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1Z  Evaluating public management reforms

are actually adopted are accurate reflections of the theoretical principles.
Third, are the reforms put into practice? Even if the reforms are theoretic-
ally appropriate, there may be a substantial gap between the policy that s

formulated and the policy that is implemented. Finally, are the effects of

reform consistent with theoretical expectations? This last question raises a
host of methodological issues concerning the establishment of cause and
effect. We show that the severity of this “attribution problem’ varies with
the way that a reform is designed and put into practice.

In Chapters 4-6 we apply this framework to public management reforms
in health, education and housing in the UK. Each chapter follows a com-
mon format. First, to what extent have changes occurred in the extent of
competition, the number and quality of performance indicators, and the
size of service delivery organizations? In other words, has reform actually
occurred, and is it in the direction prescribed by public choice theory?
How different are the ‘pre-reform’ and ‘post-reform’ strucrures and pro-
cesses? Second, what have the consequences been for efficiency, respon-
siveness and equity? How have these variables changed? Are the changes
in the direction predicted by public choice theory? To what extent can
better or worse performance be attributed to changes in market structure,
performance reporting or organizational size?

In Chapter 7, general conclusions are drawn from the analysis of reforms
in health, education and housing. What are the problems of establishing
the extent and impact of public management reforms, and what are the
prospects for solving these problems? Have the reforms been a success or
a failure, and is public choice theory a suitable basis for redesigning the
public sector? Under what circumstances are public choice prescriptions
likely to succeed or fail?

In a sense, this book is a series of case studies on three levels, First, it is
a case study of a particular theoretical perspective on the need for public
management reform. An investigation of alternative theoretical perspectives
might yield different evidence and conclusions. Second, it contains case
studies of three specific types of reform. Again, different reforms might
produce different signals about success or failure, Third, there are three
case studies of parts of the public sector in the UK. It is conceivable that
marketization, performance indicators and changes in organizational scale
have had different consequences in other areas of service provision and jn
other countries, For all these reasons, our conclusions cannot be sweeping
or comprehensive. Nevertheless, our evaluative framework does provide a
firm basis for judging whether the reforms have worked as expected, and
for assessing the potential impact of such reforms in the future.

Criteria of evaluation

The current Labour government in the UK claims to be open-minded
about methods of providing public services. Traditional dogma has, so we
are told, given way to the ‘modern’ maxim that ‘what counts is what
woarks’ (Davies et al. 2000; Newman 2001). But does this mantra, in itself,
provide a clear basis for judging different approaches to the management
of public services, or is it all style and no substance? An answer to the
apparently simple question whether a reform has worked turns out 8._&
very complex. This question comprises numerous sub-questions, all of which
raise thorny conceptual and empirical issues. For example, what criteria
should be used to evaluate reforms? What information is required to apply
these criteria? What counts as ‘good evidence’ on the impact of a reform?
What methods can be used to disentangle the separate impact of a reform

“from other influences on its intended consequences?

In this chapter and the next we develop a set of principles for evalnating
the consequences of public management reforms. In the present chapter we
identify criteria for evaluating reforms. Here we explore the meaning of
public choice theorists™ preferred measures of policy impact: efficiency and
responsiveness, We also analyse different interpretations of the ‘missing’
criterion identified by critics of public choice theory: the equity or fairness

of public service provision. .
In Chapter 3 we consider fundamental questions that are seldom given

¢ much attention in the literature on public management reforms. Did reform

actually take place? How different were the arrangements for public services
before and after the supposed reform? Even if radical reforms were adopted,
to what extent were they actually implemented? If only minor changes
occur in the design of public services, and if even these are implemented
only in part, then there is little reason to expect significant shifts in efficiency,
responsiveness and equity. Politicians and their officials may have an interest
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¥4  Evaluating public management reforms

public choice theorists? An answer to this question requires a broadening
of focus to ‘extrinsic’ as well as intrinsic evaluative criteria. Yet, this wider
perspective must not become a loss of focus: in principle, a long ‘shopping
list” of extrinsic criteria could be added to the intrinsic criteria of efficiency
and responsiveness, In order to retain the emphasis on theory-driven evalu-
ation, and to make the task manageable, it is essential to consider only those
unintended outcomes which themselves have a strong theoretical basis.
The most sustained and coherent critique of public choice reforms is that
they have an adverse effect on the equity of public service provision (e.g.
Self 1993; Udebn 1996). We have, therefore, added this extrinsic evaluat-
ive criterion to the two intrinsic criteria of efficiency and responsiveness,
and now proceed to consider each of these yardsticks for the assessment of
public management reform.

