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CHAPTER 4

Performance Budgeting  
in the Netherlands

Tjerk Budding, Bram Faber and Ed Vosselman

4.1  IntroductIon

As in many countries, in the Netherlands an important catalyst for  
the introduction of performance budgeting was the so-called New 
Public Management (NPM) movement. Compared to other  countries, 
the Netherlands is generally regarded as a country that does not 
take an extreme position. On the one hand, it does not belong to the  
front-runners of countries that propagated NPM reforms already in 
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an early stage (such as the USA and New Zealand), but on the other 
hand the reforms attracted a lot of attention (Hood 1995; Pollitt and 
Bouckaert 2004) and were quite influential.

One of the themes in which NPM played an important role were 
improvements in the planning and control structures and processes in 
governmental organizations. Hereby, one of the reforms aimed at con-
necting policy-making and the allocation of means, and, thus, a connec-
tion between political and economic considerations. Initiatives to realize 
this connection were already taken before the 1980s. Inspired by the 
US Planning Programming Budgeting System, in 1971 the Dutch cen-
tral government set up a coordinating entity aimed to assess government 
spending by doing policy analysis, hereby using both quantitative and 
qualitative data. At local government level a similar initiative was initi-
ated; the association of Dutch municipalities established a study group 
for policy analysis. Neither project was a success: the resulting insights 
were not considered useful in daily practice. At present, there are new 
attempts to connect political and economic dimensions that are consid-
ered more successful. An important contemporary tool for such a con-
nection is performance budgeting: forecasting and target setting of the 
performance of governmental organizations and the associated funds. 
In this chapter we will review some of the developments in perfor-
mance budgeting at two governmental levels: central government and 
municipalities.

As we will show, a search for the right form can be observed in the 
Netherlands—as in many other countries (see OECD 2014)—in how 
to connect policy and means. In addition to that, we also find that the 
Dutch public sector organizations also struggle in how to present policy 
objectives and results as well as financial means (to be) consumed.

4.2  Performance BudgetIng In central government

Performance budgeting in the Dutch central government went through 
a range of different stages to arrive at the form we are familiar with now-
adays (see Fig. 4.1).

The Compatibility Act is considered the centerpiece of the budget 
cycle of the Dutch central government. It establishes rules concerning 
the powers and procedures to be followed with regard to the budget, 
financial management and supervision of the minister of finance. As 
of 2001 the Compatibility Act also regulates the powers, duties and 
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composition of the Court of Audit. The Constitution guarantees that the 
parliament and the senate are involved in the preparation of the budget 
and the annual report.

Each annual budgeting cycle takes approximately two-and-a-half years 
and consists of three phases: (1) budget preparation, (2) budget exe-
cution, and (3) accountability (Budding and van Schaik 2015). Budget 
preparation starts in year t−2 with state budgetary guidelines being 
sent by the minister of finance to ministerial colleagues. These guide-
lines are a further interpretation of the rules laid down in the Central 
Government Finance Management Act. In January of year t−1 budget 
preparation at each ministry starts. In spring, negotiations take place, 
both on a civil service and a political level. Over the summer months 
each ministry prepares its own budget and the Ministry of Finance drafts 
the Budget Memorandum. In mid-August the final drafts are sent to the 
council of ministers for a decision. The documents are presented, with 
great ceremony, to parliament on the third Tuesday of September, the 
so-called Prince’s Day (Prinsjesdag).

Execution of the budget starts on 1 January of every year. Only after 
parliament has approved the budget, ministers are formally allowed to 
spend up to the specified ceiling. In cases where a minister wants to 
spend more, parliament must be asked for permission. Before doing so, 
the minister of finance has to be asked for his/her opinion. Furthermore, 
ministers are subject to rather strict budget rules, which are set at the 
start of each coalition period. These rules include (among others) that a 
minister’s new policy should be covered within his/her own budget and 

1980−1990 : Shift towards 
efficiency and 
effectiveness

1992: Extension of the 
Compatibility Act with 
mandatory evaluation

1999: From Policy 
Budgets to Policy 

Accountability (VBTB)

2001: Anchoring VBTB 
in the Compatibility Act

2006: Introduction policy 
review

2010: Development and 
implementation 

'Accountable Budgeting'

2016: Development of various monitors in order 
to supplement the budget cycle

Fig. 4.1 Historical overview of the developments with regard to central gov-
ernment reporting since 1980
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that overruns should be compensated for within the ministry in which 
these take place.

