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ABSTRACT

The European Commission has recently gone through a major reform designed to improve its internal management and both organizational and individual accountability within the Commission.  This paper examines the system created to foster accountability at both levels and to link them, with a particular focus on the link between individual performance and tangible reward (promotion).  Overall, the reforms have contributed to clearer priority setting and have increased the formal management responsibilities of managers, including taking more seriously the evaluation of their staff.  But the new systems are seen as excessively bureaucratized and burdensome.  The link between performance and promotion has been particularly problematic, leading to a reform of the reform, to be implemented in 2009, which solves some problems but creates others.  
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THE CHALLENGE OF LINKING ORGANIZATIONAL AND INDIVIDUAL ACCOUNTABILITY IN THE EUROPEAN COMMISSION

Introduction

Accountability is a challenge for all modern organizations but is particularly difficult on both conceptual and practical levels for international organizations, which are often characterized by complex structures, conflicting missions, and unclear lines of responsibility.  The European Union (EU) is a particularly interesting case because it has many features of an international organization but also qualities that are clearly supranational (Wood and Yeşilada, 2007) and, in some policy areas, resemble a federal state.  In the face of scandals and challenges to its legitimacy, it undertook reforms aimed at improving both bureaucratic and political accountability.  This paper analyzes the implementation of those reforms from the point of view of managers and staff within the European Commission (EC), based on extensive interviews within the Commission,
 and examines the challenges of linking organizational and individual accountability systems, focusing on three key linkages:
· Linking broad Commission and DG goals to specific unit workplans

· Linking workplans to individual goals and appraisals

· Linking appraisal results to tangible rewards 

The European Commission: a Brief Background

The European Union has now grown to include 27 member states, with a combined population of roughly 500 million citizens.  In only 50 years, it has had great successes in developing an integrated economy with an open market for goods, services, and labor and a common currency (used by many but not all member states).  It has also led to integrated regulation in policy areas such as the environment, and it has developed large redistributive programs to provide aid to regions that are less developed economically.  It has a complex governance structure, including the European Parliament (directly elected), the Council of Ministers (representing the member states), and the European Commission.  It is tempting for Americans to see the Commission as the executive branch, responsible for implementation of policy, but the analogy to the US or other national governments does not hold for two reasons: the lack of a doctrine of separation of powers and the role of the member states.  First, the most critical role of the Commission is arguably that of a policy initiator --  it develops policy proposals and drafts legislation, which then must be approved by both the Parliament and the Council (Edwards, 2006).  Second, in most policy areas implementation is the responsibility of the member states, which are required to pass legislation “harmonizing” national law with EU law and directives and then to implement, with the EC playing only an oversight role (Hofmann and Türk, 2006), although in a few areas, especially in anti-trust cases and in distribution of financial support for economic development and agriculture, the Commission’s role is more directly executive.  One practical impact of that division of labor is that the Commission is quite small in comparison with most national governments, with only roughly 30,000 staff.  

A second impact is that the Commission is what has been termed a “politicized bureaucracy” with “the dual function of providing executive government and public administration…for the European polity” (Christiansen,1997: 73)).  The permanent staff is divided into Directorates General (DGs) and services, structured along sectoral lines (e.g., DG Agriculture, DG Environment, DG Trade) or according to internal function (e.g., DG Budget, DG Personnel and Administration, or the very large DG Translation).).  The College of Commissioners is roughly analogous to a cabinet in a national government, with the important distinction that commissioners are appointed by each member state, rather than representing an elected government.  Each commissioner is responsible for a specific policy area but also plays some role in representing the interests of his/her country (Spence, 2006; Christiansen, 1997.  That duality is reflected in the EC’s structure (Nugent, 2001
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, and to democratic values (Thomas, 2003).:7).  According to Thomas (2003), that core meaning includes the existence of a formal relationship and of established expectations and standards.  “Those persons and bodies who are assigned responsibility are obliged to answer for their performance and it is usually assumed that they are potentially subject to penalties for non-performance or the beneficiaries of rewards for successful performance” (549).  But accountability has also taken on a broader meaning, one less tied to formal reporting relationships, which encompasses an organizational commitment to transparency, to responsiveness to clients or citizens
To understand what drove the reform of the Commission, we need to examine the concept of accountability as it applies to the Commission and the severe challenges it faced.  Accountability has been used in a variety of ways.  In the narrower use of the term, “accountability involves answering to a higher authority in the bureaucratic or interorganizational chain of command” (Kearns, 1996 

The accountability mechanisms developed by the European Commission are of the traditional variety -- in the terms of the classic typology of types of accountability developed by Romzek and Dubnick (1987), a bureaucratic accountability system, linked to organizational and individual reward structures.  But they are also an example of political accountability, in both the narrow sense of accountability to the elected legislature and the broader sense of responsiveness to the citizens or their representatives (Romzek, 1998).  


