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			Foreword

			Valeria Termini

			President of IASIA (2010-2012)

			The Congress in Bali on “Public Sector Strategy for overcoming Growing Global Inequalities” provided a great opportunity for posing questions on Global Trends in Public Sector Reform.

			Throughout the years, the International Association of Schools and Institutes of Administration (IASIA) has promoted the diversity of ideas and experiences, bringing together practitioners, academics and experts from all over the world, embracing different cultures and experiences representing different regions of every continent. IASIA is evolving following the pace of the ever-changing background against which its members and partners operate worldwide. The role of Public Administration itself has changed following a variety of trends within States and societies, its actions and policies following many different patterns ranging from Weberian, to New Public Management, neo-Weberian and open Government models.

			Evolving as they do in an increasingly complex environment, Public Administrations are called on to innovate, improve and support economic and social growth and to focus ever more on values and outcomes. Innovation is a crucial element which can be implemented following a multitude of approaches and models. There will never be a one-size-fits-all approach, nor a single ‘best practice’ and I am firmly convinced that the notion of a globally valid ‘best practice’ is a misleading one. Preferring instead to adopt a more inclusive and concrete attitude, I would support a more constructive profile by looking at the opportunities for developing common reflections while taking into account the specificities of each region. Implicit in this is the crucial need for rigorous and relevant case studies and comparative research.

			This is one of the reasons why promoting research in the field of Public Administration is crucial. It is a complex, varied, multi-faceted and heterogeneous sector, with different backgrounds, perspectives, views and ideas. Such complexity leads to progress in this field which is perhaps less steady and linear, but it also constitutes a key strength: the ability to look at reality through differing lenses.

			This book, which collates some of the best papers presented at the 2010 IIAS/IASIA Congress in Bali, fully reflects this concept. Its originality also resides in it. The authors, from varying cultures and backgrounds, have contributed, each in their own way, to identifying, analysing and drawing realistic conclusions on complex issues. The richness of the perspectives offered and the quality of the research work in this book are essential to provide researchers and practitioners with a thorough, comparative and updated look at the current debate on theory, practice and reflection on Public Administration. This is of particular relevance at a time when the implementation of reforms takes place against a background of globalization and economic crisis as well as social and environmental turbulence.

			The editors of this publication, Michiel de Vries and Juraj Nemec, have perfectly grasped these points. This book appears in a timely and much-needed way: when challenges for States and local authorities require deep reflection as to how and how far some of the major interpretation models used up to now, such as New Public Management, have proved to be useful or are limited in their scope. This book says a lot about where the obstacles and hopes lie. Above all, it shows that there is no one-size-fits-all magic bullet for governments and also States clearly why the first steps towards successfully responding to today’s challenges are understanding the issues and sharing practices.

			On behalf of the International Association of Schools and Institutes of Administration, I would like to take this opportunity to offer my warm thanks to the editors, Michiel De Vries and Juraj Nemec, and commend them for their enthusiasm as well as their generosity with their time and talent. My thanks go, as well, to all the authors for their friendly and fruitful contributions which have helped to make this publication a truly global one.

		

	
		
			I 
The focus of this book

			Michiel S. de Vries and Juraj Nemec

			1.	Introduction

			Are the underlying ideas behind New Public Management (NPM) forgotten? Many scholars of Public Administration have argued that other paradigms such as those of (good or sound) governance, the Neo-Weberian State, public value pragmatism and public service motivation have replaced, until recently dominant, the idea of NPM. This book investigates whether these ideas are reflected in the real world of Public Administration or are mere wishful thinking.

			That NPM has lost ground has been argued before. Already in 1998, Lynn told us that “[m]ost of us could write the New Public Management’s post mortem now” (Lynn, 1998, p. 231). In 2004, Pollitt and Bouckaert pointed to the inevitable reaction to NPM-based reforms because after a period of NPM-based reforms, reactions to the norms and values on which these reforms were built are to be expected (Pollitt and Bouckaert, 2004). Simultaneously Pollitt (2003) acknowledged that NPM is not over. Olsen in 2006 wrote an article with a title which leaves very little to our imagination: “Maybe it is Time to Rediscover Bureaucracy?” (Olsen, 2006). In the same year, Dunleavy proclaimed that NPM was indeed dead (Christensen & Laegreid, 2007, p. 1). Orozco (2009) argued that NPM is based on neo-liberalism and owed its development to this doctrine. In his opinion, the end of NPM is visible with the exhaustion of neo-liberalism. Roger Levy (2010) calls NPM arguably as much a casualty of the global economic crisis as are the markets and market mechanisms which underpin it. Some talk about post NPM (Christensen & Laegreid, 2007; Olsen, 2008) others argue for the emergence of the New Weberian State (Drechsler, 2005). This idea is seen in Drechsler’s publication of 2005 under the expressive title: “The Rise and Demise of New Public Management”. There the author states “I would say that in PA: in 1995 it was still possible to believe in NPM, although there were the first strong and substantial critiques. In 2000, NPM was on the defensive, as empirical findings spoke clearly against it as well; in 2005 NPM is not a viable concept anymore”. However, he immediately adds that “Yet in many areas both of scholarship and of the world as well as in policy, NPM is very much alive and kicking”. Lapsley noted that there is evidence that, over the period from 1999 to 2009, New Labour policy advisors in the UK translated NPM into modernization (Lapsley, 2010, p. 8). Still others spoke of the upcoming Public Value pragmatism and the new paradigm on Good Governance, emphasizing the increased recognition and need for the quality of the public sector to be improved instead of its efficiency.

			Notwithstanding the enormous increase in theory-building around governance seen in recent scholarly publications and the relative decrease of scholarly publications regarding developments related to NPM in the practice of public administration all over the world, the ideas behind NPM in such systems might still be very much alive. Even though they are nowadays translated into different tools, the ideas about their functionality and ability to deliver results might still be valid.

