





budgetary decision making. On the one hand, drawing on basic
dyadic principal-agent models analyzing the relationships between
political principals and bureaucratic agents (see e.g., Moe 1984), we
would expect that politicians would get directly involved in budgetary
decision making within the agencies. Given the informational asym-
metries and assumed goal conflict between the political principals
and bureaucratic agents (e.g., Bendor 1988; Bendor, Taylor, and Van
Gaalen 1987), the elected officials may feel that they need to assume
more direct control over the details of organization-level decision
making instead of entrusting another agent—the MOF—with more
powers. Also, based on the credit-claiming perspective, such a strat-
egy would enable the elected officials to “claim more credit” for deal-
ing with the crisis (Hood 2011). This leads us to our first hypothesis.

Hypothesis 1a: Increases in the power of politicians regard-
ing organizational decision-making processes are negatively
associated with increases in the power of the MOFE.

On the other hand, we can expect that elected officials would choose
to empower the central budget office (i.e., the MOF). Elected
officials’ direct involvement in organizational-level decision making
entails high transaction costs (Mitnick 1980). Also, more nuanced
principal-agent models allow for the possibility of goal congru-
ence between various types of principals and agents (e.g., Waterman
and Meier 1998). If elected officials have resolved to take action in
response to fiscal crisis, the MOF—as the “guardian” of the budget
process—is their most obvious ally in implementing these actions.
In the context of a fiscal crisis, the goals of the politicians and of
the MOF are likely to be closely aligned—that is, to consolidate
the budget. As the fiscal governance literature has emphasized, the
MOF—the guardian of the public purse—is usually assumed to
take a more comprehensive view of the budget than the line minis-
tries; thus, it has incentives to internalize the costs of public spend-
ing programs and can also internalize the benefits from a successful
consolidation program (Alesina and Perotti 1999; Hallerberg 2004;
Hallerberg, Strauch, and Von Hagen 2009; Hallerberg and Von
Hagen 1999; Krause 2012). Furthermore, given that the MOF has
more detailed information about budgetary matters (derived from
the routines in preparing and implementing the annual budget),
empowering the MOF can help alleviate the informational asym-
metries that elected officials may face in imposing budget cuts on the
individual agencies. Finally, from the point of

grant more power to the budget guardians (i.e., the MOF), especially
in the form of stronger “agenda-setting” powers at the beginning of
the budget cycle (Molander 2001; Tarschys 1983, 1985). Based on

this discussion, we propose a competing hypothesis:

Hypothesis 1b: Increases in the power of politicians regard-
ing organizational decision-making processes are positively
associated with increases in the power of the MOF.

If, in response to fiscal crisis, the powers of politicians and the MOF
increase, what does that imply for decision-making dynamics within
the individual agencies? Based on the discussions in the fiscal gov-
ernance and cutback management literatures, we would expect this
to lead to more centralized decision making in individual organi-
zations. The cutback management literature argues that if external
pressures are imposed on individual organizations to cut expendi-
tures, that will trigger movement toward mechanistic structures and
hierarchy-based procedures in organizations (Bozeman 2010; Peters
2011; Stern and Sundelius 1997). Centralization of decision making
is seen as a necessary precondition for undertaking retrenchment
because, as in the interorganizational context, subunits within indi-
vidual organizations would be unlikely to volunteer to cut them-
selves (Behn 1985; Bozeman and Straussman 1982; Levine 1985).
In Behn’s words, “It would be a very unusual organization indeed
that generated through a decentralized process . . . proposals for
self-imposed cutbacks to match a significant decline in resources”

(1980, 619).

Thus, in order to achieve the cutbacks required of their agencies,
top managers are likely to adopt a more centralized stance in the
budgetary decision-making process and set targets for their organi-
zational subunits. Also, in response to the external pressures of
retrenchment from elected officials and the MOF, the top manag-
ers of the line units may want to strengthen their position in the
decision-making processes of their organizations in order to protect
what they view to be their core functions and priorities (Douglas
1999; Levine 1978). Furthermore, in the context of externally
imposed resource pressure on the organization, managers are likely
to view mistakes made within the organization as more visible and
costly and hence would want to assume control over more decisions

(Whetten 1987).

view of solving the collective action problem
on the budgetary commons (Hallerberg 2004;
Hallerberg, Strauch, and Von Hagen 2009),
elected officials may want to increase the power
of the MOF in the budget process in order to
make sure that none of the organizations shirks
in adopting austerity measures. The existing
literature on cutback management and cutback
budgeting also predicts that fiscal crisis would

The stronger the pressures from
outside, the more extensive
the centralization of decision
making within the organization
is likely to be to cope with the
intraorganizational common-

pool problems.