Why did the European Commission develop a complex new set of accountability mechanisms?  The European Commission faced the dual problems of accountability and legitimacy because of a major crisis, in 1999, when the entire membership of the College of Commissioners was forced to resign in response to a scandal involving inappropriate behavior by one of the commissioners (Kassim, 2004)  In short, both political and bureaucratic accountability were weak.; Peters, 1992; Wonka, 2008).  But there had been a number of previous cases of fraud and abuse as well as obvious management problems.  Further, the Commission was faulted for weak internal management.  The independence of the individual Commissioners and of the DGs, and the weakness of the President of the Commission, led all too often to poor coordination among  siloed organizations or outright turf battles within the Commission (Christiansen, 2001

At the same time, there was long-running discontent on the part of some member states and media critics with what was seen as an unelected, unresponsive bureaucracy too intent on extending its own powers, which fed into the perception that the EU as a whole suffered from a “democratic deficit” (Cini, 1996), i.e., that there was inadequate direct accountability to the citizens (Chryssochoou, 2007).  ), Neil Kinnock, who was brought in as Vice President of the Commission to lead the reform effort, was certainly correct in seeing the Commission as confronting a serious challenge of public confidence and in placing the reforms both as a response to that crisis and as fitting within the broad trend of administrative reforms in European member states (Kinnock, 2002).  And, although the reforms did not directly mirror the New Public Management (NPM) model (Pollitt and Bouckaert, 2004), but its full implementation was truncated when the Commission he headed was forced to resign.  
Harty (2005) argues that the two main forces driving both the timing and form of institutional change are windows of opportunity and isomorphism, and that is clearly the case with the Commission.  The crisis opened the window for reform (Keeler, 1993; Kingdon, 1995; Harty, 2005Wille,2007; Cini, 2000).  Jacques Santer, who became President of the Commission in 1995, initiated a reform of internal management (), as well as a “wider disenchantment” that raised the “question of the legitimacy of the European construction” (Edwards, 2006).  And there were fears that the impending enlargement (which brought in 10 new members in 2004 and two more in 2007), would only exacerbate these problems (Christou, 2004

The Commission, in contrast to most national governments, had managed to avoid major administrative reform for decades (Kassim, 2004; Pollitt and Bouckaert, 2004).  Past presidents of the Commission, Jacques Delors in particular, focused their energies on policy and on building Europe and did not make internal reform a central priority (Dimitrakopoulos, 2004; Kille and Scully, 2003).
).  And those who rose through the ranks to become heads of unit and directors shared a strong sense of mission and commitment to building Europe and a self-image as policy entrepreneurs, coupled, in some cases, with a distain for “mere management.” (Bauer, 2008

Reform, then, was primarily reactive, and, in the view of some, reflected not only the stated goal of introducing modern management techniques and greater internal accountability but actually the desire of the member states to impose more accountability on the Commission, which, in the eyes of some within the Commission, meant that they used reform to rein in the Commission, to limit its powers, to weaken it.  From that perspective, the administrative reforms are part of a broader trend of assertion by the Member States of greater control (Kassim and Menon, 2004 ), As one head of unit I interviewed expressed it:

I don’t know if there was a political demand or pressure from public opinion.  But some countries certainly wanted to reduce the importance of the bureaucrats, who are often seen as a world of officials who don’t really know what they are doing, who are part of a huge machine, who make huge amounts of money, and who do not recognize how privileged they are. 

Not surprisingly, then, mid-level and senior managers were less than enthusiastic about many parts of the reform.  That is particularly true for heads of unit, who saw the most significant change in their own role and responsibilities (Bauer, 2008).

THE KEY ELEMENTS OF THE REFORM


Three parts of the reform focus specifically on issues of accountability:  a complex process of planning, priority-setting, and budgeting; a system of individual performance appraisal linked to that planning process; and a major reform in the area of financial accountability.  For the purposes of this discussion, I will be focusing on the first two elements of the reform and on the linkage between them.

Linking the strategic planning and programming cycle to specific unit workplans: 

The system introduced by the Kinnock reforms exemplifies a model of rational planning, linking political goals to specific workplans, with both linked to budget and resources.  But the result is a complex process made up of the following steps

1. Five-year Strategic Objectives:  List of policy priorities developed by each new Commission, establishing “mid-to-long-term objectives” for its term.

2. Annual Policy Strategy:  Overall “annual strategic framework at Commission level” developed early in the previous year, detailing “political priorities and key initiatives for the following year.”  It is linked to Activity-Based Management (ABM), in that the priorities are to be reflected in the allocation of financial and human resources.  This document forms the framework for discussions with the Parliament and Member States, leading to a Commission work programme for the coming year.

3. Annual Management Plans:  Plans for the activities of each Directorate General, bringing the annual policy strategy down to the level of “concrete operations” within the DGs.  It, too, is to be linked to ABM, i.e., to internal allocation of resources.

4. Annual Activity Reports:  Seen as the “mirror of the annual management plan,” a report on performance in comparison to the plans and goals for the year and the resources utilized.  

