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THE NPM AGENDA: BACK TO THE FUTURE

IRVINE LAPSLEY∗

INTRODUCTION

The New Public Management (NPM) has been a major focus of debate in the
public management, public administration and public sector accounting litera-
ture since the expression NPM was first coined by Hood (1991 and 1995). This
paper explores the antecedents of NPM, presents pressures for change, and
examines future prospects for NPM. There are those who seek to predict the
demise of the New Public Management. However, in an age of the global econ-
omy, for many democratically elected governments, their domestic economies
are not controlled by governments because of global economic pressures. In this
world of the global economy, reforming governments will continue to focus on
areas of influence – which is the public sector – and means of making this part
of the economy as efficient and effective as possible, which makes governments
turn to NPM for solutions to public services delivery.

This paper has been described as ‘Back to the Future’, not as a statement that
NPM has not advanced, but in recognition of the phenomenon documented by
Brunsson and Olsen (1993), in which reforms of public sector institutions often
do not take hold as intended by policymakers. This outcome – the unintended
consequence of reforms – is often attributable to the complexity of public service
organisations. Brunsson and Olsen (1993) also observed the manner in which
unsuccessful reforms may reappear (often with different labels). This ‘recurring’
feature of NPM reforms is seen here as a ‘Back to the Future’ phenomenon, a
sense of d́ejà vu on the part of policymakers and innovating public managers.

Given that the NPM phenomenon is multi-faceted, not only in design, but
also in implementation, and in its effects, this paper examines NPM from
multiple perspectives: 1. Management Processes; 2. Mechanisms of Change, and
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Table 1

Dimensions of New Public Management

1. Management Processes 2. Mechanisms of Change 3. Constraints

General Management Structural Reform Audit Society
Entrepreneurship Performance Measurement Professional Boundaries
Transparency and Accountability Incentives and Motivation Social Institutions

3. Constraints (see Table 1). This perspective seeks to evaluate the prospects
for NPM by recognising the significance of management processes in achieving
change, by evaluating key mechanisms deployed in NPM, and constraints on its
implementation.

MANAGEMENT PROCESSES

Management processes are at the heart of the NPM movement. This paper
explains this focus of NPM by discussing three key elements: (1) the introduction
of general managers as single authority figures in complex, multi-professional
environments as agents of change; (2) the advocacy of entrepreneurial thinking
to enhance the effectiveness of public managers as change agents, and (3) the
impact of public accountability on management processes, which entails high
standards of transparency and accountability by public managers, with important
implications for the managers, themselves.

General Management

A distinct feature of NPM systems is the role of the general manager as a single
authority figure. In many ways, this may be seen as a debate from the past which
has been superseded by discussions about topics such as markets for public service
delivery, and more sophisticated forms of performance measurement. However,
it is suggested here that to regard the introduction of general management
as a debate from the past is to neglect the enduring legacy of this initiative.
Indeed, the concept of general management in public services can be seen as
an antecedent for the NPM movement. It is also a phenomenon which may now
be taken for granted, but which, nevertheless, still has difficulties and tensions
around its operation in public services, particularly given the multi-professional
environment of many public services.1

It is interesting to note that countries such as New Zealand and the UK
regarded as high NPM proponents (Hood, 1995) placed an emphasis on the
replacement of old style public administrators with general managers as change
agents. Boston, Martin, Pallot and Walsh (1996) demonstrate how such managers
had pivotal roles in the transformation of the New Zealand public sector. This
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phenomenon can be observed in developments in the 1980s in the UK, before
the expression ‘New Public Management’ was coined, but which are clearly
precursors of the NPM movement. Examples of this in the UK include the
introduction of general management in the NHS (Griffiths, 1983) and the
depiction of the Principal of universities as a CEO (Jarratt, 1985). The general
manager can be seen as instrumental to the effective deployment of NPM ideas.
The underlying assumption of the general manager approach is that of a unitary
organisation, in which goal congruence of all key actors exists (Hardy, 1991). In
this way, conflicts of interests are not accommodated. It is assumed that once
identified, a rational plan can be instituted. This is an important characteristic
of NPM which has, and is likely to continue to, lead to implementation problems
in public management.

This can be seen from the advocacy of general management in the NHS in
the Griffiths Report (Griffiths, 1983) in which recommendations were made for
general managers at all levels of the UK’s NHS, creating a spine of general
management. In the NHS, the concept of general managers was a responsible
individual, regardless of professional discipline, who had overall responsibility
for management’s performance in achieving objectives (Griffiths, 1983 pp. 5–6).
It should be noted that these recommendations were made for a major public
service which had been criticised for delays in decision-making, avoidance of
substantive issues and limited capacity to achieve change. Nevertheless, the
Griffiths report resulted in some nervousness on the part of public policy makers.
The Social Services Committee (1984) recommended that a cautious approach be
taken to the implementation of general management, with the maximum degree
of flexibility, to avoid the creation of mechanistic management hierarchies.

