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Preface

Over the past 20 years the public sectors of Western countries have undergone
major change as governments try to respond to the challenges of technological
change, globalization and international competitiveness. This period saw
wider-ranging public sector reforms than any other period of the twentieth cen-
tury and with no sign of diminution of change into the early twenty-first century.
It is argued here that this period of change represents a paradigm shift from the
traditional model of public administration, dominant for most of the twentieth
century, to ‘managerialism’ or public management. The theory of bureaucracy
in its governmental context is being replaced by economic theories and provi-
sion by markets.

This book provides an introduction to, and assessment of, the theories and
principles of public management, particularly the public sector reforms associ-
ated with the movement most often referred to as ‘the new public management’
and compares and contrasts these with the traditional model of public admin-
istration. The managerial programme is an international one, with quite similar
changes occurring in a range of different countries, although the extent of sim-
ilarity is a point of controversy. What is more, there is common intellectual
backing for these changes particularly in economic theory and the principles of
private management. For this reason the book concentrates on the broad sweep
of international developments rather than concentrating on individual national
case studies that could obscure key issues in a mass of unnecessary detail.

The third edition is a major rewrite with little that is unchanged. Chapters 1, 2,
3,4, 8,9, 13, 14 have been completely rewritten and Chapter 10 is new; Chapters
5,6,7, 11 and 12 have more minor changes. It maintains the same essential argu-
ment as the first two editions, but updates it in several areas. Events since the
writing of the first edition have shown even more clearly that a major shift has
been under way in the management of the public sectors around the world,
although the pace of change has been greater in some countries, like New Zealand,
Australia and the United Kingdom, than in others, such as the United States and
Germany, although even there some signs of change are now apparent. It is also
significant that public management is being adopted, in part, in a number
of developing countries. It will be interesting to see to what extent
public management can be successfully adopted by developing countries, a
number of which have already taken significant initiatives, while others are
actively seeking alternatives to the discredited traditional bureaucratic model.

The first part (Chapters 1-3) sets out the competing theories of traditional
public administration and public management. The two paradigms are argued
to be quite different, resulting in contrasting conceptions of the public service,

vi



Preface vii

with management being shown as a wider, more comprehensive activity than
administration. The second part (Chapters 4—6) considers the changing role of
government, a change that is, to a large degree, behind the change in manage-
ment. This includes discussion of the greatly reduced role of public enterprise
and of models of public policy making for government. The third section
(Chapters 7-12) sets out in more detail specific aspects of public management —
strategic planning and management, personnel and performance management,
financial management and managing external constituencies, as well as man-
agement in developing countries. Chapter 13 considers the important issue of
accountability and how it may have been affected by the reforms, while
Chapter 14 looks at some of the criticisms of the new approach as a whole,
where individual earlier chapters consider some of the problems with that
particular aspect.

In looking at public administration there is a well-established and recog-
nized model with a long history and an extensive literature. Public manage-
ment, particularly new public management, has now developed its own
literature. There are quite extensive critiques of, in particular, the new public
management, some of which make interesting points while others are clearly
written by adherents to the old-style public administration, trained in its pre-
cepts, who are unwilling or unable to see anything positive in the changes.
There have been extensive debates as to whether or not there is a new para-
digm, or even an old one, whether or not there is a global movement of public
sector reform, and even whether or not anything has changed at all.

The argument here is that there has been a major change and that this
deserves the appellation of paradigm. Anyone working in public services can see
that something has happened. Public management is different from traditional
public administration and has been adopted widely. Regardless of critiques it is
here and here to stay. There are likely to be problems of accountability, morale
and ethics in the adoption of public management and it is possible some mana-
gerial changes will result in little, if any, benefit. There is, however, no reason to
assume that the managerial programme will be dropped and the traditional model
adopted again. There is a major theoretical shift under way affecting the public
sector and the public services, which also has substantial impacts on the rela-
tionship between government, bureaucracy and citizens. As the reform pro-
gramme progresses in different countries it appears more evident that the days
in which formal bureaucracy and the traditional model of administration char-
acterized government management are rapidly passing.

