number of researchers. McMahon (1976),
Richter and Tjosvold (1980) and Tannenbaum (1962) all find that
extending participation in decision-making increases organizational
effectiveness by enhancing mutual influence, motivation and satisfac-
tion. Indeed, in one prospecting service, an interviewee stated that
more decentralization meant that ‘staff morale has improved, because
there is more feedback on how they are performing’. Such affec-
tive consequences may be less evident in organizations with a low
degree of hierarchy, because middle managers and front-line staff may
simply be held individually rather than collectively responsible for
decisions. In other words, the potentially positive influence of pro-
fessionalization on organizational performance is likely to be contin-
gent on decision participation rather than the design of the chain of
command (see Hage and Aiken, 1967). The combined effect of differ-
ent aspects of decentralization and employee norms and motivation
within public organizations is an issue which merits extended empirical
investigation.

The degree of hierarchy of authority and participation in decision-
making made no difference to the performance of reacting organiza-
tions. For reactors, strategy is typically set by external circumstances.
It is therefore conceivable that the relative degree of centralization does
not influence service outcomes in reacting organizations because it has
no substantive impact on the content of their decisions. For example,
a manager in one reacting service indicated in an interview that their
decisions were essentially determined by a national strategic framework
and local political issues. In such circumstances, both senior and middle
managers have far less scope to positively influence service delivery deci-
sions. An alternative explanation is that reacting organizations simply
do not have the capacity to make authoritative decisions or encourage
meaningful participation in decision-making even if they are presented
with an opportunity to do so. In another reacting service, a manager
noted in interview that their department benefited from strong regula-
tory direction because there was ‘limited ability to recognize issues and
deal with them’. This is consistent with evidence that the development
of structures for coping with uncertainty is critical for managers seek-
ing to increase their ability to make and implement decisions (Hinings
et al., 1974).

Overall, Miles and Snow’s (1978) hypotheses on structure and strategy
content are given broad confirmation: high performance appears to be
more likely for public organizations that match their decision-making
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structure with their strategic stance. Defending organizations with a
high degree of hierarchical authority and low staff involvement in
decision-making, in particular, perform better, but prospecting organiza-
tions with high decision participation are also likely to do well. By con-
trast, hierarchy of authority and participation in decision-making make
no difference to the performance of reacting organizations. We turn now
to the interactive effects of centralization and strategy process.

Centralization, strategy processes and performance

F-tests revealed that improvement in the R2 when the structure × strategy
process interaction terms are introduced in the formulation and imple-
mentation models is statistically significant at the 0.01 per cent level.
This indicates that the degree of ‘fit’ between centralization and strat-
egy formulation and implementation adds further explanatory power
to the statistical model. However, the results presented in Tables 6.5
and 6.6 provide mixed support for each of the hypotheses. Hypothe-
sis 6.4 receives partial confirmation: the coefficients for HA × rational
approach to strategy formulation and for HA × rational approach
to strategy implementation are both positive and statistically signifi-
cant. However, the coefficients for HA (reversed) × incremental strategy
processes are not statistically significant – though the signs for the
coefficients are in the expected direction. Hypothesis 6.5 receives no
support, and is directly contradicted by the result for the coefficient for
PD × incremental implementation approach, which is statistically sig-
nificant but with a negative rather than the anticipated positive sign.
Hypothesis 6.6 is also contradicted in one instance: the coefficient for
HA × no formulation approach is positive and statistically significant.
However, each of the other three relevant coefficients is not statisti-
cally significant, thereby corroborating the expectation that an absence
of strategy process is unlikely to influence the relationship between
centralization and performance.

The findings provide some indication that centralization and strate-
gic planning may be likely to result in better performance, but that this
appears to be the case only when the power to make decisions is exer-
cised at the top of the organization rather than when staff are restricted
from participating in decision-making. In one service department con-
trolled largely by the Corporate Management Team, a manager indicated
that their success in delivering high-quality services was attributable to
‘a rolling programme of options appraisals’ that guided the formula-
tion of strategies. In another, a service manager indicated that a formal
business planning guide which ‘assists people at the lower level to
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match their business’ to service and corporate priorities had enabled
resources to be allocated more fairly to the front-line to implement new
strategies.

By contrast, decentralization and incremental processes do not seem
to complement one another in a way that results in better performance,
at least for this sample and time period. In fact, decentralization com-
bined with incremental formulation of strategies appears to result in
worse performance. One of our interviewees in a community safety
department suggested that the service had struggled to cope with a
loose organizational structure, wherein the CEO ‘tried to make man-
agers manage’. In a manner redolent of Lipsky’s (1980) arguments about
street-level bureaucracy this manager claimed that a ‘focus on people-
management, rather than case-management’, was to the detriment of
service delivery.

On balance, it seemed to be the case that the influence of relative lev-
els of centralization on performance was unlikely to be affected by an
absence of strategy process. Nevertheless, one of the benefits associated
with the exercise of authority at the top of the organizations appears to
be a greater prospect of better performance in the absence of an estab-
lished approach to the formulation of strategies. This is suggestive of
benefits associated with fast decision-making at the top of an organiza-
tion that are untrammelled by the need to provide any systematic or
negotiated account of the origins of the content of decisions. In one
service in which performance was improving, the Head of Department
was no longer involved in strategy formulation and implementation,
which had been taken over by the Corporate Management Board. This
points towards the need to examine the context behind the structure–
process relationship before drawing firm conclusions about effects on
outcomes.

Our findings on centralization, strategy and performance can be sum-
marized as follows. The first hypothesis we advance in this chapter
receives strong support: centralization has neither a positive nor a
negative independent effect on performance. Our hypotheses on the
combined effects of centralization and strategy content on performance
are also confirmed: centralization benefits defending organizations,
decentralization prospecting ones and makes no difference to those that
are reactive. However, our hypotheses on the combined effects of cen-
tralization and strategy process and performance receive more mixed
support: in combination, centralization and rational planning are, as
anticipated, associated with higher performance, but decentralization
does not elicit any benefits for organizations with a more incremental
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type of strategy process. For the most part, though, centralization is,
as expected, unrelated to performance when combined with an absent
strategy process.

Conclusions

This chapter has explored the separate and joint effects of centraliza-
tion and strategy content and process on public service performance.
The statistical results show that variations in public service performance
are unrelated to hierarchy of authority and the degree of participation
in decision-making when these variables are examined in isolation; but
that the effect of structure on performance is mediated by strategy con-
tent and (to a lesser degree) strategy formulation, even when controlling
for past performance, service expenditure and external constraints.
However, strategy implementation appears to make little difference to
the relationship between centralization and performance. As a result,
we conclude that Miles and Snow (and other contingency theorists)
offer some hope for public management scholars seeking to explain
the impact of organizational structure on service performance. However,
their arguments appear to hold only for certain combinations of inter-
nal organizational characteristics. Our findings provided strong support
for the idea that appropriate connections between structure and strategy
content make a difference to organizational success, but that this is less
likely to be so for the joint effects of structure and strategy process.

The contingent relationships between internal organizational charac-
teristics that we identify in Chapters 3–6 confirm many of the hypothe-
ses we develop based on the Miles and Snow model of organizational
strategy. In Chapter 3, we found that strategy content matters in the
ways predicted. Prospecting and defending lead to better performance
than does reacting. The findings presented in Chapters 4 5 illustrate that
strategy process rarely makes a difference to performance on its own.
Although incremental strategy implementation seems to lead to poorer
performance, it is, on the whole, only when in alignment with appro-
priate strategy content that alternative types of strategy formulation and
implementation matter to the achievements of our sample of organiza-
tions. In particular, incremental strategy processes are likely to result in
better performance for prospecting service departments. In this chapter,
we find that strategy content is again a key moderator of the impact
of another internal organizational characteristic – the relative degree
of centralization within an organization. However, only some of the
expected combined effects of structure and process on performance are
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present for our sample of organizations. This leaves open the question
of how best to align organizational structures with strategy processes,
or, even, if it is possible or desirable to seek such alignment. At the same
time, the findings we present in Chapters 3–6 raise important questions
about the relationship between the organization and its environment
that were touched upon in Chapter 2, where we identified the important
impact that the organizational environment has on performance.

To fully explore how public organizations can benefit from the pur-
suit of strategic fit, it is essential to trace the combined effects of the
environment and strategy content on performance, as well as the com-
bined effects of the environment and strategy process. Miles and Snow
(1978) suggest that organizations need to adapt their strategy content
and process to the environmental circumstances that they face. Investi-
gation of the relationship between environmental ‘fit’ and performance
will therefore provide important information on the strategic choices
that senior managers should make to enhance the effectiveness of pub-
lic service provision. Thus, in Chapter 7, we turn to the interactive
effects of the organizational environment and strategic management on
performance.



7
Strategy, Environment
and Performance

The central theoretical perspective of this book has been provided by
the contingency theory developed by Miles and Snow. According to
Miles and Snow, not only is it important to achieve alignment between
the internal characteristics of organizations, but a fit between those
characteristics and the environment is also critical to organizational
success. Miles and Snow (1978, 3) note the demands that this places
on organizations at the outset of the book: ‘For most organizations,
the dynamic process of adjusting to environmental change and uncer-
tainty – of maintaining an effective alignment with the environment
while efficiently managing internal interdependencies – is enormously
complex.’ In the introduction to the Classic Edition (as published in
the 2003 reprint, xviii) they argue that they were ‘less certain about
how consistency across strategy, structure and process contributed to
firm success. Eventually, we decided that the concept of fit could be
used to explain the dynamics of organizational adaptation and effec-
tiveness.’ In view of the need for fit, in Chapters 4–6, we examined how
strategy interacts with key internal characteristics to influence perfor-
mance. In this chapter, we explore how strategy content, formulation
and implementation interact with the technical and institutional envi-
ronment confronted by public organizations to affect organizational
outcomes. More precisely we examine how the independent effects of
strategy are moderated by environmental forces, by strengthening or
weakening them.

The technical environment faced by public organizations is widely
recognized to be a major influence on their subsequent performance.
Indeed, in Chapter 2 we uncovered strong statistical relationships
between the relative munificence and dynamism faced by our sample
organizations and their service achievements. The allocation of financial
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resources to public service providers in developed countries by political
principals often compensates them for the difficulty of their operating
circumstances. For example, in the UK, local governments receive large
block grants from central government that reflect judgements about
the level of need amongst the population that they serve. However,
despite an acknowledgement of variations in the challenges posed by
the technical environment, political principals still tend to expect that
public organizations can adapt to their environment in ways that are
more or less conducive to better social outcomes. In this respect, con-
tingency theory may hold the key to understanding successful strategic
adaptation in the public sector.

In addition to adapting to the demands of the technical environment,
public organizations arguably face greater pressure to address external
institutional forces than their private sector counterparts (Rainey, 2010).
The institutional environment confronted by public service providers
has seen major change over recent years. From large-scale restructur-
ing inspired by New Public Management thinking in the 1990s through
to an emphasis on network forms of organization and public gover-
nance in more recent times, public agencies have been subject to an
array of reforms promoting new models of service delivery. One of the
more important developments, and the topic examined in this chapter,
has been changes in the style and content of the regulation faced by
public service providers. Regulation was initially used as a tool to mon-
itor marketized services. However, the policy premise at the time of our
empirical work, in the early 2000s, was that regulation in general, and
inspection in particular, can place pressures on organizations to deliver
services more efficiently and effectively. Critically, it is widely acknowl-
edged that the service improvement approach to regulation will only
work where the relationship between regulator and regulatee is a pro-
ductive and cooperative one and where there is genuine commitment
to managing services better (see Martin, 2010). As a result, great pres-
sure has been placed upon public organizations to adopt strategies and
processes that can enable them to effectively adapt to the environment
in which they operate.

In this chapter, we explore empirically the links between the technical
and institutional environment, strategic management and performance.
To what extent is performance affected positively by the combination of
particular internal and external variables? Do certain strategies and envi-
ronments reinforce or counteract each other? We seek to answer these
questions in a number of stages. In the first part of this chapter, we
present theoretical arguments from the field of contingency theory on
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why the joint effects of organizational strategy and environment might
be expected to influence organizational performance. We then go on
to develop hypotheses specifically addressing the joint impact of strat-
egy content and process and technical and institutional environments
on public service performance. In the third part, we present and inter-
pret the results of a series of statistical tests examining the relationships
between strategy, environment and performance. Finally, we draw con-
clusions on the implications of our findings for strategic management
in the public sector.

Strategy, technical environment and performance

The strategy–environment fit is an important element in the Miles and
Snow model. However, it receives comparatively less attention in their
work than the alignment of internal structures and processes with strate-
gic choices. Nevertheless, it is clear that Miles and Snow believe that
organizations have the discretion to adopt the strategy that is best
suited to the technical circumstances that they face. Whilst in prin-
ciple any given organizational strategy may be more likely to succeed
where there are fewer environmental challenges to be overcome, Miles
and Snow provide a firm indication of the circumstances in which
one might expect prospecting and defending to flourish best. In this
they follow Burns and Stalker’s (1961) classic arguments about the con-
tingent nature of the relationship between the organization and its
environment.

