Fitness training for public administration

New Public Management promises the solution to many problems

By Reto Steiner, mag.rer.pol.

Public administration faces a real dilemma: citizens want a powerful administration and to be regarded as customers, but high deficits require the administration to economize. New Public Management (NPM) promises a solution to this problem: the government is obliged to focus much more on the market and the customer needs. This article describes the basic assumptions of NPM and discusses the critical role of the employees and politicians involved.

New Public Management is a new management philosophy that is aimed at reengineering the policy making process and public administration in a way that builds much more on management and controlling techniques from the private-sector and success strategies of enterprises rather than on bureaucratic rules (see Osborne/Plastrik 1997). However, the aim is not privatization but an increase in performance of the public sector. Several cities, states and even the federal administration in Switzerland have been in a process of implementing this new concept since 1993 (see Schedler 1995, Hablützel et al. 1995). What is unusual about the concept of NPM is its comprehensiveness. A number of typical characteristics are described below (see Buschor 1993):

Customer driven

Public administration employees barely know the needs of their customers because there is no systematic market and customer research. A new focus on marketing issues should help to identify the customers or citizens and to take their needs seriously while improving the services and products of public administration. The city of Berne for example records the needs of its inhabitants every year through a representative survey that has a high approval rating. The executive branch emphasizes that even foreigners and other individuals who do not have the right to vote can influence the quality of the town's products. Only the liberal party – a minority in parliament - is critical because they fear that some political decisions will be made based on results of such surveys and not on formal referenda. 

Every employee in the administration is called upon help to improve the quality of services. The basic concept is Total Quality Management (TQM). As a result, the needs of the citizens are satisfied in different ways:

· More options, i. e. the administration offers different service packages

· More democracy, i. e. people can actively influence and rate the quality of the services

· More effectiveness and efficiency of the services (value for money)

· Higher quality

Cost and efficiency consciousness 

New Public Management requires transparent cost budgeting in order to improve strategic planning and operative and democratic controlling processes. The goal is the implementation of a full-costing for all products and services. At present, the different accounting and controlling techniques of many states, nations and organizations are not transparent. It is almost impossible to see if costs can be lowered because public departments are not able to calculate the costs of their products. It is therefore also very difficult to evaluate any outsourcing of production.

Focus on outcome and not on inputs

NPM wants to spend tax income as efficiently as possible and to create high value for money. The activities of public administration are to be monitored through product and cost benchmarks and no longer through complex budgets with many non transparent expense items. The elements of such a result-based focus are:

· Global budgets (The parliament decides how much it wants to pay for the desired services and no longer discusses the many expense items of a department)

· Goals instead of rules

· Shifting from a resource based view to cost-results-accounting

· Management by objectives: Agreements between staff-members and managers focus on goals

· Lean production, quality management and a program evaluation are additional management tools

Internal competition, outsourcing and privatization

The focus on effectiveness and efficiency means a radical shift. Public managers have to compete in different areas (e. g. sport, education and traffic) with private companies, non-profit organizations and other public offices. According to the new philosophy, the decision whether a service shall be provided by the administration or a private company has to be made by a public call for tenders. The best offer will get the job. If there is no market in a specific area, different kinds of substituted competition may be applied such as benchmarking between institutions with similar services. Contracts between the public administration and the service provider guarantee that the desired quality and amount of services and products are produced.

Separation between strategic (parliament) and operative competence

(offices)

Companies usually have a board of directors which is responsible for the strategic decisions, and a management which does the day-to-day job. (It is obvious that this is only a model.)  The duties and responsibilities of the managers of public administration and the democratically elected politicians are not that clear. Politicians are often interested in detail work because they want to please their voters. 

Nevertheless, NPM calls for a congruence of duties, competence and responsibilities: Politicians shall make the right decisions and public managers shall carry them out in the right way. Strategic (parliament) and operative decisions (administration) shall be in the hands of the best qualified institution. The parliament may decide for example that the kindergarten has to be enlarged to accommodate 100 children and that 90 percent of all parents have to be satisified with the service. In order to achieve this goal, the parliament allows the managers to spend 1 million Swiss francs. The managers can decide for themselves how they want to reach it.

Profit centers - controlling techniques

The managers in the public administration are given much more flexibility in attaining their goals. Agencies and flat hierarchies give a maximum of liberty to this new generation of managers. There is no question that the government needs a very good controlling because there should still be a certain degree of unity in the entire administration. The instruments of large enterprises may be adapted to the needs of the government. 

Several accounting methods support the controlling process of the parliament and the government: 

· calculation of profitability (actual versus target cost-comparison)

· examination of efficiency (comparison between results and resources used) and effectiveness (comparison between outcome and target) 

· calculation of outcome (comparison between outcome and costs) .

