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Introduction
In the past two decades there has been an unprecedented wave of reforms as the traditional model of public administration has come under attack.  These reforms originated in developed industrial economies, whose political leaders were under pressure to keep down levels of public taxation and expenditure, while maintaining high levels of welfare and other public services (Manning 1996).  A significant feature of the reforms was the belief that the state had become too large and overcommitted, and that the market offered superior mechanisms for achieving the efficient supply of goods and services (World Bank, 1996, 1997).

As the reform movement has spread (through globalising processes which are considered below), reformers are being faced with a choice between competing concepts of the state; this is often expressed as a choice between ‘old’ public administration and ‘new’ public management (Dunleavy and Hood, 1994), with the additional dimension that the state is also expected to be responsible for the effective management of social and economic development, or ‘development management’ (World Bank, 1997).

The applicability of these different models of the state, and the question whether a new global paradigm of public management is emerging, are matters of considerable debate and dispute, which should be no great surprise given the intensely ideological nature of the political choices they represent.  The purpose of this chapter is to present a critical account of the origins and nature of ‘new public management’, illustrated from the British system which has been its most committed advocate, with supporting material from other developed economies. An attempt will be made to evaluate the practice of these reforms by reference to British experience.  The chapter then ends with a consideration of issues related to efforts to transfer the NPM reform model to developing and transitional economies.

The traditional model of public administration

Before constructing a critique of new reform ideas based on the British example, it is necessary to examine briefly the context of ideas and practices in which the emergence of NPM reforms in the 1980s must be located.  Questions of the role and powers of the state are not at all new (though much of the literature extolling NPM appears to be innocent of any knowledge of this historical framework).  Indeed these were central concerns of philosophers such as Aristotle in ancient Greece, Confucius in ancient China, and Machiavelli in mediaeval Italy.  But the conception of the activist, bureaucratic state, despite its earlier parallels, is in practice an essentially twentieth century phenomenon.  The characteristics of this bureaucratic state were set out most clearly by the German sociologist Max Weber in 1920, with strong echoes of earlier writings by the American Woodrow Wilson, (see Hughes, 1998, 22-30):

i. there should be a clear separation between politics and administration, and therefore distinct roles for political leaders (normally elected) and state officials (normally appointed).

ii. administration  should be continuous and predictable, operating on the basis of written, unambiguous rules

iii. administrators should be recruited on the basis of qualifications, and should be trained professionals

iv. organisation should reflect a functional division of labour, and a hierarchical arrangement of tasks and people

v. resources should belong to the organisation , not to individuals working in the organisation

vi.
the principal motivation should be a sense of duty, or public interest, which should override organisational or private interests.

Further refinement of the traditional model of public administration came through the application of private sector based ideas of ‘scientific management’, which introduced efficient operational methods based on standardisation of tasks, ‘one best way’ of fitting workers to tasks, and systematic control of tasks, processes, and workers (Hughes, 1998,33-34).  These principles were easily adapted to bureaucratic structures.  A final addition to the traditional model was the application of the insights of social psychology, in a ‘human relations’ approach which is often contrasted with the scientific management approach, but in practice sought to achieve greater efficiency of performance too, though by paying attention to the need to motivate workers rather than merely control and direct them (Hughes, 1998, 35-6).

This enhanced bureaucratic model of large-scale organisation was held to be both rational and superior to other possible alternatives.  Historical developments in the twentieth century confirmed the growth and power of state organisation resting on these principles, with the result that state organisation looked much the same across different types of political regime or economic system.  Revolution was a crucial influence in transforming monarchical systems of government into modern bureaucracies.  Two world wars, and the great interwar depression, meant that all governments had to plan and co-ordinate the use of national resources, especially in the management of economies.  This lead on naturally in the post 1945 period to the expansion of state responsibility for social provision, the ‘welfare state’. Finally, this period also saw the dismantling of the old colonial empires, and the emergence of new but poor nations committed to the economic and social improvement of their societies, the ‘developmental’ state. 

The most important assumption underlying this activist model of the state was that state intervention was needed to make good the deficiencies and failures of the private market.   Levels of state control and intervention varied in practice along a broad spectrum, with total state ownership and allocation of economic and social resources at one end, and mixed provision by state and market at the other. At any point on the spectrum, strong state bureaucracies played a crucial role.  Why, then, with such major achievements to its credit, did this activist model of the state come under such fierce attack?

New approaches: new public management, and good governance

To answer this question, we must look at the critique of the traditional model of state bureaucracy and the idea of government failure.  