Early studies (see Pollitt et al., 1988) of this phenomenon in health
care demonstrated the tensions and difficulties of shifting from a consensus
management model in health care management to a unitary manager as
an authority figure, particularly because of the difficulties of integration of
different professional groupings (discussed further below in the subsection
headed Professional Boundaries). These issues predate the coining of NPM, but
continue to be debated. Most recently, Carney (2006) reports on empirical
research in health care management which stresses the values of the consensus
management model in health care, especially as a means of accommodating
different interests and building shared values across different constituencies:
the single authority figure of the general manager in a command and control
mode is depicted as limited and limiting in scope. The implied rationality of
the general management approach typifies what has come to be regarded as a
crucial component of NPM.

However, public sector organisations may be depicted as complex or ‘poly-
phonic’ (Andersen, 2003; and Kornberger et al., 2006) organisations. In such
organisations, the implementation of general management may be a form of
reduction from the complexities of such organisations. This reductionism fails
to capture the subtleties of public management, but the very act of reduction is
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essential for NPM. One distinct consequence of the implementation of general
management in NPM is a conflict – a collision with the values of professional
cadres (see Proposition 8). This leads to the following proposition:

Proposition 1: The collision of values between general management and
professional cadres will continue for the foreseeable future.

Entrepreneurship

The second attribute of management processes discussed here is what NPM
advocates have referred to as the entrepreneurial spirit. Most notably, Osborne
and Gaebler (1993) see entrepreneurialism in the management of public
services, as a means of reinventing government. The rationale of this perspective
from Osborne and Gaebler is that entrepreneurship is fundamentally about the
use of resources in new ways to enhance efficiency and effectiveness, whether
in the private, public or third sectors. Osborne and Gaebler are firmly of the
view that entrepreneurial behaviour should not be confined to private sector
enterprises and they document numerous examples of this in the US. These
include more ‘customer-driven’ public services, such as public school boards,
motor vehicle licence renewal, parks and recreation departments (Osborne and
Gaebler, 1993, pp. 170–71), and a results-orientation, such as state governments
and the US Defence Departments use of outcome-orientated budgets (Osborne
and Gaebler, 1993, pp. 161–65).

However, advocates of public entrepreneurship recognise that there are
tensions between the fundamental attributes of entrepreneurs and public
administrators. Most notably the advocacy of entrepreneurial behaviour on
the part of public employees has the capacity to result in ‘risky behaviour’
(Bellone and Goerl, 1992). This risky behaviour in public service organisations
can place their activities at risk in new developments. Indeed, entrepreneurial
behaviour may result in strategic opportunism which is inconsistent with existing
carefully articulated strategies. This attribute of public entrepreneurship may
be exacerbated by other facets of entrepreneurial behaviour, notably the desire
on the part of entrepreneurs for autonomy, the development of personal (rather
than corporate) visions of the future and secrecy (Bellone and Goerl, 1992).

Bellone and Goerl (1992) suggest that these difficulties of public entrepreneur-
ship may be alleviated by a ‘civic-regarding’ entrepreneurship, in which citizens
have an active role in policy formulation. There is scepticism over the feasibility
of achieving a ‘civic-regarding entrepreneurship’, particularly over hidden values
implicit in the entrepreneurial model. Indeed, it has been suggested that the
entrepreneurial model places a ‘heavy reliance on domination and coercion, a
preference for revolutionary change (regardless of circumstances) and a disre-
spect of tradition’ (Terry, 1993). The Terry critique of public entrepreneurship
was rebutted by Bellone and Goerl (1993). In the views of Bellone and Goerl
(1993), there is an essential tension between entrepreneurial and democratic
values.
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However, in Bellone and Goerl’s view, the fiscal crises and challenges of
government institutions place the need for entrepreneurial management – in the
sense of creative and innovative ways of providing public services – at the centre
of public sector management. This perspective has proponents who continue
to advocate social entrepreneurship as the means of addressing the difficulties
(inflexibility, unresponsiveness) of government bureaucracy, often with a mis-
sionary zeal (Schweiger Berg, 2006), but social entrepreneurship is also seen as
a potentially fruitful policy option by serious academic researchers (Mair et al.,
2006). Indeed, there is pressure for accountants with entrepreneurial attributes
and motivations to be deployed in the public sector (Lapsley and Oldfield, 2001).
All of these pressures for ‘entrepreneurial’ behaviour may contribute to tensions
between the traditional missions of public service employees and the need to be
‘entrepreneurial’.

This leads to the following proposition:

Proposition 2: There will be continuing advocacy of entrepreneurial behaviour
– this will clash with the Audit Society (see Proposition 7) and create tensions
in NPM.

Transparency and Accountability

Much of the ideas of NPM are focused on results, outcomes and accountability
for these results (Hood, 1991). The competing pressures for change intensify
the need to achieve successful outcomes. In particular, proponents of NPM
advance the case for greater transparency in public finances to facilitate scrutiny
of expenditure plans. Hood (1996, p.155) elaborates the case as follows:

budgets are becoming more ‘transparent’ in accounting terms, attributing costs to
outputs and measuring outputs by qualitative performance indicators.