In a similar vein, according to the fiscal
governance literature (e.g., Alesina and Perotti
1999; Hallerberg 2004; Hallerberg, Strauch,
and Von Hagen 2009), the solution of the
common-pool problems involved in adopting
cutbacks within an organization—in response
to external pressures to cut expenditures—
would entail strengthening the powers of
central organizational actors who can sanction

bring about an increase in the power and role
of the MOF vis-a-vis the line ministries (Di
Mascio, Natalini, and Stolfi 2013; Schick 1986). As Schick explains,
when the budget is “targeted for contraction or stabilization” (1986,
125), a bottom-up process may lead to excessive conflict between
demanders and constrainers because the former would be likely to
continue to press for greater spending. Hence, in order to alleviate the
level of conflict and make cutbacks feasible, the elected officials would

the subunits when necessary in order to secure
their cooperation in achieving the cutbacks.
The stronger the pressures from outside, the more extensive the
centralization of decision making within the organization is likely

to be to cope with the intraorganizational common-pool problems.
Thus, if elected officials and the MOF pressure the managers at

the top of the organizational hierarchy to undertake cutbacks in
response to a fiscal crisis, we can expect the decision making within
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that organization to become more centralized. This leads us to our
second hypothesis:

Hypothesis 2: Increases in the power of politicians and the
Ministry of Finance are positively associated with greater
centralization in organizational decision making.

Finally, looking at the shifts in the power and role of the budget
units within individual organizations, we can predict—based on the
discussions of the more nuanced principal-agent models earlier (see
Waterman and Meier 1998)—that just as elected officials might
want to use the MOF as their “ally” to exert more extensive control
over the line ministries, top managers within

This was observed in a wide variety of settings, including national
governments of Organisation for Economic Co-operation and
Development countries (e.g., Bozeman and Straussman 1982;
Schick 1986, 1988, 1990; Tarschys 1983, 1985, 1986; Wright
1977, 1981), state governments in the United States (e.g., Lee
1991) and local governments (e.g., Cothran 1993; Hendrick 1989;
Levine, Rubin, and Wolohojian 1981a, 1981b). Some studies,
however, found that instead of bringing about increased flexibility
over the details of spending, fiscal stress induced more centralized
control over the specific line items of the budget (e.g., Caiden and
Chapman 1982; Levine, Rubin, and Wolohojian 1982; Massey and
Straussman 1981; Schick 1988), in the hope that “if you watch
your pennies the dollars will take care of

agencies are likely to ally with the budget
department in their organizations to facilitate
the adoption of cuts (given that the budget
departments are the best informed about
agency expenditures). Furthermore, external
actors are likely to request additional financial
information during periods of fiscal crisis,
amplifying the importance of the budget

External actors are likely to
request additional financial
information during periods
of fiscal crisis, amplifying the
importance of the budget office
within the organization.

themselves.” Scholars also noted in the 1990s
that fiscal consolidation often led to increased
centralization of budgetary decision making,
shifts to top-down budgeting, and enhanced
power for the MOF (Hallerberg 2004; Krause
2012; Molander 2001; Schick 2001).

With regard to the current era of austerity, a

office within the organization.

Thus, the adoption of more centralized decision making is likely to
cause managers to draw more heavily on the expertise of their budget
offices to help them both protect the organization from external
attacks and make the difficult choices regarding which areas to cut.
The existing literature on cutback budgeting also argues that in return
for accepting stricter control over budget totals by the MOF (and
the necessity to cut expenditures), the spending agencies would want
more flexibility in using the funds, which, in turn, would mean the
empowerment of the budget units within the individual organiza-
tions (Cothran 1993; Levine, Rubin, and Wolohojian 1982; Schick
1988; Tarschys 1986). This leads us to our third hypothesis:

Hypothesis 3: Increases in the power of politicians and the
MOF and increases in centralized decision making within
agencies are positively associated with increases in the power
of organizational budget planning offices.

Thus, the story offered here suggests that centralizing actions at one
point in the system can lead to reactions that result in a centraliza-
tion cascade, such that greater centralization occurs across other
clements of the system. Thus, when politicians begin to behave in a
more top-down manner in order to maintain the commons during
fiscal crises, they might choose to enhance the power of the MOF
(i.e., the central budget office). As external forces (e.g., politicians
and/or the MOF) exercise more control, managers of individual
agencies might respond by centralizing decision-making processes
more within their organizations. These actions, in turn, would lead
to the granting of more authority to organizational budget offices.