At year end, each ministry prepares its own annual report and 
the Ministry of Finance also produces the Central Government 
Annual Financial Report, which combines the financial statements 
of all ministries. The reports of each ministry are audited by the 
Central Government Audit Service and are presented to parliament 
on the third Wednesday in May, the so-called Accountability Day 
(Verantwoordingsdag). The Central Government Annual Financial 
Report has to be approved by the Dutch Supreme Audit Institution. The 
budgetary cycle formally ends with the approval of the so-called Final 
Laws (Slotwetten) by the parliament, discharging each minister of their 
financial management.

Traditionally, affordability and manageability of government expendi-
ture were found to play a key role in Dutch public spending. The 1980s 
and 1990s are characterized by a shift toward efficiency and effectiveness. 
Compliance with legislation and regulations was no longer at the core, 
as was traditionally the case. This happened under the influence of an 
emerging NPM paradigm, which manifested itself internationally as well 
(Groot and Budding 2008; Wiesel and Modell 2014). More and more 
public services were outsourced to the market. However, working in com-
petitive relationships entailed the risk that the external party (the agent) 
would not take up the matters—either quantitatively or qualitatively—
as intended by the government (the principal). To limit this risk, it was 
found to be of great importance to make clear agreements on mutual 
expectations by means of standards, performance indicators and contracts. 
It was expected that the high monitoring costs this demanded would be 
offset by the profit of working in a market relationship.

Accountability in just financial terms has its shortcomings. For 
example, costs (in more or less detail) may be indicators for resource 
consumption, but they do not represent the full performance of an 
organization or department. Costs are insufficient to fully re-present 
the performance for which an administrator or a manager is  responsible. 
Moreover, because of a lack of concrete buyer–supplier relationships  
revenues can hardly be calculated. This raises the question of how the 
effectiveness of the programs and activities can be made visible. Many 
public organizations have responded to that question by complementing 
budgets with a system containing non-financial performance measures. 
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These measures further specify the desired (and realized) resource  
consumption and performance.

The monitoring of performance remained a red thread in Dutch gov-
ernment. In 1998, the report ‘Evaluation research in central govern-
ment’ was written, because of the growing importance of non-financial 
policy information and the qualitative requirements that were imposed. 
Moreover, evaluations were often not reported to the Court of Audit, 
even though this was mandatory according to the revised Compatibility 
Act. In 1999, the government memorandum From Policy Budgets to 
Policy Accountability (Van Beleidsbegroting Tot Beleidsverantwoording, 
VBTB) was published, with proposals to arrive at a better understanding 
of the link between policy, performance and resources, as well as the link 
between the budget and the annual report. Through the use of system-
atic evaluations, performance indicators, information on goal achieve-
ment and explanatory texts, a ‘body of evidence’ (Van der Knaap 2006) 
was produced to enable the holding accountable of government.

In addition, financial information was linked to policy information 
and non-financial information. In 2000 the Court of Audit concluded 
that the evaluation function still offered room for improvement as this 
function was not yet clearly defined, and it was interpreted differently 
across the Dutch government. In order to systematize evaluation, the 
so-called three W-questions were formulated:

• What do we want to achieve?
• What are we going to do in order to achieve the goals?
• What will it cost?

A core priority of the VBTB reform was to increasingly make use of a 
list of performance indicators and policy targets in policy documents and 
budgets, in order to operationalize the three W-questions. This method 
has also been termed results-oriented budgeting (Van der Knaap 2007), 
and can be seen in the perspective of the shift from the (traditional) 
line-item budget to a program budget. The number of line-items in the 
budget was reduced from around 800 to 160 (De Jong et al. 2013). 
To highlight the programmatic aspects of policy, the ‘policy section’ 
was introduced, where policy priorities are explained by means of policy 
developments and their financial consequences. Accountability Day was 
first introduced in 2000, in order to close the circle.
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The beginning of the twenty-first century announced a further exten-
sion of results-oriented budgeting, under the influence of NPM. In 2004 
the VBTB method was evaluated, and it was concluded that especially 
ex ante evaluations could be further improved. The problem analysis, a 
baseline measurement and the expected effects of the policy, was often 
absent, or not elaborated thoroughly. The ex ante evaluations were more 
estimates than actual evaluation studies. Moreover, among departments 
there was virtually no structured and systematic consideration of policy. 
It was recommended that ex ante evaluations, incidentally taking place 
during policy preparation, should become a fixed part of the governmen-
tal policy cycle and that new policy alternatives should be identified and 
assessed for effects and political consequences in new or modified pol-
icies (Houppermans et al. 2015). In addition, there was little evidence 
that the new program classification that replaced the line-item classifica-
tion led to large-scale reallocation of expenditure—while the information 
value of the budgets and the administrative burden for departments for a 
long time remained a matter of debate.

