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Abstract

Complex challenges faced by Norwegian municipalities come from many sources such as
balancing their role as generalist service providers with the increased call for tightening
municipal budgets. Today, the municipalities also have to consider public tenders while
making sure they retain enough of their core competency to give quality services to the
public. When dealing with these issues, the public administration seeks solutions in the form
of new organisational structures, work process re-engineering and new information systems to
answer ever tougher demands from central authorities and the public.

Research into the use of e-government in the area of public management has had a focus on
well functional front-end portals with citizen centric evaluations and benchmarks. Technical
issues regarding legacy systems and the implementation of new case processing systems with
cross departmental integration is also frequented by information systems scholars. These
research foci are important for effective systems, but there has also been a call for more
research into the organisational effects on public administrations from e-government
initiatives, and which role e-government projects can play in public organisational change.
The aim of our study is to examine this angle on e-government in a Norwegian municipal
context to discover the role e-government can have on the municipal back-office structure,
work processes and employees. Our research questions are answered through a cross-
disciplinary literature study and an interpretative case study from the Smartkom project in the
North-Jaren region in Norway.

The literature review encompasses both information systems research into the field of
e-government and IT/organisational fit. Since this thesis focuses on the organisational aspect
of e-government, we have borrowed central theories from the research fields of organisational
science and public management. A comparison of the principle elements of the theories gives
an overview applied to later analysis of the empirical findings. These empirical findings stem
from the analysis of interviews and documents from the inter-municipal project Smartkom.
This e-government development case gives insight into a local Norwegian context for the
effects of e-government systems, and also shows the possibilities that can be generated in the
near future from such co-operations.

Our findings from the case region are discussed in light of the theories from the literature
review and current Norwegian state policies. We found many issues regarding the role of e-
government on current municipal change, and generated a new model that the case
municipalities can implement in the near future. This model gives an alternative to the
prevailing models in use today, and may solve a number of issues relating to central state and
local policies.

Municipal mergers related to e-government projects are also discussed, showing that
e-government is an effective tool which can be a catalyst and simultaneously used for
differing interests, but it is the wielder of the tool that decides the directional outcome from
the implementation of such projects. The technology in itself has no political motives, nor any
inherent ideological preferences for municipal structures.

Our thesis will hopefully give some fresh angles on the role of e-government and inter-
municipal co-operations. New ideas for further research focus is given and practical
implications for the case municipalities are given to promote the possibilities that lie within
their mature co-operative efforts.
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Introduction

1 Introduction

Norwegian public sector has been under pressure by recent reforms calling for efficiency and
more user focus. Structural changes in municipal administrations, new incentives and
reporting schemes have come into place to answer the call for reform, and to show the
willingness for change.

A recent Norwegian trend in dealing with the pressure in the public sector has been the
establishment of inter-municipal collaborations with varying forms and purposes. One of
these inter-municipal collaborations is the Smartkom project, which coordinates construction
permit case processing from four municipalities in the North-Jeeren region. This type of
collaboration is argued to potentially improve the cost efficiency and quality of municipal
services.

A national information technology infrastructure has provided the possibility to integrate
different e-government solutions into the communication between the public sector and
society. The vision for these e-government initiatives through the next five years are
described on a national level through the Ministry of Modernisation’s (2005) strategy
document “eNorway 2009 — the digital leap”, with the municipal implementation of these
visions being described through the Norwegian Association of Local and Regional
Authorities (2006) equivalent strategy document “eMunicipality 2009 — the digital leap”.
These initiatives shows a change in focus from the discussion on web-site effectiveness
improvement of the 80’s and 90’s, to a more organisational wide utilization of e-government.
Despite this change, the referred documents still lack a focus on the needed organisational
changes of such e-government initiatives.

Municipal information systems and e-government initiatives exist in a context dominated by
the evolving organisation and business agenda of the different areas of government.
Information technology is a tool, and when introduced into the information system of an
organisation it can support the business agenda of that organisation. This is also a symbiotic
relationship where new technology leads to new ways of doing business, and hence can
influence the organisational structure.

A need for organisational change has been described in several research report. One of these
reports is an extensive study of e-governance portals in Europe and America (Thorson and
Ragland, 2002), which concluded that most government web sites focus on information
delivery. They found however relatively few instances of significant process re-engineering,
which demonstrates the deficiencies of the earlier mentioned Norwegian e-government
strategy documents. Grénlund (2004, p. 1) further describe that “a lack of cross-
organisational integration has been observed, and as this is seen as one of the main potentials
of eGovernment, and indeed the main effectivization opportunity, there is a need to find out
why this is still the case after several years of expansion of IT use in government”.