Empirical studies have touched on how efforts to “maintain the
budgetary commons” during times of fiscal crisis have affected
decision-making processes. Studies of the previous era of cutbacks
in the 1970s and 1980s for the most part appear to confirm the
prediction that shifts toward top-down budgeting—in its genuine
variant of combining centralized control over totals with decen-
tralization of decision making on the details—would take place.
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significant number of studies have addressed
the general responses to the fiscal crisis by different governments, the
nature of the cutbacks (e.g., across-the-board versus targeted cuts),
and the content of the consolidation measures undertaken (see, e.g.,
Dougherty and Klase 2009; Kattel and Raudla 2013; Raudla and
Kattel 2011, 2013; Scorsone and Plerhoples 2010). Few studies,
however, have systematically examined the impact of the crisis on
decision-making processes across governments. Shifts toward more
centralized governmental decision making and increases in the power
of the MOF have been observed in case studies of Germany (Kickert
2012b, 2013), Estonia (Raudla 2013), the United Kingdom (Peters
2011), Hungary (Hajnal and Csengddi 2014), Portugal (Di Mascio
and Natalini 2015), Iraly (Di Mascio and Natalini 2015; Di Mascio,
Natalini, and Stolfi 2013), and Slovenia (Pevcin 2014). Increased
politicization of (budgetary) decision making has been observed in
the Netherlands (Kickert 2012a), Hungary (Hajnal and Csengodi
2014), and Slovenia (Pevcin 2014).

All of the existing studies look only at jurisdictions as a whole,
ignoring individual governmental organizations. Also, no studies
have examined whether governmental organizations (ministries,
agencies, etc.) increase the power of their budget offices during peri-
ods of fiscal crisis. Furthermore, existing studies have not looked at
how the different shifts in decision-making processes are connected
to each other. For example, the literature generally concludes that
centralization and increased power of the MOF (or central budget
unit) occur during fiscal crises but does not examine the extent to
which intervening factors influence these outcomes and how the
shifts in the power of the MOF, in turn, may influence the decision-
making processes in the line ministries. In other words, previous
studies have failed to take a holistic approach to these larger issues.
This article seeks to address this gap by exploring the hypotheses

outlined in this section.

Research Design and Methodology
Data
The analysis employs data from the COCOPS project, one of

the largest comparative public management research projects



in Europe, intended to provide a comprehensive picture of the
challenges facing the public sector in European countries.? A
cornerstone of the project was the COCOPS Executive Survey on
Public Sector Reform in Europe, an original, large-scale survey of
public sector top executives in 17 European countries (Austria,
Denmark, Estonia, Finland, France, Germany, Hungary, Ireland,
Italy, Lithuania, the Netherlands, Norway, Portugal, Serbia, Spain,
Sweden, and the United Kingdom). The survey targeted 22,586
senior-level managers from these 17 countries, resulting in a
response rate of 30.6 percent (6,701 valid responses). Although the
survey cannot claim full representativeness for the data, it can be
regarded as a good proxy, and it is by far the largest comparative
data set for European public administration collected until now. In
order to avoid random sampling and issues of representativeness, the
COCOPS executive survey was based on a full census of all central
government ministries and agencies in the target countries. It cov-
ers all high-level public sector executives who could be expected to
be involved in public administration reform processes. Generally,
within all central government ministries and subordinated agen-
cies, the two top administrative levels were addressed; in some cases,
invitations were also sent to executives on the third level if, because
of their policy relevance, this was deemed appropriate. The survey
was launched in May 2012 and implemented in several rounds (for
a more detailed overview of the survey, see, e.g., Hammerschmid,
Oprisor, and Stimac 2013).

The survey aimed to explore public sector executives’ percep-
tions and experiences regarding public management practices,
public sector reforms, and the impact of the fiscal crisis. Our
analysis focuses primarily on a subset of questions dealing specifi-
cally with managers’ perceptions of how the fiscal crisis affected
public administration within their organizations. Managers
whose organizations were required to achieve savings/cutbacks

in response to the fiscal crisis were directed to several questions
addressing their perceptions concerning the impact of the crisis
on decision-making processes. Approximately 75.8 percent of
the respondents (5,082 managers) indicated that their organiza-
tions had participated in savings/cutbacks efforts during the fiscal
crises. The data provided by these respondents serve as the basis
for the analysis.

Variables

This article seeks to take a more holistic approach than previous
research in analyzing how decision-making processes are affected
during periods of fiscal crisis. To that end, the survey data produced
a number of variables useful for assessing the impact of key factors
on the extent to which decision-making processes became more
centralized for European public sector organizations. As discussed
earlier, a shift toward more centralized decision making can express
itself in various forms. Several questions in the survey focused on
respondents’ perceptions of whether such outcomes were taking
place. Managers were asked the extent to which they agreed (on

a seven-point Likert scale, where 1 = strongly disagree and 7 =
strongly agree) with the following statement: “As a result of the
fiscal crisis,” (1) “The power of politicians (versus nonelected public
officials) in the decision-making process has increased”; (2) “The
power of the Ministry of Finance has increased”; (3) “Decision
making in my organization has become more centralized”; and (4)
“The unit dealing with budget planning within my organization

has gained power.” We utilize these questions to test our main

hyPO theses.