Burns and Stalker suggest organic organizational structures are
required in a complex, uncertain and changing environment, whereas
mechanistic structures perform better in a simple, predictable and stable
environment. Thus, in Miles and Snow’s view, prospecting should work
best in a challenging environment, while defending should be espe-
cially effective in one that is beset with fewer difficulties. At the same
time, Miles and Snow’s arguments suggest that reacting will not be con-
sistently linked to any set of external circumstances, since reactors ‘do
not possess a set of mechanisms which allows them to respond con-
sistently to their environments over time’ (Miles and Snow, 1978, 93).
The theoretical rationale for these arguments enables us to develop a
set of testable hypotheses regarding the moderating effects of each of
the three dimensions of the technical environment that we identified
earlier on the relationship between strategy and performance. We now
outline these hypotheses, beginning with the likely moderating effects
of munificence on strategic management.
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Chapter 2 sets out how a munificent environment is one that is char-
acterized by the relative abundance of critical resources needed for an
organization to perform its core tasks at an optimum level of effective-
ness. It is, thus, generally regarded by management researchers to be a
critical aspect of the technical environment in which organizations and
managers operate (see, for instance, Castrogiovanni, 1991). An organi-
zation that is able to appropriate more slack resources from its external
environment in order to achieve its goals operates in a context that
offers fewer problems for effective strategic management. We expect,
therefore, that, at a minimum, in munificent resource-rich settings the
time and money required to guarantee the success of any given organi-
zational strategy or approach to formulating and implementing strategy
will be less than in more straitened circumstances. That is, that greater
slack within the technical environment permits organizations to allo-
cate a higher level of resource to the pursuit of whatever strategy content
or process is selected by managers. This expectation leads to our first
hypothesis:

H7.1 Munificence strengthens positive relationships between
strategy content and process and performance.

Turning to Dess and Beard’s (1984) second dimension of the environ-
ment, complexity, we can begin to sketch out more fully the likely
shape of the contingent environment-strategy effects on performance.
Adapting to environmental complexity requires that organizations seek
to meet the diverse range of service needs and demands that are
placed on them by their clientele. Public organizations are typically
expected to accomplish this in an effective, efficient and equitable
manner. Although public bureaucracies once sought to provide one-
size-fits-all solutions to the diverse client groups whom they served,
it is increasingly recognized that organizations should now seek to
explore a multitude of alternative service delivery approaches in order
to meet the very specific requirements of different groups. This is espe-
cially so, for example, in providing services to groups which are hard-
to-reach, economically disadvantaged or socially excluded. This implies
that organizations that continually strive to find new and better ways of
providing services rather than stick to an established ‘tried and tested’
approach may be better able to adapt to myriad client needs or to
the challenges posed by client dispersion. By contrast, those that per-
sist with a narrow focus on what worked in the past may fall victim
to the perils of threat-rigidity and become increasingly unable to cope
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with the demands of a heterogeneous or dispersed client population.
Organizations with a reactive strategy are likely to fare no worse or
better under conditions of complexity because any potential benefits
of waiting for signals from the environment rather than persisting with
a bad strategy may be outweighed by the continued absence of a clear
strategic approach to managing the environment. Therefore, our second
hypothesis is that:

H7.2 Complexity strengthens the relationship between
prospecting and performance and weakens the relationship
between defending and performance, but does not alter the
relationship between reacting and performance.

In addition to representing an important influence on the likely effects
of strategy content on performance, the relative degree of environmen-
tal complexity may also have a distinctive impact on the relationship
between strategy process and performance. As noted above, contin-
gency theory suggests that the adoption of more ‘organic’ organizational
characteristics is likely to enhance responsiveness to environmental
complexity and change. Thus, for example, Mintzberg (1979) suggests
that complex environmental pressures tend to give rise to ‘adhocra-
cies’ – organizations that adopt fluid or informal planning processes
which permit more nuanced context-sensitive and adaptive decision-
making rather than the tightly defined and prescribed approaches to
making strategic decisions characteristic of large ‘machine bureaucra-
cies’. Within the context of the Miles and Snow model this indicates
that incremental processes of strategy formulation and implementation
may prove to be particularly successful for organizations confronting a
high degree of environmental complexity. By contrast, the adoption of
rational planning may constrain the options available to organizations
for responding to the need to understand and accommodate myriad
client needs and demands within strategic decision-making. An absence
of a distinctive approach to strategy processes may again be expected to
make little positive or negative contribution to the ability of an organi-
zation to manage a complex environment. Hence, we anticipate that:

H7.3 Complexity strengthens the relationship between
incremental processes and performance and weakens the
relationship between rational planning and performance,
but does not alter the relationship between process absence
and performance.
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The relative instability and unpredictability of the technical environ-
ment is likely to have a similar interactive impact on the performance
effects of strategy content as environmental complexity. The more flex-
ible the strategic orientation of an organization, the more likely that
it will be able to respond effectively to any sudden changes in the cir-
cumstances that it faces. By contrast, if the technical environment is
predictable, then there is no need to expend resources of time and
money in seeking to adapt to new or complicated challenges as the
needs and demands of clients are stable and well-known. Organizations
with a reactive strategic orientation will be blown this way and that by
environmental change in ways that may unwittingly enhance or harm
performance but rarely in a manner from which useful practical lessons
can be drawn. Thus, we expect that:

H7.4 Dynamism strengthens the relationship between prospecting
and performance and disrupts the relationship between
defending and performance, but does not alter the
relationship between reacting and performance.

In a similar vein, the combined effect of environmental dynamism
and ad hoc processes of strategy formulation and implementation on
performance is likely to be positive. Fluid processes permit organiza-
tions to alter, amend and adjust the way strategic decisions are made
and implemented as new information about the changing needs and
demands of clients emerges. In contradistinction, the combined effect
of dynamism and rigid planning processes is likely a negative one
because the existence of highly formal processes of strategy formulation
and implementation inevitably constrain the ability of organizations to
change track in the face of large or unexpected environmental shifts.
An absence of a consistent approach to strategy process may again
have both costs and benefits in such circumstances, but will likely
offer little prospect of being susceptible to the evaluation that might
guide subsequent managerial interventions. As a result, we hypothesize
that:

H7.5 Dynamism strengthens the relationship between incremental
processes and performance and weakens the relationship
between rational planning and performance, but does
not alter the relationship between process absence and
performance.
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Strategy, institutional environment and performance

In Chapter 3, we found no evidence for the impact of the institu-
tional environment on organizational performance. Neither the extent
of inspection nor whether regulation was perceived as supportive was
statistically associated with the effectiveness of local services. It is con-
ceivable though that inspection and regulation have no separate effects
on service standards but have joint effects with strategy. In particular,
external intervention in service provision may interact with organi-
zational strategy, and weaken or reinforce its impact on performance.
Although a few studies have examined the impact of regulation on per-
formance in the private sector, none has considered the combined effect
of regulation and strategy on performance. Some studies consider the
impact of the regulatory environment on performance but omit the
impact of organizational strategy (Gruca and Nath, 1994; Wade et al.,
1998), and others examine the impact of strategy in a regulated envi-
ronment, but treat regulatory pressures as constant across all the orga-
nizations in their sample (Fox-Wolfgram et al., 1998; Ramaswamy et al.,
1994). Thus, new hypotheses on the moderating effect of regulation on
the relationship between strategy and performance must be developed.

We draw upon the literature that applies cybernetic theory to pro-
cesses of organizational control in the public sector to illustrate the
likely impact of regulation on strategy and performance (Boyne et al.,
2002; Dunsire, 1978; Hood et al., 1999). Cybernetic theory posits that
regulation (or in this case the subsection of regulation that is inspec-
tion) is a tripartite process that involves setting standards, gathering
information on attainment against these standards in organizations in
the target population and effecting change and modifying behaviour if
standards are not met. An organization that is subject to inspection has
to understand the standards that it is going to be required to attain,
have systematic information on these standards and comply with the
recommendations that emerge from the inspection visit.

Inspection regimes are focused on achieving organizational improve-
ments. However, there are a number of factors that may influence
the inspection outcome and the impact on the inspectees. Boyne
et al. (2002) summarize these to include aspect of the inspection
regime (the technical and managerial skills of the inspectors, the clar-
ity of the standards, the quality of the data supporting the inspection
event and relationship between the inspectors and inspectees) and
potential problems of the inspection process (e.g. resistance, ritualistic
compliance, capture and performance ambiguity). The complexities of
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an inspection visit, together with the range of potential problems that
can arise from the process suggest that an inspection event is inevitably
disruptive for an organization. Effort is displaced from implementing
the existing strategy to preparing for the inspection visit (e.g., writ-
ing documents and collating data, and managing impressions rather
than managing services). Moreover, in the aftermath of the inspection,
resources must be devoted to responding to inspectors’ recommenda-
tions to effect change, and to altering service delivery in a way that at
least appears to comply with their requests.

In short, we argue that inspection is likely to destabilize the link
between all aspects of organizational strategy and performance. Where
a particular strategy is a force for good (see Chapter 4 e.g.), then inspec-
tion events will have a detrimental impact on performance because
they add to the costs associated with realizing the content of that strat-
egy. At the same time, where a particular strategy is already harmful
to performance, inspection will only serve to compound this perfor-
mance trajectory – inspection alone cannot suffice to mitigate the
negative effects of a bad strategy, because it is only when that strategy is
abandoned that a change in performance can be anticipated.

Given the evidence we have presented thus far, we anticipated the
following relationships. For strategy content the positive effects of
prospecting and defending will be (at least partly) reversed by inspec-
tion, whereas organizations displaying high levels of reacting will
continue to be poor performers. We argue this because the standards
associated with an inspection may not relate to the goals of a prospector
or defender – they may not be in keeping with the innovative strate-
gies of a prospector or could be at odds with the core business of a
defender – thereby requiring them to divert their attention away from
activities which are, in theory, most conducive to higher organizational
performance.

In relation to the strategy processes of formulation and implemen-
tation the relationship might be expected to be more complex. Where
there is an absence of strategy formulation processes, inspection will
compound poor performance. Similarly, for organizations with incre-
mental processes the disruption arising from an inspection will likely
add to the costs of strategy making because the process of negotiation
with stakeholders will have to incorporate the interests of a new and
extremely powerful set of actors. By contrast, it is possible that rational
processes will work well with inspection.

As noted above (and in Chapter 3), inspection events prompt a review
of progress to date and turn an organization’s attention to new horizons.
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In drawing upon a formal assessment of existing performance and
future needs, inspection events can be synchronized with other tools of
rational planning already being used within organizations, such as cost–
benefit analysis, action plans and targets. It is therefore possible that in
this case inspection may strengthen the relationship between process
and performance. It is, however, important to note that in Chapter 4
we did not uncover any support for our hypothesis that rational plan-
ning increases performance. We, therefore, suggest that the relationship
between rational planning and performance is moderated by inspec-
tion, because inspection works as a mechanism to formally identify key
deficiencies and propel an organization towards higher levels of perfor-
mance. These arguments apply in the case of both strategy formulation
and implementation. Thus we hypothesize that:

H7.6 Inspection weakens the relationship between strategy (content,
process and implementation) and performance, except in
the case of rational planning where the relationship will be
strengthened.

We have mounted a case that the institutional environment, as experi-
enced through the process of inspection is more likely than not to have
a detrimental effect on performance. However, given that regulatory
regimes typically require blanket coverage of all relevant organizations,
there are likely to be substantial variations in the way an inspection
is conducted and perceived by those being inspected. In Chapter 3,
we rehearsed some arguments on why this was so, notably that any
potential inspection problems are reduced by stronger co-production of
inspection outcomes. In this chapter, we move on to suggest that the
extent to which regulation is perceived to be supportive is also likely
to affect the relationship between strategy and organizational success.
More specifically, supportive regulation may help public managers to
pursue their preferred strategy more effectively.

To illustrate this proposition, we take the example of organizations
characterized by reacting and strategy absence. A reactor takes its
cues from the external organizational environment. Since processes of
inspection and oversight are now a key feature of the environment
faced by public organizations, those with a reactor strategy are likely to
be especially responsive to the recommendations of regulators. Added
to that, the experience of a supportive inspection event is likely to
make it even easier for reacting organizations to move forward in ways
that are conducive to better performance. Further, within the context
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of an improvement-focused regulatory regime, reactors may continue
to receive additional signals which enable them to be steered towards
enhanced outcomes.

By contrast, regulation that is viewed as unsupportive by service
managers is likely to undermine their attempts to make organizational
strategies work. The level of support in the institutional environment
is likely to be important for the group of public organizations that are
examined in this book because of the extent of inspection in the early
twenty-first century in Wales. All public services, therefore including
those in this study, were subject to inspection. For example, schools
were regulated by Estyn, social service departments by the Social Services
Inspectorate for Wales, benefits and revenues by Benefits and Revenues
Inspection Service, and all services not included by a dedicated regula-
tory came under the auspices of the Audit Commission in Wales. Thus,
if a service displaying a defender or prospector strategy feels that the
institutional environment is not supporting their particular approach,
it is likely to be harmful to organizational performance. Our seventh
hypothesis is, therefore:

H7.7 Supportive regulation shifts the relationship between strategy
(content, process and implementation) and performance in a
positive direction.

Statistical results

The results for the statistical tests of the impact of strategy and the tech-
nical and institutional environment on public service performance are
now described. The measures of strategy content and processes were
discussed in Chapters 3 and 4 and those of the technical and institu-
tional environment in Chapter 2. We commence our discussion with
the technical environment.

Strategy, technical environment and performance

The results of the statistical data testing the relationship between the
organizational strategy, the technical environment and performance
are presented in Tables 7.1–7.3. Table 7.1 presents evidence on the
moderating effects of the technical environment on the relationship
between strategy content and performance. Table 7.2 illustrates the
moderating effects of the environment on the strategy formulation–
performance relationship, and Table 7.3 shows those for the strat-
egy implementation–performance relationship. The statistical results
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Table 7.1 Strategy content (SC) × technical environment and performance

Independent
variable

Prospecting Defending Reacting

Slope t-score Slope t-score Slope t-score

SC × munificence .0116 1.39 .0124 1.50 −.0363 −3.31∗∗

SC × complexity −.0223 −2.17∗ −.01900 −1.96+ .0038 .30
SC × dynamism 0.0004 .14 −.0003 −.13 −.0043 −1.85+
R2 0.70∗∗ .77∗∗ .70∗∗

Adjusted R2 .61∗∗ .71∗∗ .62∗∗

N = 51

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.