The extensive call for more research into the field of organisational change related to e-
government initiatives have directed this research study towards the investigation of the
relationship between e-government initiatives and trends in municipal organisational change.

Organisational effects of e-government initiatives do however require an understanding of the
common organisational structures in Norwegian municipalities. Such an understanding would
give a comparison baseline, making it possible to identify the municipal changes. Our
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Introduction

research will describe this contextual baseline, as well as giving indications of the future
direction of the Norwegian structures and work processes in the future; creating a greater
understanding of the Norwegian context of e-government based municipal change.

1.2 Research problem

This research study intends to look at the relationship between e-government systems and the
workflows and structure of the municipalities. The inspiration for selecting this topic stems
from our interests in IT and business fit. Lately the municipalities have been looking into
portal solutions to provide the public access to municipal services. We further noted in our
pre-study in 2005 that it was common for municipalities to organise much of their e-
government initiatives in inter-municipal networks, and wondered if there was any
organisational change in workflows and structure due to these new e-government systems. A
precursor to answering our research questions is an understanding of the current direction of
Norwegian municipal reforms, as well as knowledge on the drivers affecting these reforms.

The research questions we want to answer through this research paper is:

e What role has e-government initiatives on the direction of Norwegian municipal
reform?

e What organisational alternatives can e-government initiatives lead to?

e How can e-government based alternatives evolve from inter-municipal co-operations?

1.3 Thesis structure

Any discussion of our described topic needs a solid theoretical background, which is
described in chapter two. This section will describe the concept of e-government, showing its
relationship to the fit between business strategies and IT infrastructure. In addition we will
introduce the concept of organisational structures, demonstrated through four models for
public organisation structure. Three of these, hierarchical, market and network based
organisational structures are described by several authors (Thompson et al., 1991; Airaksinen
and Haveri, 2003) as the three basic organisation structures. We have also chosen to include
Neo- Weberian State, which is described as a northern European twist to the New Public
Management model.

Chapter three describes the methodological approach we have used in our research. It
provides a research model describing our researching choices, from the choice of
philosophical stance to the means of data gathering and analysis. This section also depicts the
choice of case study as a method, and a justification of our choice of case.

Our research case will be further described in chapter four, providing information about the
participating municipalities, their tradition for collaboration and the concrete projects leading
up to the Smartkom project. A further examination of the Smartkom project will show its
organisational and project related structure, as well as its basis and aims.

Through chapter five and six the gathered data is analysed and discussed. This involves an
analysis and discussion of the current organisational structure of the participating
municipalities in the Smartkom project, as well as their utilisation of e-government and
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collaboration. In addition we will discuss the impact of e-government on the municipal
organisational structure. This will serve as the basis for the discussion on the future directions
and recommendations for organisational changes related to e-government and network
constellations in the delivery of services in Norwegian municipalities.

Finally key conclusions are made in chapter seven, describing our main findings as well as
depicting their implications for both the theoretical foundation and Norwegian municipal
practice. This section also describes the limitations of our research study and gives some
suggestions for further research in the area.
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2 Theoretical background

In this chapter we address the need for a fif between IT and the organisation through strategic
alignment and its critique. Further we define and describe the conceptual term e-government
and how research into this field focuses on the fit between IT, the public organisation and the
society. The scope of e-government within this thesis is defined, showing a focus on
organisational effects.

Our focus on the organisational effects from e-government projects requires that we try to
have an overview over the main directions identified in the field of public administration and
organisational science. This cross-discipline approach is meant to give a different theoretical
basis for investigating e-government that is different from a technical/technological and front-
end based research. We present a short description and critique of four main organisational
models and their principle elements or doctrines. These are compared and a summary table
gives a condensed overview of the models.

2.1 IT and organisational fit: e-Government

This section investigates the need for adjustments between organisation and IT to create a fit
that can enable better business transactions. The concept of IT and organisational fit is
illustrated by views on the benefits of strategic alignment, and its critique. Later on we define
the conceptual term of e-government. Through the description of e-government, our scope
within the field is made clear, showing the relationship between IT, organisation and citizens
that e-government can create.

2.1.1 The concept of IT and organisational fit

Information technology has had a growing strategic importance for both public and private
organisations the last two decades. To gain the full effects of such technology, organisations
need a mutual adjustment between their information technology and their business strategy.
One answer to this challenge is the concept of fit (Aldrich, 1979), which describes the need to
fit the organisational form to its business and IT environment to achieve success.