We include in our models several vectors of control variables
gleaned from the COCOPS survey to more fully account for the
differences in responses regarding the power of the MOF, the
centralization of organizational decision making, and the power

of organizational budget units. One vector includes organizational
behavior factors reported in the COCOPS survey that could influ-
ence respondents’ perceptions or otherwise influence outcomes
regarding power relationships and centralization. These include

the extent to which: the organization has a high number of goals;

it is easy to observe and measure the organization’s activities; the
organization receives clear sanctions for not achieving its goals; peo-
ple in the organization enthusiastically pursue collective goals and
mission;? and the respondent interacts with administrative supe-
riors and higher administrative levels.* Additional vectors include
organizational type in which the respondent worked (ministry at the
central government level, agency or subordinate government body
at the central government level, ministry at the state or regional
government level); organizational size where the respondent worked
(less than 100, 100-499, 500-999, 1,000-5,000, greater than
5,000, unsure of size); level of hierarchy in which the respondent
worked (top hierarchical level in the organization, second hierarchi-
cal level in the organization, third hierarchical level in the organi-
zation, other/unsure of level); and policy area of the respondent’s
organization (general government; foreign affairs; finance; economic
affairs; infrastructure and transportation; defense; justice, public
order and safety; employment services; health; other social protec-
tion and welfare; education; environmental protection; recreation,
culture, religion; other; multiple policy areas).” We also included
country dummies to control for country-level differences.

Methodology

The survey results were used to estimate three ordered probit
regression models corresponding to our main hypotheses. Such an
approach is appropriate because of the ordinal nature of the depend-
ent variables. The key question addressed by the models is whether,
during times of fiscal crisis, centralizing pressures lead to even
greater centralization of decision-making processes for public organ-
izations. Other organizational factors that could affect the extent to
which centralization occurs are assessed as well, and country-level
fixed effects are controlled for. Our analysis proceeds by discussing
descriptives regarding the theoretical variables and then presenting
the results of the probit models.

Results and Analysis

Descriptive Analysis

Table 1 shows that respondents, in general, perceived moderate
increases in the centralizing factors as a result of the fiscal crisis.
Perceptions regarding the power of politicians were almost evenly
split (mean = 4.03) between those largely disagreeing that politi-
cians’ power had increased (scores of 1-3, 36.7 percent) and those
largely agreeing (scores 5-7, 39.9 percent), with the remaining 23.3
percent falling in between these perceptions. In contrast, respond-
ents were much more likely to perceive the MOF as having gained
power as a result of the crisis, with almost three-quarters designating
a score of 5 or greater to this question, producing a mean score of
5.37. Perceptions regarding increases in the power of organizational
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Table 1 Frequency Counts for Main Theoretical Variables

1 7
Question: As a result of the fiscal crisis . . . Strongly Disagree 2 3 4 5 6 Strongly Agree N Mean
The power of politicians (versus nonelected public 483 701 651 1,166 817 714 465 2997 403
officials) in the decision-making process has increased 9.7% 14.0% 13.0% 23.3% 16.3% 14.3% 93% ' :
The power of the Ministry of Finance has increased 184 217 228 681 950 1,261 1,561 5082 37
3.6% 43%  45% 13.4% 187%  24.8% 30.7% ' :
Decision making in my organization has become more 304 422 424 958 1,041 1,101 832 5082 470
centralized 6.0% 83%  83% 189% 205% 21.7% 16.4% k :
The unit dealing with budget planning within my 410 504 532 1,054 955 91 604 1970 437
organization has gained power 8.2% 101% 10.7% 21.2% 19.2% 18.3% 12.2% ! :
budget units were generally lower (mean = 4.37), with slightly less Table 2 Country Means for Main Theoretical Variables
than half agreeing and only 12.2 percent strongly agreeing. Finally, Power of Decision Making Power of
respondents tended to believe that decision making within their Power of Ministry in Organization  Organization’s
L . . Politicians of Finance Became More Budget Planning
organizations had become more centralized (mean = 4.70), with c . -
. ountry Increased Increased Centralized Unit Increased
58.6 largely agreeing. -
Austria 3.92 5.27 4.42 4.40
(378) (385) (382) (382)
Table 1 reveals clearly that a substantial number of respondents Denmark 318 5.82 4.97 4.95
disagreed (scores of 1-3) or were neutral (scores of 4) regarding these (125) (126) (126) (125)
questions, and those who agreed differed in the strength of their Estonia 442 >:46 >.06 335
Thi L. 11 for th . fch in h h (268) (268) (269) (267)
agreement. This variation allows for the testing of the main hypoth- Finland 102 553 479 148
eses concerning whether shifts in certain elements of centralized (623) (627) (629) (628)
decision making are associated with changes in other centralizing ele- ~ France 3.97 5.44 4.87 473
ments. Initial bivariate correlation analysis suggests the existence of “@74) “78) “479) (478)
h relari hips: th £ politici civel iated Germany 3.67 5.14 4.14 4.34
such relationships: the power of politicians was positively associate (379) (381) (380) (380)
with the power of the MOF (p <.001); the power of politicians and ~ Hungary 3.95 5.27 4.95 4.66
the power of the MOF were both positively associated with more (182) (182) (185) (186)
centralized decision making within organizations (p <.001); and the Ireland é(§93) (2'1153) é 13;3) ér;)
power of politicians, the power of the MOF, and more centralized Italy 220 584 515 275
decision making within organizations were all positively associated (140) (143) (142) (142)
with the power of organizational budget offices (p < .001). Lithuania 3.99 4.17 4.87 341
301) (299) (304) (294)
Netherlands 3.69 5.10 4.44 4.38
Table 2 displays country means for each question. Politicians look as a7 (72) (72) (172)
if they became much more involved in organization decision mak- Norway 3.12 467 3.39 3.51
ing in countries where the fiscal crisis was more severe (Portugal, (143) (150) (148) (150)
Spain, Estonia, Ireland, Italy),® but less so in countries where the Portugal (52;1 ;) (gff) (52519) é; é)
crises was relatively mild (Sweden, Norway, Denmark, Germany, Serbia 417 4.74 461 383
the Netherlands). This general pattern also occurred for the degree (655) (695) (689) (595)
to which organizational decision making became more centralized, Spain 4.99 5.62 5.01 4.73
with Norway, Sweden, Germany, Austria, and the Netherlands Sweden (32 3:)88) (52 A;?) (32 392) (52 35%)
seeing the least amount of centralization, while Portugal, Ireland, (325) (330) (334) (333)
Italy, Estonia, and Spain saw the most. On the surface, these find- United 3.94 4.90 4.68 4.32
ings indicate that both politicians and public managers facing more Kingdom (50) (50) (50) (50)
extreme fiscal circumstances feel a greater need to exert control cocops 4.03 >37 470 437
8 mean (4,997) (5,082) (5,082) (4,970)