			This book investigates the degree to which processes of public administration systems and reform are still influenced by recommendations flowing from the NPM tradition.

			Firstly, it aims to provide an account of Public Administration reform processes and the role of NPM at the end of the first decade of the 21st century. Secondly, it provides indications of the nature of the changes taking place in public administration in different parts of the world and the commonalities therein.

			The contents of the chapters in this book are based on research presented by major scholars from all over the world who attended the IIAS/IASIA conference held in Bali, Indonesia, in the summer of 2010. The IIAS and IASIA are worldwide organizations in Public Administration which have existed for 80 and 50 years respectively. The former organization is constituted by State members and the latter has as its members, schools of administration. Once every three years, a combined conference is organized in which scholars and practitioners from all over the world meet to discuss the main developments taking place in public administration in their home country or in the case of comparative studies, their region, as well as presenting their research on those developments. The interesting thing is that the research presented during that conference did not focus on already well-investigated countries such as the USA and UK, of which the developments in Public Administration reform are already well-known. Instead, the investigations in this volume comprise studies not only of European countries, but also of major Asian, African and Latin-American countries, that is to say, countries about which much less is known regarding the developments in Public Administration reform.

			Some of the best and most illustrative studies on such countries are assembled in this volume. They provide the reader with a remarkable overview of what is actually happening in countries all over the world. More importantly, the chapters provide ample information to find answers to the questions posed above: What has remained of NPM and what is the role of NPM tools in public administration today?

			2.	What is characteristic of NPM?

			Before that overview of research is presented, it is necessary to frame it within the context of our research question. This implies that it is necessary first to state the main characteristics of New Public Management and the main ideas about its successors. In this regard, it is customary to refer to the landmark book by Osborne & Gaebler, of 1992, who wished to reinvent US Government in order for it to work better and cost less. Their ideas on New Public Management were summarized in Denhart (2004, pp. 136 ff) under ten principles: Government under NPM should be catalytic (steering rather than rowing), community-owned (empowering rather than serving); competitive (by injecting competition into service delivery), mission-driven instead of rule-driven, results-oriented, customer-driven, enterprising, anticipatory, decentralized and market-oriented. This view of the public sector is based on a very critical attitude towards it. There is no way out and no matter what one does, the public sector will inevitably perform worse than the market sector. Therefore, leave the rowing to those organizations that know how to deliver services, i.e. the free market. The neo-liberal roots of NPM tell us that society would be better off if the public sector as such were to be downsized and the number of public officials decreased by privatization and economic liberalization (see Gore 2000; Brinkerhoff, 2008, p. 986).

			At approximately the same time, Hood (1991, 1995) identified as typical for New Public Management – as it developed in the UK – elements such as hands-on management, performance measures, emphasis on output and controls to ensure that objectives are met, disaggregation of, and competition within, the public sector, copying private sector management styles and input discipline (Hood, 1991, 1995).

			According to Hood, NPM does not see the performance of the public sector as something hopeless, but rather as something to be improved, which could be done if it were to act like the market sector, i.e., if it were more product instead of function-oriented, if internally it were merit-based and careers were organized on a professional instead of a formal-legal basis, if management-objectives were to prevail over legal arrangements, if mobility were to increase and flexible work contracts replaced seniority principles, if the bureaucratic ethos were to disappear and the emphasis be placed on the quality of service delivery and e-Government (cf. Gualmini, 2007).

			These two concepts of the internal and external workings of Government, with which NPM is associated, have, despite their common denominator in the market ideology, a rather different focus. Whereas Osborne and Gaebler wanted primarily to improve the way Government works vis-à-vis society, which would, in their view, only be possible if the public sector were to withdraw and leave service delivery to the private sector, Hood emphasized the meaning of NPM as a set of recommendations for making the public sector better organized and managed internally. (Re-)reading both oft-cited publications and with the benefit of hindsight, one can see that NPM became the heading for two related, but simultaneously rather different, streams of reform: one, aimed at improving the quality of the public service delivery on behalf of its customers and the other, emphasizing the need to downsize the public service, because in neo-liberal terms, there is no way out for the public sector but to leave everything to the private sector.

			The internal and external workings of the public sector make an important, albeit somewhat neglected distinction between two dimensions of New Public Management. Important, because as the remainder of this volume will argue, the direction of the development of Public Administration reform differs in both dimensions and whereas the ideas of NPM might have become less dominant in one dimension, this is not necessarily the case with respect to the other dimension.

			3.	Is NPM in decline?

			This brings us to the major research question from which this book departs: Is NPM in decline, dead, demised, to be forgotten and not to be taken seriously anymore, or is it still alive and kicking? If NPM’s impact has declined, what came in its place? Many scholars have tried to answer this question and this section gives a brief overview of the alternative answers.

			First of all, some have argued that, comparatively speaking, there has never been a uniform adaptation of NPM principles. König argued already, in 1997, that public management reform is, first of all, a national matter. Polidano (1999, p. 4) argued similarly that “while many developing countries have taken up elements of the NPM agenda, they have not adopted anything close to the entire package; and they are simultaneously undertaking reforms that are unrelated or even contrary to that agenda”. Ferlie, Lynn and Pollitt argued likewise in 2005 that “each country makes its own translation or adaptation” (Ferlie, Lynn and Pollitt, 2005, p. 721) and Kickert concluded in 2008 that old and new traditions are often combined in such reforms. This is also visible in recent research on developments in Central and Eastern Europe (Bouckaert et al., 2009). As Nemec argued in 2011, the variance in the nature of such reforms and their effectiveness might well be a consequence of varying (extreme) territorial administrative fragmentation in the public sector in countries; the variance in the level of established competition in the market sector; the varying quality of the state of law; the existence of an institutionalized administration in the Weberian tradition (cf. Peters, 2001, p. 176) and the varying extent to which the Public Administration suffers from corruption. In this regard, one can also refer to Drechsler who noted, already in 2001, that “NPM is particularly bad if pushed upon transition and development countries, because if it can make any sense, then it is only in an environment of a well-functioning democratic administrative tradition” (Drechsler, 2005, p. 101). The same was argued by Schick stating back in 1998 that “The greater the shortcomings in a country’s established management practices, the less suitable are the [NPM] reforms” (Schick, 1998, p. 124).