Strategic alignment

The concept of fit has been elaborated on, and adjusted to the IT strategy sphere, through a
series of research papers published by IBM in 1993. Thus the concept of strategic alignment
(Henderson and Venkatraman, 1993; Luftman et al., 1993) was born, which focus on the
alignment of an organisations IT strategy and business strategy.

The predominant model within strategic alignment is the strategic alignment model (figure 1),
which describes a continuous adaptation process of organisational transformation through IT,
to leverage its strategic value. The model tries to reflect several strategic choices a manager
face regarding I'T’s role in the organisation.
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Figure 1: Strategic alignment model (Henderson and Venkatraman, 1993)

Strategic fit

The model is based on two dimensions of fit. On the vertical axis it differentiates between the
external and internal domains of the organisation, called strategic fit. This dimension stresses
the need for adjustments of strategies from both external and internal forces. The external
domain describes the business environments of the organisation, while the internal domain
pertain its internal structures and processes. This strategic fit is argued to be critical in the
business domain to achieve economic success, but the authors also claim that it is equally
important to align the IT domain.

To achieve this strategic IT and business fit between the internal and external domains, there
is described a set of choices between traditional management techniques (Henderson and
Venkatraman, 1993). The organisation is positioned in accordance to the external domain
through its IT scope, systemic competencies and IT governance. The internal domain on the
other hand is addressed through the organisations IS architecture, IS processes and IS skills.
Without this strategic fit it is difficult to realise the benefits of IT investments.

A lack of fit between organisation and IT can give rise to the productivity paradox described
as the missing increase in productivity compared to the amount of investments in IT. As
Robert Solow in the New York Times Book Review (July 12", 1987) famously put it: “we see
the computer age everywhere except in the productivity statistics” (cited by Brynjolfsson and
Hitt, 1998). The return from IT investments is closely connected to the organisational
investments, and therefore a fit between IT and organisation can take some time creating a lag
in effects. Combined returns on assets can be significant, in the order of 10 times the initial
investment in IT, where 90% of these returns come from “hidden complementary
organisational assets” (Brynjolfsson and Hitt, 1998, pp. 54-55). Long-term effects from
organisational investments to create a fit with IT systems illustrates the need to focus on
organisational aspects, such as training, structure and work flows when implementing IT
systems.
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Critique

The strategic alignment model has been criticized by several authors, the strongest of which
being Claudio Ciborra (1997) who have a two folded critique of the model. The first argument
is a critique of the article as just a poor revamp of the concept strategic fit, which only
contribution was to remind managers of the importance of creating a fit between IT and
business processes. The fact that the authors never mentioned the concept of strategic
alignment after its initial publication, as well as IBM closing down the research program
sometime in 1995, is argued to be further proof of the poor quality of the model.

Ciborra’s second argument is against the models lack of adjustment to the real world, with an
argument that the model is based on a theoretical view of the world, with little empirical
proof. Ciborra’s view was that the model was more concerned with geometrical lines, than
with real life issues. Ciborra also felt that the top-down approach, which the model employs,
is not fruitful for business managers, and instead suggests three new concept based on a
bottom-up approach; care, hospitality and cultivation (ibid.).

Rik Maes (1999) supports the notion of a highly theoretical model with a poor empirical
foundation, and adds that business development is much more complicated than what the
model depicts. Additionally it is said that such a structured strategy process is inapt to today’s
unstable changing world of business. The complexity of business operations, organisation and
IT is also apparent in the public sector, with its vast range of services and target groups.
Research into the field of IT use in government can give insight into the fit between
organisation and IT in public organisations.

2.1.2 e-Government

As the government administrations started using IT tools for case processing and the
distribution and storage of information, it became clear that they had to face many of the same
challenges that were found in the private business sector. Scholars have identified some of the
complex interrelationships found in the public sector, and the field of electronic-government
(e-government) has become an evolving and maturing field of research. We will describe
some aspects of this field, which focuses on technology, organisation and citizens creating a
fit between these elements of the public administration’s business.

Definition

We choose to define e-government as the provision of routine government information and
transactions using electronic means (based on Marche and McNiven, 2003). We believe that
e-government may lead to a focus on society needs, structural characteristics of the public
organisation and the civil servant’s work conditions.

There has been a prolonged debate on the definition of e-government. This debate illustrates
the many facets of IT and its effect in the public sector and its use of technology to help put
policies into action. Two trails of the general discussion will therefore be described, one being
the distinction between e-governance and e-government, and the other the scope of
e-government, which will also show our scope of e-government for this thesis.