Table 7.2 Strategy formulation (SF) × technical environment and performance

Independent
variable

Planning Incrementalism Absence

Slope t-score Slope t-score Slope t-score

SF × munificence −.0095 −.91 .0055 .57 −.0062 −.70
SF × complexity .0050 .38 −.0119 −1.17 .0032 .24
SF × dynamism .0059 1.85+ .0026 1.24 −.0035 −1.22
R2 .67∗∗ .67∗∗ .67∗∗

Adjusted R2 .57∗∗ .58∗∗ .58∗∗

N = 50

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.

Table 7.3 Strategy implementation (SI) × technical environment and perfor-
mance

Independent
variable

Planned Incremental Absence

Slope t-score Slope t-score Slope t-score

SI × munificence −4.4325 −2.09∗ −8.3049 −3.45∗∗ 9.1813 4.05∗∗

SI × complexity 3.9209 1.17 8.1959 2.20∗ −9.6960 −2.91∗∗

SI × dynamism .3086 .34 1.1164 2.09∗ −1.0149 −1.85+
R2 .54∗∗ .63∗∗ .62∗∗

Adjusted R2 .35∗∗ .49∗∗ .47∗∗

N = 40

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.
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presented in these three tables offer very limited support for Hypothe-
ses 7.1–7.5; indeed the balance of evidence leads us to reject these
hypotheses.

Hypothesis 7.1 suggested that there would be a positive relationship
between munificence and any strategy approach. Of the nine coeffi-
cients presented in Tables 7.1–7.3 that test this hypothesis, only one is
positive and statistically significant: this is for strategy implementation
absence × munificence. The coefficients do not attain significance in
the strategy formulation model (Table 7.2), nor for the strategy content
characteristics of prospecting or defending. However, the coefficients are
negative and significant on three occasions: in relation to reacting and
planned and incremental approaches to implementation.

Hypotheses 7.2 and 7.3 examined the relationships between com-
plexity and organizational strategy. Hypothesis 7.2 dealt with strategy
content, and the data offer mixed support (Table 7.1). The proposi-
tion that complexity weakens the relationship between defending and
performance was supported by the results (though at the lower 10 per-
cent level of significance). The coefficient for reacting × complexity did
not achieve statistical significance, thereby supporting the hypothe-
sis that complexity does not alter the relationship. The coefficient for
prospecting × complexity did achieve statistical significance. However
the direction of the coefficient was not as predicated, it was negative
and thereby contradicts Hypothesis 7.2.

Hypothesis 7.3 focused on the interaction between complexity
and strategy processes of formulation and implementation. Table 7.2
presents the results for strategy formulation. None of the coefficients
in this table attained statistical significance. The hypothesis is rejected
for planning and incremental formulation, however non-significance
was predicted for complexity × formulation process of absence so this
aspect of the hypothesis is upheld. Table 7.3 offers mixed, and somewhat
complex, results again. One part of the hypothesis is supported, that
pertaining to incremental formulation processes – here the coefficient
was positive and significant. While no support was offered for planned
implementation, as the coefficient was not significant, the hypothesis
is rejected for complexity × strategy formulation absence because the
coefficient is statistically significant and negative.

Hypothesis 7.4, on the interaction between dynamism and strategy
context, is rejected outright (Table 7.1). None of the results are as antici-
pated. The coefficient for prospecting is not significant yet was predicted
to be positive, while the coefficient for defending which was anticipated
to be positive does not attain statistical significance. A non-significant
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result was argued for in relation to reacting, whereas the coefficient in
Table 7.1 is negative and significant. Two of the six coefficients provide
support for Hypothesis 7.5, two are contrary to the hypothesis and two
are not significant (Tables 7.2 and 7.3). The coefficient for dynamism ×
strategy formulation absence is not significant and does not alter the
relationship between absence and performance as predicted in Hypoth-
esis 7.5. Incremental implementation processes are shown to have a
positive impact on performance when interacted with dynamism, and
thereby also support Hypothesis 7.5 (Table 7.3). A negative and statisti-
cally significant result is found for an implementation absence (where
a non-significant result was expected), and the coefficient for planning
formulation was positive and significant (rather than negative). While
both these results were recorded at the lower 10-per cent level of statis-
tical significance, they reject the hypothesis. Finally, the coefficients for
incremental formulation and planned implementation were not signifi-
cant. Overall, these are, again, weak results suggesting that the predicted
environmental contingencies do not hold up in this data set.

The strongest finding to emerge from this analysis is that reacting is
not a good strategy in munificent or dynamic environments, but is unaf-
fected by the challenges posed by a complex environment. By contrast,
environmental complexity appears to pose problems for prospecting
and defending organizations. Whereas both types of strategy exhibit a
positive relationship with performance (see Chapter 3), they appear to
result in worse performance when pursued in a complex environment.

In general, the various strategy formulation–technical environment
combinations make no difference to performance. The same cannot be
said of strategy implementation approaches. While the relationships
here are complicated, they do suggest that in a munificent environ-
ment having no clear approach may be an advantage, however no
clear implementation approach is not an advantage when the environ-
ment is complex and dynamic. For example, organizations that display
incremental strategy implementation approaches appear to struggle in
munificent environments, perhaps because there is no need to expend
time and resources in building stakeholder support for strategic and
operational responses within such a favourable context, but, as contin-
gency theory suggests, such processes thrive in those that are complex
and dynamic. By contrast, a planned approach to strategy implemen-
tation appears likely to result in worse performance in a munificence
environment – though the same finding is not observed for planned
strategy formulation, and makes no difference in complex or dynamic
environments. It is possible that in a munificent environment it simply
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matters less how middle managers and front-line staff choose to imple-
ment strategic choices. The benefits of adopting a rational approach
to implementation are, in effect, not great enough to strengthen the
already great advantages of operating in a munificent environment.
At the same time, the costs associated with a rational implementation
approach, such as the increased resources required to run pilot schemes,
draft and update suitable action plans, and carry out continual perfor-
mance management and monitoring, may be so great as to overturn any
possible performance gains.

Institutional environment, strategy and performance

The results for the regressions of the institutional environment on strat-
egy and performance are presented in Tables 7.4–7.6. Table 7.4 tests for
interactions between regulation and strategy content, Table 7.5 for strat-
egy formulation and Table 7.6 for strategy implementation. Hypothesis
7.6 is tested by the inspection × strategy interaction and Hypothesis 7.7
by the regulatory support × strategy interaction in each of the three
tables. On balance, the evidence presented in Tables 7.4 through 7.6
provides lacklustre support for Hypotheses 7.6 and 7.7, respectively.

Hypothesis 7.6 predicted that inspection would weaken the rela-
tionship between strategy content and strategy implementation and
performance and strengthen it in the case of rational planning.
The coefficients in Table 7.4 offer support for this moderated rela-
tionship in relation to prospecting and reacting. The coefficient for
prospecting × extent of inspection has a statistically significant nega-
tive sign, and the coefficient for reacting × extent of inspection also
has a negative sign (at the lower significance level of 10 per cent).
Thus both prospectors and reactors that are inspected perform worse

Table 7.4 Strategy content (SC) × institutional environment and performance

Independent
variable

Prospecting Defending Reacting

Slope t-score Slope t-score Slope t-score

SC × inspection −.0344 −3.13∗∗ .0035 .27 −.0294+ −1.78+
SC × regulatory

support
.0110 2.29∗ .0046 1.12 .0156 2.60∗

R2 .79∗∗ .72∗∗ .68∗∗

Adjusted R2 .74∗∗ .66∗∗ .61∗∗

N = 51

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.
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Table 7.5 Strategy formulation × institutional environment and performance

Independent
variable

Planning Incrementalism Absence

Slope t-score Slope t-score Slope t-score

Inspection ×
formulation
approach

.0353 1.91+ .0184 1.34 .0084 .62

Regulatory
support ×
formulation
approach

−.0164 −2.12∗ −.0101 −1.85+ .0058 .87

R2 .73∗∗ .76∗∗ .69∗∗

Adjusted R2 .67∗∗ 70∗∗ .62∗∗

N = 50

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.

Table 7.6 Strategy implementation × institutional environment and perfor-
mance

Independent
variable

Planned Incremental Absence

Slope t-score Slope t-score Slope t-score

Inspection ×
implementation
approach

2.1963 .66 −3.1491 −.79 −.0726 –.02

Regulatory
support ×
implementation
approach

−1.7552 −1.13 1.4250 1.08 −.2106 –.13

R2 .54∗∗ .53∗∗ .52∗∗

Adjusted R2 .40∗∗ .39∗∗ .37∗∗

N = 40

Note: Significance levels: +p ≤ 0.10; ∗p ≤ 0.05; ∗∗p ≤ 0.01.
All equations include control variables entered in the models shown in Table 2.7.

than their counterparts who are not inspected. However, full support
for Hypothesis 7.6 is not found because the coefficient for defend-
ing × inspection does not have the expected negative sign and is not
statistically significant.

Inspection of the interactions in Tables 7.5 and 7.6 indicates no fur-
ther overall support for Hypothesis 7.6 – five of the six coefficients
do not reach statistical significance. The only coefficient to achieve
significance (at the lower level of p < 0.1) is for inspection × planning
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formulation. In this case, the sign is positive indicating that inspection
assists with performance as was anticipated. Thus, the derivation of ben-
efits from rational processes involving the systematic examination of
goals, collection of performance data and the availability of alternative
strategic choices is assisted by inspection.

A similar pattern is of results is uncovered in relation to the findings
for Hypothesis 7.7 as was for Hypothesis 7.6. The results for regula-
tory support × strategy content offer some support for the hypothesis,
whereas those for strategy formulation and strategy implementation do
not. The coefficients in Table 7.4 confirm that supportive regulation
has a positive effect on the relationship between strategy and perfor-
mance: there are statistically significant positive signs for prospecting ×
supportive regulation and reacting × supportive regulation. As expected,
supportive regulation adds a positive twist to these strategies, and
produces stronger effects than prospecting and reacting alone would
otherwise achieve. By contrast, the results for defending × supportive
regulation offer no support for Hypothesis 7.7: the coefficient while
positive does not attain statistical significance. The evidence presented
in Table 7.5 on the relationship between regulatory support × strategy
formulation does not confirm or disconfirm Hypothesis 7.7 in the case
of strategy absence, while the coefficient is positive, it does not reach
levels of statistical significance. However, the findings for regulatory sup-
port × planning formulation and regulatory support × incrementalism
formulation are statistically significant and negative. These findings
reject the case made for the positive impact of regulatory support
on performance. Statistical significance is not recorded for any of the
coefficients in Table 7.6 that examines strategy implementation.

We now turn to a discussion of these results by strategy approach. The
evidence on strategy content suggests that prospecting organizations
which are subject to inspection are likely to perform worse than they
would in the absence of inspection, but that those experiencing sup-
portive regulation are likely to perform better. Formal inspection may
hamper innovative organizations as they are required to focus on
preparing for and responding to the rigours of the regulatory process,
thereby diverting attention from service development. To achieve high
performance, it is likely to be necessary for prospectors to explore less
well-travelled ‘improvement journeys’. A manager in one prospecting
service indicated in interview that: ‘I’m clear what’s expected of me and
I’m left to manage. Authority is delegated to me to achieve what we
set out to achieve.’ Regulators may need to adopt a more laissez-faire
approach to ensure such prospecting behaviour can be carried out with
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conviction; indeed, most UK regulatory regimes during the early 2000s
acknowledge that ‘freedoms and flexibilities’ should be accorded to the
best performing public organizations. Our evidence suggests that those
with a strong prospecting orientation are likely to fall into this cate-
gory, and that inspection events may be counterproductive for them.
However, we also argued that improvement-orientated regulation that
is perceived to be supportive could contribute towards better outcomes,
potentially reinforcing the positive effect of prospecting on perfor-
mance. For prospectors, improvement-orientated regulation is likely to
consist of general advice about how to innovate successfully, rather than
the intense scrutiny of a potentially hostile and disruptive site visit.

The relationship between regulation, strategy and performance for
reacting organizations mirrors that of prospecting organizations. This
suggests that reactors perform better when they are subject to regu-
lation that complements their existing strategic orientation, but that
formal inspection is likely to harm their performance. Detailed inspec-
tors’ recommendations may excessively constrain the ability of reactors
to respond effectively to pressures from other external agencies. By con-
trast, if they receive less direct and forceful instructions from a single
regulatory body, reactors can continue to change services in accordance
with each new challenge to their existing provision. For example, a
manager in one reactive service highlighted in interview that it was nec-
essary: ‘. . . to plan for political issues as and when they arise . . .’, and as a
result, decisions were often ‘. . . made at the last minute . . .’. This strategic
style is unlikely to be acceptable to inspectors who are looking for evi-
dence of formal planning and corporate control (Andrews et al., 2003),
but may be seen as a positive action by an organization to requests made
by regulators that are more distant than inspectors.