In 2006 the Policy Review was introduced: an integral ex post evalu-
ation of a general policy objective. This review consists of a description 
of the problem analysis and the role of the central government, in addi-
tion to policy objectives and instruments used. It furthermore contains 
an analysis of the social effects that have occurred and a description of 
the resources deployed. An external expert was involved in forming the 
final opinion. However, it has been noted in a government-wide con-
text that the use of external experts is often instrumental. Experts are 
involved in, or consulted at the end of the process. Therefore they 
can often only make a very limited contribution to the final product  
(Hoppe et al. 2016).

A need arose to reduce the number of objectives and performance 
indicators in budgets and annual accounts. Despite indicators and man-
datory policy evaluations, insight into the effectiveness of a large pro-
portion of government expenditure was still experienced as insufficient. 
Moreover, evaluations tended to stay within the fixed boundaries of pol-
icy ambitions and theories. As a result, the effectiveness and validity of 
existing policy programs were virtually never questioned, with the result 
that inefficient policy programs could continue for a long time.

In order to restore the perceived ‘flaws’ of VBTB, the Ministry 
of Finance started with the development of the new methodology  
of Accountable Budgeting (Verantwoord Begroten, VB). This form of 
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budgeting was much more based on the powers and responsibilities  
of the minister. It should result in a clearer understanding of the minis-
ter’s policy commitment, which in turn would ideally lead to clear policy 
accountability. The budget primarily became a financial document. Three 
new W-questions were asked, narrowing down the scope of the govern-
mental budget:

• What does the minister want to achieve?
• What will the minister do in order to achieve the goals?
• What does the civil service apparatus resorting under the responsi-

bility of the minister cost?

From 2013 onwards, Accountable Budgeting has been fully operative. 
Some of its core elements are a more detailed, centrally defined presenta-
tion of policy expenditures; separate presentation of organizational (per-
sonnel and material) and policy expenses; and stricter criteria on the use 
of performance targets and indicators (De Jong et al. 2013). It also links 
policy analyses to the annual report, in order to prevent duplication of 
work in this area.

The implementation of these reforms encountered some resistance. 
Policy directorates in particular have tried to recover their lost ‘space’ 
in budget documents by bending the new rules (De Jong et al. 2013). 
This is related to the idea that external pressure can make individ-
uals and organizations decide to oppose reforms (Verhoest 2010). In 
practice this has led to a degree of diversity in views and mores in the 
governmental budget and annual report, which are partly empirically 
confirmed (Kraan 2010; BOR 2015; Hoppe et al. 2016; AVRo 2017) 
(see also Fig. 4.2).

After experiencing a lack of political interest for financial and performance information in Dutch
Parliament, a member introduced a systematic approach for parliamentarians to review the country’s 
national budget and accounts (Duisenberg, 2016). The approach draws mainly on corporate 
experience, and is a parliamentary version of a corporate audit committee that works with a 
standardized review questionnaire, looking for example at the various budgetary aspects of input, 
throughput, output, and (intermediate or final) outcome. Upon its first introduction in 2014, it gained 
some support and is presently being used by several parliamentary committees.

Fig. 4.2 Innovations in monitoring performance in Dutch Parliament



86  T. BUDDING ET AL.

The Study Group for Budgetary Space (2016) found that in less than 
half of the policy reviews (to some extent) statements are made about the 
effectiveness of the policy pursued. For this reason, it was advised to start 
the operation Insight Into Quality (Inzicht in Kwaliteit). Among oth-
ers, the project focuses on the following directions: (1) a greater role for 
independent parties in the evaluation system, (2) improved knowledge 
sharing between departments, (3) more flexibility and customization in 
the deployment and application of budgetary instruments, and (4) the 
development of new approaches within existing instruments.