The critique of the traditional model is based in a comparison of the ‘ideal’ model of bureaucracy with what happens in real systems of public administration.  The following differences can be identified (for a more detailed examination, see Minogue 1997):

i. in many systems there is no clear separation between policy and administration, either in terms of decision-making processes or the respective roles of administrators and politicians, which are often fused together.

ii. decision-making processes do not, in any case, conform to the rules of technical and economic rationality, but are affected and shaped by processes of conflict, negotiation and exchange between interests both internal and external to the state bureaucracy

iii. hierarchy and centralisation combine with a  formal, sometimes slavish adherence to rules and procedures to produce defects (or bureaucratic pathologies) such as delay, inflexibility, unresponsiveness, and an arrogant disregard for the interests and concerns of citizens

iv. bureaucracies are characterised therefore by a process of ‘top down’ implementation which frequently produces inappropriate policies and inadequate results.

v. the range of transactions within the modern system of state administration, both internally and with external organisations and interests, is so extensive that this produces a degree of complexity much greater than the model would suggest.

While the welfare or developmental state was justified by the need to correct market failure, the prevalence of the characteristics listed above produced critical responses, which referred to the need to correct government failure.  These can be summarised as :

the unresponsive but invasive state, whose excessive interventions restricted people’s freedom to manage their own affairs, and created dependency rather than self-reliance;

the over-extended state where governments had taken on too many responsibilities, 
and were unable to carry these out either efficiently or effectively; and 


the private interest state where elite and privileged groups exploited the opportunities 


offered by state activities to enhance their own interests and incomes.

The combination of these critiques (of the inefficiency of bureaucracy and the flawed nature of activist government) produced a reform model usually designated as ‘new public management’.  This reform model is driven by the assumptions that large state bureaucracies are inherently defective and wasteful, and that the market is better equipped than the state to provide most goods and services. The radical changes needed to introduce a transformed and entrepreneurial model of public management would have to be established by:

i. restructuring and reducing the public sector, particularly through privatisation

ii. reorganising and slimming down central civil services

iii. introducing competition into remaining public services, especially through internal markets, and the contracting of public services provision to the private sector

iv. improving efficiency and obtaining ‘value for money’ through performance management and auditing.

The claim of this model is to transform the traditional public administration into a new species of public management, characterised by:

i. a separation of strategic policy from operational management

ii. a concern with results rather than process and procedure

iii. an orientation to the needs of citizens rather than the interests of the organisation or bureaucrats

iv. a withdrawal from direct service provision in favour of a steering or enabling role

v. a changed, entrepreneurial management culture.

The British reform experience

British public sector reforms in the past two decades represent the earliest, most comprehensive, and politically committed attempt to realise this transformative, ‘new public management’ model (Gray and Jenkins, 1995; Dunleavy and Hood,1994).  This section will present the main elements of the British reform experience, with some references to other developed countries who took forward the same ideas (mainly New Zealand and Canada), and will consider the impact of the reforms.

Privatisation

While the constant see-saw between nationalising Labour governments and denationalising Conservative governemnts had been a pervasive feature of public policy in the postwar period, this picture changed dramatically with the election of four successive Conservative administrations under Margaret Thatcher and John Major (1979, 1983, 1987, and 1992-97). This period brought a substantial restructuring of the public sector under a strategy of ‘privatisation’, applied to the publicly owned industries, the major utilities, and the services sector (see Box 1).

Only New Zealand can claim a more extensive commitment to privatisation (see Box 2), and the steady flow of activities from the public to the private sector took some 650,000 employees out of the public sector between 1979 and 1995 (Rhodes, 1997, 43).  For a slightly different period (1981-94) estimated reduction in the public sector was 26.4%, breaking down as reductions of 49.8% in central government, 23.2% in public corporations, and 8.9% in local government (Blundell and Murdock, 1997, 23).  But the political claim that privatisation would slim down and render more efficient a high spending state are not supported by the statistics on public expenditure.  Box 3 shows that government spending as a proportion of GDP was not significantly lower when Mrs Thatcher left office than it had been when she arrived in 1979.  In real terms public spending rose in the same period by approximately 50% (Jamieson, 1998, 167).  The figures in Box 4 also do damage to the claim that there is an association between privatisation and the general performance of the economy, since again, economic growth rates under privatising governments turn out to be almost identical to those before privatisation. The most striking comparison is that growth rates appear to be unaffected by electoral changes, suggesting that external influences count for more than domestic policies.