There are a number of people to thank. First of all [ wish to thank my pub-
lisher Steven Kennedy, of Palgrave Macmillan, who was willing ten years ago
to take a punt on an author from the other side of the world. Sales have been
far greater than either of us expected. I also wish to thank others who have
assisted me in some way with this book and its predecessors although it should
be added that the arguments are mine. In the US, these include: Peter deLeon
and Linda deLeon at the University of Colorado, and those I have met through
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the Colorado link such as Mark Emmert and Robert Denhardt, also Delmer
Dunn from Georgia and Colin Campbell, then at Georgetown, now at
Vancouver. In Europe Christoph Reichard of the University of Potsdam, Neil
Carter at York, Gordon Clark at Oxford, Ignacio Criado from Complutense
University in Madrid, as well as colleagues at Monash, notably Gill Palmer,
Deirdre O’Neill, Linda McGuire and Julian Teicher. I must also mention Colin
Reaney and Karee Dahl from Singapore, whose house in France I used while
writing the first edition. Most of all I wish to thank Cathy Woodward and our
two girls Caitlin and Sophie, now aged six and three.

Melbourne, 2002 OWEN E. HUGHES
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1
An Era of Change

Introduction

There has been a transformation in the management of the public sectors of
advanced countries. The traditional model of public administration, which pre-
dominated for most of the twentieth century, has changed since the mid-1980s
to a flexible, market-based form of public management. This is not simply a
matter of reform or a minor change in management style, but a change in the
role of government in society and the relationship between government and cit-
izenry. Traditional public administration has been discredited theoretically and
practically, and the adoption of new forms of public management means the
emergence of a new paradigm in the public sector.

This new paradigm poses a direct challenge to several of what had previously
been regarded as fundamental principles of traditional public administration. The
first of these was that of bureaucracy, that governments should organize them-
selves according to the hierarchical, bureaucratic principles most clearly enunci-
ated in the classic analysis of bureaucracy by the German sociologist Max Weber
(Gerth and Mills, 1970). Although adopted by business and other institutions,
these precepts were carried out far more diligently and for longer in the public
sector. Secondly, there was one-best-way of working and procedures were set out
in comprehensive manuals for administrators to follow. Strict adherence to these
scientific management principles (Taylor, 1911) would provide the single best
way of operating an organization. The third principle was bureaucratic delivery,
once government involved itself in a policy area, it also became the direct
provider of goods and services through the bureaucracy. Fourthly, there was gen-
eral belief among administrators in the politics/administration dichotomy, that is,
where political and administrative matters could be separated. The administration
would be an instrument merely to carry out instructions, while any matters of
policy or strategy were the preserve of the political leadership (Wilson, 1941).
Fifthly, the motivation of the individual public servant was assumed to be that of
the public interest; in that service to the public was provided selflessly. Sixthly,
public administration was considered a special kind of activity and, therefore,
required a professional bureaucracy, neutral, anonymous, employed for life, with
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the ability to serve any political master equally. Seventhly, the tasks involved in
public service were indeed administrative in the dictionary sense, that is, follow-
ing the instructions provided by others without personal responsibility for results.

These seven seeming verities have been challenged. First, bureaucracy is
indeed powerful but does not work well in all circumstances and has some neg-
ative consequences. Secondly, trying to find the one-best-way is elusive and
can lead to rigidity in operation. Flexible management systems pioneered by
the private sector are being adopted by governments. Thirdly, delivery by
bureaucracy is not the only way to provide public goods and services; govern-
ments can operate indirectly through subsidies, regulation or contracts, instead
of always being the direct provider. Fourthly, political and administrative mat-
ters have in reality been intertwined for a long time, but the implications of this
for management structures are only now being worked through. The public
demands better mechanisms of accountability where once the bureaucracy
operated separately from the society. Fifthly, while there may be public ser-
vants motivated by the public interest, it now seems incontrovertible that they
are political players in their own right. They may also be assumed to work for
their own advancement and that of their agency, instead of being pure and self-
less. Sixthly, the case for unusual employment conditions in the public services
is now much weaker, especially given the changes that have taken place in the
private sector where jobs for life are rare. Finally, the tasks involved in the pub-
lic sector are now considered more managerial, that is, requiring someone to
take responsibility for the achievement of results, instead of being regarded as
administrative and with public servants merely following instructions.