Description

The first discussion relates to the meaning of the term governance versus government.
Scholars have noticed that sometimes the two terms are ambiguously used, to the point that no
distinction is made between them (Marche and McNiven, 2003). Distinguishing the terms can
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take many forms, where one term can contain the other and vice versa, or the two terms can
be seen as separate and co-existing. A deeper understanding of these terms can give insight
into the field of e-government and an angle for understanding our scope and approach to e-
government research.

e-Governance as a part of e-government

One way of looking at e-government as a conceptual term is that of an overarching term that
encompasses both service delivery and citizen participation in policy making. Barlow et al.
(2003) can be seen as an example of this use of the term e-government.

The reason for presenting e-government as an overarching concept (figure 2) is that the use of
online service delivery (OSD) systems and electronic participation systems (e.g. online
polling) affect each other. Systems for OSD can also give indications for the need for
services, hence affecting the policy governing the service. e-Government is in this case used
as a collective term of all use of IT in the public sector, including service delivery and
participation in policy developments because of the influence these systems have on each
other.

A sarvice is being deliversd Felizy is being established or comphliance
or directly facilitated menitored {faccountability)
{procuramant)

Electhronic Governance

Electronic and Online Service Delivery KT e o itiate he b will et prowide

HCTFs are used to provide services to the iHpur imto policy decisions
public

... &ng participation i3 unieersal
from the relevant poputation

Hectronic Democracy
T are uxed directly determine policy or

20, ¢ Gove

Figure 2: e-Government covering both e-service delivery and e-governance
(policy participation) (Barlow et al., 2003, p.10).

e-Government as a part of e-governance

Another way of looking at e-government is viewing it as only a part of the dynamics of public
information systems, the total of which is termed by Finger and Pécoud (2003) as
e-governance. The dynamics of public information systems are described by four forces
(figure 3); the evolving use of New Information and Communication Technologies (NICTs)
by the actors when performing the functions of government at all levels of government.
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Figure 3: e-Governance as the result of evolving use and scope
(actors, funtions and levels) of e-Government, e-Regulation and
e-Democracy. From Finger and Pécoud, 2003, p.6 (modified)

In their article Finger and Pécoud describe the main NICTs as e-democracy, e-regulation and
e-government (ibid., p6) which in turn are part of the emergence of the interaction between
the four forces, resulting in e-governance (viz. how NICTs fit into the processes of State
Transformation).

e-Government and e-governance as separate dimensions

A third identified conceptualisation of e-government is one that implies separate dimensions.
Marche and McNiven (2003) stress the value of separating the conceptual terms of
e-government and e-governance into separate, but not totally disconnected, dimensions
(figure 4).

Government/ governance dimension

Centricity dimension

Figure 4: Focus and Centricity Model - e-governance
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and e-government as seperate dimensions.
From Marche and McNiven, 2003, pp.78

Each dimension on the horizontal axis represents respectively “different aspects of the
relationship between citizens and their political structures” (ibid., pp.75). The different
aspects mean the ways in which decisions are made (governance — policy and power) and the
way in which these decisions are carried out (government — administrative).
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Centricity on the vertical axis reflects the focus of the two dimensions, where the citizen-
centric is a focus on the needs of the citizen, while the organisational-centric is a focus on
“structural characteristics of the organisation and the civil servant” (ibid., pp.77). This last
model leads us to the scope of the e-government and e-governance dimensions. Information
systems in the public sector can have a focus on citizen, private sector or third sector needs,
such as public service portals which may also include e-governance aspects such as
discussion forums, meeting minutes for transparency or polls. Information systems can also
have an organisational centric aspect, enabling new ways of processing and administrating
services in the back-office, or even new structures through the elimination of distance issues
between departments.

Our scoping of e-government

The different actors in the sphere of e-government and e-governance are often depicted as a
triangle (Baldersheim et al., 2003, p. 159; Gronlund, 2003; Svensk Kommunforbund/
Landstingsforbundets 1T-enhet, 2002, p. 2) showing the different aspects of e-government and
e-governance. We have modified this model with the clear distinction between the two
dimensions (c.f. Marche and McNiven, 2003) yet showing the common target groups and
organisational aspects such as policies, work flows, structure and back-office expert systems
(figure 5).