Box 1  Principal UK Privatisations 1980-94





Utilities





Oil 
1982

Telecommunications
1984

Gas
1986

Water
1989

Electricity
1991

Coal
1994




Transportation





Road Haulage 
1982

Buses
1986

Authorities
1987

Railways
1994-95

Airports and airport authorities
1987

Shipbuilding
1986

Steel
1988




Industry





Cars
1988




Box 2   Scale of privatisation in OECD countries 1979-91 ( Stevens 1992)





Country
Period
Privatisation proceeds as % of average annual GDP





New Zealand 
87-91
14

UK                      
79-91
11.9

Japan                   
86-88
3.1

France
83-91
1.5

Italy 
83-91
1.4

Holland
87-91
1.0

Box 3 UK public expenditure as % of GDP

1970-71

40.6

1978-79
Thatcher elected
43.3

1982-83
End Thatcher 1
46.7

1986-87
End Thatcher 2
43.5


Mean levels




1970-79
43.7



1980-89
43.8


Box 4  UK growth rate comparisons

Averages


-
%

1970-79 (pre-Thatcher)
2.2

1980-89
2.2

1990-93 
1.0

By political administration


1965-70 (Labour)
2.7

1971-74 (Conservative)
2.6

1974-79  (Labour)
2.0

1980-89 (Conservative)
2.2

In the UK, as in general, evidence for the superiority of private over public enterprise is mixed and inconclusive, the real issue being monopoly and its associated inefficiencies rather than ownership (Cook 1998; Cook and Kirkpatrick, 1995).  A survey of UK privatisation experiences in the main period of activity, the 1980s, concluded that it was impossible to attribute variations in economic performance between public and privatised bodies to ownership (Bishop and Kay, 1989).  It is also doubtful whether the claim can be justified that privatisation will bring improvements in the quality of goods and services.  For example, in an analysis of the water industry which demonstrates that privatisation was mainly to the benefit of the new owners, Shaoul writes ‘The industry was not transformed by privatisation: consumers found that prices rose by more than 50%; some of these customers who could not pay their bills had their water supply cut off; sales revenue but not sales volume rose; the promised efficiency did not materialise; the rate of profit did not change; workers lost their jobs; and the Government, meaning tax payers past and present, in effect made a huge loss on the sale and gained almost nothing from tax revenues despite the profits’ (Shaoul 1995, 23-24).  According to Gray and Jenkins (1998, 350) claims about efficency and services improvements were less important than the fact that ‘what brought specific organisations up for sale was the more immediate prospect of cash flows to ease government borrowing’, a process described by a former Conservative Prime Minister, Harold Macmillan, as akin to “selling off the family silver”.  While the UK has been a flagship for privatisation, the benefits to UK economy and society have not been self-evident.

Efficiency reforms
Privatisation was a straightforward change in the relationship between the public and private domains, but other reforms showed what a complex and confusing relationship this was becoming, as several initiatives sought to increase the efficiency with which government managed and delivered public goods and services.  The guiding spirit is well caught in the 1991 White Paper Competing for Quality which stated ‘Public services will increasingly move to a culture where relationships are contractual rather than bureaucratic’. This represented ‘an extension of privatisation in that discrete activities provided by a government organisation should be tested for cost and effectiveness by subjecting the in-house provision [to] competitive bids from outside’ (Gray and Jenkins, 1998, 353).  This process was known as ‘market testing’ in relation to central government, but took the form of compulsory competitive tendering (established by a series of legislation) in the local government sector (see pp12-13 below).  In turn these initiatives were complemented in the civil service by a series of efficiency scrutinies, and financial management reforms, intended to make officials more directly accountable for the effective management of their own little bits of administrative empire.  These changes led on to and were complemented by the creation of executive (or ‘next steps’) agencies. 

Before considering market-type mechanisms, and agency creation, it is worth examining the process by which the managers of these changes, located principally in the Cabinet Office and what became designated as the Office for Public Service, arrived at decisions about these fundamental reorganisations of central government work.  The key procedure here was known as the Prior Options Review, under which all ministries were required to consider all activities and ask:

· is the work necessary? If not, abolish it 

· must government be responsible for it? If not, privatise it

· should government provide it directly? If not, contract it out to the private sector

· if provided directly, decentralise to executive or other non-departmental agency

In all cases, the principles of competition and increased efficiency should be applied.  Some data on these reviews is at Box 5.

Box 5  Prior options results to 1993 (Cabinet Office 1997)

937 activities reviewed


Abolition
47

Privatisation                           
4

Contracted out                     
241

Market-tested
498   -----  external supplier   153


         ----- internal supplier     345

Internal restructuring           
147

On the basis of such reforms, government claimed in 1996 to have made a 20% saving (£720m) on a total of £3.6 bn of work reviewed.  The private sector had been awarded £1.3 bn of work.  Where competitive bids were sought, on £728m of work, government teams had won 71%, or £519m of work.  Further savings were made through generic scrutinies: eg a process of rationalisation and reduction of forms in the National Health Service brought savings of £40m a year, and changes in the criminal justice system were estimated to save £30m a year (Cabinet Office 1997).

Contracting
Under this type of arrangement, a private contractor assumes responsibility under a contract for providing a specified level and quality of public services for a fee.  The objective is to obtain the most cost-effective delivery of the service over a defined period of time.  The contract will normally be awarded, and renewed, on the basis of competitive tenders, invited from both the existing public service organisation and from potential private contractors.  Constitutional and legal authority, and political responsibility for a service, remains with the public agency, but responsibility for managing and providing the service rests with the winner of the contract bid.