			Notwithstanding specific national mixtures, the argument that the impact of NPM has never been significant is, however, given the numerous case-studies on many countries in the developed and developing world, hardly tenable (cf. Peters, 1998; Johnson & Romzek, 1999; Behn, 2003; Haque, 1998; Laughlin and Pallot, 1998; Luder, 1998; Bouckaert & Pollitt, 2004; Powell & de Vries, 2011). To quote Manning (2001), “It [NPM] has undoubtedly left its mark” (p. 310).

			The second view on recent reforms in the public sector is that NPM-related reforms have not been replaced by completely different reform directions, but have rather been supplemented by additional reform paths leading to more or less complex mixtures of public management reforms. Such mixtures were, for instance, reported for Norway. In 2006, Christensen and Laegreid reported that reform in Norway had become more complex in the previous decade. Apart from NPM related reforms, such as management by objectives, devolution and the use of market tools, they witnessed more attention to cultural management tools seen in knowledge-based management and ethical guidelines and team-based management. They conclude (p. 20) that “The main picture is increased complexity. New reform tools have been added to existing measures. What we see is more supplementary reforms rather than a process in which post-NPM reforms are replacing NPM reforms”. Laegreid, Verhoest and Jann argued in 2008 (p. 94) that: “Over the past decade, a second generation of administrative reforms with a post-NPM ‘flavour’ has emerged and supplemented the NPM reforms. Yet it remains unclear how the recently implemented post-NPM reforms – e.g., those focusing on whole-of-Government issues, joined-up Government, horizontal coordination, reassertion of the centre, culture and value-based management – have affected the autonomy and control of public organizations”.

			The third view, which is becoming increasingly popular in Public Administration, is that NPM-oriented reforms have been replaced by reforms of a rather different nature. This is seen in the theories on the Neo-Weberian State (Pollitt, Drechsler), theories on reforms moving towards a so-called developmental state, and theories on reforms to achieve something like ‘good governance’ (Kettl, 2002; Van Kersbergen & Van Waarden, 2004) and/or ‘network Government’ (Bourgon) and reforms aimed at Public Value pragmatism.

			In these trends, the varying focus on both the internal and external dimension of NPM is reflected. For instance, characteristic of the emergence of the Neo Weberian State is, according to Drechsler (pp. 99-100), the combination of Weberian elements such as the reaffirmation of the role of the State as the main facilitator of solutions to new problems, of representative democracy as the legitimizing element within the State apparatus and of administrative law in preserving the basic principles pertaining to the citizen-state relationship and the preservation of the idea of a public service with a distinct status, culture, and terms and conditions, with “Neo” elements such as the shift from an internal orientation towards bureaucratic rules in the direction of an external orientation towards meeting citizens’ needs and wishes, consultation with and direct representation of citizens’ views, a modernization of the relevant laws to encourage greater orientation towards the achievement of results rather than merely the correct following of procedure, and a professionalization of the public service. In Drechsler’s view, there is a distinction to be made between trends in the external workings of Government, in which a shift is noticed, and in the internal workings, in which NPM elements would still be visible.

			The same goes for ideas on the Developmental State. That there would be a tendency towards such a State is said to be especially furthered in countries not quite belonging to the developed countries but still much further along in their socio-economic development than low-income developing countries. The Developmental State is a State which is different from the neo-liberal State as well as from the all-encompassing State and this has primarily to do with its priorities. Bagchi sees the Developmental State as a State that puts economic development as the top priority of governmental policy and is able to design effective instruments to promote this goal. The instruments would include the forging of new formal institutions, the weaving of formal and informal networks of collaboration between citizens and officials and the utilization of new opportunities for trade and profitable production. Castells argues that “The Developmental State establishes as its principle of legitimacy its ability to promote sustained development, understanding by development the steady high rates of economic growth and structural change in the productive system, both domestically and in its relationship to the international economy” (Castells, 1992, p. 55). Recently, Marwala (2009) described the Developmental State as different from the hollow State and the model of neo-liberalism, because of its emphasis on market share over profit, of economic nationalism over globalism, of protection of domestic industry over foreign direct investments, of technology transfer instead of capital transfer, of a capable State apparatus over privatization, of corporatism instead of the strict divide between public and private sector, of output legitimacy (effectiveness) over input legitimacy (efficiency) and of economic growth over political reform (Marwala, Tshilidzi, 2009).

			Characteristic is an intertwinement of private and public money, an embeddedness of Government in the economy and society and the building of social capital in order to promote a willingness to invest in the building of institutions that further economic development and to devote resources to improving social and living conditions (education, health, sanitation etc.). Hence, the Developmental State model is not so much about making money as, primarily, about making progress. One needs a strong (hard) State (as opposed to the soft State) which in cooperation with, but if necessary without, the market, takes care of the socially needed institutions. The idea being that the process of economic development is “first and foremost to be seen as a process of expanding the capabilities of people” (whole phrase from Tshishonga & de Vries, 2011).