Citizens, Public sector

and the Third secter
s-zovemancs through e-govemment through
s-democmacy S~BRIVICES
Politicians % Administration

Policies and work flows
Organizational structure
Back-office svatems

Figure 5: The separate dimensions of e-government and e-governance in relation
to their actors, and the dimensions common target groups and common
organisational aspects. This model is based on models from Baldersheim et al.,
2003, p. 159; Gronlund, 2003, pp. 193; Marche and McNiven, 2003, pp. 78;
Svensk Kommunférbund/ Landstingsférbundets IT-enhet, 2002, p. 2

Our version of the dimensions and actor model can be used to show our scope in this thesis
regarding e-government as the provision of routine government information and transactions,
using electronic means that may lead to a focus on society needs, structural characteristics of
the organisation and the civil servant’s work conditions. This scope does not include a focus
on the dimension of e-governance through e-democracy, nor any participatory issues such as
the digital divide, accessibility and the direct contact between citizens and politicians. We
also use this depiction of e-government to scope our thesis on back-office issues and fit, rather
than front-office portals, technical and usability issues.
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The use of e-service systems connects the expert systems of the back-office with front-end
portals. Information on available public services and transactions, such as applications
processes and access to archive material, all make up parts of e-services. e-Government is
made operational through e-services, but also connections between unit or department
systems internally in the organisation are a part of our scope of e-government. It is the wide
array of activities both internally in the public organisation, but also externally in the
community, that makes e-government so complex and interesting.

Norwegian municipalities have a wide array of activities sorted into the three main categories
of authority discharge, operative services and business activities (Norway, 2003). The latter
can be different types of ownerships that results in income such as local cinemas or even
stocks in incorporated companies. Operative services are activities that provide basic needs of
the citizens such as water and sanitation, but also health, schools and cultural institutions. The
first category called authority discharge includes all activities where the municipality makes
decisions that are binding for the citizens and businesses. These decisions can be orders,
prohibitions and permits, which often include follow-up activities such as supervisions and
controls.

Activities that fall under the category of authority discharge have strict restrictions based on
law, with regards to whom that can execute the authority (Norway, 2003). Today it is only
municipal case processors that are allowed to carry out authority discharges (KRD and KS,
2005; Norway, 2006). Operational services however are allowed to be put on public tenders
and to be carried out by other organisations than the responsible municipality.

We will now look closer at the organisational forms that can surround the delivery of these
services, and organisation models in which e-government solutions must operate.

2.2 Public organisation theory and models

This section describes the four main state models found in public administration and
organisational science literature, Max Weber’s Ideal-type Bureaucracy, the New Public
Management, the Neo-Weberian State and Network Organisation. These models represent
different directions or orientations such as hierarchies, market-orientation and co-operation
which is commonly cited in reviews of current public sector reforms. This theoretical
background is necessary for our investigation of e-government’s role in Norwegian municipal
change. These models are principle in nature, and no exact real life examples can be found.
Even so they have analytical properties which we can use for our discussions of the municipal
change.

2.2.1 Ideal-type Bureaucracy

Public policies has resulted in different operational systems of government over centuries.
The predominant system of governance the last century can trace some of its roots in the
ideal-type bureaucracy which Max Weber (1947) proposed and analysed. We will look at the
main characteristics of the ideal-type bureaucracy and its critique.

Definition

There are many different definitions of bureaucracy, and we choose to look at the term in its
analytical meaning and hence avoiding the negative associations of popular use. Weber never
gave a clear definition of bureaucracy (Albrow, 1970) but his analysis and description has
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given rise to later definitions. A common definition is “a professional corps of officials
organized in a pyramidal hierarchy and functioning under impersonal, uniform rules and
procedures” (Encyclopadia Britannica, 2006).

Origin and description

Bureaucratic systems had been in existence long before the German sociologist Max Weber
formulated an analysis of its main elements into a more concrete model. Among the greater
theorists on the subject before Weber we find Karl Marx, who described the development of
bureaucracy in his theory of historical materialism (Cohen, 2001). Weber’s essays are said to
be composed as responses to Marx and also to address the debate between Rousseu, Hegel
and Marx on the nature of domination (Weiss, 1983).

Weber made the term “bureaucracy” an analytical concept. His work has inspired the system
of governance, found in some form, throughout the private and public sectors. Weber’s
formulation of the ideal-type bureaucratic model was seen as a shift away from the
predominant system of hereditary offices and employment based on personal charisma or
standing. When looking at the main elements of the ideal-type (Weber 1947), it is easy to see
the paradigm shift away from the traditional system of the time:

Fixed spheres of competence

A defined hierarchy of offices

A clear distinction between the public and private roles (and property) of the officials
Specialization and expertise as the basis of action

Full-time, career appointments for officials

Management by the application of a developing set of rules, knowledge of which was
the special technical competence of the officials concerned

We see a clear shift from the personal to the impersonal; from tradition to rationality as the
basis for governance. A bureaucrat bases decisions on the rules of correct process, as well as
his or her own expertise. This impersonal, rational and rule based decision-making is aimed at
creating equality when dealing with public officials, ensuring law governed actions and
loyalty, rather than action and loyalty based on personal gains.