While contracting is not new, pre-dating new public management in many countries (particularly in the USA and Latin America), it has increased significantly and been given sharper focus in the context of market-oriented reforms to public management.  Particular initiatives have been implemented over the past decade in the UK (described in parts of the literature as a ‘contract state’: Kirkpatrick and Martinez Lucio, 1996). The main application has been through local government provision.  In New Zealand, between 1989 and 1994, delivery of local government services by contract increased from 22% to 48% of total provision (Commonwealth Secretariat, 1996).  In the UK, legislation in the 1980s and early 1990s extended the principle of compulsory competitive tendering (CCT) to a range of services, including waste collection, street cleaning, schools cleaning and catering services, legal services, computer services, personnel services, leisure management, and housing management.  Estimated cost savings were claimed by government as 7% on average (Kane 1996,56).  Contracting was also applied internally, with one part of government purchasing services from another (eg. training, printing) and through the ‘internal market’ mechanism such as obtained in the National Health Service eg. (doctors purchasing patient services from public hospitals under a specified and costed contract).

The advantages of contracting are clear; it offers, through competition, to cut costs and contain public expenditure; to set enforceable standards of performance and quality; and to strengthen both policymakers and managers by drawing a clear distinction between the determination of services and their delivery.  Does UK experience justify such claims?  The growing literature generally supplies more negative than positive judgements.  Kirkpatrick and Martinez Lucio (1996) not only argue that ‘the introduction of contract relations has been uneven and contested’ but that ‘new problems and contradictions are emerging as a consequence of managing public services through contracts’ (p.5). The reality of contracted public services provision rarely lived up to the classic contract model, and the market (external or internal) was frequently unable to provide the anticipated competition (Bennett and Ferlie, 1996).  By 1994 62% of local government contracts remained in house, and these accounted for 82% of total contract value (Kane, 1996, 56).  The claimed efficiency gains are demonstrated to be unsupportable by evidence (Boyne 1997), or are offset by countervailing damage to relations of trust and collaboration (Coulson, 1998; Walsh et al, 1997; Deakin and Walsh, 1996) or by reduced morale in workforces (Cutler and Waine, 1994).  The latter also argue that it is impossible to arrive at a rational and rigorous evaluation of contracting because the values which drive or resist it are principally political (Cutler and Waine, 1994, chapter 4). In short, the outcome of contracting reforms is as contested and uneven as their introduction.  It is unsurprising to find that the 1997 Labour government does not intend to pursue compulsory contracting (and appears to have quietly shelved market testing), replacing this approach with a policy of ‘best value’ and continuous improvement through benchmarking of best practice (Cabinet Office 1999)).  But the principle of competition is retained as part of the ‘best value’ process so that the contract culture is likely to be modified rather than abandoned (Boyne 1997).

Restructuring the Civil Service
The ‘new public management’ view of modern government is that it should be mission-driven, decentralised, and entrepreneurial.  The structural characteristic of this model is that, compared with the traditional government bureaucracy it should have a smaller policy core, overseeing a flatter, less hierarchical, more fragmented implementing periphery.  This has been described as the ‘hollowing out’ of government.

The British experience with this kind of restructuring has resulted in the creation of ‘next steps’ (or executive) agencies.  This is a dramatic example of the substantial changes involved in the introduction into the public service of a model of this kind (Greer, 1994), and of the high degree of political commitment needed to drive through such changes against bureaucratic and labour union resistance.  Essentially, agency creation has resulted from the ‘prior options’ review process described earlier.  Typically a Ministry will:

· identify a coherent, specific set of activities which will be the basis for an autonomous agency

· appoint a Chief Executive to manage the agency, appointed on a competitive basis, with competition often open to candidates from outside government

· establish a Framework Agreement, which operates over a five year period, setting out in a Strategic Plan objectives and responsibilities

· annually set out in a Business Plan key financial, service, and quality targets

· establish a performance measurement and reward system to support the Business Plan

The staff of executive agencies continue to be classified as civil servants, but Chief Executives have day-to-day control over all personnel matters.  In turn, the Chief Executive continues to have relations of accountability to the sponsoring Minister and senior Ministry officials at a policy level, but at the operational level enjoys considerable independence (but see critique, below, p.14).  British progress with executive agencies is summarised at Box 6.

Box 6   British Executive Agencies (Cabinet Office 1998b)

138 Agencies employ 386,000 civil servants, some 75% of the total

90  Agency Chief Executives have been recruited by open competition

25% of appointments have been external candidates

6 Chief Executives are women

Examples of executive agencies include:

              Prisons Agency

              Benefits Agency

              Civil Service College

              Court Service

              Office for National Statistics

In the New Zealand case, an even more fundamental transformation took place, as indicated in outline in Box 7.