over organizational decision making in order to better influence
responses and outcomes. In contrast, no clear pattern emerged
across country responses concerning the power of either the MOF
or organizational budget offices, indicating perhaps different strate-
gic approaches across countries on the question of how much politi-

Note: Number of respondents in parentheses.

Table 3 presents the results of three ordered probit regression
models designed to test our specific hypotheses and, more broadly,

cians and managers should utilize these fiscal
offices to respond to economic downturns.

As stated earlier, we seek to take a holistic
look at the extent to which greater centraliza-
tion occurs during fiscal crises by analyzing
the interlinkages among the main forms
through which more centralized decision
making often expresses itself, whereas previous

Both politicians and public
managefs faCing more extreme
fiscal circumstances feel a
greater need to exert control
over organizational decision
making in order to better influ-
ence responses and outcomes.

to address the question of whether central-
izing actions at one point in the system lead
to reactiOnS throughout the System. T}le
models estimate the relationships between the
independent variables and the perceptions

of public managers regarding whether, as a
result of the fiscal crisis, the power of the MOF
increased (model 1), decision making within
their organization became more centralized

research focused on these forms separately.
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Table 3 Ordered Probit Regression Estimates (country-level fixed effects)

Model 1
Power of the MOF

Model 2

Centralized Decision Making

Model 3
Power of Budget Unit

Theoretical variables
Power of politicians has increased
Power of the Ministry of Finance has increased
Organizational decision making has become more centralized
Organizational behavior variables
High number of goals
Activities are easy to observe and measure
Face clear sanctions for not achieving goals
Frequent interaction with superiors and higher administrative levels
Mission and goals enthusiastically pursued by organization’s members
Organization type (reference category is ministry at central government level)
Central government agency or subordinate body
Ministry at state or regional level
Organization size (reference category is > 5,000 employees)
Fewer than 100 employees
100-499 employees
500-999 employees
1,000-5,000 employees
Unsure of size
Level of hierarchy (reference category s first hierarchical level)
Second hierarchical level
Third hierarchical level
Other/unsure of level
Policy area (reference category is general government)
Foreign affairs
Finance
Economic affairs
Infrastructure and transportation
Defense
Justice, public order, and safety
Employment services
Health
Other social protection and welfare
Education
Environmental protection
Recreation, culture, religion
Other
Multiple policy areas
X?
Nagelkerke R?
N

0.192 (0.010)***

0.021(0.011)"
0.008 (0.011)
0.034 (0.011)**

-0.074 (0.039)"
0.140 (0.094)

0.001 (0.062)
0.031(0.056)
0.047 (0.064)
0.116 (0.062)"
~0.039 (0.150)

-0.111(0.046)*
-0.166 (0.048)***
-0.090 (0.101)

0.071 (0.099)
~0.304 (0.073)***
0.035 (0.076)
0.031(0.080)
0.021(0.118)
0.169 (0.073)*
~0.106 (0.084)
0.223 (0.085)**
0.157 (0.086)"
0.205 (0.081)*
0.042 (0.087)
0.162 (0.102)
-0.025 (0.096)
0.032 (0.064)
1234.3%%*
0.239

4,714

0.202 (0.010)***
0.249 (0.011)***

0.035 (0.011)***

0.014(0.011)