5. Synthesis Reports:  Report, given to Parliament and Member States, that synthesizes the main policy achievements across the Commission “during the previous year towards realising its five-year strategic and policy objectives” and also linked to a synthesis of management achievements.  


Of course, the challenge is to implement what appears on its face to be a logical and rational planning system in an environment that is highly political.  The managers I interviewed were divided in their reactions to this system.  Most thought it was time-consuming and burdensome, a view supported by Levy, who sees the reforms as aggravating rather than reducing the overload that has been a chronic problem within the Commission (Levy, 2006 ). The critical question is whether the reports so laboriously written and the data collected were actually used, and, if so, how.  Some of the managers I interviewed supported what they perceivee as a more rational approach and saw it is a major reform and a useful tool for setting priorities.  They reported that the process had shaken things up, both at a strategic and a unit level, forcing organizations to confront the need to set priorities rather than continuing automatically to do what they  had been doing.  On the other hand, to assume that every activity is on the table is naïve, as one head of unit made clear: 

The problem is that when you have big machinery like this that started years ago, there are a certain number of activities which are a must, you cannot change them…  And I wonder with such machinery when you have discussions on all objectives whether you are not talking about the last 20%.  The others are just core activities of European integration, and nobody would question it, with whatever objective they identify of that.  So if you identify these objectives and after that ask to argue for 100% of it then you are doomed to get into trouble.  You are doomed to get arguments which are not intellectual, nor scientifically based on anything.  And I think that is what is happening that you go into this logically—you go level to level—director generals, directors, heads of unit, sections, activities, and try to argue how we fit into the objective they’ve just decided last month or last year.  And you end up with this type of exercise where most of it is just intellectual blah, blah.  It doesn’t give anything, doesn’t help anybody.


Even those who support the planning process in principle often report that it has devolved into a bureaucratic process, overly time-consuming, generating a great deal of paper that is, in fact, rarely used.  That has led some to question whether it is worth the effort and others to reflect that the real goals of the whole process are actually symbolic – to show Parliament and the Member States that the organization is, indeed, accountable and is using its resources well.  Others recognize that the reports generated may, in fact, be ammunition for bureaucratic politics, providing the data needed to justify an argument for an increase in resources or to oppose cuts in resources.

Linking Commission goals and Annual Management Plans

If this planning process is to link organizational and individual accountability in a meaningful way, then the first critical link is between the Commission-wide annual plans and the specific work plans within each DG and for each unit.  Here, too, reports are decidedly mixed, both on the existence of work plans and on the linkage to individual goal-setting.  For example, one unit head in DG Regional Policy describes precisely the desired cascading relationship of planning down to the unit level:

Now we have a whole effort at the DG level to establish our annual work plan.  In this context, we carry out our work of elaboration of the program in each part of the unit.  At this level, there is the organization and management of work, all in agreement with the work of the DG.  With clear objectives to accomplish, the method of carrying them out.  That works quite well… We talk a lot about that; we are involved as unit heads in this exercise.

It is, however, difficult to square that with the comments of his colleague within the same DG, who reports approaching the process much less seriously (or at least less formally):

Effectively, we are encouraged, but it is not mandatory, to construct work plans.  Each head of unit has to decide if he wants to establish one for the current year, for the following year.  I do so, but in a relatively informal manner.  I talk about it with the colleagues in the unit, with my deputy.  But I don’t want to make it too formal.  I have a work plan in my head, with my deputy.  It doesn’t go further than that.

Still others report a serious effort at developing a work plan but see that process as completely divorced from the whole strategic planning and programming effort described above, which is too general to be useful in directing work at the unit level.  In sum, the first critical link, that between overall Commission and DG goals and specific workplans for each unit, is still a work in progress – fairly strong in some places but tenuous at best in others.

Linking unit workplans to individual goals and appraisals

The Kinnock reforms of performance appraisal, with results linked to promotions (referred to below as the 2003 system in order to distinguish them from the latest reforms, which I will refer to as the 2009 system, as that is when they will take effect) made a real difference at the most basic level of management:  now almost everyone actually receives an appraisal annually, and they are, for the most part, actually done on time.  That is a significant difference when compared with the previous system, in which appraisals were done only every other year, and which permitted an appraisal to be carried over to the next appraisal period (reconduction, in French), meaning that some people were appraised only every four years.  Further, some heads of unit just did not bother to complete the appraisals, so that between 25 and 30 percent of staff were not evaluated, according to a senior staff member at DG Personnel and Administration.


The 2003 system requires setting goals at the beginning of the year against which performance will be appraised.  The evaluation process begins with a self appraisal by the staff member being appraised.  The supervisor then completes a standard Career Development Review (CDR) and meets formally with the staff person to discuss the results.  Further, the reforms require that evaluation be done on an annual basis, although carrying over the appraisal for one year is still permitted.  Reactions to the appraisal process by heads of units and directors is deeply divided.  Some managers see this process as extremely useful.  As one head of unit explained:

That’s a very good exercise because if not you are subject to arbitrary evaluations where I just say, “I don’t like you and have never liked you and therefore your work is bad.”...  [It is] an intelligent, not just a mechanical administrative bureaucratic exercise of whether we’ve reached the goal objectives…  It has invited us to do something we maybe always did, but in a more structured way.  We identify these objectives, and you sit down with the people, and you discuss with them in a dialogue, a structured dialogue, which is very good also.