In recent years, some innovations were implemented with respect to 
evaluation processes and foundations of public decision-making. In 2016 
the Compatibility Act was supplemented with regard to non-financial 
information. An additional obligation came into effect that proposals, 
intentions and commitments should contain an explanation of the objec-
tives, effectiveness and efficiency that are being pursued. At the moment, 
the Ministry of Finance is also initiating a number of changes that pro-
mote and consolidate improvements of (the use of) budget and account-
ability information, under the title of ‘Towards a Digital Budget’. An 
example of this is the website rijksfinancien.nl, which experiments with 
respect to an informative display and visualizations of budgeted and actual 
data, and also tries to link this to an increasingly larger selection of out-
come indicators.

A final development is the emergence of thematic approaches to per-
formance information, rather than the perspective of the budget cycle. In 
2017, a temporary parliamentary committee recommended the develop-
ment of an annual Monitor Broad Welfare (Monitor Brede Welvaart). Its 
first edition was published in 2018. In this context, the Dutch Ministry 
of Health, Welfare and Sport developed a monitor to make the state of 
Dutch health care more transparent.

4.3  Performance BudgetIng In munIcIPalItIes

As described in the introduction section of this chapter, Dutch munici-
palities began discussing performance budgeting systems already in the 
early 1970s (see Fig. 4.3). Inspired by the US Planning Programming 
Budgeting System (PPBS), Dutch municipalities looked for ways to con-
nect policy-making, goal setting and reporting. However, a project to 
actually make the connection between these aspects was not considered 
successful.

http://rijksfinancien.nl
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In the 1980s two new initiatives were taken. The first is the imple-
mentation of new reporting rules in 1985. These rules prescribed that 
municipalities had to use accrual accounting. Moreover, as part of these 
new rules an accounting scheme was introduced that forced municipal-
ities to distinguish 80 major policy areas, so-called functions, in their 
yearly budget and annual report (Bac et al. 1991; VB Groep 1995). 
This uniform scheme aimed to promote comparability between munic-
ipalities. The second initiative was the introduction of the Policy and 
Management Instruments (Beleids en Beheers Intrumentarium, BBI) 
project by the Ministry of the Interior and Kingdom Relations. This 
project provided ideas about how information could be improved to 
effectively support planning and control decisions in municipalities 
(Van Helden 1998, 2000; Houwaart et al. 1995). The BBI project was 
introduced in 1987 and stimulated municipalities to apply private sector 
tools, such as output budgeting, responsibility accounting and cost allo-
cation (Ter Bogt 2004). Municipalities were encouraged to change the 
traditional budget format that was structured according to policy areas 
(e.g., social security, education, infrastructure) into a product-based for-
mat, facilitating the identification of specific services (e.g., primary edu-
cation and maintenance of canals), their related costs and revenues and 
related performance indicators. The BBI project also stimulated employ-
ees of municipalities and other people involved (e.g., consultants) to 
share knowledge and best practices with regard to planning and control 
practices. Many civil servants indeed followed courses or participated in 
workshops, consultancy firms were frequently asked to assist, and the 
(professional) media paid a lot of attention to the project. In 1995, the 
BBI project formally ended. Several studies have been published which 

Early 1970s: First
initiatives to connect 
policy-making, goal 
setting and reporting

1985: New reporting 
rules: accrual 

accounting, uniform 
schedule and full cost 

information 

1987: Policy and 
Management 

Instruments project: 
voluntary product 

budget 

1995: Policy and 
Management Instruments 

project formally ended

1995: New reporting 
rules (no big 

changes)

2003: New reporting 
rules: program budget 
and product estimate

2015: New reporting rules: 
uniform indicators, direct 

costing

Fig. 4.3 Historical overview of the developments with regard to municipal 
reporting since 1980
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showed that whereas municipalities have put a lot of effort in implement-
ing BBI measures, the actual improvements lagged behind (Van Helden 
1998; Aardema 2002). After analyzing several studies on BBI, Aardema 
(2002) found that in many instances municipalities did not really use 
performance indicators to show policy results, but rather used them for 
illustrative purposes.