0.024 (0.011)*
~0.039 (0.018)*
~0.056 (0.012)***

0.028 (0.039)
0.379(0.094)***

~0.214 (0.062)***
~0.143 (0.055)**
~0.028 (0.063)
0.029 (0.061)
-0.207 (0.152)

0.150 (0.046)***
0.161 (0.048)***
0.088 (0.100)

~0.307 (0.096)***
-0.022 (0.073)
~0.006 (0.074)
0.064 (0.079)
0.254 (0.117)*
0.216 (0.072)%*
0.161 (0.083)"
0.020 (0.084)
~0.052 (0.084)
~0.015 (0.036)
~0.057 (0.088)
0.067 (0.100)
-0.147 (0.097)
~0.025 (0.063)
1693.9%**
0317
4,583

0.039 (0.010)***
0.194 (0.012)***
0.208 (0.011)***

0.029 (0.011)%*
~0.002 (0.010)
0.019 (0.011)"

-0.126 (0.039)***
0.262 (0.093)**

-0.071(0.061)
~0.085 (0.054)
0.043 (0.062)
0.066 (0.060)
-0.037 (0.152)

0.065 (0.044)
0.073 (0.047)
0.090 (0.099)

0.164 (0.096)"
0.197 (0.073)**
0.043 (0.074)
-0.016 (0.079)
~0.144 (0.115)
0.194 (0.071)**
-0.080 (0.083)
0.091 (0.083)
0.147 (0.083)'
0.030 (0.078)
0.026 (0.086)
0.136 (0.100)
-0.029 (0.097)
0.090 (0.063)
1759.3%**
0.324
4,627

Notes: Unstandardized regression coefficients are shown. Standard errors are in parentheses. Country dummies are suppressed.

'p=.1;,*p<.05 **p<.01;, ***p <.001.

planning within their organization gained power (model 3). Positive
coefficients represent greater agreement regarding these outcomes,
while negative coefficients represent greater disagreement.” For each
model, the chi-square statistic is significant and the Nagelkerke &
exceeds 0.20, indicating that they are reasonably fitting models.

Power of the Ministry of Finance

Model 1 shows that respondents’ perceptions regarding politicians’
power over their organizations” decision-making processes were
positively associated with their perceptions of the extent to which
the power of the MOF had increased (p < .001). This finding dis-
confirms hypothesis 1a while confirming hypothesis 1b, suggesting
that during the fiscal crisis, elected officials who chose to exert more
control over organizational decision making did so, at least in part,
by enhancing the power of the MOF rather than by circumvent-
ing the MOF in an effort to either “claim credit” for dealing with
the crisis or avoid bureaucratic filtering of their policy directives.
Politicians apparently view the MOF more as a policy tool given its
expertise and knowledge about organization budgets—information

that elected officials need to effectively observe and control organi-
zational actions.

Relationships also existed between respondents’ perceptions of the
MOPF’s power and the extent to which respondents believed their
organizations had a high number of goals and faced clear sanctions
for not achieving their goals. This makes sense given that the MOF
is a logical organization for carrying out the task of assessing organi-
zational activities and performance. Therefore, organizations with
high numbers of goals likely experienced more interactions with
MOF officials as these goals were assessed during the crisis, ampli-
fying perceptions of the MOF’s power. Also, where performance
assessments were utilized to help make the difficult choices neces-
sitated by the fiscal crisis, the MOF would reasonably be viewed as
playing a more powerful role by managers.

Organizational type and size played little role in influencing percep-
tions of the power of the MOF. However, respondents working in
the second and third hierarchical levels were less likely than officials
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in the first hierarchical level to view the MOF as having gained
power. This finding indicates that to the extent that the MOF actu-
ally exerted more influence over agencies, it did so in a top-down
manner. Thus, it appears to have focused more on macro-level issues
within organizations during the fiscal crisis, leaving top managers
with the responsibility of deciding how to carry out its instructions
at lower organizational levels. Several of the policy area variables also
achieved significance. Perceptions of increased MOF power were
higher for officials working in the areas of health; education; and
justice, public order, and safety; and lower in the area of finance. In
the case of the latter, it is interesting (but not surprising) that MOF
officials were less likely than many others to believe that they had
gained power during the fiscal crisis.

Organizational Decision Making

Model 2 confirms hypothesis 2. Managers’ perceptions of the power
of both politicians and the MOF were positively associated with
their perceptions of increased centralized decision making within
their organizations (p < .001). As a result, it appears that during

the fiscal crisis, ministries responded to greater external interference
by centralizing their decision-making processes. This is possibly
attributable to top managers seeking to maintain control over their
agencies’ operations in order to protect core functions and priori-
ties from excessive cuts and/or to guard against visible mistakes that
might prove especially costly while external interference was high.