Efficiency

The idea that public services can be produced more efficiently has been
widespread since the expansion of the modern state in the early twentieth
century {Downs and Larkey 1986). The distinctive twist added by public
choice theory is that public organizations are #berently and massively
inefficient. The root problem is regarded as the monopoly power of public
officials. Niskanen (1971) argues that the cost of services in a monopolistic
public market is up’ to fwice as high as in a competitive market. The trio
of public choice refotms (more competition, smaller organizations, more
performance information) is intended to reduce if not remove the supposed
existence of this chronic waste.

But what is the meaning of ‘efficiency’, and how can it be measured?
Heonomists nsually distinguish between two concepts of efficiency { Jackson
1982). Technical efficiency is the ratio of service ‘inputs’ {e.g. spending)
to ‘outputs’, which are the goods or services actually produced by an
organization (e.g. new houses built, teaching provided in schools, operations
performed in hospitals), Allocative efficiency is the match between such
outputs and the preferences of the public (e.g. whether the houses built
meet the needs of families who lack suitable accommodation, whether the
teaching reflects the demands of parents and pupils, whether priority is
given to operations for the most urgent medical complaints). This second
definition of efficiency overlaps closely with the concept of responsiveness
as used by public choice theorists. The concept of efficiency will, therefore,
be interpreted in this book in its technical sense. Moreover, this is the
meaning of the term that has become familiar to policy-makers and man-
agers through debates on the ‘three Es’ of economy, efficiency and effect-
iveness (Tomkins 1987),

Measures of technical efficiency usnally focus on ‘unit costs’, which can
be interpreted simply as the financial resources required to produce a “unit’

Criteria of evaluation 17

of service provision. If public choice theorists are correct, and if the reforms

vhich they advocate were adopted and implemented, then unit costs should

fall over time. In other words, there should be a significant difference
between the unit costs of public services in the pre-reform and post-reform

periods. This check on whether public choice reforms have worked sounds

~straightforward in principle, but is rather more complicated in practice.
+ - Here we focus simply on the measurement of unit costs — other problems,

such as attribution, are discussed in Chapter 3.

First, which costs are to be included in the calculation? One option is to
focus only on the direct expenditure of the organizations which provide a
service that has been reformed. However, this may neglect the indirect
costs of reform that are borne by other agencies. For example, the intro-
duction of CCT in UK local government in the 1980s was associated with
lower spending on services such as refuse collection that were ‘contracted
out’ to private firms {Boyne 1998a), Yet these expenditure savings were
largely achieved by redundancies amongst former local authority employees.
This had direct consequences for the social security budget (through
payments to the unemployed). It may also have put pressure on the budgets
of the National Health Service and local social services departments (which
tend to deal with problems that are partly associated with lack of income).
Thus lower spending in one part of the public sector can lead to higher
spending elsewhere. A comprehensive assessment of reform should attempt
to take direct and indirect costs into account. More mundanely, but equally
importantly, it is necessary to measure both revenue and capital costs
(because an apparent saving on staff may be accompanied by the need
to purchase new equipment), and to ensure that inflation is taken into
account so that costs are judged on a truly comparable basis before and
after reform. Not adjusting for inflation could result in a reform being
judged a failure (absolute spending has risen) when it has been a success
{real spending bas fallen).

Secand, what counts as a ‘unit’ of service provision? At face value, this
refers to the quantity of the outputs of a public organization (for example,
number of dwellings made fit, number of music Jessons for school pupils,
number of patients treated by general practitioners). However, judgements
about the consequences of reform also need to consider guality, which
refers to the standard of service provided (Walsh 1991; Reeves and Bednar
1994). Relevant questions for the services cited above would include: what
facilities {e.g. double glazing, central heating) the newly renovated dwellings
had; what range of music was taught, and on how many instruments; and
whether patients were treated with appropriate respect and courtesy by
their doctors. All these issues imply that the definition of efficiency that
was given above needs to be reformnlated more precisely. In particular,
measures of efficiency should capture the ‘cost per unit of comstamt
quality’. Efficiency, in other words, comprises not two but three variables:
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20 Evaluating public management reforms

In order to judge whether public management reforms have led to more
or less responsiveness, it is necessary to address two main questions. First,
in swhat respects should public services be responsive? High responsiveness

implies that members of the public are happy with public services — but -
happy with which aspects of them? It would, in principle, be possible to .

take ‘consumer satisfaction’ as a proxy for responsiveness — bur satisfaction
with what? Second, to whom should public officials be responsive when
making decisions about the design and delivery of services? The public can
be divided into a variety of ‘stakeholders’. Should all of these potential
stakeholders be given equal weight?