Box 7   New Zealand Public Service Restructuring    (Matheson 1998)

· Budgetary appropriation on the basis of the outputs the department plans to provide, specified as to number, quality and cost

· Permanent Secretaries redesignated as ‘Chief Executives’ with responsibility for the delivery of the specified outputs, and wide powers over staff numbers, remuneration, and deployment

· Ministerial direction of Chief Executives by means of annual performance agreements and ‘purchase’ agreements

· a set of cross-departmental policy objectives called Strategic Results Areas

· a set of medium term departmental commitments called Key Results Areas, incorporated in the Chief Executive performance agreement

· Management of the Chief Executives through limited term employment contracts with the State Services Commissioner, including annual performance assessment and performance-based rewards

It is clear that these two examples entail a direct attack on the traditional notion of a unified civil service.  Government is regarded as too big to be managed as a single coherent institution and instead becomes a series of inter-related but separately functioning businesses, strongly oriented to output budgeting and results-based management performance.  The prize claimed is efficiency gains, and more effective provision of the services the public wants, at an acceptable financial cost.

However, concerns have been expressed about UK agencies in practice:

· blurred lines of accountability, because of the reduction of formal political control and the increase in managerial autonomy ; but at the same time, day to day ministerial interventions may restrict such autonomy (Polidano, 1999; O’Toole and Jordan, 1995)

· relations between agency chiefs and senior Ministry staff lack clarity (Trosa, 1994)

· leads to fragmented and disconnected organisation, which then requires more attention to coordination and ‘joined up’ government (Cabinet Office, 1999)

· too much a model driven by the wish to reduce civil service numbers and public expenditure, rather than services improvement (O’Toole and Jordan, 1995).

Improving the Quality of Public Services

The drive for efficiency has two fundamental purposes: to avoid wastefulness in public expenditure, and to increase the productivity of public sector workforces.  But a related (some would say primary) purpose is to improve the quality of services provided by the state to the citizen: thus one test of public management is the degree of satisfaction or dissatisfaction with what the organisation provided.  Correspondingly, managers become more directly accountable through a commitment to supply a particular level or quality of service to users (the emphasis here is on the citizen as customer or consumer).  The creation of a standard quality of service at a high level should motivate those who work in the organisation.  This requires a match between expectations of the service, and its actual delivery.  This can be the basis, along with an appreciation of available resources, of a realistic standard of service provision to which the organisation commits itself (see Blundell and Murdock, 1997, chapters 7 and 8).

It is this thinking which lay behind the UK initiative in introducing a Citizen’s Charter programme; initially received with scepticism it is now regarded as a ‘success story’ and an example of ‘best practice’ (Commonwealth Secretariat, 1996).  It is summarised in Box 8   

Box 8  Citizen’s Charter Programme, UK   ( Cabinet Office, 1997)

Established in 1991, it encouraged public organisations to draw up, publish, and work to a clear set of service standards.  A Charter should follow six principles

· set standards of performance and assess actual performance against these standards

· provide clear information about services, including actual performance against targets

· undertake consultation with service users

· treat customers with courtesy and helpfulness

· be ready to put things right when they go wrong, including the payment of financial compensation

· ensure value for money



The system was guided by a Citizen’s Charter Unit in the Cabinet Office.  By 1998 the results were (Cabinet Office 1997, 1998b):

· 42 main Charters had been established for key public services and privatised utilities (e.g. a Patient’s Charter, a Taxpayer’s Charter, a Passenger’s Charter

· 10,000 local Charters had been established, e.g. for doctors, fire services, police

· 913 agencies held the Charter Mark Award for high standards, or innovations

· performance tables are published so that users can compare the performance of ‘their’ agency with that of similar agencies (e.g. schools, hospitals)

· a Citizen’s Charter Complaints Task Force has recommended standard complaints  procedures and remedies for every public organisation

· In July 1998 the new government retained the system, but renamed it Service First, and incorporated a People’s Panel which regularly surveys a focus group of 5000 

This is all part of what has been described as ‘administration as service, the public as client’ The traditional model certainly did not perceive or treat citizens as customers.  The concept of accountability to clients challenges some fundamental principles of government, not least the idea that accountability between citizen and state can only operate through the political or legal system.  In this responsive model, public managers account directly to users for the quality of services provided to them, and individual public managers are required to focus on client relations as a major part of their job.  

But there may be problems in securing the advantages of client-oriented service systems where targets are set at existing or inadequate levels, creating ‘facade’ achievements; or where financial and organisational resources are scarce, rendering service targets unrealistic (Gray and Jenkins, 1998; Wilson, 1996; Waine and Cutler, 1994;).   A critical assessment of the impact of ‘charterism’ suggests that British citizens have responded with ‘indifference’ (Wilson 1996: 60) and that there is ‘no reliable or synoptic picture of ...  impact’ (Pollitt, 1994: 113).