Defending organizations perform no better or worse as a result of
inspection; nor does the perceived supportiveness of regulators influ-
ence the impact of a defending stance on performance. The relationship
between defending and performance may be impervious to the effects
of regulation because this strategic stance is characterized by a commit-
ment to the status quo. One manager of a defending service indicated
in interview that their organization no longer required dedicated strat-
egy staff, as their strategy had been set by the Corporate Management
Board. It is possible that neither formal inspection nor informal regu-
latory pressure affect the strategic choices of defending services, which
appear to be insulated from these external pressures. Defenders may also
be particularly adept at efficiently processing and accommodating the
burden of compliance with regulation.
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The main effect of regulation, from these results, would appear to
be on strategy content and not strategy processes. In particular, there
appears to be no statistical relationship between inspection and regu-
latory support and strategy implementation. This may be because the
implementation style of the organization is a feature of its relatively
enduring administrative culture. If implementation style is ‘the way we
do things round here’, then it may be fairly difficult for inspection or
supportive regulation to influence it.

For strategy formulation a weak relationship, as anticipated, is found
for the positive impact of inspection on rational planning, but no such
results emerge for the interactions with regulatory support. This may
be a function of where inspection and regulation are targeted. The
growth of regulation in UK public services during the period under
discussion was, as we noted earlier in this chapter, focused on service
improvement – regulation prior to this was often aimed at control-
ling quasi-markets. If the focus is upon delivering better outcomes, it
is perhaps feasible to see the main effects in strategy content, that is
organizational action to achieve desired goals, rather than the processes
through which strategic decisions are made (Hart, 1992).

Conclusion

In this chapter, we have explored the joint effects of the external envi-
ronment and organizational strategy on public service performance.
This is, as far as we are aware, the first analysis of these important
issues that has been undertaken. Our main findings are as follows.
First, the technical environment made some difference to the strategy–
performance relationships that we uncover. Statistically significant
interaction effects were observed for the majority of the environment–
implementation relationships, but fewer were detected for either strat-
egy content or formulation. Second, the institutional environment
also has some effects on the relationship between strategy and perfor-
mance. In particular, inspection events weaken the positive effect of
prospecting. Indeed, our evidence suggests that both prospectors and
reactors perform better in the absence of inspection, and that the impact
of defending is neither helped nor hindered by an inspection visit.
By contrast, regulation that is viewed as supportive by service managers
is likely to reinforce the effectiveness of a successful strategy, and to shift
a neutral strategy in a positive direction. In other words, if the regula-
tory regime is seen as helpful, then the impact of local strategies for
service improvement is enhanced. The results of the tests we carried out
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Table 7.7 Moderating effects of the environment on the strategy–performance
relationship

Technical environment Institutional environment

Munificence Complexity Dynamism Inspection
event

Regulatory
support

Content
Prospecting – – +
Defending –
Reacting – – – +

Formulation
Planned + + –
Incremental –
Absence

Implementation
Planned –
Incremental – + +
Absence + – –

Note: + = positive and statistically significant; − = negative and statistically significant; empty
space = not statistically significant.

examining the moderating effects of the environment on the strategy–
performance relationship are summarized below in Table 7.7. The table
highlights that for the most part we did not identify the anticipated
moderating effects.

The empirical results presented in this chapter indicate that achiev-
ing a hypothetical fit between an organization’s strategy and the
munificence, complexity and dynamism in the operating circumstances
that it faces appears to make a difference to performance in only
very specific circumstances. Indeed, on those occasions that a mod-
erating effect is observed, it often runs counter to that hypothesized.
Unexpectedly, then, this implies that the insights of Miles and Snow
(and contingency theory more widely) may not be entirely relevant
to public organizations seeking to adapt to their technical environ-
ment. It is also suggestive of the need for alternative propositions to
be developed regarding effective strategic responses to environmental
munificence, complexity and dynamism in the public sector. At the
same time, our statistical results suggest that, on the whole, the insti-
tutional environment (that aspect of the external context which is
especially distinctive to the public sector) makes little impression on
the strategy–performance relationship. Thus, our evidence highlights
that much more work in other organizational settings and countries
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is required to establish whether all of the elements of the Miles and
Snow model are truly applicable to public organizations. In providing
a thoroughgoing application of this comprehensive theory of organiza-
tional strategy, we have though furnished a strong template for future
studies that seek to understand strategic management and public service
performance.



8
Conclusions

The idea that public organizations perform better if they adopt the
‘right’ strategy is prevalent in generic management theory, public man-
agement literature, policy debates, governmental reforms and popular
culture. Various stakeholders and pressure groups, depending on their
ideological position and policy priorities, exhort public organizations to
follow different strategies: to be more innovative, ‘stick to the knitting’
and focus on efficiency, or react more directly to the external demands
placed upon them by government agencies. Similarly, public managers
are sometimes pressed to develop and implement strategies in a rational
manner and follow processes that rely on planning and data, whereas at
other times they are asked to be more flexible and intuitive, and pay less
attention to technical procedures and more attention to organizational
politics.

Are any of these strategic stances and strategy processes better than
the others? Is there ‘one best way’ to organizational success, which com-
prises a particular route for strategy development, the adoption of a
specific strategy and a superior approach to strategy implementation?
Indeed, is it desirable to have identifiable and clear strategic stances
and processes at all, or is it more productive to ‘let chaos rule’ and
have strategic ambiguity and unpredictable processes of formulation
and implementation?

In this book, we have sought to provide the first comprehensive
answers to these questions in the public sector by exploring the under-
lying theories about strategic management that were developed in
research on private organizations, and developing and applying these
to a set of public organizations. In addition, we have gone beyond the
simple notion of ‘one best strategy’ by examining whether the concept
of ‘strategic fit’ is relevant to the public sector. This concept implies
that high performance does not follow universally from the adoption

149
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of specific strategies or processes, but that instead the link between
strategic management and organizational achievements depends on the
internal and external circumstances faced by an organization. In other
words, public managers should not seek ‘the one strategy’ but instead
attempt to identify and accommodate the many contingencies that
shape the success of different strategies.

Our analysis has taken a number of these contingencies into account,
and tested whether strategy content and process interact with them to
produce organizational success or failure. In particular, we have exam-
ined whether the impact of strategic management is influenced by the
internal structure of public organizations, and by the conditions in their
external environment. Whereas most previous research on strategic fit
and performance has considered only the technical environment, we
have also examined fit with the institutional environment. This is espe-
cially important in the public sector because organizations are subject to
strong institutional pressures, as a result of laws and regulations imposed
by higher levels of government and policed by bodies such as audi-
tors and inspectors. In addition to such external contingencies, we have
looked at contingencies within strategic management itself, by explor-
ing whether particular combinations of strategy content and process are
more likely to be associated with better performance.

In taking all of these contingencies into account, we have sought
to capture the full Miles and Snow model of strategic management,
which in turn has influenced and been influenced by other models
which suggest that what counts is the combination of strategy with other
influences on organizational outcomes. Such models suggest that per-
formance is influenced by the fit between strategic stance, processes
of formulation and implementation, organizational structure and the
external environment. In this final chapter, we summarize whether our
results are consistent with ‘universal’ or contingency views of organiza-
tional strategy, and outline the theoretical and practical implications of
our findings.

First we summarize our findings on the separate effects of strategy con-
tent and strategy processes. What are the consequences for performance
of different strategic stances and alternative approaches to formula-
tion and implementation? Second, we review our evidence on whether
the coupling of specific types of content and process leads to better
or worse performance. For example, does prospecting work best when
combined with incremental processes? The third stage is to bring orga-
nizational structure into the picture, and to examine whether the impact
of strategic management is contingent on this internal characteristic of
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public organizations. For example, is prospecting the optimal strategy
in a decentralized organization? In the next section of this conclusion,
we consider the final set of moderating variables, which relate to the
external environment. Here we examine whether strategy effects are
contingent on technical and institutional constraints. For example, how
do resource munificence and regulatory intervention alter the effective-
ness of different strategies? Finally, we draw the main strands of our
arguments and evidence together, and summarize whether and under
what circumstances strategic management makes a difference to public
service performance.

The initial models: the separate effects of strategy content
and strategy processes

In Chapters 3–5, we developed and tested propositions on the impact
of three aspects of strategic management on performance: (1) strat-
egy content, (2) strategy formulation and (3) strategy implementation.
These propositions were largely derived from the Miles and Snow
model, but with some significant modifications. First, we argued that
strategies are continuous not categorical, so rather than being exclu-
sively a prospector, defender or reactor, an organization is likely to be
pursuing a mix of all three strategic archetypes simultaneously. Sec-
ond, we extended the Miles and Snow focus on strategy processes
to include not only formulation but also implementation, and exam-
ined whether each stage of the strategy process is characterized by
rationalism, incrementalism or no discernable pattern (‘strategy process
absence’).

The evidence in Chapter 3 showed that strategies that are consis-
tent and identifiable are more likely to lead to better performance. Both
prospecting and defending turned out to have positive links with orga-
nizational achievements. Moreover, these two strategies, of exploring
new markets and services, and sticking with the existing pattern of ser-
vices while trying to enhance their efficiency, had roughly equal positive
effects on service effectiveness. It is important to note here that all three
strategies were included together in our statistical models, so our results
show the impact of prospecting, defending or reacting when the extent
of the other two strategies is held constant. Therefore, the similarity
of the coefficients for prospecting and defending suggests that adding
some innovation to a focus on core services is as valuable as adding
extra weight to efficiency in a search for new markets and products.
In line with our argument that organizational strategies are continuous
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not categorical, the statistical evidence confirms that it is the presence
of a mix of strategies that makes a difference to performance, not the
singular pursuit of only one strategic orientation.

Both prospecting and defending were found to be better than a stance
of reacting to external constraints and instructions. In other words,
strategies that are internally selected seem to work better than those
that are imposed by external events and stakeholders. We had expected
that a reacting strategy might be beneficial in the public sector, because
of the responsibility of organizations to respond to the demands of citi-
zens and higher levels of government. Yet, it seems that responsiveness
and effectiveness may be more easily achieved if an organization pursues
strategies of prospecting and defending. This finding has direct policy
implications, because many government reform programmes seek to
impose a specific strategic orientation on public organizations. This is
a strategy of reacting taken to extremes, and seems likely to be counter-
productive for at least two reasons. First, different strategies (prospecting
and defending) can be equally effective so it is inappropriate to empha-
size one to the exclusion of the other; and second, reacting appears to
be the worst strategic option, not only on the basis of the evidence in
this book but also according to the results of prior studies conducted
in the UK and USA (see Chapter 3). Rather, our evidence suggests that
organizations should be left to pursue prospecting and defending, and to
choose the combination of these that fits their requirements and is most
likely to improve their performance. This is not to argue that organiza-
tions should be unresponsive to the demands of stakeholders because, as
we discuss below, the external circumstances that influence the impact
of prospecting and defending include the complexity of service needs.
Yet the very expression ‘strategy’ implies a measure of choice by public
managers, so it seems important to allow an organizational strategy to
be selected and followed through, rather than requiring frequent reac-
tions to the shifting and perhaps inconsistent agendas of other levels of
government.

In Chapter 4, we explored the effects of different approaches to strat-
egy formulation. Does it matter if an organization’s strategy content
is developed through a process of rational planning, an incremental
process of ‘muddling through’ and political bargaining or a melange
of processes that have no stable characteristics? Our evidence shows
that the last of these approaches to formulating strategy, ‘strategy pro-
cess absence’, is a liability for public organizations. This type of process
is likely to appear unpredictable or even random to those involved in
it, and may seem chaotic and unreliable to external stakeholders such
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as partners in service provision. The statistical results show that the
absence of a clearly discernable and consistent method of developing
strategies is associated with lower performance than either rational plan-
ning or incrementalism. These two styles of strategy formulation are
largely neutral in their consequences for organizational achievements:
more emphasis on one or the other neither helps nor hinders public ser-
vice improvement. Thus, as with strategy content, our main finding is
that it is better to have a clear approach in place that communicates
purpose and process to organizational members, rather than leaving
them to guess what is desired or how to contribute effectively to higher
performance. Just as prospecting and defending are better options than
reacting, so these strategies are more likely to lead to success alongside
planning or incrementalism than the absence of a clear approach to
strategy formulation.

The main policy implication is again that it appears inappropriate
for governments to push all public organizations towards a particular
approach to strategy formulation. At different times the political pen-
dulum has swung strongly towards rational planning (with an emphasis
on the use of data, techniques such as cost–benefit analysis, performance
indicators and targets), and strongly in the other direction (fluid rather
than formal processes, broad directions rather than specific measurable
objectives). During the era of new public management, the emphasis has
shifted sharply in the direction of planning and performance measure-
ment and monitoring. However, our results suggest that this method of
strategy formulation is no better (or worse) than logical incrementalism.
Perhaps the costs associated with incrementalism, such as insufficient
evaluation of policy options and political drift, are roughly the same
as those involved in rational planning, such as the managerial time
and effort that must be devoted to establishing and running a data-
hungry method of strategy formulation. The net result appears to be that
rationalism and incrementalism have much the same performance con-
sequences, but that each is better than the absence of a strategy process
that is recognizable by the members of an organization.

We turned our attention to the implementation phase of the strat-
egy process in Chapter 5. Once a strategic orientation has been selected
(in practice, as our data show, a particular blend of prospecting, defend-
ing and reacting), how should this be put into effect? To answer this
question, we used process models that have traditionally been applied
to strategy formulation, and adapted and extended these to strategy
implementation. Thus our analysis of formulation and implementa-
tion ran in parallel, and we examined whether the latter stage of the
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strategy process was also characterized by planning, incrementalism or
an absence of a discernable approach to turning a broad stance into
specific operations. Planning in the implementation phase is distin-
guished by clearly defined tasks and targets, the evaluation of pilots
and formal progress reviews; and incrementalism comprises frequent
amendments of strategy and political bargaining between the affected
groups as implementation proceeds.