In 2002, central government enacted the new act Dual Municipal 
Administration (Wet Dualisering Gemeentebestuur). This dual system dis-
tinguished between the municipal council on the one hand—expected 
to focus its attention more on policy-making and evaluation of policy 
execution—and the board of mayor and aldermen on the other hand—
expected to focus its attention more on the daily management of the 
municipality and its civil servants (Hendriks and Tops 2003). Although 
this new law mainly applied to the political system, it also brought 
about changes for the civil servants and the planning and control pro-
cesses. As a result of these changes also the external reporting regulations 
had to be adapted. A new act Decision Budget and Accountability for 
Provinces and Municipalities (Besluit begroting en verantwoording provin-
cies en gemeenten) came into effect in fiscal year 2004 and prescribed that 
municipalities had to publish both a program budget and a product esti-
mate. The program budget is the municipal council’s policy document 
that stipulates political priorities, future activities, the resources involved 
and the outcomes to be achieved. It is supposed to contain clear infor-
mation on the municipal council’s political program, enabling political 
decision-makers to focus on the main political issues in coherent policy 
programs. The board of mayor and aldermen is responsible for the exe-
cution of the program budget, and is held accountable by the munic-
ipal council. Municipalities are free to determine their own programs. 
However, the Ministry of the Interior and Kingdom Relations advises 
that three questions be answered for each program:

• What do we want to achieve?
• What are we going to do?
• How many resources are we going to use?

The first question has to be answered by defining goals and effects. 
When this has been done, programs and activities have to be speci-
fied that aim to realize these goals and effects (question 2). Finally, the 
resources that are needed for that need to be budgeted (question 3).
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After the municipal council has made its final decision on the program 
budget, the product estimate is prepared. In this document, the program 
budget is translated into a specific work program for the civil servants, 
including information on the necessary municipal output and the asso-
ciated costs. The program budget and product estimate are intended to 
delineate more clearly the political and managerial responsibilities of the 
municipal council and of the board of mayor and aldermen. Both docu-
ments enable each actor to exercise control more effectively: the munic-
ipal council uses a program budget to control policy execution while the 
mayor and aldermen use a product estimate to control the service and 
output provision of the civil servants. Although application was manda-
tory from 2004 onwards, the actual changes in the documents varied in 
practice, especially in the first years of the new regulation (Dekker and 
Budding 2005).

In practice, the distinction between the program budget and the 
product estimate turned out to be rather problematic. A formal evalua-
tion study commissioned by the Ministry of the Interior and Kingdom 
Relations showed that none of the municipalities that were visited 
for this study used the product estimate in the way it was intended. In 
many instances the product estimate was not only offered to the board 
of mayor and aldermen, but also to the municipal council. Furthermore, 
the board of mayor and aldermen hardly used this document. Finally, the 
researchers found that in some municipalities both documents were com-
bined (Schilder et al. 2010). In sum, the evaluation study concluded that 
the added value of a separate product budget could be questioned.

Another finding of the evaluation study was that the program  budgets 
mostly contained ‘story telling’ information on policy issues, rather than 
laying a direct link between means and policy. A survey that was con-
ducted as part of the evaluation study showed that only 28.6% of the 
respondents to this survey answered positively on the question ‘The indi-
cators in our program budget play an important role in the discussion 
about this document in the council’ (Schilder et al. 2010, p. 37). One of 
the reasons that it seemed hard in daily practice to link policy objectives 
and results on the one hand and financial means on the other is that it is 
considered difficult to properly select and use performance indicators. In 
a project analyzing the catalysts and barriers for the implementation of 
performance measurement, Budding and Hopstaken (2010) found that 
the main obstacles for the implementation of performance measurement 
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are problems related to properly defining and measuring performance 
indicators (Table 4.1).