Other positive aspects of the system that were identified included the focus on career development goals and the fact that the CDR report is accessible to managers considering taking people on internal transfer, certainly a kind of individual accountability mechanism.


Among the heads of units and directors whom I interviewed, there was some difference in attitude by region of origin.  Several scholars have described the cultural north-south split in the Commission, with the northerners more likely to be critical of the traditional system of management within the Commission as “overly hierarchical”(McDonald, 1997) and rigidly rule bound..  While many managers (mostly northerners but some southerners, as well) saw the annual CDR process as useful and appropriate, indeed, as essential in modern management, the whole reform process was seen by some southerners as an attempt to impose Anglo-Saxon values and management techniques, indeed, as straight New Public Management reforms pushed hard by the British.  Many, including some of those who found it as useful, nonetheless criticize the process as overly complex and as burdensome and complain that it takes far too much of their time to complete.  

On the other hand, in a relatively short time the process in some units has become pro forma, with the head of unit’s secretary or assistant filling out the forms and with the head of unit not taking the requirement for a formal meeting with each staff member very seriously.  Indeed, I saw this first-hand.  I was conducting an interview in DG Markt that was interrupted when the secretary of the head of unit summoned the person I was speaking with and insisted that she come immediately to talk to the head of unit, that he had urgent news and assured her it would only take five minutes.  Forty-five minutes later, she reappeared, a bit surprised that I had waited, and apologized.  She told me that her head of unit had taken advantage of that moment to conduct her appraisal interview, with no advance warning.  When I later asked how she would describe the style of management of her unit, she laughed and said (the interview was conducted in French) “un vrai bordel”  (literally, a bordello, but used in French to mean a real mess).


In fact, that story goes to the heart of why the reform was needed, but also why it has not been fully embraced by all managers.  There were real problems with the quality of management in a system in which management itself was devalued.  The challenge, the excitement, and, of course, the prestige, were all in pushing through new policies.  The result, as my interviews made clear, was an organization where some people never had a formal job description; where people entering sometimes received insufficient or no guidance on what they were, in fact, supposed to do; and where management was seen as a distraction from the important work.  The requirement that heads of unit now spend real energy on management is thus seen by some as a kind of demotion and as related to the weakening of the Commission  and the loss of forward motion on integration, exemplified by the stated goal of Jacques Santer, the former President of the Commission: “doing less but doing it better,” surely not a positive rallying cry in the eyes of managers, whom Bauer (2008) describes, aptly, as “deprived entrepreneurs.”


In sum, then, the development of a serious performance appraisal system has, indeed, strengthened management and increased individual accountability, but it has encountered resistance based on deeply-held cultural values and the traditional role definition of heads of unit.  There was some training on how to conduct evaluations, and probably additional training is needed.  But training alone will have a limited effect in developing a management culture.  That will require incentive structures that actually reward management and not just policy development and, longer term, selecting new managers who already have management experience and training them in the Commission’s new management systems.
Linking appraisal results to tangible rewards


The Kinnock reforms followed the NPM model in one important way: by developing a new performance appraisal system and linking the results of the appraisal not to pay, as is often the case in such reforms, but rather to promotion.  And that is where the real problems begin.  I cannot say that the system has been controversial, as that would imply differences of opinion.  Quite simply, I received a unanimous response to questions about this system:  Everyone hated it.  In this section, I discuss briefly why the system has engendered such strongly negative reactions and then describe the reforms to that system that will go into place in 2009.


There is already considerable literature about the pitfalls of systems linking performance to tangible rewards, such as pay.  They indicate the risk of reducing, rather than increasing,  motivation for the majority of staff (Fox and Shirkey, 1997), as well as the risk of “crowding out” desirable motivation, that is, creating a motivational environment that increases the importance of extrinsic motivators such as promotion, but at the expense of intrinsic motivations, including commitment to the mission of the organization or, in this case, to building Europe, which are “crowded out” in the process ( Ban, 2008).  Nevertheless, in designing the performance appraisal system, the drafters of the Kinnock reform accepted classic NPM logic, with the focus on private-sector models, on performance, and on motivation via tangible rewards based on objective criteria (Pollitt and Bouckaert, 2004).  In so doing, they managed to combine all the typical faults of such systems with some creative additions that made the system even worse than is typically the case.  ; Perry and Hondeghem, 2008a; Perry and Hondeghem, 2008bDeci, Koestner, and Ryan, 1999; 

At the center of this system is the allocation of a numerical score to each employee, in theory based on his or her performance.  Those points are stored up over time in what is called, even in the official regulations, a rucksack (sac à dos, in French), to make clear that the points stay with the individual wherever he or she moves.  Only after the number of points reaches a threshold does the individual receive a promotion.  