Performance management 

 All of the reforms reviewed above depend for successful outcomes on the application of performance management systems, to measure both organisational and individual efficiency.  New management reforms insist that one part of the package of increased managerial autonomy should include delegation to specific departments and agencies of responsibility for hiring, rewarding, and firing staff; for removing poor performers and rewarding good performers; and for establishing a link between managerial performance and effective results.  Box 9 shows how this works in the UK.

Box 9  Performance payments in UK (Commonwealth Secretariat 1996)
 Performance awards are now made to most public service staff and include:

· to NHS doctors for meeting a range of medical targets

· to NHS managers for meeting performance targets, e.g. reduced waiting lists

· to heads of schools and ‘good’ schoolteachers

· to most civil servants

· to Chief Executives of executive agencies

All this may require a major cultural shift for public service employees, and there are serious problems with establishing adequate performance indicators and measurement, (Waine and Cutler, 1994; Stewart and Walsh, 1994): 

· there are different methods of measurement which in turn depend on different measures of what constitutes ‘successful’ performance

· measuring quality involves establishing appropriate levels of consumer satisfaction, standards of service, or conformity to external criteria through benchmarking

· measuring ‘value added’ involves separating out the contributions of individuals, units, or the whole organisation to overall outcomes

All of these areas are complex, information-hungry, and frequently disputed, not least by staffs, so that establishing a workable performance management system is a long-term project, yet one which is now regarded as essential to the achievement of improved efficiency and effectiveness in public services management (Boyett and Currie, 1999).

Creating partnerships        

In line with the drive to reduce the direct provision by government of public services, and to decentralise the management of such services, there has emerged a tendency to create new hybrid forms of public-private partnership, which may bring into collaboration any combination of central government, local government, non-government organisations, and private sector groups.  The argument is that such partnerships may relieve overstretched central agencies, or substitute for weak or non-existent public provision, supplying additional financial and human resources .Two innovations in the UK illustrate this development.  The Urban Regeneration initiative brings together as partners in area-based programmes central government agencies, local government agencies, community organisations, and private sector companies.  The Private Finance Initiative has stimulated the private financing of new public facilities, including transport projects, roads, prisons, hospitals and museums.  The best known example is the Channel Tunnel.  By March 1996 £4.8 billion of new investment had been agreed with the Treasury, with up to a further £7.2 billion projected by March 1999.  The attractions to governments with scarce resources for capital investment are obvious, though Gray and Jenkins comment that it ‘might be thought unacceptable as a public policy, not least for its implication that the government is abandoning its traditional role as guardian of the public infrastructure’ (Gray and Jenkins, 1998, 353).  Progress in the UK has been slow in practice, but this is another area of bipartisan agreement, with the new Labour government committed to expansion of public-private partnerships of this type (Cabinet Office 1999, 1998a).

Can and should the NPM model be transferred?

If we take the case of UK public sector reforms as reasonably representative of the model of New Public Management, it is clear that substantial elements of this model have been copied and applied elsewhere (see Minogue et al 1998).  New Zealand has, if anything, pursued these reforms even more enthusiastically than the UK, (Matheson 1998, Halligan 1997, Boston et al 1996, Schick, 1996, Holmes and Shand, 1995).  Many OECD countries are adopting elements of the reform model, especially privatisation, contracting, executive agency, and efficiency and quality improvement reforms (OECD 1995, 1996a).  It is not easy to establish how these processes of transfer take place, though Common (1998) argues that major aid donors have played an important role with the direct sponsorship of NPM type reforms through their aid programmes, and related conditionalities.  Dunleavy and Hood (1994) suggest the possibility that globalisation processes are influencing common responses to problems of governance, though they insist that national cultures may resist absorption into a global model.  Meanwhile, political and bureaucratic leaders in developing and transitional economies are searching for solutions to the problems of the overloaded, expensive, inefficient and unresponsive state which produced NPM reforms in the first place, so that it is scarcely surprising if they seize on initiatives already attempted in developed economies.

There are two major problems here.  First of all, as Dolowitz and Marsh make clear, ‘policy transfer’ is a tricky and complex process which operates with long lead times (Dolowitz and Marsh, 1998).  National administrative cultures are unique and distinctive, and in various ways resistant to the application of ‘one best model’ or blueprint.  This is so even in developed countries, and is interestingly illustrated by the case of France.