The greater the number of organizational goals, the more likely
respondents were to perceive decision making to have become

more centralized during the crisis. This is possibly attributable to
top managers needing to address the common-pool problem and
perhaps wanting to protect their highest priorities. It is natural for
all units within an organization to believe their goals to be vital. As
resources shrink, conflict increases as units compete for a smaller pot
of money. Under such conditions, more centralized control may be
needed to make the difficult choices concerning winners and losers.
Managers who believed that their organizations faced clear sanctions
for not achieving goals were also more likely to perceive decision
making to have become more centralized. This may be attributable
to central managers relying more heavily on performance assess-
ments to assign winners and losers across their organizations.

In contrast, less centralization was perceived by respondents who
interacted more frequently with their supervisors and high-level
officials and by respondents scoring higher on

input gives them a better understanding of higher-level decisions),
making them less likely to agree that greater centralization had
occurred.

In regard to other organizational variables, officials in ministries at
the state or regional level were more likely than respondents work-
ing for the central government to perceive increased centralization,
while individuals working in smaller organizations (fewer than 500
employees) were less likely to view their decision-making processes
as having become more centralized. Interestingly, respondents work-
ing within their organizations’ second and third hierarchical levels
reported greater centralized decision making as a result of the fiscal
crisis. Thus, while second- and third-level officials were less likely to
believe that the MOF had gained power (model 1), they were more
likely than first-level officials to report greater centralization within
their organizations. This lends support to our earlier suggestion that
external pressures were exerted more at higher levels, with top man-
agers then being required to transmit tough decisions down to the
lower levels of the hierarchy. Finally, defense; employment services;
and justice, public order and safety reported greater centralization,
whereas foreign affairs respondents reported less.

Power of Organizations’ Budget Planning Offices

Our final hypothesis (3) is confirmed in model 3. Officials’ percep-
tions regarding the power of politicians, the power of the MOF, and
the degree of centralized decision making within the organization
are all positively associated with perceptions regarding the power of
the budget planning unit within the respondent’s organization (p
<.001). This is possibly the result of external actors both imposing
restrictions on and requesting more information from agencies, as
well as internal managers relying more heavily on the expertise of
their budget officers to aid them in identifying areas for potential
cuts. Both circumstances necessitate greater reliance on agencies’
budget units.

Once again organizations with a high number of goals and organiza-
tions that faced clear sanctions for not achieving goals were posi-
tively associated with the dependent variable, and prospectively for
the same reasons alluded to in the previous models. Several organi-
zational variables were also significantly associated with respondents’
perceptions regarding the power of their organization’s budget unit.
Central government agencies or subordinate bodies were less likely
to perceive their budget offices as having gained power during

the crisis, whereas ministries at the state or

the extent to which their members enthusi-
astically pursued the organization’s mission
and goals. It appears, therefore, that greater
organizational commitment on the part of
employees overall makes top managers less
inclined to exert more control during times
of crisis. When organizational commitment is

Greater organizational commit-
ment on the part of employees
overall makes top managers less
inclined to exert more control
during times of crisis.

regional level were more likely to have such
perceptions. Finally, officials working in the
areas of foreign affairs; finance; other social
protections and welfare; and justice, public
order, and safety were more likely to respond
that their budget office’s power had increased
as a result of the crisis.

high, organizational personnel may be more

willing to work together to resolve conflict and make sacrifices

for the greater good. Frequent interaction between managers and
supervisors may also be leading to more trust by top officials in the
actions of their subordinate manager, and, therefore, less need to
centralize decision making. Alternatively, respondents who interact
more with their superiors may simply perceive that their input is
being taken into account by high-level officials (or perhaps their
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Conclusion

This article has taken a more holistic approach than previous
research in analyzing how decision-making processes are affected
during periods of fiscal crises by examining how different central-
izing outcomes relate to one another. It has done so using a unique
data set—the responses of thousands of top public managers across
17 European countries. The survey responses generally match



the expectations set in the literature, that decision-making proc-
esses become more centralized during times of crisis—respondents
reported that the power of politicians, the MOF, and organizational
budget units tended to increase during the crises, and decision mak-
ing within government organizations tended to become more cen-
tralized. Our study moves beyond the existing literature, however,
which simply acknowledges that centralizing outcomes generally
occur during fiscal crises. We do so by identifying the occurrence of
a centralization cascade, such that centralizing actions at one point
in the system lead to increased centralization across the system, and
by revealing how other factors affect the extent to which centraliza-
tion occurs.

We provide evidence that the power of the MOF is enhanced when
politicians exert more control over agencies during fiscal crises.
This is no surprise given that it is logical for elected officials to rely
heavily on the MOF to gather information and enforce compli-
ance with politicians’ directives. What is more interesting is that
the MOF appears to make its increased power felt more at the top
hierarchical level of agencies. Politicians and the MOF, therefore,
appear to be trying to influence organizational behavior in a top-
down manner—Ilikely focusing more on the aggregates and leaving
the details of cuts up to organizational managers (as predicted in
much of the literature). This, in turn, seems to have a centralizing
influence on organizational decision making. Greater external pres-
sures create a need for top organizational managers to gain more
control over their organizations’ action in order to both protect key
functions and direct necessary cuts across lower level units. This
appears to be especially true for agencies with a high number of
goals, which makes sense given the greater difficulty of coordinat-
ing cutbacks in such organizations. Our findings thus lend general
support to the budgetary commons literature, which predicts that
dealing with increasing common-pool problems in response to
fiscal crisis necessitates more centralized decision making. We can
observe that the more serious the common-pool problems within
the organization are, the more likely the centralizing tendencies.
When the organization has a large number of goals (a variant of the
law of 1/7), centralization is likely to become necessary in order to
impose budgetary cutbacks. What we add to the existing literature
on budgetary commons is the notion that centralizing actions

by elected officials and increased power of the MOF may lead to
centralizing tendencies throughout the rest of the governmental
organizations as well.