Ethics play a central role in the ideal-type bureaucratic model, since only equal and due
process leads to public trust. The bureaucrat needs to create distance between private and
public roles as to ensure impartiality and exclude the mix of private and public property. In
return for ethical service, the bureaucrat receives a full-time appointment with career
opportunities until retirement.

A bureaucratic work environment is structured within pyramid hierarchies of audit and
control, where each sphere or department has specific responsibilities and liability. Work
processes follow these divisions of levels and spheres, and rules pertaining to the processes
filter down to the individual process managers. This structure can create efficiency through
the use of specialised and skilled public servants. Strict divisions of responsibility and rules
for process, together with hierarchical audits, are the basis for accountability.

There is an inherent dynamic in the ideal-type bureaucratic model where the rules governing

management are to be constantly revised to fit political decisions guiding the business agenda
for the public administration. This dynamic exists to ensure flexibility of the system and to
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give it the possibility to constantly renew and become more efficient, using new
communication technology and adapt to the demands of the society.

The combination of rationality, equality, ethics, loyalty and flexibility has made any system
resembling, or containing most of the elements in the ideal-type bureaucratic model, very
durable and competitive.

Critique

Weber’s bureaucratic ideal-type has received critique from within the organisational sciences

(e.g. hierarchical authority versus professional authority (Toren, 1976)). Also the examples of
negative sides of the bureaucratic model have renewed criticism by market-oriented (Osborne
and Gaebler, 1992) and network oriented scholars (Powell, 1991; Rhodes, 1991).

A fundamental debate has been over the question of participation, here meaning the degree of
direct involvement of citizens (or groups of citizens) in public administration. Scholars
favouring network organisations find a lack of cooperation, flexibility and participation in
state structures based on the ideal-type (Olsen, 2005). Involvement of non-governmental
organisations (NGOs) and citizens directly, should open the power house of bureaucracy and
result in a more open democracy. Network organisations will be described in more detail
later.

Market-oriented criticism has focused on the rigid system that has been inspired by the ideal-
type bureaucracy and how wasteful and complex this hierarchical system has become
compared to private business management innovations. A major failure, according to these
critics, has been the lack of competition over public services. With no market forces, the
bureaucracy is said to have expanded without concern, due to its monopoly situation.

The critics see the inequities of the bureaucratic state model in a post modern environment
with the global challenges that presents themselves for governments. Even Weber saw some
inherent inequities in the ideal-type model, what he called the “Iron Cage” of the future,
where individual freedom will be suppressed by a more total bureaucracy. Weber did not see
any way of avoiding this scenario, but wondered what would result from it. The proponents of
the New Public Management model have also added their voices to this line of criticism.

2.2.2 The New Public Management

The New Public Management has been one of the major focal points of academic debate and
political vigour since its emergence in the late 70’s. We will try to briefly describe the New
Public Management as a public sector structure, its critique and possible legacy.

Definition, origin and description

The New Public Management can be described as a set of managerial and strategic practices
adopted from the private business sector (Gruening, 1998). Main elements of these practices
are to achieve a focus on output (return on investments), customer orientation, empowerment
of managers, contracting (privatisation) and competition (markets). The term “New Public
Management” can therefore be described as a handy shorthand or “a summary description of
a way of reorganising public sector bodies to bring their management, reporting, and
accounting approaches closer to [ ...] business methods” (Dunleavy and Hood, 1994, p. 9).

To fully understand the New Public Management we need to investigate its roots, which are
often placed within New Institutional Economics (ibid.). ‘Old’ Institutional
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Economics (see figure 6) is a school which tries to describe the complex dynamics of
economics, contrasting itself from neoclassical economics with its ‘narrow’ focus on
supply/demand and utility/profit.

Institutional economics Neoclassical economics

s OMMESOMEME SN mum

New Institutional
economics

Business-type
‘Managerialism’

New Public Management ]

Figure 6: Theoretical origins of the New Public Management
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New Institutional Economics can be described as a merger of the two schools of economics,
because it includes an appreciation of neoclassical price theory and yet it is willing to relax on
core neoclassical assumptions (perfect information and rationalisation) as an accommodation
for institutional economics (Doner and Schneider, 2000). This mixture of institutional
economics and neo-classical economics might seem a paradox, given the dissension between
the schools. None-the-less the call to improve public sector efficiency has mixed them, with
the resulting New Institutional Economics.