France, like other OECD countries, was impelled by fiscal, economic and bureaucratic crisis to attempt the introduction of modernising reforms (mainly privatisation and decentralisation initiatives, and increased contractualism).  While a group of managers outside the centre benefited from the ‘territorial’ decentralisation of public service funding and delivery, the general reform effort met strong resistance both at the elite (grands corps) level, and at the lower, heavily unionised levels of the public sector.  The resistance of these entrenched interests, and the centrality of the state in French political and administrative culture, stymied the intentions of reforming politicians.  Far from solving bureaucratic problems, the reforms exacerbated them, creating ‘a two-speed civil service, a modernising periphery and a traditional centre’, but with ‘little prospect of changing the underlying organisation culture of the civil service’ (Clark, 1998, 108).  Moreover, French users of public services saw little result from a decade of reform initiatives because the procedural nature of the system, rooted in administrative law, was largely undisturbed.  An overall judgement was that ‘it is particularly difficult to assess the whole process of modernisation and the various governments may wonder whether the benefits are worth the social costs’ (Rouban, 1997, 153).  The strength of French public attitudes to the state shows itself in Rouban’s otherwise detached analysis:’ it is socially unthinkable to decide on real reductions in staff while social policies...constitute priorities for successive governments’ (Rouban, 1997, 144).  This perspective is reinforced by Guyomarch (1999); in an analysis of the French institutional reforms he found that ‘the patterns and conventions of politics, administrative arrangements and the civil service labour market all encouraged interpretations which respected active state interventionism and bureaucratic values’ (p.189).  The reforms ‘reflected the continuing intellectual hegemony of the interventionist welfare state model’ giving little room to ‘ideas ...  viewed as irrelevant, quaint obsessions of foreign intellectuals’ (p.191). This highlights a more general political dilemma entailed by the application of NPM ideas: ‘the moment every citizen demands his particular blend of services, majority decisions regarding policy output become increasingly difficult’ (de Guzman and Reforma, 1994, 169).  

A quite different problem of cultural transfer is illustrated by the example of China, where the concept of merit-based bureaucracy runs into specific ‘Chinese characteristics’.  These include the value of loyalty to the Communist Party, and recent efforts at civil service reform demonstrate an uneasy tension between movement towards a professionalised bureaucracy, and the continuance of a political cadre system (Zhou, 1995; Tong et al, 1999).  A more traditional characteristic of the Chinese system is the attachment to personal networks of reciprocal obligation, which sets a clear barrier to merit-based recruitment and promotion, as well as being in conflict with the socialist principle of equity (Aufrecht and Bun, 1995).  A third value is the drive for development and modernisation.  These shifting values are reflected in shifting power relations, so that ‘transition in China is characterised by a partial reform process in which planning and market, the party state, and an emerging civil society coexist and compete’ (Zhou, 1995, 448).  

These problems of cultural variation mean that there needs to be substantial adaptation of generic reforms.  Without such flexible adaptation to local conditions, reforms will not become rooted, and will create empty, facade reforms, which will be ineffectual, and do little more than create new bureaucratic layers.  Sometimes this is recognised by the large aid donors: see, for example, Nunberg’s dismissal of the appropriateness for developing countries of such NPM reforms as executive agencies, and performance management systems (Nunberg, 1995).  But more often, reforms drawn from developed country experience continue to be espoused even in the face of substantial evidence that they are not working.  Clear examples here are the continued support for privatisation in transitional economies, (World Bank 1996) and for decentralisation reforms in developing countries (World Bank, 1997).  At the same time, the leaders of poor countries find it difficult to resist inappropriate policy packages because of their need for the financial support, which comes with these packages.

A second major problem has been less acknowledged in the development management literature; that is, the question whether NPM reforms are even appropriate and effective in the originating countries.  There is perhaps a problem of disciplinary divisions here.  In the UK, management schools, management textbooks, and many practitioner organisations, have enthusiastically and uncritically embraced the NPM model of reform, despite its clear ideological provenance in neoliberal thinking.  They either ignore, or are unaware of, an extensive critical literature produced by public policy specialists and political scientists.  Specialists in public management, and indeed practitioners themselves, seem to fall into both camps.  

Ultimately this is a debate to be resolved within UK political and public cultures, but what is striking is the failure of those who wish to see NPM reforms extended to developing and transitional economies to take account of the very mixed results of these reforms where they have been fully applied.  The literature on privatisation, and market-type mechanisms such as contracting makes it clear that there is no hard evidence of real efficiency gains (Cook 1998, Parker 1998, Gray and Jenkins, 1998; Bennett, 1997; Walsh et al, 1996; Heald, 1988).  The literature on civil service reform and executive agency restructuring suggests that the only clear result so far, other than a substantial reduction in numbers employed in the public sector, has been a serious loss of public accountability (Polidano, 1999, O’Toole and Jordan, 1995).  The literature on the application of NPM reforms to local government has been fiercely critical of increased ‘democratic deficit’, and the emasculation of local authority autonomy (Elcock, 1994, Walsh 1995; Stewart and Stoker, 1995).  It is virtually impossible to find rigorous evidence or evaluation of the impact (for better or worse) on public services, despite the emphasis of the reform model upon this aspect.