A particularly interesting finding is that a high degree of organiza-
tional commitment on the part of employees (and perhaps more
frequent interaction between managers and higher level officials)
seems to make centralization less necessary within organizations,
possibly because staff in these agencies work together more during
periods of crisis to protect the larger organization. It may be the
case that top officials in these organizations believe their staff are
less biased and parochial and, therefore, providing more reliable
information and advice that can be used to help the organization
navigate the crisis. This finding is especially interesting to scholars
of public management and should be explored more deeply in
future research.

We also provide evidence that increased intervention by poli-
ticians, greater influence by the MOF, and more centralized

decision-making processes all lead to enhanced power for organi-
zational budget planning offices. This finding is important because
the role of organization-level budget units during times of fiscal
crisis has been completely ignored in the cutback budgeting and
fiscal governance literatures. Finally, it is important to note that
politicians and the MOF had both direct and indirect effects on
centralizing factors at the organizational level. The increased power
of politicians, for example, was significantly related to increased
power of organizational budget offices, as well as being significantly
related to increased power of the MOF and greater centralization
of organizational decision making—both of which influenced the
power of organizational budget units directly. The direct effect is
possibly attributable to politicians requiring more information from
budget offices, but this is simply conjecture. Future research should
study how exactly the different elements enhance the power of
organizational budget offices.

Rubin (2015) points out in her article on the past and future budget
classics that future research on budgeting should pay more attention
to conflict. Drawing on the findings of our article, future research
could look at how shifts in the powers of the main budget actors
influence the level of conflict in the budget process and whether
crisis-induced centralization (cascades) alleviates or aggravates
conflicts in budgetary decision making. Furthermore, as emphasized
by Rubin, future studies should take a closer look at the power
struggles between the legislature and the executive. While our article
shows that greater involvement of politicians creates ripple effects
throughout the system, it would be useful to explore in presiden-
tial systems whether the branch of government of the politicians
matters.

There are many questions that future research should address in
order to understand more fully how the elements of the larger
system affect one another when centralization cascades occur dur-
ing periods of fiscal stress. It must be remembered that the data
employed here are survey responses regarding the perceptions of
top public managers. Therefore, it would be useful if more objec-
tive measures of centralization were explored by future researchers
to better assess the extent to which centralization cascades occur

in response to fiscal crises. Future research should also examine

the concept of centralization cascades more broadly. Under what
other conditions might they occur? And, are the potential outcomes
beneficial or problematic—for example, how might centralization
cascades affect organizational performance? More research is needed
regarding this phenomenon.
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Notes
1. In our theoretical discussion we focus on the national level of government. In

the context of intragovernmental relations, additional decision-making dynamics
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can emerge (e.g., in the form of emergency financial managers, appointed by

the elected officials from the state level, to rectify the financial problems in local
governments going through fiscal crisis, after the political decision making in the
local government level has ended in stalemate) (see, e.g., Kasdan 2014).

2. For more detailed information, see http://www.cocops.eu.

3. Respondents were asked to score each of these statements on a seven-point Likert
scale; 1 = Strongly disagree, 7 = Strongly agree.

4. Respondents were asked to score this statement on a 6 point scale; 1 = Never, 2 =
Rarely, 3 = Yearly, 4 = Monthly, 5 = Weekly, 6 = Daily.

5. Each vector includes multiple dichotomous variables (0 = no, 1 = yes) donated in
the parentheses. Reference categories are indicated in table 3.

6. Although many media reports and the general public viewed politicians in the
crisis-stricken countries (Portugal, Spain, Italy, and Ireland) as yielding power to
the external actors like the European Commission, the European Central Bank
and the International Monetary Fund, our survey results show that at least in
the perception of the senior-level managers, the elected officials’ power in these
countries had increased in response to the crisis. Thus, it appears that even if the
politicians’ authority vis-a-vis external actors may have decreased, their perceived
power vis-a-vis managers may have grown.

7. Differences occur between the size of the subsamples included in the models and
the larger sample as identified in table 1 due to a number of respondents not
answering all of the survey questions utilized in the models. Difference in means
tests, however, indicated no statistically significant differences at the p = .10
level between the subsamples and larger sample group on the responses to the

theoretically important questions listed in table 1.
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