			As to ideas of good governance, these are based on the (re-)emerging notion of scholars and international organizations, that Government should do what it is supposed to do, that is at least to create security, protect property rights, reduce societal problems and take back its leading role in controlling and steering societal developments in at least these regards (See, for instance, the recent literature on failed States and nation-building). However, scholars promoting good governance still seem to agree with Ella Fitzgerald that “T’ Ain’t What You Do It’s the Way That You Do It”. The way governments conduct their business can be good or bad and that is what makes the difference according to many scholars (see a/o Kaufmann). Kettle argues that governance is about the links between Government and its broader environment and governments’ changing role in society. Governance in this way is interpreted as a shift in the conduct of Government.

			Governments should act according to the criteria of good governance. The UNDP sees five good governance principles, namely legitimacy and voice (including participation and consensus orientation), direction (including strategic vision) performance (including responsiveness, effectiveness and efficiency) accountability (including transparency) and fairness (including equity and rule of law). The World Bank has given six dimensions to the concept, namely: Voice and Accountability, Political Stability and Absence of Violence, Government Effectiveness, Regulatory Quality, Rule of Law and Control of Corruption (FAQs provided by World Bank) and the EU sees as characteristic for Good Governance, a Government’s reliability, predictability, coherence; its openness and transparency; its accountability and responsibility; its professionalism; the extent of participation; and its effectiveness.

			If Government were to proceed in this way and improve itself as much as possible within these dimensions, this is supposed to be sufficient to eradicate societal problems.

			Since 1995, many aspects and dimensions have been added to the concept of governance. In this sense the concept has become ‘slippery’ (Kettl, 2002, p. 119). How slippery can, among others, be seen in the much-quoted article by Van Kersbergen and Van Waarden, who depicted the study in Governance as “a veritable growth industry” although also as a possible bridge between disciplines.

			On the basis of the above, one can hypothesize that reforms in the public sector are nowadays of a very different nature from say, ten to twenty years ago. Different from the basic principles of NPM or at least no longer solely dominated by this paradigm. Nevertheless, it is difficult to tell beforehand what the commonalities in present-day reforms in the public sector are. The subsequent chapters address this issue and provide an overview of what is really going on, what trends are visible and what explanations can be given.

		

	
		
			II 
Towards outcome-based public management in Finland

			Ismo Lumijärvi

			1.	Introduction

			In Finland, as in many other Western countries, the external and internal environment of public management has undergone many changes over the past two decades. The purpose has been to modernize or ‘streamline’ public agencies to resemble business-like enterprises. The overall drive has been to improve public services through marketization. Many of the reforms have been of a global nature and the trends are shared across countries.

			The purpose of this chapter is firstly, to go through the most remarkable changes in the environment of the Finnish public sector over the past two decades. Secondly, the aim is to review the current models for public management in the face of these changes. The current models of Performance Management (PM), Quality Management (TQM) are highlighted. The models will be reviewed briefly to understand their main strengths, shortcomings and critical elements in the current situation. How are they responding to the new challenges? Is there a need to make some adjustments to the current models or possibly to seek totally new approaches?

			In the final part of the chapter, the model of Outcome-based Public Management (OPM) is introduced. The model is seen as one possible response to the changes in the environment of public agencies. The analysis is based on the recent literature. The main point of view is theoretical although some empirical and practical data on the situation in Finland is introduced as well.

			2.	Changing structures and processes in the public sector: NPM mode

			In Finland, one large group of changes has been the radical restructuring due to various kinds of privatization. Firstly, some of the State offices have been converted into State corporations. Some of them have subsequently become State-owned companies. Eventually, some of the State-owned companies have been sold to private owners. The implementation policy on privatization closely resembles the next-step policy that became well known in the UK (see Charlesworth et al., 2003). For example, this kind of transformation has concerned the administrative sector of the Ministry of Transport and Communications. Such big service providers as Finland’s Post and Telecom, Road Administration and the Finnish State Railways as well as a number of smaller ones have been turned into self-sufficient business units by converting them, first into due-to-attrition-will-be-filled public enterprises and later into limited companies. Also, provider/supplier arrangements have been quite general, especially at the municipal level and in delivering welfare services.

			As a result, the number of State employees has diminished drastically and continues to do so. In 2006, the total number of State employees was 125,000 (Handbook on Performance Management, 2006, p. 15). Furthermore, all employment in the Finnish universities (approximately 32,000 employees) is to be changed from a civil service base to an ordinary contractual base. Many other business-like (NPM) management methods have increasingly been adopted (e.g., Halligan, 2008; Blum & Manning, 2009, pp. 41-58).

			These momentous changes in the position of public agencies could not have been implemented without repercussions for the roles of public managers/executives. If a public agency has become privately owned, this shift has totally abolished the traditional relationship between the Government and the agency. If the changes have turned into structures where marketization has increased or the provider organization has been introduced, this shift has certainly given the executives more freedom in the delivery of services but has also occasioned the pressures of competitive markets. The executives in the remaining publicly owned agencies are embroiled in this new situation in different ways. On the one hand, the changes are considered to be positive because the management systems themselves have become more important and the reforms have had a tendency to increase a free hand in management. On the other hand, the fear of further privatization persists in many areas of the public sector.

			With reference to the parallel situation in the UK in the late 1990s, Corrigan and Joyce (1997, pp. 417-418) refer to a crisis of public management. Public management is embroiled in the crisis in different ways. For many public managers, the new situation resembles a situation where they are working as though in an industry in long-term decline. This perception has harmful emotional and intellectual consequences. The managers feel powerless. Many managers think that they lack public support. All best practices seem to emerge from the private sector. Managers feel as if they were in the throes of turbulent transformation. Crisis is endemic.