Our evidence suggests that, after an organization has adopted a strat-
egy, the worst of the three processes that we investigated for putting
it into practice is incrementalism. This may be a product of the strate-
gic dilution and political conflict associated with this type of strategy
process. However, it is important not to attach great weight to this
evidence because it is preliminary in two senses. First, no other direct
tests of the impact of strategy implementation on the performance of
public organizations have been conducted, so we have no informa-
tion on whether this effect of incrementalism holds elsewhere. It is
possible that it is specific to this empirical context or time period.
Second, as we discuss below, an incremental approach to implemen-
tation has beneficial effects when combined with a prospecting strategy.
Another main conclusion from our evidence on strategy implemen-
tation is that neither rational approaches, nor the absence of a dis-
cernable process, make much difference to organizational performance.
At face value, this suggests that the content of the strategy matters
more than precisely how it is implemented. However, as we discuss
below, this interpretation is altered when the effects of different com-
binations of strategy content and implementation style are taken into
account.

Internal contingencies: content, processes and structure

So far in this chapter, we have summarized our evidence on strategy
content and processes when each of these aspects of strategic manage-
ment is examined separately from the other. We now take our analysis
a stage further by considering whether different combinations of strategy
content and processes make a difference to public service performance.
Is the impact of particular strategies strengthened or weakened when
they are pursued jointly with specific processes of formulation or imple-
mentation? We also reflect on the implications of our evidence on a
further internal contingency: does it matter whether strategic manage-
ment is combined with a centralized or decentralized organizational
structure?
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In Chapters 4 and 5, we tested a variety of propositions, derived from
the Miles and Snow model, concerning the interactive effects of strategy
content and processes. Does the ‘alignment’ of these aspects of strate-
gic management lead to better performance? First, in Chapter 5, we
examined whether prospecting works better when it is combined with
an incremental formulation process, defending has stronger positive
effects in conjunction with a rational process of strategy development
and whether the worst strategic stance, reacting, is even more likely to
lead to failure when no clear process is followed. We found support for
only one of these three propositions on strategic alignment: prospecting
and incrementalism interact to produce a stronger effect than when
they operate separately. In other words, organizations that emphazise
a strategy of innovation get an even higher payoff when they fit this
strategy to a process that is characterized by flexibility and negotiation
with powerful stakeholders. By contrast, neither the supposed strategic
fit of defending and planning, nor the strategic misfit of reacting and the
absence of a clear formulation process, seems to make any difference to
organizational results. These combinations of content and process lead
to no better or worse performance than when their two elements are
pursued separately. This suggests that the applicability of the concept of
strategic fit is itself contingent on which combinations of content and
process are examined.

The joint effects of strategy content and implementation processes
were considered in Chapter 5. As we noted above, prospecting and
defending have positive effects on performance, but the only implemen-
tation effect is that, on average and across all strategies, an incremental
style of implementation is associated with poorer performance. Does
this mean that all organizations, regardless of their strategy should avoid
incrementalism, and that a rational style of implementation is irrelevant
to performance? To explore this issue we examined the combinations of
strategy content and strategy implementation that are assumed to con-
stitute organizational alignment. Building on the Miles and Snow model
of strategic fit, we examined whether the alignment of prospecting and
an incremental implementation style, and defending and a rational
implementation style, led to better performance than each element of
strategy content and strategy process in isolation.

Our results support both of these forms of fit: the positive impact
of prospecting on performance is enhanced when it is combined with
an implementation process that emphasizes adaptation to new cir-
cumstances, and defending works better in conjunction with planned
implementation that involves clear tasks, targets and progress reviews.
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Thus, the two strategic stances that have positive effects on perfor-
mance, prospecting and defending, have even stronger effects when
they are complemented by the specific styles of implementation that
are assumed to match them in the Miles and Snow model. By contrast,
as with the results for strategy formulation, the absence of a clear imple-
mentation process makes the effects of the lemon of strategic stances,
reacting, no more or less bitter.

A comparison of the evidence on strategic fit for formulation and
implementation suggests that the latter matters more than the former:
strategy content interacts with only one type of formulation process
(incrementalism), but with both rational and incremental styles of
implementation. This implies that as long as an effective strategy is
adopted, how it is formulated is a relatively minor issue. By contrast,
even a good strategy needs to be accompanied by an appropriate imple-
mentation style in order to maximize its impact on organizational
achievements. This reinforces the validity of our argument in Chapter 5
that greater attention should be paid in strategy research to implemen-
tation style, and that more theory and evidence on this topic would be
beneficial. A practical implication of our findings is that public organi-
zations, and especially those that emphasize a defending stance, should
devote their attention to tailoring their implementation rather than
their formulation process to fit their strategy. This is less likely to be true,
however, for organizations that prioritize prospecting. Our evidence sug-
gests that this strategy works best when aligned with a consistently
incremental approach to both formulation and implementation. More-
over, when all of the evidence on these aspects of strategic management
is taken together, innovation in strategy content and flexibility and
adaptation throughout the strategy process appear to offer the best route
to organizational success.

In Chapter 6, we turned our attention to another important inter-
nal contingency: organizational structure. Our focus here, following the
Miles and Snow model, was on the extent of centralization within orga-
nizations, and the interactive effects of strategy and structure on perfor-
mance. We examined aspects of structure that are especially relevant to
strategic management: the extent to which strategic decisions are made
by the chief executive and the senior management team (as an indi-
cator of a hierarchical, and thereby centralized, form of authority over
strategy content), and the degree of involvement of all or most staff in
the strategy process (as a measure of participation in decision-making).
When we tested the separate effects of these aspects of structure,
neither centralized strategic decisions nor widespread participation in
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the strategy process made a difference to organizational performance.
However, this pattern of evidence changed when we considered the
interactive effects of centralization with strategy content and, to a lesser
extent, strategy formulation and implementation.

According to the Miles and Snow model, centralization is a good fit
with a defending strategy and a poor fit with a prospecting strategy.
The former requires tight control over internal operations and a strong
focus on efficiency, whereas the latter requires flexibility and auton-
omy for organizational sub-units so that they can respond in innovative
ways to new circumstances and opportunities. We found evidence to
support both of these propositions: strategic decision-making by top
managers, and limited participation in the strategy process by other
groups, reinforce the positive effect of defending on performance. Simi-
larly, the benefits of prospecting are reinforced when it is combined with
widespread participation in decision-making. Thus, both of these strate-
gies work better if alignment with organizational structure is achieved.
By contrast, and in accordance with our other findings, a reacting
strategy remains worse than prospecting and defending, regardless of
whether it is combined with centralization or decentralization.

The final stage of our analysis of organizational structure was to
examine whether strategy processes and centralization had joint effects
on performance. Our major finding here was that rational processes,
both at the formulation and implementation stage, are more likely
to be successful in a hierarchical organization where senior managers
have control over strategy. Correspondingly, rational processes may
enhance the impact of centralization by providing the top manage-
ment team with a planned and coordinated approach to developing and
implementing strategy. As noted above, centralization and a defending
strategy also have mutually reinforcing effects. All of this is consistent
with an image of a ‘mechanistic’ organization in which power and pro-
cesses are tightly controlled in pursuit of a fixed strategy of stability
and efficiency. Furthermore, our evidence suggests that ‘triple align-
ment’ of strategy content, rational processes and a centralized structure
is required for public organizations to make the most of a defending
strategy.

In sum, our research in this book shows that strategies of prospecting
and defending not only have significant effects by themselves but also
have important joint effects with organizational processes and struc-
tures. This evidence provides substantial support for the assumption in
the Miles and Snow model that that the extent of ‘internal fit’ is a sig-
nificant moderator of the impact of strategy on organizational results.



158 Strategic Management and Public Service Performance

We turn next to consider whether the same conclusion holds for the
alignment of strategic management with the external circumstances
faced by public organizations.

External contingencies: the technical and institutional
environment

We began our empirical analysis of service performance by examining
the separate effects of the external environment on public organizations
in Chapter 2. At the time of the development of the Miles and Snow
model in the mid-1970s, and for some years afterwards, academic work
on strategic management largely focused on the technical environment
(such as the social and economic conditions faced by organizations).
For private organizations in particular, this environment was concep-
tualized as being mostly fixed, and beyond their immediate control.
Subsequently, definitions of the environment widened to include insti-
tutional forces that constrain and direct organizational decisions, most
importantly the coercive pressures that are applied by governmental
and regulatory agencies. In contrast to the technical environment, the
institutional environment is less fixed and more open to interpretation
by managers; put another way, whereas technical constraints may be
viewed as ‘hard and factual’, institutional constraints are more ‘soft and
malleable’. Nevertheless, both sets of constraints are expected to make a
difference to organizational performance.

In Chapter 2, we tested the impact of these environmental conditions
on public service effectiveness. We examined three aspects of the techni-
cal environment: (1) resource munificence, (2) the complexity of service
needs and (3) the rate of change or ‘dynamism’ of these needs. Our
evidence showed that all three of these external constraints make a dif-
ference to performance. Public organizations are more likely to succeed
if resources are abundant, and needs are simple and changing in slow
and predictable ways. Similarly, they are more likely to fail if resources
are scarce, and the needs of clients are complex and shifting quickly
and unexpectedly. Thus our results confirm that socio-economic cir-
cumstances are important influences on public service standards, and set
limits on the capacity of organizations to achieve high performance. Our
evidence also suggests that the technical environment may constrain
the effectiveness of different approaches to strategic management.

We also examined two aspects of the institutional environment that
were especially important to our sample of public organizations in
the UK during the study period: the incidence of external visits by
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government inspectors, and local perceptions of the supportiveness of
the inspection process. How often were organizations subjected to direct
institutional pressures to manage their services in specific ways that
were viewed as legitimate by central government, and did they find
the inspection process to be constructive or disruptive? These variables
turned out to have no separate impact on performance, thereby, at face
value, contradicting the recent emphasis in the academic literature on
the strong role of institutional pressures. Indeed, our results in Chapter 2
imply that technical rather than institutional constraints make a differ-
ence to organizational achievements. It is possible that responsiveness
to institutional pressures makes a difference to organizational legiti-
macy, but that technical conditions make a more direct and forceful
contribution to organizational effectiveness. Yet, it is also important to
consider interactive effects with strategic management before drawing
conclusions on the relative effects of the technical and institutional
environment.

We addressed this issue in Chapter 7 where we explored the joint
effects of external constraints with strategy content, strategy formula-
tion and strategy implementation. Our evidence shows that the positive
effects of prospecting and defending are weaker when service needs
are complex. In other words, both strategies work better if the tech-
nical environment is simple, and even these successful strategies are
blunted when the characteristics of clients are heterogeneous. Thus, as
predicted by the Miles and Snow model, defending works better in a
straightforward environment; however, we found no evidence for their
proposition that prospecting comes into its own in a challenging envi-
ronment. The worst generic strategy, reacting, becomes even more of
a liability when service needs are changing substantially and rapidly,
perhaps because environmental turbulence defeats the ability of man-
agers to keep shifting to new strategic positions. Thus difficult technical
conditions provide significant obstacles to the success of all three strate-
gic orientations, and reduce the effectiveness of prospecting, defending
and reacting. Our evidence suggests that the prospects for the positive
impact of strategy content are best when the external environment is
simple and stable.

We also found that the effects of strategy processes were moderated
by the technical environment, but mostly for implementation rather
than formulation, which again confirms the significance of this stage
of the strategy process for public service performance. As we noted
above, an incremental approach to implementation is generally asso-
ciated with lower performance. However, incrementalism works better
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in complex and dynamic external circumstances, because adaptive and
flexible processes are required to deal with these challenges. By contrast,
although the absence of a settled approach to strategy implementation
has neutral effects on average (see above), these effects become nega-
tive in the face of resource scarcity and complex and dynamic service
needs. Perhaps unsurprisingly, ‘strategy process absence’ is an ineffective
implementation style when the going gets tough.

Finally, our evidence shows that the institutional environment has
some interactive effects with strategic management, but mostly with
strategy content rather than strategy processes. Direct regulatory inter-
ventions by government inspectors are disruptive for strategic man-
agement in public organizations. Inspection visits are associated with
weaker positive effects for prospecting strategies, and turn the effects
of reacting strategies from neutral to negative. However, the negative
effects of the inspection visits are partly offset when the regulatory
process is viewed by public managers as supportive. Thus, although
institutional pressures have little effect on performance by themselves,
they moderate the impact of strategic management on public service
effectiveness. Nevertheless, institutional effects are still less prevalent
than technical effects, both separately and in combination with strategy
content and processes. Therefore our conclusion is that the relation-
ship between strategic management and organizational performance is
shaped more strongly by the socio-economic environment than the
regulatory environment.

Putting the pieces together: does strategic
management matter?

In this book, we have shown that strategic management makes a dif-
ference to the performance of public organizations. Furthermore, all
three of the major elements of strategic management matter for the
effectiveness of public services: (1) strategy content, (2) formulation
and (3) implementation. Often, however, it is impossible to provide
a straightforward answer to the question ‘does strategic management
matter?’ Rather, as our evidence demonstrates, the most appropriate
response to this question is ‘it all depends’. In particular, it depends on
which aspects of strategy content and processes are pursued together,
and how these in turn are combined with organizational structure
and the technical and institutional environment. Our findings suggest
that managers need to pay attention to the connections between these
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contingencies in order to get the best out of whatever strategy their orga-
nization has adopted. The links between strategy and performance are
complex and varied, not simple and uniform, and it is conceivable that
different strategies will be equally effective, depending on the internal
and external circumstances of public organizations.