The process has suffered from a number of problems, among which are timing, uncertainty,  complexity, and perceived fairness.  First, this is an extreme case of delayed rewards.  While many such systems link performance to pay and provide rewards in the form of annual raises or even immediate bonuses, the Commission continues to give annual step increases based on seniority and, instead, links performance to promotions, which may take three years or much longer to reach.  Although classical behavioral theory has long since made it clear that the most powerful reinforcement of desired behavior is that which is delivered as soon as possible after that behavior (Ferster and Skinner, 1957), in this system, because of the long delay, there is a very weak tie between any specific behavior and the actual reward.  In terms of the goal of promoting the best performers, the system is actually seen as more rigid than the previous system, making it more difficult to move outstanding employees up the ladder quickly.


Further, in the system introduced in 2003, the thresholds for promotion for people at each rank are not set definitively in advance.  Rather, DG Admin publishes “indicative thresholds,” i.e., estimates of the likely thresholds.  But the actual thresholds are set after the appraisal process, based on budget and the number of people eligible for promotion, so not only are the actual threshold a moving target, but if too many people are tied at exactly the threshold number, there is a complex tie-breaking system to determine who actually get promoted.  Needless to say, this uncertainty has caused frustration.


The process of allocating the points is also extremely complicated.  First, each person receives merit points, based on the results of the annual evaluation, the supervisor awards each employee merit points, based on three criteria -- performance, ability, and conduct (European Commission, 2002a). The points range, in theory, from 1 to 20, but in fact the range has mainly between 12 and 17, with very few people getting more or less, so for most people it is a 6-point scale, not a 20-point scale.  While the head of unit conducts the appraisal, in fact, the points are allocated in a separate process across directorates and units in a top-down fashion in order to stay within the distribution guidelines for the DG as a whole.  


Following the appraisal, during the promotion exercise (a separate process both before the reforms and within the Kinnock reform), the Director General awards priority points.  He or she can award anywhere from zero to 10 points to each person, and the pot is divided into points to be used for those getting 6 to 10 points and those getting 1-5 additional points, so not all the points can be awarded in large numbers to a few employees.  The Director General is presumed to consult with the directors, but in the end it is up to him or her to award these points, and this part of the process is seen as particularly untransparent.


Each DG has a promotion committee including staff representatives that can also award up to two additional priority points for extra service to the institutions (such as serving on a selection board, for example) and can also increase points based on appeals. (European Commission, 2002b).  There are a number of other sources of points.  And the methods of calculating the exact points is highly technical and complicated, particularly so if a staff member has moved from a temporary to a permanent position, has transferred from one unit to another or from another European institution, or has been on leave for personal grounds during the year.  So the whole system is highly bureaucratized 


Further, this complexity, coupled with the role of the Director General in awarding priority points, has fostered the perception of some that the points are, in fact, not based on actual performance but rather on favoritism or on who was personally known by the Director General, particularly since members of Commissioners’ cabinets [their immediate staff] often got scores far above the average.


Part of the problem here is, indeed, the complexity, but charges of favoritism are common reactions to pay for performance systems.  In fact, most such systems suffer from similar problems, including the fact that they are usually required to be budget-neutral and so they are often zero-sum games (Kellough and Lu, 1993).  That is certainly the case in the Commission, with each DG being given a fixed number of points to distribute, so that raising the points for one person necessarily means lowering the points for someone else.  A head of unit with a top-flight team of researchers, frustrated at his inability to reward them appropriately, told me their best strategy would be to transfer to units full of mediocre performers, where they could shine.  Others feared that the system would increase competition and reduce cooperative behavior within units.


Another serious problem is a truncated range.  In theory, the new system gave managers the opportunity to make rather fine distinctions, since the total of merit points to be awarded ranged from 1 to 20.  In reality, the range is severely truncated, so for most people it is a 6-point scale, not a 20-point scale.  The official guidance from DG Admin strongly reinforced this limiting of the available range by making it clear that very few people should be given more than 17 points and that anyone receiving 10 points or less would need to be placed on a formal program of remediation.  One Director whom I interviewed argued forcefully that the scale should have been from 1 to 100, “because the difference between 14 and 14.5 was so major it produced stress and trauma, whereas if you had stretched it, then you could have positioned people in a much more nuanced way.”  The scale chosen, however, was one that is very familiar to the French administrators, as in the French educational system tests are scored on a 1-20 scale.  And the pressure to limit the range also, according to one informant, reflects the French culture, so much so that the message sent by a score, say of 15, may be quite different for those coming from different cultures:

It is also a question of mentality.  For example, in Greece, if you get a 14 or 15, it's bad.  In France, it's one of the best notes.  In a multicultural environment they should also have taken into consideration this factor.  Our example, so why 15, and not 17?  In France, they say 20 is for God, 19 is for Christ, 18 is for the professor, and 17 is maybe for the pupil. 