			3.	Implementation of Performance Management and TQM in Finland

			The Performance Management System (PM) is no doubt the most generally used management model in the Finnish public sector. Performance management reform already started in central Government in the late 1980s and the whole steering system of public administration has long been performance-based (see Handbook on Performance Management, 2006). In the management literature, the PM model is sometimes called the Result-based Management System or the Performance Measurement System or Management for Results (see Hegewich and Larsen, 1996; Boland and Fowler, 2000; Heinrich, 2002; Radnor and Guire, 2004; Halachmi, 2005). It has proven difficult to define exactly what the PM model covers as a management model. In their extensive and exhaustive literature review, Bouckaert and Halligan (2008) distinguish between micro, meso and macro views in public performance. There are vertical and horizontal dimensions in performance. Practically speaking, PM is often seen as a synonym for measuring performance. It highlights the accountability of public agencies to Government and the economic and efficient use of resources. It also highlights the setting of performance targets. In recent years the Balanced Scorecard system (BSC) has been combined with it, with its strategy maps and ‘balanced’ measures and targets (Kaplan and Norton, 1996; Halachmi, 2005, p. 505; Bouckaert & Van Dooren, 2009, pp. 151-164).

			In principle, the performance management system allows for the measurement of multiple goals, such as equity and efficiency. In practice, however, the PM model has tended to put the most pressure on internal efficiency (input-output relations) and not as much on quality, external performance and the point of view of citizens. Heinrich (2002, p. 722) points out that the challenges and setbacks encountered in implementing performance management in Government programs should encourage efforts at improving Government performance and to make performance evaluation a more public process.

			Because of its shortcomings in quality consideration, different forms and applications of Quality Management Model (TQM) have also been launched in the Finnish public sector. Quality management applications have been popular since the late 1990s. Their ideas and elements are mostly adapted in the form of Quality Award models (e.g. European Foundation for Quality Management = EFQM or Common Assessment Framework = CAF, see Nurmi and Holkeri, 2000). Some public agencies have adopted Quality Standard Systems, like ISO systems. Quality systems have been more popular at the municipal level and in technical services, whereas many State agencies have preferred Quality Award models (Finnish Public Management, Building Sustainable Quality, 2006; Bovaird and Löffler, 2009, pp. 165-180).

			The origin of TQM can be traced to the work of Deming (1988), Juran (1988) and others (e.g. Crosby, 1980) nearly 50 years ago. In short, the Quality Management Model is a managerial instrument which aims to increase the awareness of quality, to move the organization towards a service orientation, to reduce or eliminate the waste of scarce resources, to empower employees and to respond to customer, complaints concerning the punctuality and quality of services (Swiss, 1992; Chen et al., 2004, p. 414). It forces service providers to be accountable to their customers, and it stimulates innovation and attempts to cut down on unnecessary expenditure by better matching supply to demand.

			Both PM and TQM models have been necessary responses to the changing environment. For example, without any kind of performance measurement system, it would be very difficult to navigate today’s complex circumstances. Management should be somehow based on evidence and facts. However, the problem is how to obtain sufficient performance information. The prioritization of targets and the separation of strategic and operative measures are more easily said than done. Heinrich (2002, pp. 713-714) asks whether imperfect information and political complexities are insuperable obstacles to using performance management systems. Can inadequate measures still provide the guidance and control required to improve services? It is myopic to focus on annual performance reports or performance comparisons.

			The strength of TQM lies in its efforts to improve quality and to put the emphasis on customer orientation (Morgan and Murgatroyd, 1995, pp. 168-190; Lumijärvi & Jylhäsaari, 2000, pp.175-180). Improved quality can mean fewer deviations or a better fit to the needs of customers. It may give rise to the use of many successful evidence–based practices: strong partnerships, teamwork, group bonuses, creativity-enhancing methods, the use of the PDCA circle in controlling quality, etc. For example, active relationships with core partners are often considered essential in order to achieve positive results. Partnership also eliminates harmful differentiation and fragmentation of the units. The major problem when using TQM in public organizations is the normative framework of customer orientation in authoritatively bound agencies. Customer orientation can exist in the public sector only within the framework of norms. Consumerism does not properly illustrate the real transaction of public services. The role of the citizen is typically stronger in public services than in business. The citizen is not only the user, but also has an active voice. In collective services, such as public sanitation or traffic lights, it is not possible to identify individual ‘consumers’. When delivering civil services, the demands of good administrative practice, and the equal and efficient treatment of citizens has to be taken into account. High quality in public services does not always mean high effectiveness: i.e. improvements in the life of the customers (Bovaird and Löffler, 2009, p. 177). Public services may also be mandatory or compulsory, such as the taking into custody or arresting of crime suspects. Most welfare services are not typically sold; they are provided free of charge to those who need them. It follows that in the case of public services, it is not sufficient for civil servants to be quality oriented. The impact and effect of services has to be taken into account. (see also Walsh, 1991; Swiss, 1992; Vinzant and Vinzant, 1996).

			On the whole, both PM and TQM models have their advantages as well as severe drawbacks and pitfalls. Performance management made the functioning of public services more transparent and highlighted the political accountability of public agencies but on a practical level, overemphasized productivity and input-output orientation. Growth of service volumes is not a reasonable target for most public services. Although quality has been one dimension of result, or output, in the theoretical view, in practice the PM model has neglected the point of view of consumers and the general public. On the other hand, TQM modifications (especially Quality Systems) have highlighted quality standards, the prevention of deviation, and customer orientation, but have put too much pressure on processes and controls. Good quality is seen as the apogee of service delivery. In quality award systems (i.e. EFQM), the aspect of results and performance is seen as the single dimension of the framework for assessing service organization, but when the self-evaluations are carried out in practice, it is only seldom that the exact measures of effectiveness are available and to hand.

			4.	Towards the new model of public management

			The response to the drawbacks and pitfalls described above could be the Outcome-based Public Management (OPM) model – we highlight its three main dimensions.