Furthermore, the functions of the funder, the provider, the purchaser and the user have to be separated. The newly introduced external and internal competition requires this strict separation.  The public health service can serve to illustrate the meaning of the expressions: The patient, the hospitals and the tax-payer would be the funder. The parliament orders the health-care services that have to be provided and a single member of the government purchases these services. The contract between the hospital and the government guarantees that the right amount of beds will be provided. The hospitals that have been chosen and contracted are these providers. Last but not least, the user of the services is the patient.

Implementation process as a critical success factor

It is difficult to introduce a far-reaching concept like NPM if administrative staff reject and boycott the new philosophy. They will be the critical factor whether NPM succeeds or fails insofar as they act in a customer-driven way or not and use the resources efficiently or waste them. The top-management can only set the goals. 

New management techniques, monetary and non-monetary incentives, and a modern human resources management may qualify staff for the new public administration. However, one of the most critical factors will still be the implementation process.

Empirical research shows that almost one third of all employees disagree with the NPM philosophy. A consultant is quoted as saying: "The virus 'fear' is omnipresent and the incubation period is very short." Employees who have been involved in other change processes that failed are very critical. Several objections to the new philosophy can be heard:

· We do not have enough staff. It is impossible to raise productivity.

· We have permanent stress and the citizens expect more output and outcome.

· We do not have any money; all resources are exhausted.

· The citizens do not trust us.

· We do not have any incentives to work better. The wages remain the same.

· For everything exists a law. We do not have any degree of freedom. A real "intrapreneurship" remains utopia.

Older employees of long standing are often very critical. They fear immense changes like NPM and are sometimes burned out. Such staff do not want to give up their traditional values and predictable future. 

But there may also be young employees who object to the new philosophy. Areas in which an employee expects specific disadvantages are particularly sensitive:

Salary
Does the employee expect a lower salary due to incentive pay?

Security
Does the employee expect to be fired or have to work in another unimportant position? Does the person fear unfairness? 

Acceptance
Do the employees fear not to be up-to their job?

Independence
Can the employees do their job the way they want to in the future? Can they still work independently?

Development
What expectations for their personal career do the employees have? Do they expect a management position they will not get because the top-management prefers a newcomer with a college degree in business administration?

It is very important to focus on another group of employees in public administration: the top management of departments. They usually start the project. But this does not at all mean that they really promote and support the implementation process, because the motivation to introduce NPM may vary: it may be that the top-executives have to do it because it was a decision of the political leaders or because they do not want to lose their network and influence in the public administration.

These managers can slow-down the implementation process in various ways: They may want to control everything in the process and do not integrate the needs of the employees, although they always promise a bottom-up or multiple-nucleus organization development (OD) strategy. These managers are reluctant to delegate. In contrast, passivity can also be observed: There may be directors who are convinced that the consultant is the only responsible person for the implementation process. They do not see that their role as a change catalyst is important for successful implementation.

It may also be that areas like communication within the department are not part of the OD-process. In this case, it will not be a comprehensive change process. Some managers may lack courage to implement the ideas the participants in the OD-process have developed, because they fear resistance of people involved (e. g. unions, employees, and politicians). Last but not least, top-executives should consider the long period of time needed for the implementation process.

These problems can occur because managers do not have enough training in business administration, organization, and culture development. Unfortunately, legalistic thinking still dominates public administration. 

Politicians can slow down the process

Different risks can be observed on the side of the policy makers, i.e. parliament, government and voters: Members of the government often only see their own departments. There is no cooperation between ministers, as the current reorganization of federal administration in Switzerland shows. 

Depending on their political position (left or right), members of the government and politicians intend to achieve specific goals with NPM and slow down the process if they discover that their goals can no longer be pursued due to changing attitudes and majorities in parliament.

Another problem are the elections every four years. NPM-implementation takes a long time and does not guarantee a short-term success. Because politicians do not see any benefits to pushing such long-running projects, the introduction of NPM may not be that important to them. Additionally, if new politicians are elected, their new attitudes can slow down the process.

Because laws have to be adapted to implement NPM in public administration, referenda are fairly common in Switzerland. There have been instances where voters rejected a NPM-project in such a referendum (e. g. voters in Basel rejected the privatization of garbage collection). Other values such as the creation of more jobs may be of higher importance for voters than effectiveness and efficiency. 

Politicians know that they have to please their voters and discuss a lot of details in the parliament, e. g. which local company should deliver computers for an office. They are interested in both operative questions and strategic questions, in contrast to NPM philosophy. This may be utilization maximization for a single politician, but it is not the optimum for the entire administration.

Focus on empirical studies

It is important that NPM is introduced through a diligent OD-process. Otherwise, NPM will fail like many other reform projects in the past. Politicians, citizens and political scientists want to see results and not just go on discussing the theoretical models that promise more effectiveness and efficiency. The first cases are of high interest. 

Empirical results in some states and towns tend to be positive. It seems that the implementation process is the key factor in long-term success. Near future will no doubt show us what can be changed through New Public Management. 
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