Another issue that turned out to be problematic was the allocation 
of overhead costs. The accounting regulations that were in force in the 
period between 1985 and 2013 prescribed that municipalities had to 
allocate these costs to all policy areas (called ‘functions’) in a fair and 
consistent way. The expectation of the Ministry of the Interior and 
Kingdom relations was that in this way municipalities could get a bet-
ter insight into the costs municipalities makes for their policies and ser-
vices. By having this insight, it would be better able to compensate the 
municipalities according to their cost structure. For the municipalities 
themselves, full cost information was thought to be useful for a good 
overview of the costs of each policy and service, and making it possible 
to take better decisions. However, the accounting rules that came into 
force in fiscal year 2004 did not prescribe the allocation of overhead 
costs anymore. The result was that some municipalities decided to con-
tinue allocating these costs, whereas other municipalities grouped these 
costs into a program called ‘operational management’ (bedrijfsvoering). 
This development—among others—made it difficult to compare costs 
and performances between municipalities.

In 2015, the reporting rules were changed once again. The main rea-
son for this was precisely the problems municipalities encountered when 
they wanted to compare costs and performance. The solution that was 
designed for these problems was twofold. First, the new rules prescribed 
that municipalities were not entitled anymore to allocate the overhead 

Table 4.1 Main barriers for implementing performance measurement

Source Budding and Hopstaken (2010)

Barriers Percentage

1. Definition problems 55.7
2. Measurability problems 29.6
3. Inappropriate cooperation middle management 29.4
4. Limitations information system 19.8
5. Too time consuming 19.8
6. Low priority civil top management 19.7
7. Low priority politicians 16.4
8. Inappropriate training employees 5.5
9. Inappropriate means for reforms 3.2
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costs to their policy areas (i.e., programs and products) in their pub-
lished budgets and annual reports. All overhead costs should be visible  
under the heading of the program ‘operational management’. Second, 
the new rules prescribed that municipalities had to publish uniform indi-
cators, more specifically five financial indicators and 39 policy indicators. 
The financial indicators mainly try to provide a somewhat broader and 
more in-depth insight into the current and future solvency of the munic-
ipality.1 An example is the indicator ‘tax capacity’ that provides informa-
tion about the extent to which local taxes can be increased. The policy 
indicators relate to many issues, ranging from information about the 
extent to which the municipality hires external personnel to information 
about the percentage of inhabitants that don’t play sports.2

4.4  dIscussIon

4.4.1  What Gets Lost in Translation?

This chapter has shown that when it comes to performance measurement 
in the Netherlands, there exist some similarities and some differences 
between the municipal and the central government level. At both lev-
els a search can be observed to connect policy and means. In terms of 
the OECD study that was introduced in the introduction of this book 
a move in the direction of direct/formula performance budgeting was 
aimed for, but in practice the level of presentational budgeting seems 
to be reached. At the level of central government, under the influence 
of the NPM movement the focus shifted from justification of payments 
toward the control of effectiveness and efficiency of activities and pro-
grams. At present, in line with this shift, budgeting has now developed 
into Accountable Budgeting that holds ministers accountable for a 
proper execution of their policies and for an effective and efficient use 
of the apparatuses the ministers have at their disposal. At the level of 
municipalities, line-item budgets were replaced by program budgets and 
product estimates. Program budgets stipulate political priorities, future 
activities, the resources involved and the outcomes to be achieved on the 

1 Staatscourant 2015, No. 20619, 17 July 2015.
2 Staatscourant 2016, No. 16004, 1 April 2016.
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level of municipal programs. Product estimates do the same, but they 
focus on a more specific level: the product level.

This divergence in practices is illustrated in Fig. 4.4. It shows that 
the connection between policy and means is not the only interrela-
tion that is at stake. Both central government and municipalities also 
struggle in how to define and measure the pursued and realized pol-
icy goals. We have shown in this chapter that a search can be dis-
cerned in how many and which indicators can be used for this aim. 
On the plane of policy, the argument of controllability is made in 
favor of making a more strict selection in presented information: the 
argument against of information overload was clearly visible (and 
decisive) in the central government context, and was relevant for 
the introduction of Accountable Budgeting. On the local level, con-
trollability can be seen in the tendency to uniform policy areas and 
indicators.

With regard to the budgeted and consumed financial means we also 
observe that both central government and municipalities are looking for 
the best way in how to present these means. Hereby, the most promi-
nent issues are related to presenting only direct or full cost information, 
whether or not having prescriptions in forcing organizations to report in 
a uniform way and the differentiation between organizational (personnel 
and material) and policy expenses.