			4.1.	Rethinking the role of public managers

			There is an obvious need to enlarge and restructure the current models and to combine their advantages. Firstly, it seems important to strengthen the relations between the managers, the public and other external stakeholders (see Figure 1). The diagnosis of Corrigan and Joyce (1997, p. 420) suggests that one current problem of public management lies in the weaknesses of representative democracy. The representative system has its deficiencies and it can be bolstered by fostering participatory democracy. Local citizens have a need to consolidate their pressure on the elected representatives. Wide marketization has meant organizational fragmentation of governmental services. Top management should embrace the new role of networking both inside and outside the local authority. There is a need to build bridges between elected representatives and service-users and to increase public pressure on service providers ‘upwards’. The new citizen-driven governance is needed because of the radical changes that have taken place in the public sector: there are gaps in the traditional chain of communication. Many agencies have grown in size and scale; they are physically more centralized and hierarchical. The natural relationship between public managers, politicians and the users of services are complicated. It should be important to provide users with the access to have a stronger effect on services (Corrigan & Joyce, 1997, p. 431; Drumaux & Goethals, 2007). Public managers should combine their active contact with the service users and work towards ensuring continuity and balance between the real service delivery and the priorities of the agencies (see Denhardt, 2000; Pollitt, 2006; Newman & Ashworth, 2009).

			The role of the public as customers has undergone major changes, especially in the case of contracting out, and privatization. The public increasingly resembles private consumers. Customers can make choices between the services but can no longer play an active role in exerting influence on the services via the municipal political apparatus. As a result, the public may cease to perceive such services as ‘its own’. The use of the appeal system has also changed along with privatization (Denhardt, 1999, pp. 284-285).

			Figure 1. Strengthening relations between managers, the public and other external stakeholders
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			Source: own construction based on listed literature

			Many local agencies have merged with one another and the remaining ones have grown in scale. This has meant further distance between the public and the civil service. Thus, more interaction between the public and public managers is needed, especially at the level of front-line service managers. The task of managers should be to help identify user needs at the point of service delivery. The ‘political citizens’ aspect at the level of the running of the organization is often so weak as to be unable to define user needs. This puts stress on managers to engage in the direct negotiation of user needs. Politicians, professionals and providers all have the need to be better informed and have better access to ‘public opinion’ (Corrigan & Joyce, 1997, p. 425; Charlesworth et al., 2003, p.14).

			Morgan (2001, pp. 170-172) notes that public managers (administrators) make a distinctive contribution to the public interest by virtue of the structural role they occupy within the democratic system. They can provide for healthy dialogue between citizens and officials. There is the need to accommodate the most vulnerable members of society and to balance individual citizen access and responsiveness with the need for collective action and to facilitate citizen-centred governance. Managers should have the capacity to serve as a potential means of meaningful social and institutional change. Public interest has to be socially constructed through a process of dialogue that is open and free. Morgan adds that the health of democratic governance depends on the health of civic institutions. Public managers may have a major role to play in local institution-building. They can use their discretionary powers to assist local communities in identifying, assembling, and using their institutional civic assets for community development. This increases social capital and focuses attention away from individual citizen participation towards the symbiotic consequences of institutional activities within the community. This also broadens the notion of citizenship so that it includes almost any activity that affects the well-being of the community. It deepens the meaning of citizenship to include more than just the knowledge and skills needed to make the formal institutions of Government work, and includes the knowledge and skills necessary to make communities work. The aim could be some kind of Athenian model revisited, where collective governance is hardly distinguishable from the task of living together as a whole.

			Berg (2006, p. 556) takes the view that the transformation of Government services towards market-based and private sector management models leads to changes in the traditional cultures and identities of service providers. Government agencies, such as health care and education, face growing competition through the deregulation of service markets. Berg believes that public institutions are increasingly gaining a negative public image. The main question is whether people still trust these remaining public institutions. The question becomes still more complicated because all public agencies are struggling to address people’s needs while faced with growing financial constraints. In this situation it is extremely important to increase the direct participation of the public in the design, delivery and evaluation of public services. People should have the immediate right to take part in decision-making in the public domain, even with regard to those services they do not personally use. Living in a certain area should provide the residents with a role and a say in public service delivery. Denhardt (1999, p. 291) speaks of the need to improve leadership skills in deliberation.

			In empowering the public, the key concept should be ‘interaction’, not mere representation. The continued feedback of the public is crucial to improving public services. The role of a public manager should therefore be to enable the public to exercise their voice as service users. (Corrigan & Joyce, 1997, p. 431; Demirkaya, 2006, p. 68; Martin, 2009, pp. 279-296). In the Finnish governmental report “Building Sustainable Quality”, Holkeri (2006) writes about the commitment of leaders and personnel to consultation with the members of the public. Consultation is deemed important at all levels of Government. People need to be heard at the early stages of preparatory processes, when there is a real possibility of their having a say. There is a need for clarity as to what issues the public can influence and who the official responsible for the decision-making is in each issue. It is Government’s task to heed the views of the general public and to use them in the preparatory work.

			4.2.	The need to see the outcomes as the starting (and final) point for public management

			An important element of the new model is the outcomes themselves. They should serve as starting points for management. It is necessary to understand that in any situation, management derives its rationale and raison d’être from the accomplishment of the mission of the organization in question. The outcomes are concrete manifestations of the mission, its vision and values.

			The mission of public services is quite different from that of private services. Boland and Fowler (2000, p. 417) refers to the special characteristics of public services by noting that there is no profit maximizing focus although the functions must fit into the yearly budgets and be cost-efficient. Some efforts are made at income generation but “no bottom line exists against which performance would be ultimately measured”. The vast majority of public organizations obtain their income from taxes. Outcomes are always relative to the needs of the public. Public sector organizations exist to meet a variety of perceived societal needs. The typical aim of social or police services is to minimize or prevent the need for those very services in the future. Public services may aim to increase the safety of the community as a whole. The public have a right to certain basic services which need to meet the legitimate expectations of the users.