We have used the Miles and Snow framework to structure our analysis
of strategy and performance, and examined the major contingencies of
process, structure and environment that are identified in this conceptual
model. Future work could usefully examine whether the contingencies
that we have identified hold in other national, institutional and orga-
nizational contexts. In addition, it will be important to move beyond
the Miles and Snow model to explore a wider set of contingencies.
Prominent among these should be organizational performance itself.
First, we have examined only service effectiveness, but the impact of
strategy may well differ across dimensions of performance. For exam-
ple, defending seems likely to work best if organizations prioritize
efficiency, prospecting may be the optimal strategy if the major goal
is to respond to new service needs, and reacting may be the safest
strategy in political systems where public organizations are account-
able to a single dominant political principal. Second, the performance
baseline may affect the relevance of different approaches to strategic
management. If an organization is already performing poorly, a defend-
ing strategy by itself is unlikely to produce the improvements that
are required; by contrast, if it is already performing well, a more bal-
anced mix of defending and prospecting may help it to maintain its
success.

Other contingencies also merit close attention in future research. Promi-
nent amongst these should be organizational size. Public management
reforms often focus on the size of organizations, but little is known
about how this alters strategic management and its link with perfor-
mance. This could include an examination of how size moderates the
relationship between processes and performance: it is possible that
incrementalism works better in small organizations (which may in any
case lack the capacity for rational planning) and very large organiza-
tions (which are too big for a rationalist process that requires tight
control of many sub-units). In this book, we have examined only one
aspect of the institutional environment – the extent of public service
regulation. Other potentially relevant institutional pressures include
the policy environment in which organizations deliver services (e.g.
rationalist processes of formulation and implementation may lead to
better results in a technocratic regime that is sympathetic to this style
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of management), and the extent of fiscal austerity (defending is likely
to be regarded as superior to prospecting if cost reductions are viewed as
an end in themselves).

These examples are simply illustrative of the contingencies that could
be included in further work on strategic management and performance.
Indeed, a wider implication of our findings is that all models that seek
to explain variations in public service performance, regardless of their
theoretical emphasis and the explanatory variables that they priori-
tize, should be recast as contingency models. This is likely to require
extensive theoretical refinement as well as methodological progression
beyond simple additive models where all variables have separate effects.
Whatever direction the broader research programme on the perfor-
mance of public organizations takes, the evidence presented in this book
strongly suggests that a focus on strategy content and processes will be
essential. Thus for both academic researchers and public organizations,
strategic management is likely to be an important part of the difference
between success and failure.



Appendix 1: Welsh Local
Government

This study is located in Wales which is one of the four countries that constitutes
the United Kingdom of Great Britain and Northern Ireland. The 2001 Census put
its population at 2,903,085 and its area measures 8018 square miles. The prin-
cipality is predominately rural in its character, and its most densely populated
areas are in the industrialized South East.

The organizational context of our analysis is local authorities in Wales. These
organizations were first established in 1888, when 13 county councils responsible
for administering a range of public functions were created across Wales. Further
reforms sub-divided these areas into lower-tier district councils during the 1890s.
Following a period of comparative stability, in 1974, almost 184 local government
units in Wales were consolidated into 45 units. The county boroughs were abol-
ished and absorbed into a two-tier structure of 8 counties and 37 districts. Then,
in the 1990s, this two-tier system was replaced by the 22 unitary authorities that
make up the local government system in Wales today.

Welsh local authorities are democratically accountable through elections held
every 4 years. They are governed by a Westminster-style cabinet system of polit-
ical management. In a Westminster political system such as the UK, the cabinet
represents the de facto executive branch of government, and is usually made up
of senior members of the ruling political party, all of whom collectively decide
public policy and government strategy. Welsh local authorities are multipurpose
organizations providing education, social care, regulatory services (such as land
use planning and waste management), housing, welfare benefits, leisure and
cultural services. Around £4 billion a year is spent on these services, though
expenditure levels vary considerably between larger urban authorities such as
Cardiff and smaller rural ones like Anglesey. The bulk of this expenditure is
funded by central government (80 per cent), with the remaining 20 per cent
raised through local taxation.

Central funding for Welsh local authorities is distributed by the Welsh Assem-
bly Government, an elected regional body which also sets the broad policy
agenda for local government in Wales. The Assembly Government is the exec-
utive arm of the National Assembly for Wales, which was established in 1999
following a referendum on the devolution of powers held by the then Labour
Party-led UK national government. Unlike the Scottish Parliament that was set
up at the same time, the National Assembly for Wales was not granted primary
law-making or tax-raising powers, and has no control over several other ‘reserved
matters’, such as defence; employment and economic affairs; energy policy; for-
eign affairs; and policing which remain under the control of the UK national
government. Nevertheless, the Assembly is responsible for overseeing the imple-
mentation of legislation in many areas of the public sector, including education,
health, housing, sport and leisure and other local government services. As a
result, it has some scope to develop different policy initiatives from those adopted
in England. The tiers of government are represented in Figure A1.1.
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UK central government
(responsible for defence,; employment and economic affairs;

energy policy; foreign affairs; and policing)

Welsh assembly government
(responsible for education; health; housing;

sport and leisure; regulatory services)

Local authorities
(responsible for local service delivery)

Figure A1.1 Governance in Wales

As is the case in many countries, local authorities in England and Wales are
subject to pressure from central government to improve their services and in
1999 a policy of Best Value was introduced to achieve this. The policy required
local authorities in England and Wales to undertake detailed and comprehensive
reviews of their services, set targets outlined in formal plans and produce action
plans to monitor and report against targets. In addition, all services that were not
covered by existing dedicated inspectorates were to be inspected by the new Best
Value Inspectorate. In Wales, dedicated inspectorates in relation to local authority
services include Estyn (education and youth services), Social Services Inspectorate
Wales (social care of adults and children) and Benefits and Revenues Inspectorate
(welfare benefits). Best Value was extremely unpopular in Wales, and the regime
was abandoned in 2002 and replaced by the Wales Programme for Improvement.
This policy continued the focus on improving services, but placed less emphasis
on the formal processes that local authorities had to go through.

The units of analysis that are used for our study are the service departments
within the local authorities. We study the strategy–performance hypothesis in
different departments in order to identify whether the relationship between the
variables is consistent with the Miles and Snow model. Although local authori-
ties themselves may have varying managerial and political priorities, individual
departments can participate in their determination and often have distinctive
approaches to strategic issues (see Dibben, 2006). Thus, by analysing service
departments in a single local government system, other potentially salient influ-
ences on strategy, structure and process, such as the policies of higher tiers of
government or legal and regulatory constraints, are held constant.



Appendix 2: Survey Methodology
and Questionnaires

Section A: Survey methodology

Data sources
Data for our study of strategy and performance in Welsh local government are
drawn from a number of primary and secondary data sources. Data for the depen-
dent measure of performance were drawn from the National Assembly for Wales
Performance Indicators (NAWPIs). Multiple informant surveys of managers in
Welsh local governments were undertaken in 2002 and 2003. These surveys
recorded the majority of our independent variables (the survey instruments are
found in Section B). Measures of the environment were typically recorded in
the 2001 Census; we use these sources and versions of the data published by
government departments.

Survey
Our statistical analysis was conducted on 90 cases in 2002 and 62 of those cases
in 2003.1 This represented a 46-per cent response rate in 2002 and 31 per cent
in 2003. In each year, we surveyed senior and middle managers. The 2002
survey examined strategy content and strategy formulation, and the 2003 sur-
vey explored strategy implementation processes. The distribution of the service
departments in our sample is shown in Table A2.1. The departments are repre-
sentative of the diverse operating environments faced by Welsh local authorities,
including urban, rural, socio-economically deprived and predominantly Welsh-
or English-speaking areas.

Survey data were derived from an electronic questionnaire of managers in
Welsh local authorities. Electronic surveys offer a number of advantages over
postal surveys, such as cost-effectiveness and user responsiveness (see Enticott,
2003). The survey explored informants’ perceptions of organization, manage-
ment and performance (for a copy of the surveys, see Section B of this appendix).
For each question, informants placed their service on a seven-point Likert scale
ranging from 1 (disagree with the proposed statement) to 7 (agree with the
proposed statement).

Data were collected from different tiers of management to ensure that our
analysis took account of different stakeholder perceptions within the service
departments. This surmounts sample bias and measurement error problems asso-
ciated with surveying informants from only one organizational level. Much of
the public management literature that draws on surveys adopts an elite survey
approach; that is, surveying single organizational leaders. This approach often
taps the aspirations of organizational leaders, overlooks the range of different
perceptions within an organization, provides inaccurate accounts of front-line
staff and can result in an overly positive portrayal of the organization (Bowman
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Table A2.1 Units of analysis by service departments

2002 2003

Benefits and revenues 12 5
Education 10 8
Highways 9 6
Housing 8 7
Leisure and culture 11 5
Planning 8 4
Public protection 10 7
Social services 13 12
Waste management 9 8

and Ambrosini, 1997; Phillips, 1981; Podsakoff and Organ, 1986; Purcell, 1999).
The reliance when drawing on a sample on one senior manager in an elite sur-
vey can also obfuscate tensions and disagreement in the top management team,
and between the higher echelons of an organization and lower levels of manage-
ment (Hambrick and Mason, 1984; Phillips, 1981). Research evidence drawn from
public agencies points towards varying priorities between layers of managers in
the hierarchy (Lipsky, 1980; Purcell, 1999; Walker and Brewer, 2008; Walker and
Enticott, 2004). Such evidence has led some of the authors of this book to express
concern about the reliability of evidence drawn from elite surveys (Enticott et al.,
2009; Walker and Enticott, 2004).

The multiple informant survey approach adopted in this study seeks a more
accurate account by surveying a number of actors located in different parts of
the organization. It adopted a number of decision rules codified by Enticott
et al. (2009). Survey respondents could be differentiated by managerial level,
department or any other method which reflects a variety of views within the
organization. Given that Welsh local government has distinctive groups of man-
agers with common interests and job functions, we surveyed heads of service
and middle managers. These organizational groups have been called social posi-
tions (Aiken and Hage, 1968), hierarchical positions (Payne and Mansfield, 1973),
tiers of bureaucracy (Brewer, 2005, 2006) and echelons (Aiken and Hage, 1968).
An echelon is defined as ‘the level of stratum in the organization and the
department or type of professional activity’ (Aiken and Hage, 1968, 918).

Research – some of which has been conducted on Welsh local governments
near neighbour English local government – has shown that attitudes differ
between hierarchical levels within organizations (Enticott et al., 2009; Payne and
Mansfield, 1973; Walker and Brewer, 2009; Walker and Enticott, 2004). Validity
for our approach is provided by way of t-tests that revealed statistically signif-
icant differences between the mean scores of each echelon for the majority of
our survey items, whereas the spread of responses across the items for each ech-
elon was broadly similar. Table A2.2 shows that senior managers tended to hold
stronger views about strategy content and formulation than middle managers,
who tend to hold stronger views about the relative degree of centralization in
their organizations. Far fewer statistical differences were observed for the strategy
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Table A2.2 T-test results for differences between mean scores (on 1–7 scale) in
each echelon

Measures Senior
managers

Middle
managers

Strategy content
We continually redefine our service priorities 3.7 3.0
We seek to be first to identify new modes of delivery 4.0 3.4
Searching for new opportunities is a major part of our

overall strategy
3.5 2.9

We often change our focus to new areas of service
provision

3.9 3.7

We seek to maintain stable service priorities 3.4 2.8
The service emphasizes efficiency of provision 3.1 2.7
We focus on our core activities 5.0 5.8
We have no definite service priorities 3.5 2.7
We change provision only when under pressure from

external agencies
5.5 6.1

We give little attention to new opportunities for
service delivery

5.4 5.9

The service explores new opportunities only when
under pressure from external agencies

5.6 6.0

We have no consistent response to external pressure 4.4 4.9

Strategy formulation
Strategy making is a formal procedure in our service 3.2 2.7
Strategy is based on formal analysis of the service’s

needs
3.7 2.9

We assess alternative strategies 4.5 3.0
We follow precise procedures to achieve targets 4.3 3.4
Targets in the service are matched to specifically

identified citizen needs
4.3 3.3

Strategy is made on an on-going basis 3.0 2.6
Strategy develops through negotiation with external

stakeholders (e.g. voluntary/private sector groups)
3.3 3.1

There is no discernable strategy process 5.1 5.8

Strategy implementation
We use a project/business plan to implement

strategies
2.8 2.5

When implementing strategies we have clearly
defined tasks with targets

2.9 2.5

When implementing strategies we regularly review
progress against targets

2.6 2.6

We implement strategies by piloting them initially
and then implementing them in full

3.0 2.7

When implementing strategies we often refine and
amend them as we go along

4.1 3.8
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Table A2.2 (Continued)

Measures Senior
managers

Middle
managers

We improve the implementation of our strategies by
getting all of the affected groups involved in their
development

3.2 3.0

There is no discernible approach to implementing
strategies in our service area

5.1 5.2

Centralization
Strategy for our service is usually made by the Chief

Executive
3.4 2.9

Strategy for our service is usually made by the
Corporate Management Team

3.9 3.9

All staff are involved in the strategy process to some
degree

3.2 3.8

Most staff have input into decisions that directly
affect them

3.4 4.1

Bold = statistically significant differences at p>10.

implementation measures. Furthermore, resources were sufficiently plentiful to
allow us to target more than one informant in each service department in our
population.