Underlying many of these problems is the fundamental challenge of all pay for performance (or promotion for performance) systems:  how to reconcile the desire to give positive rewards to top performers with the strongly negative messages sent to everyone else, a dilemma worsened by the psychological reality that most people think their own work is above average (Fox and Shirkey, 1997).  Obviously, this is statistically impossible, and yet, culturally, the term “average” is seen as a negative.  In many organizations, recipients of average or low ratings, rather than changing their self-image, will blame the rater, arguing that the system is fixed because of favoritism or bias.  


This is particularly the case in organizations, such as the European Commission, in which staff have been chosen through a difficult, competitive process and then told that they are members of an elite organization.  These are, for the most part, people who have been at the top of the curve their whole lives, as students and as employees, and who hold challenging jobs with considerable responsibility.  In this environment, an “average” rating may send messages that are more negative than intended.  Indeed, previous research has found that organizational commitment of employees tends to decline if they receive merely a “satisfactory” assessment (Pearce and Porter, 1986).  Most managers understand this dilemma and respond either by inflating ratings (if the system permits) or by refusing to make major distinctions, thus contributing to the truncated range problem.  In the case of the Commission, over the past several years, the standard deviation of merit points given has continued to shrink, so that now the majority of points are in a very narrow range.  According to a senior official at DG Personnel and Administration, “this is of course something which leads to 80 or 90% of staff being focused around a very limited number of points.  I mean if the average is 14.5 we have everybody between 14 and 15.5 basically.”


In one way the system works, but to the detriment of the overall goals of the reformers.  The points count, and people understand that.  But the result has been a classic case of goal displacement.  Even those managers most supportive of the new system of performance appraisal often regret that the character of the dialogue between supervisor and subordinate has been distorted by the linkage to the points.  In the worst case, it focuses on the distribution of points practically to the exclusion of serious discussion of work priorities, expectations, performance, or career development.  As explained by a director (who had to end the interview early to chair a committee hearing appeals on the points awarded),  “People focalize not on whether they are doing a good job or what they should be doing or how their career is going to develop over the next two, five, ten years, but whether they get 15 points or 15 and a half points.  Disaster.”  This linkage of the CDR to the points sometimes distorted the dialogue in other ways, as explained by a human resources director:  

Implicitly [the CDR]  has to become conflictual.  From the moment that my career depends on the points you give me, I am not free to explain my opinion on the management of the unit.  Perhaps, I could actually give you some good advice, as unit chief, to say, “Listen, maybe the tasks aren’t distributed in the most intelligent way.  I would suggest we do it in a different way, and give this dossier to a colleague.”  But if I want a good score, I am not going to provoke my unit chief unnecessarily.  There are some unit chiefs who have told me, jokingly, even if one says that everything that is written is very important to the CDR, what counts is the score.  And there are staff members who have said to their chief, “You can write whatever you want, but you will give me 16.”  


Forced to manage within this system, heads of unit and directors have tended, predictably, to minimize distinctions in order to reduce conflicts and, according to some, because they felt the majority of their staff were solid and hardworking and deserved roughly the same level of reward.  They also tended to revert to traditional values and to reward seniority over performance.  In all three DGs studied, managers or HR directors made clear that the system in their DG was being “gamed” to promote as many people as possible.  That meant taking points away from people who were not close to promotion in order to give them to people with higher seniority and thus a greater chance of moving above the threshold, with the result that, as one manager told me, “it is a slightly arbitrary process.”

Of course, the result is that younger employees learn very quickly that they can work very hard but receive points that are barely different (if at all different) from what they would have received without making the extra effort.  Some report adjusting their work behaviors accordingly.  And many report being disillusioned and demotivated, so much so that one DG I studied put off doing a survey of motivation and morale among the staff so that it would not coincide with the appraisal period.  In sum, although the intention was to build a system of individual accountability through a reward structure that reinforced productivity and support of organizational goals, the actual effect was sometimes exactly the opposite:  demotivation, goal displacement, and in some cases reduced effort.

REFORMING THE REFORM: CAN WE PREDICT THE IMPACTS? 

The second round of reform was driven internally.  All the problems I have identified were quite obvious to managers, and the Vice President of the Commission, Siim Kallas, responded.  As one director told me¸ “Unfortunately… Kallas asked the personnel and the senior managers what they would change, [and] they all said CDR.  And, to the great surprise of the people who said it, the Commissioner actually listened to them.”  So after barely five years, the system is being changed again (European Commission, 2008).  Why unfortunately?  Because, much though they criticize the 2003 system, they have at least learned how to manage within it, and a new system means additional uncertainty.

Some of the changes to be put in place in the 2009 system are clearly positive and respond to criticisms of the complexity and uncertainty of the 2003 system, but others are problematic.  Most of those I interviewed agreed that the following changes are likely to be improvements:

· Fixed thresholds for promotion:  Unlike the 2003 system, thresholds for all except the higher grade levels will be set in advance.  This depends, however, on negotiation of annual agreements with DG Budget to ensure that the necessary budget to cover the costs of these promotions is made available.