			The rationale of public services emerges from societal values and the need for services. The basis of the values lies in democracy, freedom, equality, equal access, the rule of law and human rights (Moore, 1995; Berg, 2001). The creation of public value is the ultimate goal of public sector services. In many cases, public services are intended to satisfy both the subjective and objective welfare needs of the public. Because of the different recipient groups of customers in some services (e.g. land use services), it is necessary to speak of shared customership. Such a composition tends to complicate the use of the term public value: value for whom? (Denhardt, 2000).

			Try and Radnor (2007, p. 658) define public value as “the contribution made by the public sector to the economic, social and environmental well-being of a society or nation.” Moore (1995) specifies public value by three elements that are essential for creating public value. These three key elements are:

			1. Services – cost effective provision of high quality services;

			2. Outcomes – the achievement of desirable end results; and

			3. Trust – support a high level of trust between the public and the Government.

			In addition, Moore notes that public services should be legitimate, politically sustainable and operationally and administratively feasible. Public sector activities must be based on legislative mandates, Governmental mission and vision statements, and they should defer to the political and public will. Operational and administrative feasibility incorporates the capacity of a public organization for service delivery, including inherent operational restrictions.

			In order to be outcome oriented, public management needs a good system for reporting outcomes. Traditionally, public agencies have not been used to collect measures from outside systematically. The agencies are not necessarily very aware of the needs or expectations of their customers. Does the target of the service delivery cover fit the needs of customers? Some agencies have conducted inquiries, but only occasionally. The whole picture of the effects and impact is still insufficient. With the outcomes, we mean here the impact and effects that output has in meeting the perceived needs. Concrete measures may be tangible or intangible and they are typically multidimensional.

			It also seems that some agencies continuously have difficulties in measuring the effects (see Blum & Manning, 2009, p. 44). Effectiveness can be measured in different ways. One possibility is to measure it as the ability of an organization to meet the desired targets of the effects and impact. This being so, effectiveness illustrates the relationship between the achieved and the desired effects and impact. An alternative would be to measure effectiveness by the extent to which outcomes meet the needs of the public. In a very limited sense, effectiveness may refer directly to the measures of output. The term ‘matching comparison’ refers here to different comparative assessments used when measuring effectiveness.

			Both societal and individual measures of effectiveness are needed. The effectiveness at individual level refers to the effects and impact the service has on individual customers. We cannot be absolutely sure that high quality means high effectiveness: i.e. high quality in the life of the individual (Bovaird & Löffler, 2009, p. 177). Societal effectiveness is a territorial measure and refers to the comparison between the services produced and their intended allocation and availability. Territorial measures are heavily dependent on the political aims of public services. The reporting of the achievement of societal targets is of special importance at the level of the entire municipality or other regional division. Individual level targets, needs and experiences are measured at the agency level. The measurement of effects should also cover the most important side-effects of services, such as essential environmental impacts. Side effects may include environment, human rights, employment, occupational health and safety and ethical impact and effects (Guthrie & Farneti, 2008, pp. 363-364). The reporting of side-effects gives information about the sustainability of service delivery. The desired societal effectiveness should be clearly and thoroughly defined. Sufficient information about the needs and the values of individuals should be available as well.

			Some confusion may arise if one of the desired outcomes is the provision of services at the lowest possible cost (i.e. by the best possible use of input resources). This suggests a more comprehensive definition of cost-effectiveness. It would mean the simultaneous optimization of both the outcomes and the use of resources. The concept of ‘value for money’ or ‘the Best value’ refers to this kind of combination. The results achieved are in due relation to the resources used (Boland & Fowler, 2000, p. 427; Demirkaya, 2006; Bouckaert & Van Dooren, 2009, p. 153).

			Osborne (2006) links effectiveness evaluation to the pluralistic nature of democracy. In his model of ‘New Public Governance”, service effectiveness addresses the realities of the plural State. Service delivery depends on multiple agents. Desired outcomes should incorporate the objectives of multiple stakeholders. In education, for example, students, employers, the academic community and the Government all have different expectations and demands on education. The effectiveness is the result of inter-organizational and inter-governmental relationships where trust, relational capital and relational contracts act as the core mechanisms (Try & Randor, 2007, p. 668). The Scandinavian perspective on democracy is somewhat different. The politicians are thought to represent the needs and requirements of all important constituents and essential stakeholders. Furthermore, the official plans and targets of effects and impact can be seen as the legitimate expressions of the entire public.

			In recent years, the Finnish performance measurement system has been modified to give more emphasis to the achievement of outcomes (Handbook on Performance Management, 2006, p. 32). The reporting system of outcomes is improved. The importance of the outcome information is highlighted and outcome targets are seen to guide the setting of other performance targets for agencies. Still, much has to be done so as to obtain all the necessary information for the assessment of the impact and effectiveness of activities and to transfer it into actions.

			4.3.	The need to understand the mechanism for increasing outcomes

			The second immanent element of the Outcome-based Public Management (OPM) model is the understanding of the mechanism and the causalities that produce good outcomes. In this, the model could use the logic of the Balanced Scorecard (BSC) approach (Kaplan & Norton, 2001). The original model of BSC was modified to the needs of business firms. It incorporates the values and the mission of public organizations badly. As shown in Figure 2, the outcome mechanism in the public sector should have direct links to the fundamental mission of public organizations: that is, it should promote the welfare of the people.