Survey data were collected in the autumn of 2002 and the autumn of 2003.
Information (including email addresses) for up to ten key senior and middle man-
agers in every service department were provided by the corporate policy unit in
17 of the 22 Welsh authorities agreeing to participate in the study. The sampling
frame consisted of 198 services and 830 informants in 2002, and 198 services and
860 informants in 2003. Responses were received from 46 per cent of services (90)
and 29 per cent of individual informants (237) in 2002, and 31 per cent of ser-
vices (62) and 25 per cent of informants (216) in 2003. The 2002 survey explored
strategy content and strategy formulation processes, and the 2003 survey exam-
ined strategy implementation processes. Time-trend tests for nonrespondent bias
(Armstrong and Overton, 1977) revealed no significant differences in the views
of early and late respondents in either year.

The survey was sent to informants as an Excel file attached to an email.
Informants were assured of the confidentiality of their responses. Informants’
responses within each service were aggregated to generate organizational-level
data suitable for our analysis. The average score of respondents within a service
was taken as representative of that service. So, for instance, if in one authority
there were two informants from the social services department, one from ser-
vices for elderly people and another from children’s services, then the mean of
their responses was used.

Following piloting in 2002 and 2003, we improved the survey instrument by
adding a glossary of terms, and further questions about the nature of services, and
stressed the need for respondents to provide an ‘honest appraisal’ (see Section B
of this appendix for copies of the full survey instruments). We also clarified the
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split between service-level and authority-wide questions and made the technical
terms used in the instrument more accessible.

We used two techniques to control for the potential influence of common
method bias on survey respondents. First, psychological and temporal remedies
were used in the design of our questionnaire (Podsakoff and Organ, 1986). The
items measuring strategy in the 2002 survey were placed in a different section of
the questionnaire than those measuring structure and process. The order of indi-
vidual items measuring specific concepts such as rational planning and logical
incrementalism was also partially merged to control for priming effects. In addi-
tion, items drawn from our 2003 survey generated on average a 72-per cent
difference from the 2002 survey in the composition of the respondents for
each service. Second, our piloting process improved many survey questions and
increased the emphasis on respondent anonymity, reducing the likelihood of
item ambiguity and evaluation apprehension (Tourangeau et al., 2000).

Finally, we tested for the presence of common method biases on the sur-
vey data using two partial correlation procedures. Partialling out respondents’
perceptions of staff satisfaction as a proxy for the potential influence of ‘general
affectivity’ (Brief et al., 1988) and the average correlation between population
density, as an independent ‘marker variable’ (Lindell and Whitney, 2001), and
the other variables used in our analysis revealed broadly similar results. These
tests indicated that common methods bias is not a serious problem.

In all the statistical models run the average Variance Inflation Factor (VIF)
score is less than 2 for all the independent variables. The results are therefore
not distorted by multicollinearity (Bowerman and O’Connell, 1990). To correct
for nonconstant error variance, the models were estimated with robust regres-
sion: a technique that relies on an iterative process of downweighting extreme
cases until they meet the assumptions of OLS regression (Western, 1995).

Interviews
In addition to carrying out the survey, we undertook interviews with 32 man-
agers in a sample of local authority services in Wales during the period April
to July 2003, and a further set of interviews with 32 managers in a sample of
local authority services in Wales during the period August to November 2004.
The interviewees were selected respondents from our survey who were willing to
discuss the strategic management in their service in more depth. Semi-structured
interview schedules were used, subject to strict principles of confidentiality. The
interviews explored issues arising from the survey return for each respondent’s
service. These interviews provided further information on the links between
implementation, strategy and performance across a range of service areas and
authorities. We use the information obtained from these interviews to help us to
interpret the results of our statistical models.

Section B: Questionnaires

Strategy and service improvement in local government

Strategy formulation survey 2002
The Local and Regional Government Research Unit at Cardiff University is con-
ducting a large research project examining the impact of strategic management
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on service improvement in Welsh local government. This is a major piece of
independent research, funded by the Economic and Social Research Council, that
runs until 2004. The questionnaire is the main method we will be using to survey
local authorities in Wales. We will also undertake short follow-up interviews with
members and officers. The research findings will be fed back to local authorities
on an on-going basis to help you to continue to improve. They will also be pre-
sented to the Wales Improvement Network and at other improvement forums in
Wales.

How to complete the survey
We are interested in finding out which strategies work best in which circum-
stances. There are, therefore, no right or wrong answers to each of the questions.
We are interested in your perceptions and impressions. We would like you to
answer as frankly as possible. Answers will not be treated as a reflection on either
your reputation or that of your service or authority. All questionnaires will be
received in complete confidence. It will not be possible to identify respondents
from the results. A glossary of terms is included at the end of the questionnaire to
help you understand the terminology used in the questionnaire. Please respond
to the survey independently.

The questionnaire is in 4 parts:

PART A asks you about strategy making in your specific service area;
PART B asks you about the content of strategies in your specific service area;
PART C asks you about the performance of your specific service area;
PART D asks you about factors affecting your specific service area.

The pilot project carried out in May 2002 indicated that the questionnaire will
take on average about 15 minutes to complete. To answer the questions either:
Highlight the appropriate circle by clicking it with your mouse button:

Or type the answer in the space provided.

Please give your views freely. If you do not know an answer, please leave blank.

Once you have finished, please save the file and email it to: serviceimprove-
ment@cardiff.ac.uk Please return the file by no later than 31st January 2003.
Please note, all responses will be treated in COMPLETE CONFIDENCE. For more
information and assistance contact: Rhys Andrews, Tel: 029 2087 6014, email:
AndrewsR@cardiff.ac.uk

Introduction

Your role
Your Job Title
Responsibilities of your role
Your Service
Description of your service’s functions
Your Department
Your Authority
Your Improvement Review if you are being reviewed (and the date)
Length of service in the Authority
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When did you join this Authority (in any capacity)
Please indicate if you were involved in completed Best Value Reviews during:
2000/2001
2001/2002
2002/2003

Part A: Strategy-making
The following set of questions asks you to think about strategy making in your
service (By strategy making we mean the way the authority decides how to deliver
services or the ways you go about selecting new approaches to service delivery.)

Section 1: The way we make our strategies
The questions in this section explore how strategies are made in your service.
Please indicate the extent to which you agree with the following statements about
strategy making in your service. (Please click the circle closest to your own view.)

1. We are regularly challenged with new goals and aspirations for the service:
2. Strategy in our service reflects broad goals:
3. Strategy making is a formal procedure in our service:
4. Strategy is based on formal analysis of the service’s needs:
5. We assess alternative strategies:
6. We follow precise procedures to achieve targets:
7. Targets in the service are matched to specifically identified citizen needs:
8. Strategy is made on an on-going basis:
9. Strategy develops through negotiation with external stakeholders (e.g.

voluntary/private sector groups):
10. Strategy develops through consultation with local citizens:
11. People in the service are willing to take risks:
12. Strategy in the service develops through experimentation:
13. Strategy is based on little analysis of the service’s needs:
14. Strategy in the service evolves slowly:
15. Strategy is usually based on existing practices:
16. There is no discernible strategy-making process:
17. Strategy making is deliberately avoided:

Section 2: The role of people in strategy making
The questions in this section explore the influence of different people on strategy
making in your service. Please indicate the extent to which you agree with the
following statements about strategy making in your service. (Please click the circle
closest to yourown view.)

18. Strategy for our service is usually made by the Chief Executive:
19. Strategy for our service is usually made by the Corporate Management Team:
20. Strategy for our service is usually made by the Head of Service:
21. Strategy for our service is usually made by elected members:
22. Strategy for our service is usually made by external agencies:
23. The service’s mission is determined by the Chief Executive:
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24. The service’s mission is determined by the Corporate Management Team:
25. The service’s mission is determined by the Head of Service:
26. The service’s mission is determined by elected members:
27. The service’s mission is determined by external agencies:
28. Managers in the service serve as personal examples of how our people should

behave:
29. The strategy we follow is dictated by our way of doing things:
30. Our targets are strictly defined by external agencies:
31. All staff are involved in the strategy-making process to some degree:
32. Most staff have input into decisions that directly affect them:
33. Strategy reflects the interaction of different interests in the service:
34. Staff throughout the service understand what needs to be accomplished to

deliver continuous improvement:
35. There is strong resistance to rapid change within the service:
36. Strategy develops through negotiation between higher-level management

and officers:
37. Strategy develops through negotiation between higher-level management

and external agencies:
38. There is no internal pressure to create or develop strategy:
39. There is no discernible pattern of responses to pressure from external

agencies:

Part B: Strategy of the service
The following set of questions asks about the strategy of your service. (By strategy
we mean the overall outlook and direction of the service, rather than the strate-
gic plan or other documents for the service.) The questions examine how your
service seeks to position itself and the typical content of its strategic decisions.

Section 1: The content of strategies in the service
The questions in this section explore the content of the strategic choices taken
by your service. Please indicate the extent to which you agree with the following
statements about your service. (Please click the circle closest to your own view.)

1. We continually redefine our service priorities:
2. We seek to be first to identify new modes of delivery:
3. Searching for new opportunities for service delivery is a major part of our

overall strategy:
4. We often change our focus to new areas of service provision:
5. We seek to maintain stable service priorities:
6. The service emphasizes efficiency of provision (e.g. high quality and low

cost):
7. We give little attention to new opportunities for service delivery:
8. We focus on our core activities:
9. We have no definite service priorities:

10. We change provision only when under pressure from external agencies:
11. The service explores new opportunities only when under pressure from

external agencies:
12. We have no consistent response to external pressures:
13. The service invests heavily in marketing and/or PR:
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14. We provide existing services to new users:
15. The service invests heavily in research and development:
16. We provide new services to new users:
17. We expand the range of services we provide:
18. We provide new services to existing users:
19. We have discontinued some services altogether:
20. The service is adopting new approaches to budgeting (e.g. to assess the

outcomes achieved in major policy areas):
21. The service frequently obtains additional internal funding:
22. The service frequently obtains additional external funding (e.g. from the

Welsh Assembly Government (WAG)):
23. We obtain additional resources by increasing charges to users:
24. We pursue a policy of contracting/outsourcing (e.g. the same/similar service

delivered by another agency under contract):
25. We pursue a policy of externalization (e.g. passing/selling a service to

another agency):
26. The service works in partnership with users:
27. The service works in partnership with the voluntary sector:
28. The service works in partnership with the private sector:
29. The service works in partnership with other local or public authorities:
30. The service works in partnership with other departments within the

authority:
31. The service is creating new internal structures (e.g. new business/service

units):
32. Services are moving between departments:
33. Our service is merging with other services:
34. We pursue a policy of decentralizing services (e.g. organizing services on a

neighbourhood basis):
35. We pursue a policy of centralizing services:
36. The service has a policy of delayering its management (e.g. reduces the tiers

of staff):
37. The service has a policy of relayering its management (e.g. adding new tiers

of staff):
38. The service has introduced new managerial roles and teams:

Section 2: Autonomy of the service
Please indicate the extent to which you agree with the following statements
about the autonomy of your service. (Please click the circle closest to your own
view.)

39. Our service has a great deal of autonomy:
40. Our service has more autonomy than other services in the authority:
41. Our service has more autonomy than similar services in similar authori-

ties do:

Part C: Performance of the service
We would like to know how you assess the performance of the service. We would
like you to think about the performance of the service relative to similar services
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in similar authorities and to estimate its current performance. To what extent do
you agree that your service performs well in comparison with others in relation
to: (please click the circle closest to your own view).

1. Quality of outputs (e.g. how reliably your services are delivered):
2. Quantity of Outputs (e.g. the volume of service delivered):
3. Efficiency (e.g. cost per unit of service delivery):
4. Effectiveness (e.g. whether your objectives were achieved):
5. Value for Money (cost-effectiveness):
6. Consumer satisfaction:
7. Equity (e.g. how fairly your services are distributed amongst citizens):
8. Staff satisfaction
9. Promoting the social, economic and environmental well-being of local

people:
10. Overall, to what extent would you agree that your service is performing

well:

Part D: Factors affecting the service
The following set of questions explores how a range of issues inside and outside
your service are affecting it

Section 1: The socio-economic context
Please indicate the extent to which you agree with the following statements about
the socio-economic context of your service. By socio-economic context we mean
levels of deprivation, social change, population change and so on. (Please click
the circle closest to your own view.) The socio-economic context in which the
service operates

1. is unpredictable (i.e. changes in unexpected ways):
2. is changing rapidly:
3. is very complex:
4. is favourable:
5. Please indicate the extent to which you agree that the service is able to

influence the socio-economic context:

Section 2: The financial context
Please indicate the extent to which you agree with the following statements about
the financial context of your service. By financial context we mean levels of fund-
ing made available and so on. (Please click the circle closest to your own view.)
The financial context the service operates in

6. is unpredictable (i.e. changes in unexpected ways):
7. is changing rapidly:
8. is very complex:
9. is favourable:
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10. Please indicate the extent to which you agree that the service is able to
influence the financial context:

Section 3: The external political context
Please indicate the extent to which you agree with the following statements about
the external political context of your service. By external political context we
mean relationships with central government and its departments, relationships
with other agencies and so on. (Please click the circle closest to your own view.)