· Simplified points system:  The 2009 system collapses all the various sources of points into one, called promotion points, which will range from zero to 12.  
· Shorter process:  The appraisal and promotion exercises are combined into a single process, which should be completed by summer, whereas under the previous system, the process could drag on for nearly the whole year.  Appeals take place earlier in the process and are heard by a central Joint Appraisal and Promotion Committee, rather than by separate committees in each DG.

The controversy (including strong opposition by all the unions) has centered around the change in how the points are distributed.  One critique of the 2003 system was that it was too rigid and, that, combined with the tendency not to make large distinctions discussed above, it resulted in progress up the career ladder that was too slow, especially for those considered “high flyers.”  This problem was not inherent in the system but rather reflected both formal implementation and informal norms, but the reform responded to that criticism by moving to a forced-distribution approach that will make compression much more difficult.  


In the 2009 system, all staff will be placed into one of 5 performance levels.  The top groups are 1A and 1B, and there is a fixed quota of no more than 8 percent for 1A and 22 percent for 1B.  The majority of staff will be in performance level 2, while performance levels three and four are for less productive staff.  For each performance level, there is a range of three possible points, ranging from 10 to 12 points for level IA to 1 to 3 points for level III.  Those at level IV will receive no points.  It is up to the Director General, in consultation with Directors and Heads of Unit, to allocate the points, based on the appraisal, and the level of responsibilities and work undertaken in the interest of the Commission.  In both the 2003 and the 2009 systems, the use of languages other than those in which the individual was examined on entry is also a relevant criterion, reflecting the organizational commitment to multilingualism.  


The result will be to force managers to make what will be seen as invidious comparisons, something they have avoided doing in the current system, and to impose the same distribution on all organizations, which may or may not reflect the actual distribution of excellence among the staff.  As one HR director told me:

In every grade there is by definition 8% high-flyers, 22% sub-high-flyers, and then you have the mass.  Now in my view it will be extremely frustrating for all those who will be in the mass…If you know a bit more about human resources management and motivation, this is far away from giving a personal approach because since you have to respect the 8 and 22%, this will necessarily have to be a top-down approach.  So you will have to dictate from the very beginning.


A related concern is whether, once an official has received a fast-track rating, he or she will be seen as permanently on a fast track or whether ratings can actually fall in subsequent years.  One head of unit described his concern as follows:

The new system is unlikely to be effective. Placing people into three steams - high flyers, average and stragglers is going to be problematic as once you are assigned to one of these groups that is probably where 80% of the staff will remain for the rest of their careers.

On the one hand, absent some variation from year to year, the actual differences in the speed to promotion will be quite dramatic, but, on the other, reducing ratings will be taken as a very negative sign and is likely to severely demoralize staff.  

Initial reactions

Somewhat surprisingly, although criticism of the 2003 system was nearly universal, there are those who protest that the reformers gave up too quickly on the system, that people were learning to use it or at least to live with it, and that problems were decreasing with time, as were the number of appeals, while additional reform will increase uncertainty and anxiety.  One Director was very concerned:

Changing it again will generate another wave of trauma and distress and frustration.  And in any transition there are always winners and losers.  The last transition – that’s kind of evened itself out over time.  There is still one or two people I know who feel sore about having lost out.  But you are just about to create a whole new lot of winners and losers.  And if some people who lost out last time lose again, oooh.


HR directors I interviewed predicted a sharp increase in appeals under the new system, both because it is new and people will inevitably test it, but also because the shortened process is actually less flexible and reduces the opportunity for informal negotiation and settlement of disputed ratings.

In sum, initial reactions to the new system are cautious and even fearful.  Most staff and heads of unit have not yet focused on it and do not really understand the details or what it will mean to them.  Even HR directors I interviewed were still a bit vague as to how it will work in practice.  Some were very supportive of the changes, while others expressed strong concern about the impact of moving to a fixed distribution system.  The linkage, then, of performance to promotion continues to be problematic.
ACCOUNTABILITY, PERFORMANCE, AND LEGITIMACY


A recent work on performance management in the United States made the argument that the data generated by formal performance management systems are rarely used by legislators.  Rather, they “are used as symbolic tools to express frustration with bureaucracy (Moynihan, 2008:12).  But they are, nonetheless, useful if internal leadership is committed to organizational change because “the external imposition of these requirements can be used to overcome reactionary internal resistance to change” (192).  This is a useful framework within which to look at the impact, thus far, of the European Commission’s movement towards a formal system of planning and reporting, aimed both at coordinating priorities and goals throughout the Commission and at linking organizational and individual performance goals.  