4.4.2  Performance Budgeting: Translation and Control  
from a Distance

The developments in performance budgeting as described above reveal 
two important movements. First, rather than staying separate domains, 

Policy Means

Scope of policy
Number of indicators?
Uniform indicators?

Differentiation
in cost categories?
Uniform schedule?

  ?

Fig. 4.4 The connection between policy and means
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the financial domain is connected to the domains of policy formation and 
execution. Such a connection takes place through a process of translat-
ing programs, their activities and resource consumption into numbers, 
both financial and non-financial. This translation is not a simple linear 
and straightforward process. It involves the work of many, among them 
managers, controllers and auditors. It also involves the insights and inter-
ests of many. Although the process of translation may be guided and 
circumvented by rules, fundamental uncertainty and complexity require 
situation-specific decisions based on informed judgments. The process 
of translation is therefore not simply technical or apolitical. In a certain 
sense, politics is in the process of translation.

Second, the process of translating programs, activities and resources 
into numbers is related to the demand for governance and control from 
a distance. The municipal council and the parliament are not directly 
involved in the execution of the programs, so they need re-presentations 
and pre-presentations of what happens, or what is expected to happen, in 
the municipality or country. To distant others (municipal council, parlia-
ment) the numbers (p)re-present the world of the public organization 
in its absence. The distant others are not only at a space-distance from 
what is happening, but also at a time-distance. Numbers help the distant 
others to overcome the time-space distance by bringing the world of the 
public organization to their desks. In other words, it provides them with 
so-called transparency. But the numbers do more than just creating visi-
bility; they also enable acting from a distance. Numbers have the power 
of turning public organizations or parts thereof into calculable spaces 
and to turn the responsible managers and administrators on these spaces 
into calculable or governable persons. These calculable persons may 
for example become budget holders. That is, numbers have the power 
to both territorialize and subjectivize, to produce both spaces and sub-
jects (see also Miller and Power 2013). By creating calculable spaces and 
subjects it becomes possible to compare the performances of (parts of) 
public organizations and the responsible subjects. Benchmarking them 
creates possibilities for disciplining subjects through forms of reward-
ing and penalizing, the latter for example in the form of ‘shaming and 
blaming’.

Calculable spaces and subjects can be governed and controlled from 
a distance, and that is precisely what is needed in a democracy. Councils 
and parliament (or, in more general terms, distanced principals) can 
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overcome time-space distance by ex ante acting on the basis of pre- 
presentations of programs and practices by numbers (both financial and 
non-financial). They can act by making decisions on the allocation of 
resources to programs and practices. Ex post they can act on the basis 
of re-presentations in the form of numbers by holding the calculable 
administrators or managers accountable for the performances of their 
departments. The development toward Accountable Budgeting signifies 
the importance of such action at a distance.

So, the development toward performance budgeting (and 
Accountable Budgeting) can be placed in a context of control from a 
distance, where control is used in a broad sense, involving both ex ante 
and ex post elements. Through performance budgeting, democratic insti-
tutions such as councils and parliament are enabled to influence admin-
istrators and managers so that public resources are used effectively and 
efficiently. In a more general sense, a ‘principal’ is enabled to govern his 
‘agents’.

As a control instrument, a budget is an important element in a plan-
ning and control-cycle. Ex ante, it translates a plan for the upcoming 
period in financial targets (cash flows, revenues and costs, changes in 
assets, liabilities and equity). Through a budget, a ‘principal’ (for exam-
ple a municipality council) may allocate resources to multiple tasks or 
programs and may provide managers (‘agents’) with the authority to 
acquire and/or use these resources, while also holding them accountable 
for the resource consumption. Ex post, the real resource consumption is 
measured and an evaluation of the difference between targets and real 
resource consumption is performed. If deemed necessary, ex post inter-
ventions by the principal may take place. For example, relevant manag-
ers are invited to explain the differences, sometimes followed by certain 
rewards or penalties. Such evaluations may also be learning experiences 
with consequences for future plans.