The external political context the service operates in

11. is unpredictable (i.e. changes in unexpected ways):
12. is changing rapidly:
13. is very complex:
14. is favourable:
15. Please indicate the extent to which you agree that the service is able to

influence the external political context:

Section 4: The internal political context
Please indicate the extent to which you agree with the following statements about
the internal political context of your authority. By internal political context we
mean relationships between departments, members and officers, relationships
between senior management and front-line staff and so on. (Please click the circle
closest to your own view.) The internal political context the service operates in

16. is unpredictable (i.e. changes in unexpected ways):
17. is changing rapidly:
18. is very complex:
19. is favourable:
20. Please indicate the extent to which you agree that the service is able to

influence the internal political context:

Section 5: The level of support
Please indicate the extent to which you agree with the following statements about
the level of support your service receives from other agencies. (Please click the
circle closest to your own view.)

21. Central government agencies (e.g. Wales Assembly Government, Welsh
Development Agency and so on) are supportive of the service:

22. Regulatory agencies (e.g. External inspectorates such as the Audit Commis-
sion, Estyn, Social Services Inspectorate for Wales and so on) are supportive
of the service:

23. Advisory agencies and professional bodies (e.g. WLGA, IDeA and so on) are
supportive of the service:
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24. Finally, could you please indicate below how long it took you to complete
the questionnaire and add any other comments you wish to make about the
questionnaire and strategy and service improvement.

Glossary of terms used in the questionnaire
Advisory agencies Non-governmental bodies whose function is to advise local
authorities (e.g. Syniad).
Audit Commission The organization established by the government to ensure that
public money is being used economically, efficiently and effectively.
Central government agencies Centrally established Government bodies such as the
National Assembly for Wales or the Welsh Development Agency.
Continuous improvement The statutory requirement placed on local authorities
by the Local Government Act 1999 to deliver continuous improvement in the
economy, efficiency and effectiveness of their functions.
Contracting out/Outsourcing A function of a local authority service being delivered
by another agency under contract.
Core activities Those functions which are the primary service areas of a depart-
ment.
Economic and Social Research Council (ESRC) The UK’s leading research funding
agency providing research to business, the public sector and government on
economic and social concerns.
Estyn The inspectorate responsible for inspecting education in Wales.
External stakeholders External statutory, voluntary or private sector organizations
involved in the delivery of public services.
Externalization A function of a local authority service being sold or passed to
another agency.
Improvement and Development Agency (IDeA) The organization established by and
for local government to help councils deliver leadership, cultural change and
performance improvement.
Professional bodies Agencies representing the interests of particular professions or
sectors.
Regulatory agencies Inspectorates with responsibility for inspecting the delivery of
public services in the UK.
Research and Development Policy and delivery-orientated research (i.e. not market
research).
Service Improvement The general activity of improving service delivery.
Social Services Inspectorate for Wales (SSIW) The inspectorate responsible for
inspecting social services in Wales.
Strategic management The set of decisions and actions within an organization
resulting in the formulation and implementation of a strategy.
Strategy The overall direction and outlook of an organization.
Strategy making The way an organization decides how to deliver its service and
products.
Strategy content The typical content of an organization’s strategy.
Targets Measurable aims for service delivery.
Wales Improvement Network The all-Wales Improvement forum for local authori-
ties coordinated by Syniad.
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Welsh Development Agency (WDA) The organization established to coordinate
economic development projects in Wales.
Welsh Local Government Association (WLGA) The professional body representing
the interests of local authorities in Wales.

Strategy and service improvement in local government

Strategy implementation survey 2003
The Centre for Local and Regional Government Research at Cardiff University is
conducting a large-scale research project examining the impact of strategic man-
agement on service improvement in Welsh local government. This is a major
piece of independent research funded by the Economic and Social Research
Council, running until 2004. Questionnaires are being used to survey Welsh
local authorities. Short follow-up interviews will also be undertaken with selected
respondents. Findings will be fed back to councils on an on-going basis. The
questionnaire will take approximately 15–20 minutes to complete.

How to complete the survey
We want to find out which ways of implementing strategies work best in which
circumstances. Please give your perceptions and impressions about the service
area your work mostly involves. Answers will not be treated as a reflection on
either your reputation or that of your service or authority. All responses will be
treated in complete confidence. It will not be possible to identify respondents
from the results.

The questionnaire is in 3 parts:

PART A asks you about how strategies are implemented in your service area;
PART B asks you about the performance of your specific service area;
PART C asks you about factors affecting your service areas;

To answer the questions either: Highlight the appropriate circle by clicking it
with your mouse button. Or type in the spaces provided. If you do not know an
answer, please leave blank. Your help with this research is greatly appreciated.

A glossary of terms explaining the terminology used is included at the end of
the questionnaire. We would be very grateful if you could complete and return
the questionnaire by 19th December 2003. Once you have finished, please save
the file and email it to: serviceimprovement @cardiff.ac.uk. Please return the file
by 19th December 2003. For more information on the project and assistance con-
tact: Rhys Andrews, tel: 029 2087 6014, email: serviceimprovement@cardiff.ac.uk
Centre for Local and Regional Government Research, www.clrgr.cf.ac.uk

Introduction

Your role
Your job title:

Your Service Area:
Your Department:
Your Authority:
Length of service in the Authority
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Part A: Implementing strategies
The following set of questions asks you to think about how strategies are
implemented in your service area.

Section 1: Approaches to strategy implementation
The questions in this section explore how strategies are implemented in your
service area. Please indicate the extent to which you agree with the following
statements about strategy implementation in your service.

1. Strategies are implemented in ways directed by senior officers:
2. Strategies are implemented in ways directed by cabinet members:
3. We use a project/business plan to implement strategies:
4. When implementing strategies we have clearly defined tasks with targets:
5. When implementing strategies we regularly review progress against targets:
6. When implementing strategies a new vision of where this service will be is

communicated to all staff:
7. When implementing strategies a number of significant changes are made to

illustrate the new vision:
8. Implementation is usually straightforward because we have already created

common values amongst staff (e.g. a customer focus):
9. When implementing strategies we often refine and amend them as we go

along:
10. We implement strategies by piloting them initially and then implementing

them in full:
11. We improve the implementation of our strategies by getting all of the

affected groups involved in their development:
12. Our managers encourage staff to develop and implement strategies:
13. Our front-line staff are willing to implement innovation and change:
14. Our middle managers are willing to implement innovation and change:
15. Our front-line staff and middle managers take the initiative in developing

and implementing strategies:
16. We implement our strategies gradually:
17. There is no discernible approach to implementing strategies in our service

area:
18. When implementing strategies we frequently communicate with affected

groups within the organization (e.g. giving talks, opportunities to discuss
change):

19. When implementing strategies we frequently communicate with affected
groups outside the organization:

20. We use rewards and sanctions to ensure that staff implement new strategies
(e.g. performance-related pay):

Section 2: Enablers and Barriers to Implementation
The questions in this section explore barriers to the implementation of strate-
gies in your service area. Please indicate the extent to which you agree with the
following statements about strategy implementation in your service.
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21. The organization generally assigns appropriate levels of funding to the
implementation of strategies:

22. The organization generally assigns appropriate levels of staff resources to the
implementation of strategies:

23. It often takes longer to implement strategies than originally anticipated:
24. The established culture has made it difficult to implement new strategies:
25. Established ways of working have made it difficult to implement new

strategies:
26. Staff generally understand the objectives of new strategies:
27. We usually have adequate technical/professional knowledge to enable us to

implement new strategies:
28. If we do not have adequate technical/professional knowledge, we are sent on

courses/conferences to enable us to implement new strategies:
29. Affected groups usually support the implementation of new strategies:
30. Front-line staff usually support the implementation of new strategies:
31. Middle managers usually support the implementation of new strategies:
32. Senior managers usually support the implementation of new strategies:
33. Elected members usually support the implementation of new strategies:
34. The implementation of our strategies often relies on other departments in

the authority:
35. The implementation of our strategies often involves other organizations

outside the authority:
36. Uncontrollable factors in the external environment often have an adverse

impact on the implementation of our strategies:
37. Competing internal activities often distract attention from implementing

strategies:

Section 3: Extent of Implementation
The questions in this section explore the extent to which strategies are imple-
mented in your service area. Please indicate the extent to which you agree with
the following statements about strategy implementation in your service.

38. Our strategies are implemented in full:
39. Our strategies usually achieve their intentions:
40. The actual implementation of our strategies does not deviate significantly

from the planned implementation:
41. We generally implement all of our strategies in the same way:

Section 4: The Content of Implemented Strategies
The questions in this section explore the content of the strategies which are
implemented in your service area. Please indicate the extent to which you agree
with the following statements about your service.

42. Searching for new opportunities for service delivery is a major part of our
strategies:

43. We emphasize stability and efficiency of provision (e.g. high quality and low
cost):
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44. Our strategies are strongly shaped by external pressures:
45. We provide existing services to new users:
46. We provide new services to existing users:
47. We provide new services to new users:
48. The service seeks additional funding (e.g. from the Welsh Assembly

Government):
49. The service works in partnership:
50. The management structure of the service has changed:

Part B: Performance of the service
We would like to know how you assess the performance of your service. Please
think about the performance of the service relative to similar services in similar
authorities to estimate its current performance. To what extent do you agree that
your service performs well in comparison with others in relation to

1. Quality of outputs (e.g. how reliably your services are delivered):
2. Quantity of outputs (e.g. the volume of service delivery):
3. Efficiency (e.g. cost per unit of service delivery):
4. Effectiveness (e.g. whether your objectives were achieved):
5. Value for Money (cost-effectiveness):
6. Consumer satisfaction:
7. Equity (e.g. how fairly your services are distributed amongst local citizens):
8. Staff satisfaction:
9. Promoting the social, economic and environmental well-being of local

people:
10. Overall, to what extent would you agree that your service is performing well:

Part C: Factors affecting the service
The following set of questions explores how a range of internal and external
issues affect your service.

Section 1: The Socio-economic context
Please indicate the extent to which you agree with the following statements about
the socio-economic context of your service. By socio-economic context we mean
levels of deprivation, social change, population change and so on. (Please click
the circle closest to your own view.) The socio-economic context in which the
service operates

1. is unpredictable (i.e. changes in unexpected ways):
2. is changing rapidly:
3. is very complex:
4. is favourable:
5. The service is able to influence the socio-economic context:

Section 2: The financial context
Please indicate the extent to which you agree with the following statements about
the financial context of your service. By financial context we mean levels of
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funding made available and so on. (Please click the circle closest to your own
view.) The financial context in which the service operates

6. is unpredictable (i.e. changes in unexpected ways):
7. is changing rapidly:
8. is very complex:
9. is favourable:

10. the service is able to influence the financial context:

Section 3: The external political context
Please indicate the extent to which you agree with the following statements about
the external political context of your service. By external political context we
mean relationships with the Welsh Assembly Government and its departments,
relationships with other agencies and so on. (Please click the circle closest to your
own view.) The external political context in which the service operates

11. is unpredictable (i.e. changes in unexpected ways):
12. is changing rapidly:
13. is very complex:
14. is favourable:
15. The service is able to influence the external political context:

Section 4: The internal political context
Please indicate the extent to which you agree with the following statements about
the internal political context of your service. By internal political context we
mean relationships between departments, members and officers, relationships
between senior management and front-line staff and so on. (Please click the circle
closest to your own view.) The internal political context in which the service
operates

16. is unpredictable (i.e. changes in unexpected ways):
17. is changing rapidly:
18. is very complex:
19. is favourable:
20. The service is able to influence the internal political context:

Section 5: The level of support
Please indicate the extent to which you agree with the following statements about
the level of support your service receives from other agencies. (Please click the
circle closest to your own view.)

21. Central government agencies (e.g. Wales Assembly Government, Wales
Development Agency and so on) are supportive of the service:

22. Regulatory agencies (e.g. external inspectorates such as the Audit Commis-
sion, Estyn, Social Services Inspectorate for Wales and so on) are supportive
of the service:
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23. Advisory agencies and professional bodies (e.g. WLGA, IDeA and so on) are
supportive of the service:

Further comments
Finally, could you please add any further comments you wish to make about the
questionnaire and strategy and service improvement.

Glossary of terms used in the questionnaire

Advisory agencies Non-governmental bodies whose function is to advise local
authorities (e.g. Syniad).
Audit Commission The organization established by the government to ensure that
public money is being used economically, efficiently and effectively.
Central government agencies Centrally established Government bodies such as the
National Assembly for Wales or the Welsh Development Agency.
Economic and Social Research Council (ESRC) The UK’s leading research funding
agency providing research to business, the public sector and government on
economic and social concerns.
Estyn The inspectorate responsible for inspecting education in Wales.
External stakeholders External statutory, voluntary or private sector organizations
involved in the delivery of public services.
Improvement and Development Agency (IDeA) The organization established by and
for local government to help councils deliver leadership, cultural change and
performance improvement.
Professional bodies Agencies representing the interests of particular professions or
sectors (e.g. the WLGA).
Regulatory agencies Inspectorates with responsibility for inspecting the delivery of
public services in the UK.
Service Improvement The general activity of improving service delivery.
Social Services Inspectorate for Wales (SSIW) The inspectorate responsible for
inspecting social services in Wales.
Strategic management The set of decisions and actions within an organization
resulting in the formulation and implementation of a strategy.
Strategy The overall direction and outlook of an organization.
Strategy implementation The way an organization implements its strategies.
Targets Measurable aims for service delivery.
Wales Improvement Network The all-Wales Improvement forum for local authori-
ties coordinated by Syniad
Welsh Development Agency (WDA) The organization established to coordinate
economic development projects in Wales.
Welsh Local Government Association (WLGA) The professional body representing
the interests of local authorities in Wales.
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1. Similar results to those presented in this book were obtained for the 2002 data
when the cases were restricted to the sub-set for 2003 (available on request).
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