The activities and achievements of public organizations can be divided
into a variety of categories (Boyne and Law 1991; Boyne 1997a), These
typically fall into three broad headings: inputs to services (such as expend-
iture, staffing and equipment); outputs of services {(such as quantity and
quality, which in turn can be divided into the speed and accessibility of
service delivery); and owmtcomes which relate to whether formal objectives
are achieved (e.g. whether school pupils pass exams, whether houses are
renovated) and whether any positive or negative side-effects occur {e.g. job
creation as a result of house renovation programmes). Public organiza-
tions can also be judged on their probity (e.g. whether money is spent for
legitimate purposes, whether any of it has been diverted for frandulent use
by politicians and officials). Furthermore, some of the activities and achieve-
ments can be combined to form important performance ratios {e.g. efficiency
is the ratio of ountputs to inputs, and cost-effectiveness is the ratio of out-
comes to inputs, otherwise known as ‘value for money’).

Public choice theorists have emphasized responsiveness to public demands
concerning a restricted subset of these dimensions of organizational per-
formance. In particular, they have focused narrowly on expenditure inputs
and technical efficiency. Their obsession with these financial aspects of
responsiveness is based on their belief that the public sector is bloated,
spendthrift and profligate in its use of resources. Perhaps they assume that
if these problems are solved then responsiveness on the remaining dimen-
sions of performance will also improve. However, this line of argument is,
at best, implicit in public choice thinking. A more plausible interpretation
is that wider aspects of responsiveness have simply been ignored by public
choice theorists. Even if citizens are happy with expenditure and efficiency,
this does not guarantee that their preferences are fully reflected in all
aspects of public services. It is, therefore, important to expand the intrinsic
evaluative criterion of responsiveness to include not only expenditure and
efficiency but also outpurs, outcomes, probity and cost-effectiveness.

Another problem with public choice theory is that it is unclear to whom
bureaucrats should be responsive. Whose demands are to be refiected in
the pattern of public services? Are all demands to be treated equally and
met in full? Classical public choice arguments on bureancracy make little
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| y nmmnm.mmnm to these issues (e.g. Tullock 1965; Downs 1967; Niskanen Hm.ﬂ:.
“No# hias more contemporary work in the field addressed such questions

see recent volumes of the ‘house journal’ of the movement, Public Choice).
mp ovéttents in responsiveness are regarded as urgent, but the intended
neficiaries of this improvement in performance are shadowy figures. .

~ An alterniative strand in public choice theory sheds some light on this

“issue. This is the literature on the behaviour of political parties rather than
“bireaucrats. According to Downs (1957), the ideal political system would
“be like a highly competitive economic market. In a contest between two

major political parties, each “firm” would seek to maximize its mvmnm of .Hro
vote by appealing to the ‘median voter” in the middle of the ideological
range. Thus, in a hypothetical electorate with 99 voters, a government
should try to match its policies with the preferences of voter zEd_umm 50 in
the distribution (an equal number of 49 voters are to the left and right of
this position). Any other position can be defeated by an opposition party
that successfully targets the median voter. .

If this argument is carried over to the behaviour of public ommn_&m who
design and deliver services, then their objective should also be responsiveness
to the median voter. However, this is unsatisfactory for a number of reasons.
First, it implies that public services are delivered in an undifferentiated and

. ‘Fordist’ manner: anyone can have any service that he or she wants, pro-

vided that it is the service demanded by the median voter. Even perfecr
responsiveness to the demands of the median voter smoz_n_ _n.m:a most
people to the left and right of this position deeply unsatisfied with public
services. Second, the ‘party competition’ view of responsiveness mo.nﬁ.mnm
exclusively on the electorate, but this is a subgroup of the adult population
(indeed, only around 60 per cent of the registered m_nnnoH.mS actually voted
in the 2001 general election in the UK). Thus the median voter and the
median citizen may differ significantly in their preferences. Third, Em Downs
(1957) model of responsive parties deals with policy on a single dimension,
isually taxation or expenditure (see Hoffman 1977; Boyne me.i. E.oﬁ?
ever, as noted above, responsiveness can vary over numerous dimensions
that also include service outputs and outcomes. The distribution of voter
preferences may differ between these, so that there are as many ‘median
voters’ as there are dimensions of responsiveness (Mueller 1989). In mro?
if the public choice answer to the question .nnmwo:m?m:mmw. to S.romd. is
‘tesponsiveness to the median voter’, then this is an impractical and inap-
propriate basis for evaluating public management reforms.

An alternative approach is to divide the public into a <mnwm3~ of stakeholder
groups, and to judge the level of responsiveness to their diverse _.uﬁmm.wm:nmm
(Boschken 1994}. These groups include direct service users and their rep-
resentatives {e.g. parents of pupils at school, carers for senile _..a_m:.qmm
who require medical treatment), members of the public ér.o use services
indirectly (e.g. employers who recruit school leavers to their workforce),
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24 Evaluating public management reforms

normally used in the public sector is ‘need’ (Doyal and Gough 1991). Thus

the most important criterion of equity for judging public management
reforms is not ‘do people get what they pay for?’> but ‘do they get what
they need?’