As the principles of New Institutional Economics relates to the structure and economic
dynamics of the organisation, Busines-type ‘ Managerialism’ relates to the public servants
themselves, and their way of conducting the business of the public. The ideas of empowered
managers using more of their own discretion to focus on managing by results (ex-post
evaluations) instead of following procedures and rigid policies is termed Business-type
‘Managerialism’ (Auriacombe, 1999).

In the frame of New Institutional Economics, influences from the private sector’s Business-
type ‘Managerialism’ scholars have identified and termed the new trend in the public sector as
the New Public Management. The identified doctrines of NPM (figure 7) have implications
for strategy, operations and the organisational structure of the public sector.

New Public Management doctrines (Dunleavy and Hood, 1994) seek to establish market
forces in the public sector and a new management style and strategy. To achieve competition
the public sector needs to create markets for their services. This is a basic component of the
market-oriented reform of public sector. Pseudo markets can be created at least to make an
internal market between government units. The disaggregation of public sector units creates
a possibility to expose individual services for market competition, since units providing
services are formed around a single service instead of ‘monolithic’ units covering many
services. This division of departments into one unit for each service makes the creation of
internal or real markets possible.
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Private companies can bid for the delivery of services (privatisation) in competition with
disaggregated public sector units, thereby creating efficient and low cost services. With an
exposure of services to market competition, contracts are used to control the delivery of
services from the third party provider. These contracts ensure the correct delivery of services
with measurable results, and create the possibility to change service providers if new and
better competition arises.

The administration of the contracts will be handled by empowered public managers with more
freedom for hiring and rewards. This empowerment is based on the ‘managerialism’ of
private sector innovations, where managers are given more freedom from procedures.
Freedom for the managers to utilize their own discretion requires clear assignment of the
manager’s responsibility. This will give accountability and audits should reinsure the correct
use of public funds.

The empowered managers will operate with explicit standards and measures for output
control based on contractual objectives. The incentive for the management should be rewards
and more resources allocated for measured performance (good results). Incentives are meant
to give a focus on discipline and resource frugality. Examples could be bonuses based on
budget savings in the fiscal year.

The result of the establishment of market forces and new management practices might be a
new structure where public sector units and private companies compete for service delivery
contracts, and public managers use their discretion, prompted by the promise of incentives, to
choose the most efficient service offered. This end result could result in the municipality
becoming a sort of holding company, ordering services from third parties.
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Critique

There have been many critics of the New Public Management since its emergence. NPM
touches many aspects of public life and this might be the reason for the wide variety of
complaints. For an elaborate discussion of four main critiques and replies to these four
critiques, see Dunleavy and Hood (1994).

From the definition we see that a common denominator for NPM reform seems to be the
aspiration towards private sector practices. Since the New Public Management is just a
summary description of reorganisation efforts, there exists not just one, but many forms of
public reorganisation efforts all of which are labelled as NPM reforms. Yet the claim has been
that globalisation can prompt different governments to implement the same solutions (Lynn,
1998). This theory of convergence of reforms (or isomorphism) on NPM doctrines has been
contested by those who proclaim the existence of cultural relativism (or determinism),
meaning that the existing culture of a nation dominates the flavour of its reforms (Olsen,
2005).

Some critics have warned that the introduction of market forces and privatization will take
away the state’s control over services. The theory of “hollowing out” implies that with the
outsourcing and dismantling of the bureaucracy, the chain of command, or the flow of
policies from the central government does not reach down to the local administrations
(Auriacombe, 1999).

Another major group of critique follows NPM’s doctrines of management change. The
abolishment of lifetime employment and reduction of union influence as a result of market-
oriented managerialism sparks tensions. A prerequisite in reducing costs in the public sector is
the possibility to remove positions after contracts have been made with service providers. An
issue with the reduction of career security and perks for the public servants is the possible loss
of the long term perspectives of the public administration (Olsen, 2005).

There is a worry that the combination of altered securities for public servants and incentives
based on (fiscal) performance will degenerate the ethical norm of public services, where
corners can be cut after contracts have been signed and that a prioritisation of client groups on
the basis of incentives will lead to the dismantling of egalitarian values.

On the basis of the vast impacts that the New Public Management might have, some scholars
have opted for a rediscovery of the bureaucracy in a post modern setting through the
description of the Neo-Weberian State model (Dreschler, 2005; Olsen, 2005; Pollitt and
Bouckaert, 2004).