In sum, by placing a budget in the context of control from a dis-
tance it becomes an active part of the governance of and within a pub-
lic organization. It is more than just a passive reflection of the future 
consequences of decisions already made. On the one hand, the budget 
provides administrators and managers with a certain ‘bounded free-
dom’ to decide as they think best, while on the other hand making them 
accountable.
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4.4.3  Questioning the Representational Qualities of Numbers

Another problem is to produce a series of performance measures that 
more or less completely re-present the public value that a public organ-
ization or part thereof aims to produce. It proves very difficult, if not 
impossible, to come up with a workable series of measures that com-
pletely (or even sufficiently) re-present the resource consumption and 
performance of the organization. The search for completeness has 
resulted in a number of measures that is hardly manageable for princi-
pal and agents alike. There is a risk, then, that performance management 
is reduced to a mere form of ‘presentation’, a form that does not serve 
governance and control form a distance.

At least, the lacking representational qualities of performance indi-
cators, both financial and non-financial, do pose a serious problem to 
distant others. How can the ‘principal’ (the municipality council or the 
parliament) perform its democratic task if it cannot see the real perfor-
mance through all the numerical (and also non-numerical) information? 
If the desired transparency proves to be an illusion? How can there really 
be a form of democratic control in society or in the municipality if, at 
least to a certain extent, the promise of transparency remains unfulfilled; 
if the calculable spaces and the calculable subjects in fact obscure what 
is really happening in society and public organizations; if administrators 
and managers are held accountable on the basis of a web of circulating 
indicators that translate the public world in a necessarily imperfect way? 
In short, what if control from a distance proves to be a fantasy (Roberts 
2009)? Should the principal just ‘trust’ the administrators and the man-
agers then?

4.4.4  Numbers as Mediators

We argue that lacking representational qualities of financial and  
non-financial indicators do not necessarily imply their abundance. The 
important question is: do we conceive of numbers as ‘matters of fact’ or 
as ‘matters of concern’ (Latour 2005)? In other words: do we see them 
as answers, as direct providers of transparency, or as sources for debate 
and discussion, as mediators? In the latter case they are indirect provid-
ers of transparency. They provide a forum through which possibilities, 
failures, successes and dilemmas can come to the fore, thus opening up 
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possibilities for socializing rather than individualizing or disciplining 
efforts. That is, in the quest for answers both principal and agents, dem-
ocratic institutions and managers, come to be implicated in the contin-
uous development of policies, decisions and actions. In the process of 
making visible, that is in the process of translation, numbers gain signif-
icance not because they close down, but because they have the potential 
to open up. They have the potential to close the time-space gap between 
administrators and distant others (democratic institutions) not because 
they offer an unquestionable base for intervening, rewarding and penal-
izing from a distance, but because of their ability to mediate in the arena 
in which both principal and agents participate. Numbers mediate in the 
interactions, discussions and debates between principal and agents.

Rather than distrust, trust (be it informed trust) is the underlying 
condition for numbers to become mediators. That is, participants in the 
arena are expected to act in the public interest rather than their (possi-
bly conflicting) own interest until the opposite is proven. This  condition 
is difficult to reconcile with the discourse of NPM, which expresses the 
connection between the principal and the agent as one dominated by 
potential conflicts of interest and, therefore, as one in which distrust 
between the principal and the agent is the legitimate condition. These 
assumed conflicts of interests encourage the principal to use disciplining 
rather than cooperative or socializing devices, as rewards, penalties and 
exit threats. In the discourse of NPM, numbers are therefore instruments 
rather than mediators. In contrast, the condition of trust enables a medi-
ating role of numbers. Although we do not advocate a certain naivety 
that all agents are always trustworthy, we do however argue that in the 
public sector trust might be the right condition to start with. As indi-
cated by Frey et al. (2013), administrators and managers in public sector 
organizations may have a so-called pro-social motivation. In such situa-
tions, numbers may mediate in rich interactions between administrators 
and democratic institutions.

In short, we do not advocate an abundance of performance budget-
ing. We do challenge, however, the possibility to reach total disciplinary 
control from a distance on the basis of transparency. A planning and 
control-cycle cannot fully capture a public organization from the out-
side. The cycle, and in particular the numbers that are at its core, might 
better be used as a mediating device, thus serving the maintenance and 
development of a network consisting of democratic institutions and mul-
tiple administrators and managers. As such, it might open up, rather than 
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close down, thus serving processes of continuous improvement, trust 
building and maintenance, learning and innovation. In short, it then 
becomes part of the dynamics in the public organization.
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