			Figure 2. The mechanisms leading to good outcomes of public services

			[image: 28855.png]

			Source: own construction

			In the activities of the public sector effects and impact are at the end of the success chain. The mechanism leading to better effectiveness may vary. Figure 2 illustrates one typical example of the chain and its causalities. Another chain could be that customer orientation and internal process factors are seen as parallel components between the proper use of human resources and effectiveness.

			The core message embodied in the mechanism is that external performance effectiveness always depends on certain internal actors. If a public manager wants to be successful, he or she has to take into consideration the consequences of his/her behaviour for effectiveness. Human resources are perhaps the most essential actor in achieving effectiveness in the long run and include measures such as the level of know-how, professional and educational capacities, the number of staff, ethical and value orientation and innovativeness.

			5.	Conclusions

			This chapter has brought out the radically changed environment of public managers. NPM initiatives such as marketization, outsourcing, and mergers have put much pressure on public managers. Their position has simultaneously been strengthened and weakened. Managerialism has emphasized the stronger role of managers and more individual responsibility. On the other hand, privatization represents a continuous threat to the remaining agencies.

			Many remarkable changes in the environment of the public sector have challenged public managers and questioned the prevailing models for management. Quality Management and Performance Management models have been among the most popular models. These have been reviewed here and it has been noted that both models have some shortcomings in responding to the demands of current reforms. The model of Outcome-based Public Management (OPM) was introduced and examined. This model aims to integrate the main approaches in current management theory (PM, BSC and TQM).

			The OPM model takes the outcome as the starting point for management. It emphasizes the importance of reinforcing public participation through consultation procedures, interaction, and the active reformative role of public managers. In the new situation, there is a need to strengthen the links between different stakeholders and the users of public services. There should be more opportunities for citizens and consumers to influence the development of public services, and not only play the roles of passive consumers or ‘choice’ makers. When seeking success in public activity, effectiveness is the ultimate objective.

			The OPM is especially modified for the public sector, because the role of outcomes is clearly different from that of private services. However, the basic idea of the model may also suit the management of private services. The outcome measures of firms are financial results, such as return on investment, business profit, and the value of shares, market share, profitability or competitiveness and the satisfaction of stakeholders.

			For a public manager, the mechanism presented here and its hypothetical causalities indicate where and how to find proper actions. Outcomes are contingent upon many internal and external factors. A manager cannot control everything that takes place in the environment. However, starting from the aims of effectiveness, it is possible for a public manager to find innovative actions and operations. The improvements in quality and productivity are reasonably connected with the outcome and with the ultimate target of an organization.

		

	
		
			III 
The unfulfilled promises of performance management in China

			Liu Xutao and Sun Yingchun

			1.	Introduction

			China has been exploring its Government performance management since the 1980s. Although different practices in different places have different names or concepts and were implemented using different measures or instruments, all of them fall within the field of Government performance management and have actually played very positive roles in strengthening Government enforcement, enhancing Government efficiency and improving service quality. However, there are still some negative elements in the practices, which need to be improved technically, and optimized within the special Chinese context in order to function more effectively.

			This chapter focuses on the main development stages of developing Government performance management in China to its current stage. The history has three main stages (Wu, 2007), which are described below. The main problems and challenges are described, as well as the way forward.

			2.	The development of Chinese Government performance management

			‘The initial stage’ represents the period from the beginning of the 1980s to the beginning of the 1990s. Its dominant characteristic was extensive departmental assessment of performance measurement. Organizational performance in that era was not a widespread administrative concept in Government and the purpose of assessing the departments was often linked to the completion of some important projects or/and tasks. Without standardized models and indicators, assessment measures were quite arbitrary and sometimes mixed with personal appraisals. In the 1980s, comprehensive reviews, large-scale appraisals and special surveys were the main forms of performance evaluation.

			The period between the beginning of the 1990s and the late 1990s could be called ‘the exploration stage’. Some universal modes of Government performance measurement emerged. As an element of specific management mechanism, Government performance measurement was applied in many governments, institutions and even enterprises. The concrete forms at that stage had different names, such as objective responsibility system, social service commitment, effectiveness inspection, supervision, and professional review etc.

			The period from the late 1990s until the present, could be called the improvement stage. As an effective management tool, Government performance measurement has been adopted by most Government departments. Academics started to support implementation processes by introducing a great number of western practices and experiences. Some domestic local governments and departments began to learn best measurement practices from abroad, and adapted them to fit their own situations and began to explore how to build a local performance measurement system. Characteristic of this period was the regular assessment of specific objectives by means of developing a systematic performance measurement index system.

			2.1.	The first approaches to implementing performance measurement and management

			Since the introduction of performance measurement in Chinese Government came about mainly from its own practical explorations, Chinese Government performance management has distinct features in theory and practices.

			Objective Responsibility System

			Dating back to 1982, the Ministry of Labour and Personnel promulgated the Notice of Building A Post Responsibility System for Staff in Government Organs and Institutions, which required all Government organs and institutions to formulate this System of Post Responsibility and combine it with an appraisal system, a rewards and punishments system as well as a new salary system (Sang, 2009). In subsequent years, such an individual appraisal method was introduced more generally into the assessment and measurement for organizational work in the public sector and evolved into the so-called Objective Responsibility System.

			From the 1990s, it was also gradually adopted by many local governments, public institutions and enterprises and it came to be regarded as an ‘enabler’ in promoting progress. The Objective Responsibility System was a typical kind of ‘task-oriented’ mode for Government performance measurement, being a combination of assessment instruments and Management by Objectives. The system was partly based on Western experience with Management by Objectives approaches.

			Social Review

			From the 1990s onwards, the Chinese Party and Government organs and institutions paid great attention to their working style. Some localities and departments brought in service recipients to review their work in order to modify their working styles, to improve their work efficiency, and to standardize their staff activities. In the beginning, it was a type of industrial review, that is, it reviewed the work of some sensitive and crucial Government departments and their staff.
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