2.2.3 The Neo-Weberian State

Debating the notion of a global convergence on the New Public Management model, scholars
have noted a distinctive differences between ‘Anglo-Saxon’ NPM reforms and Central and
Northern European reforms (Olsen, 2005; Dreschler, 2005). Scholars have found no uniform
adoption of NPM reforms; they vary between the two groups of countries. A main difference
seems to be the view of the role of the state, i.e. the state as a manager of contracts, versus the
state as a custodian of equality of law and values and as a facilitator of solutions.
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Definition

No clear definition of the Neo-Weberian State as a term has been given by Pollitt and
Bouckaert (2004) who coined the term and describes its contents. We choose to define the
Neo-Weberian State as public reform with a reaffirmation of Weber’s analysis of the
bureaucracy, but also including a post modern focus on citizen’s needs and wishes, more
participation, ex-post controls and service oriented managers.

Description and origin

Central and Northern European reforms have shown some similar patterns. They have not
fully embraced the NPM doctrines of market forces and full business type management.
Cultural differences, with the view of the state as a custodian rather than a manager, may have
lead to a fundamental different approach to reforms in Central and Northern Europe. Trends
in these national reforms have prompted the definition of the Neo-Weberian state model
(figure 8). The term is based on the reaffirmation of elements in Weber’s ideal-type model
with identifiable new elements as described by Pollitt and Bouckaert (2004, p. 99-100).
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Figure 8: The Neo-Weberian state model (adapted from Pollitt and Bouckaert, 2004)
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The Neo-Weberian state model reaffirms some of the elements from Weber’s ideal model. A
fundamental element is the role of the state as facilitator of solutions to problems facing the
nation, as opposed the view that competing public service providers should deliver solutions
to meet globalisation, technological change and environmental threats. The state apparatus
requires the legitimating force of the representative democracy (central, regional and local) to
facilitate durable solutions, since it is foremost through the representative democracy that the
will of the people is facilitated.
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Modernised administrative law will continue to preserve the principles of the citizen-state
relationship, meaning equality of law, legal security and the possibility to scrutinize public
case processing. These reaffirmations of elements from Weber’s ideal model preserve the idea
of a distinctive public service, with its own culture, status, terms and conditions. A distinct
public service contrary to a diffusion of private business practices.

Aside from the reaffirmation of Weberian ideals, NWS includes identifiable new elements
such as a shift towards customer- or citizen orientation. This orientation is not achieved
through the use of market mechanisms (competition and contracts), but rather through the
creation of a professional culture of quality and service. Professional managers should be
encouraged to be more than merely an expert in the laws pertaining to his or her sphere; they
should also excel in meeting the needs of the citizen. Another result of an emphasis on citizen
orientation is to supplement to the representative democracy. Citizen views can be directly
represented or consulted when decisions are made, rather than facing a closed representative
democracy. The representative democracy is not replaced but adapted to become more
flexible in a new context.

The Neo-Weberian state model shows the shift in the balance between ex ante to ex post
controls i.e. a greater orientation to the achievement of results while not abandoning the the
use of ex ante evaluations. A modernization of relevant laws encourages result orientation
rather than just following procedure. This might be seen as contradictory to the emphasis on
administrative law described above. The contradiction occurs if a result orientation is used in
the pursuit of fiscal goals, compromising the equality provided by the procedural correctness
in Weber’s Ideal model. Pollitt and Bouckaert (2004) do not give an answer to this possibility,
although other scholars have seen a problem of balancing result orientation and equality in
services (Olsen 2005).

Critique

The Neo-Weberian State is a fairly new concept with few scholars giving constructive
critique. Even so it is in opposition to the view of the New Public Management as a global
wave of reform, and also to NPM’s basic ideas of competition and privatisation.

2.2.4 Network organisation

The increase in ambition and complexity of public sector responsibilities, have lead to a boost
in the popularity of networks (O’Toole, 1997). Furthermore the introduction of information
technology has resulted in a potential to rethink the way public sector organisations are
structured, as the boundaries of the distance imperative no longer apply to the same extent
(Baldersheim et al., 2003).

Definition

Networks have a wide range of definitions, from simple definitions of collaboration to
complex definitions of collaborative organisational structures. Researchers struggle to give a
clear cut definition of the concept. There are nevertheless two major approaches to network
definitions; networks as a means of collaboration and networks as a co-governance mode
(Kooiman, 2003), essentially meaning an organisational structure to a similar extent as market
and hierarchy based organisational structures.

To ensure a broad applicability of networks we have chosen to use Himmelman’s (1996)
definition of organisational collaboration, which is the “process in which organisations
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exchange information, alter activities, share resources and enhance each others capacity for
mutual benefit and a common purpose by sharing risks, responsibilities and rewards”. This
can be condensed into a definition of networks as a set of organisations working together
towards common goals without creating a new legal body.

Description

Although the definition of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>