An evaluation of equity requires answers to two questions that have -
been debated widely in the social policy literature. First, which aspects of

public services are to be provided equitably? For example, should equity
be judged against the expenditure inputs offered to different groups, or
against service outputs? Second, what are the relevant groups in society
who are to be treated equitably? If different segments of the popularion
have different needs, then equity requires that services should be allocated
in proportion to these needs.

Le Grand {1982) has developed a widely cited conceptual framework
that seeks to answer the first of these questions — see also Powell {1995)
for a critique of the framework. Le Grand argues that the fairness of
public services can be judged in the following five ways:

1 Spending, Criticisms are frequently voiced that the distribution of public
expenditure between different people and geographical areas is unfair
{Boyne and Towell 1991). A problem with spending measures is that
efficiency varies across public organizations, so equity in spending may
not lead to equity in outputs. Furthermore, spending may vary across areas
because of differences in labour costs (for example, public sector salaries
are higher in London than in the North of England). Thus spending is a
weak criterion of equity.

2 Use. Different groups may use the same service to varying degrees through
choice. Thus perfect equity in use could only be achieved by enforcing
consumption in proportion to need. This infringement of individual
liberty is likely, in a democratic society, to be regarded as too high a
price for the achievement of equity in use. Yet, equal use for equal need
remains a reasonable objective, even if it can never be perfectly atrained.
Thus if public choice reforms lead to less equitable use, they can be viewed
as unsuccessful.

3 Access. This is partly a question of the physical proximity of services
(e.g. how far patients have to travel to a hospital) and partly a question
of ‘opening hours’ (¢.g. whether outpatient clinics are held at convenient
times). Le Grand (1982: 15) argues that ‘the requirement that all indi-
viduals should have equal access to a service can most easily be inter-
preted as implying that the costs to all individuals of using that service
(per unit) should be equal’. Again, fair access is not much help in achiev-
ing equity for service users if the distribution of output ¢uantity and
quality is unfair (hospitals that are equally spread in relation to popula-
tion and ‘open all hours’ may meet the standard of fair access, but still
provide services that do not reflect different needs in different locations).

Criteria of evaluation 25

Nevertheless, if a public management reform leads to less equitable access

i-this can be regarded as a negative result,

Qutcome, This is analogous in some ways to the concept of effectiveness

hat Ywas discussed earlier in this chapter. Le Grand (1982: 15) argues

thil *piecisely what is meant by outcome will vary from service to service.
or hiealth care it could be an individual’s state of health; for education,
the bundle of skills with which an individual emerges from the education

- systeny, . . . for housing the conditions of individuals’ dwellings.” Thus

outcomes in this sense refer to whether various ‘end states’ (e.g. better

health) have been achieved. Average improvements across the population
as a whole are probably consistent with more responsiveness (people
want to be more healthy), but do not logically entail more equity. Rather

it is the distribution of service outcomes that counts. The snccess of a

health reform on this criterion can be assessed by whether the distributions

of morbidity and mortality become more equal. This does, of course,
open up the perverse possibility that success would be achieved if other-
wise healthy people became more ill and died earlier. Greater equity, in
other words, can imply the redistribution of death as much as the pro-

. motion of health, ‘

S Final income. This refers to the combined value of all material resources
at the disposal of different groups in society. According to Le Grand
(1982: 14), this criterion of equity implies that ‘services should be alloc-
ated in such a way as to favour the poor, so that their “final incomes”
{roughly private money income plus the value of any public subsidy

- teceived in cash or kind) are brought more into line with those of the
rich’. Thus any public management reform that results in a lower share
of services for poor households can be categorized as a failure on this

.criterion of equity. This, again, could lead to the apparently perverse
outcome that economic decline accompanied by redistribution to the
poor would count as success. However, for people who regard the “final
income’ criterion as paramount, this is presumably a price worth paying.

In sum, four of Le Grand’s (1982) criteria of equity seem relevant to the
evalvation of public management reforms: use, access, outcomes and final
incomes. Public choice reforms are widely helieved to have negative conse-

-‘quences for these variables (Cutler and Waine 1997). For example, more
* ‘competition between service providers is claimed to lead to the neglect of
“difficult’ but especially needy patients and pupils; performance indicators
- for schools and the ‘league tables’ associated with them are believed to
. have created an increase in the exclusion of disruptive pupils (and thereby
- less equity in service usel; and smaller organizations supposedly find it
- more difficult to switch resources between prosperous and needy clients.
. To some extent, such arguments may be based on an inappropriate point
=" of comparison: the post-reform level of equity is not compared with the
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