Political accountability:  As Moynihan would predict, there is evidence that the impact of the new reporting systems on political accountability is, indeed, largely symbolic.  Certainly the provision of copious reports to the European Parliament has increased the transparency of the Commission’s operations.  It is not yet clear, however, that the Parliament is using this information very systematically, and so some Commission managers see the impact of the reform primarily as providing the appearance of accountability at a relatively high cost.  But the political impact of the reforms may nonetheless be positive.  Over time, the European Parliament has strengthened its oversight of the Commission, including its role in approving the membership of the College of Commissioners, and the reports now provided by the EC do provide a tool that is at least potentially useful in their execution of the political oversight function.  Kinnock has described how the syntheses of  the annual activity reports “went, unchanged, to the European Parliament and the Court of Auditors for analysis,” evidence (according to the Court of Auditors) of “unprecedented openness,” which is part of a “genuine revolution in the Commission’s management culture” (Kinnock, 2003).  The reforms, then, can be seen as successful insofar as they have convinced the Parliament and Court of Auditors that the Commission is doing a better job of internal management and oversight, including appropriate allocation of resources.


But we must not forget that the complex division of power within the EU system means that the Commission will never play a simple administrative function, nor can the Commission be seen only as the agent of the legislative principal, merely carrying out the will of the parliament, since it maintains the politically powerful position of the initiator of new policy proposals. 

Bureaucratic accountability:  The planning and reporting system introduced ran counter to the NPM model, which stressed decentralization.  The Kinnock reforms as a whole were mixed (Levy, 2003), and, in the area of planning, provided a tool for greater centralization and coordination of priorities and resources.  Given the increasing scope of Commission responsibilities and the severe limits on resources, the data generated have, indeed, been used, both in budgeting decisions and internally, within DGs, to focus efforts on the top priorities and to reduce the risk of DGs or individual units pursuing their own priorities or pet projects.  These systems were part of a reorientation of the role of managers, but, as my interviews made clear, developing a genuine culture of accountability that is shared by the managers inside the Commission is a gradual process.  Streamlining the CDR system is, in significant part, an attempt to respond to managers’ complaints about the administrative burden created by the new systems, and some have argued, as well, for some streamlining of the planning and reporting process.  Actual use of the data will continue to vary across the Commission, but the reforms have increased bureaucratic accountability.

Accountability at the individual level:  The most problematic link is the final one in the chain:  motivating staff to meet these goals through linking their evaluation to their promotion, a complex and unwieldy version of what in most NPM reforms is a pay-for-performance system.  The process of developing individual goals linked to organizational priorities and of assessing performance against those goals is made more difficult by the complex environment in which Commission staff work and their dependence on others within and outside of the Commission in order to succeed in the challenging tasks of developing new policy proposals and of oversight of national efforts to implement EU policies, in what has been described as a network governance structure (Schout and Jordan, 2008; Metcalfe, 2004).  And the system put in place to link the evaluation results to promotion, which relies on extremely delayed rewards within a highly bureaucratized and untransparent formal system, has led, not at all surprisingly, to demotivation and frustration as the system is frequently gamed, and staff fail to see a direct connection between the level of performance and the reward.  The 2009 version will simplify somewhat the system but is unlikely to improve morale and may even worsen it further.  


Still, if one can look past the discontent with the promotion linkage, there is considerable evidence that the formal evaluation process has, in the hands of those managers who take the process seriously, provided a tool for clearer dialogue about priorities and performance.  The challenge, then, is getting individual managers to buy in to what Kinnock called a “culture of accountability.”

Democratic accountability and legitimacy:  

As we saw earlier, the reforms were driven, in large part, by the need to respond to a political crisis that raised issues of accountability and legitimacy at the highest levels and that took place in a political environment in which member states were questioning just how far the integration process should go and whether the Commission had taken too aggressive a lead in developing policies that pushed integration and, not incidentally, increased its own power and, in the process, had taken on more than the relatively small staff could actually manage well.  The resulting reforms focused on bureaucratic accountability, but also on political accountability to the European Parliament and on accountability in the broader sense, discussed above, of responsiveness to the citizens and of attempting to combat the perception of a “democratic deficit.”


The dilemma, finally, is that it is difficult to address political responsiveness, with the goals of increased legitimacy in the eyes of the citizens, through an administrative reform.  Neither the citizens nor the media, which shapes citizens’ perceptions of the Commission, are likely to read through the formal reports submitted by the Commission to the Parliament or to have a grasp of the technical issues they raise.  Members of the European Parliament (MEP) know that one of the best ways to get press coverage is to attack the Commission for some policy that is unpopular in their country or district.  And national governments increasingly resist expansion of the Commission’s responsibilities, while using the Commission as the scapegoat for unpopular policies while taking credit for those that are popular, which is made easier because of the national governments’ role in implementing EU policies.


This puts the Commission in a difficult political position.  How can the Commission not only work effectively but communicate what it accomplishes to the citizens, when the Commissioners are not themselves directly elected, and when the Commission is not responsible for most policy implementation?  Stronger bureaucratic and political accountability in a formal sense is important and necessary but not sufficient to reduce the perception of a democratic deficit and to build legitimacy for the European Commission and for the European Union as a whole.  It is a challenge with which the European Commission continues to struggle.
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