Economic problems in the 1980s meant governments reassessed their
bureaucracies and demanded changes. As Caiden argued, ‘All blamed the dead
hand of bureaucracy, especially the poor performance of public bureaucracies
and the daily annoyances of irksome restrictions, cumbrous red-tape, unpleas-
ant officials, poor service and corrupt practices’ (1991, p. 74). A radical change
in organizational culture is occurring, but not without cost. The new approach
has problems, not the least of them the disruption to standard operating proce-
dures and poor morale. There seemed to be a long way to go before a new
results-based management could emerge, although there was no going back to
the traditional model of public administration.

All these points will be discussed at greater length later, but the main point
is there has been total change in a profession that saw little change for around
a hundred years. It is argued that the seven verities constitute a paradigm of
their own — the traditional model of public administration — and that a paradigm
shift has occurred due to the problems of the traditional model.

A new paradigm

There is some debate over whether or not public management, particularly the
new public management, is a new paradigm for public sector management.
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There are those in favour of regarding the reforms as a new paradigm (Osborne
and Gaebler, 1992; Barzelay, 1992; Behn, 1998, 2001; Borins, 1999; Mathiasen,
1999: Holmes and Shand, 1995; OECD, 1998). There are others who argue
against the notion of paradigm change in public sector management (Hood,
1995, 1996; Lynn, 1997, 1998, 2001, 2001a; Pollitt, 1990, 1993; Gruening, 2001;
Pollitt and Bouckaert, 2000). It is argued here that, either using the ordinary
meaning of the word or the more recent usage associated with the work of Kuhn
(1970), the term ‘paradigm’ is appropriate both for the traditional model of
administration and the public management reforms most commonly linked
together as the new public management.

Some argue that a paradigm is a large hurdle to jump, requiring agreement
among all a discipline’s practitioners — a more or less permanent way of looking
at the world (Lynn, 1997; Gruening, 2001). This is a misreading of Kuhn (1970).
Instead of a paradigm being a generally agreed framework of all the practition-
ers in a field, it is actually a contested idea. It does not require agreement among
all practitioners; there are often competing paradigms in the same field.

The basic paradigms for public sector management are those following from
Ostrom’s (1989) argument that there are two opposing forms of organization:
bureaucracy and markets. The key difference between the two forms of organi-
zation is that between choice and compulsion; allowing the market to find an
agreed result or having it imposed by a bureaucratic hierarchy. At this most fun-
damental level, bureaucracy and markets are very different; they are based on
very different ways of looking at the world. In short, the traditional model of
administration is based on bureaucracy; public management is based on markets.

To Behn, the traditional model of administration qualifies as a paradigm; as
he continues, ‘certainly, those who support traditional public administration
would argue that they have a “discipline”, complete with “theories, laws, and
generalisations”, that focus their research’ (Behn, 2001, p. 231). A paradigm
does not mean one set of views that everyone must agree on, rather views that
exist for a time and are revealed in the discipline’s practices. The traditional
model of administration, derived from Weber, Wilson and Taylor, does fit this
in the sense of there béing, at a given time, a corpus of knowledge, textbooks
and ways of approaching the trade. In a paradigmatic sense it derives from the
theory of bureaucracy.

The public management paradigm has the very different underlying theoret-
ical bases of economics and private management. As an OECD paper argues,
‘this new management paradigm emphasises results in terms of “value for
money”, to be achieved through management by objectives, the use of markets
and market-type mechanisms, competition and choice, and devolution to staff
through a better matching of authority, responsibility and accountability’
(1998, p. 13).

However, it is not the case that at one point in time everyone in the discipline
decided that the traditional public administration paradigm had been super-
seded; it is more the case that paradigms change gradually. The decline of one
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