Analysis of other developed country reform programmes has produced a mixed set of judgements.  For New Zealand, Schick, a committed participant, maintains that ‘there is near universal agreement that New Zealand is much better managed now than before’ (Schick, 1996, quoted in Halligan, 1997, 30).  But Halligan, while acknowledging the radical and transformative nature of the New Zealand reform, with a 60% reduction in the size of the public service, is more critical.  Noting the difficulties of evaluating achievements against objectives with any precision, and that, for example, health management reforms ‘are reported by key figures in the reform process as problematic’, he suggests that ‘While management practice and discourse have been transformed, the perennial questions of public administration remain as challenges which cannot be defined out of consideration by principles which separate roles or seek to leave matters to the market ‘(Halligan, 1997, 43).   Holmes and Shand (1995,570) judge that the New Zealand model ‘seemed to lose sight of the multitude of factors which underpin sound strategic policymaking’.  Most damaging of all, Halligan points to the public response to fifteen years of fundamental reforms: ‘a voter revolt and rejection of the political system’ (Halligan, 1997, 41).   It is tempting to speculate that the massive rejection of the UK Conservative government in 1997 was also driven by anxieties about the effects of new public management reforms on public services.

A similar mismatch between the perceptions of elite reformers, and those of the target groups, is implied by an account of Canadian reforms which observes that while ‘the litany of reorganisation …  has exacted a heavy toll  ...  citizens and public servants find such multifaceted change bewildering’ (Lindquist, 1997, 57-58), and criticises ‘the failure of Canadian governments to convey adequately the financial, human, and other costs of restructuring’ (Lindquist, 1997, 60).  There is often a contradiction between language and intention in the reform movement: ‘An unintended consequence of the New Public Management is the use of the language of experiment, devolution, decentralisation, and catalysing public, private, and voluntary sectors to mask an increase in authority, control, and alienation...  the contradictions abound as the subtext of control, enforced downsizing, and cutbacks invariably break through the agendas of reform’ (Green, 1998, 548-49).

Perhaps the most disturbing critique of all is the view, based on research by OECD (1996b) that ‘despite differences between different countries, there is a growing convergence in terms of a concern that fundamental values associated with public services organisations are being undermined by the reforms’ (Lawton 1998 20).  These are summarised as follows by Lawton (1998,20):

· working with ever more limited resources may demoralise managers

· direct citizen demands may lead to conflicts between individual interests and wider public interests

· fragmentation raises concerns over accountability and responsibility

· a devolved and discretionary management environment may erode a service -wide ethic

· increased managerial discretion may increase risk-taking, and produce more mistakes and   ethical conflicts

· an expanded public-private interface may produce relations with contractors which lead to an erosion of ethical standards  

The tensions involved here are succinctly presented in a series of oppositions by Mastronardi (1995, quoted in Schedler, 1997, 127):

i. if clear standards of competence are to be relinquished in favour of flexible contractual relationships, then legal protection of the citizens must be guaranteed to the same extent as in traditional organisation of the public administration

ii. if control by effectiveness and efficiency is to replace democratic control, control          instruments must be transparent

iii. where politically relevant decisions are made in the managerial area, politics must not be excluded

iv. extended discretion in the managerial field must be balanced by guarantees of equity for claims to state services

Conclusion

Existing commentaries on public management reform in developing countries give little sign of being aware of the problematic nature of the NPM model.  The Commonwealth Secretariat guide to good practices is notably silent on the disputed character of the reform model, and upon the critiques mentioned above of primary exemplars such as the UK (Commonwealth Secretariat 1996).  The World Bank annual report for 1996, reviewing experiences with privatisation and market-oriented reforms in transitional economies has relatively little to say about the mixed record of such approaches in developed economies.  It appears to ignore critical literature on practice in transitional economies, particularly in respect of the need to integrate privatisation more closely to general transformative strategies (World Bank 1996; Rapacki in Bennett, 1997).  While the World Bank annual report for 1997 appears in its overview to move away from the more extreme interpretations of NPM, especially in rehabilitating the idea of the necessary developmental state, it is still closely wedded in the body of the report to NPM strategies (IDS 1998). On the other hand, more specialised World Bank studies acknowledge the problematic nature of implementation (World Bank 1995 on the political obstacles to privatisation; Nunberg 1995 on the difficulty of applying to developing country governance administrative reform strategies which are rooted in the different cultures and superior resources of developed countries).  More surprisingly, some academically based reports such as those of CAPAM are less critical of transfer issues than might have been expected, again failing to reflect the critical literatures in developed countries (CAPAM 1994, 1996).   The failure of the development management literature to produce a more evidentially based critique of New Public Management is disturbing, for it leaves us without the informed debate which the future importance of public management reform in developing and transitional countries requires.
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