Transparency per se is depicted as being of intrinsic value in public policy (Shah,
Murphy and McIntosh, 2003). Indeed, Hood (2006) describes ‘transparency’
in public affairs as attaining a quasi-religious significance. Now, the pressures
for transparency have also assumed an international significance (Gomez,
Friedman and Shapiro, 2004). The particular emphasis on transparency is seen
as promoting public accountability (Koppell, 2005). However, there are multiple
interpretations as to what constitutes ‘transparency’and what it seeks to achieve,
including issues of legitimacy and trust (Heald, 2005). Interestingly, in terms of
public sector accounting, the explicit adoption of ‘transparency’ as a desirable
attribute of governmental information is traced to a landmark document in 1987
of the reforming New Zealand government (Hood, 2006).

Furthermore, transparency in public affairs has a ‘goldfish bowl’ effect. All
aspects of results and their antecedents in public organisations are under intense
public scrutiny. Most of these pressures will fall on individual NPM managers.
To make this successful, there is a need for a discourse of love (Mouritsen et al.,
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2005) between the employee and the management of public sector organisations.
This is explained by Andersen and Born (2001, cited in Mouritsen et al., 2005)
as follows:

. . . . . . the employee has to handle the organisation as the significant other . . . . . .

Without other reference that one self, intimacy and love is exchanged between
organisation and employee, and the code of love becomes a competitively functional
equivalence to other possibilities such as those of law, truth or economy.

The above analysis reveals the depth of commitment from individuals to the
organisation and vice-versa. In this way, the ‘duty of care’ that the organisation
has to employees is recognised. And in a related way, the loyalty and dedication
of employees to the organisation is revealed.

These relationships have particular significance in the context of NPM, in
which individual agents (as managers) are critical to the transformation of public
services (Osborne and Gaebler, 1993). Indeed, Mouritsen et al. (2005) see this
discourse of love as a precursor of a discourse of entrepreneurship with managers
to transform public organisations. This is in a context of ‘transparency’ or the
enhanced ability of principals (e.g., governments) to monitor the actions of their
agents (individual managers) and ensure the attainment of objectives (Jones and
Thompson, 1999; and Prat, 2006).

Specifically:

Proposition 3: The burden of expectation on public managers will become
too great – they will all need care, consideration, ‘love’, to continue to operate
effectively.

MECHANISMS OF CHANGE

In this section of this paper, we address the implications of three different mech-
anisms of change: (1) structural reform, which is depicted as the reform of first
resort of policymakers; (2) the use of financial incentives to motivate key actors in
change management in public services, and (3) the development and deployment
of performance indicators as a key element of NPM implementation.

Structural Reform

Within the NPM movement, there has been something of a preoccupation with
structures and structural change.2 By structures, this discussion means not only
the nature of organisational forms, but also the context in which organisations
operate, including mechanisms of central government for resource allocation
and/or the monitoring of activities of public sector organisations.

This thinking implies that the ‘right’ structure is essential for NPM to flourish.
However, the experiences of such structural changes are disappointing. The aims
of policymakers are often frustrated by the inability of new structures to achieve
desired aims. There may be many reasons for such failures, but it is suggested
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here that it is unrealistic to expect structural reforms alone to transform the
efficiency and effectiveness of public sector organisations because processes of
service delivery are equally, if not more, important than structures. However, the
failure of structures does not deter reformers (see Brunsson, 1992; and Brunsson
and Olsen, 1993). Indeed, for policymakers ‘structural change’ represents the
policy of first resort. The temptation for policymakers makes it easy to see
why. Structural changes can be devised relatively rapidly. The announcement
of such changes attracts headlines in the media – a signal to the electorate that
something is happening. However, unless designed with considerable skill and
aligned to both processes of service delivery and impact on service outcomes,
structural change alone will not avoid failure.

Part of this focus on structural change is around the creation of market-
like structures. Ferlie, Pettigrew, Ashburner and Fitzgerald (1996) document a
whole series of structural changes of varying significance and scope, which were
implemented in the 1980s and early 1990s in the UK, as part of an NPM study.
One of the most important manifestations was the establishment of the internal
market or quasi-market in the UK’s National Health Service (NHS) (DoH, 1989)
in 1991.

It is important to note that this particular manifestation of structural change
was the latest in a series of such reforms which had failed. This started with
the abandonment of Regional Hospital Boards (too local) in the 1970s and
their replacement by a three tier – Regional/Area/District – health authority
structure (more national co-ordination) which was subsequently amended by
the deletion of Area Health Authorities (too many tiers); the reduction in the
number of Regional Health Authorities (to establish a national executive); the
abandonment of Districts (in favour of Hospital Trusts (which were to be more
responsive to patients); the abandonment of Regional Health Authorities; the
replacement of Hospital Trusts by Foundation Hospitals (which were to be even
more responsive to the needs of patients) (see Webster, 1998, for an overview of
the history of the UK’s NHS).

All of the above changes have the hallmark of the superficial attraction
of a high profile structural change which failed to work and was replaced by
yet another structural, high profile change. The internal market was criticised
fiercely as creating a two-tier service in which the patients of GP fundholders
received faster, better service than the patients of GPs who were not budget
holders, and which was counter to the fundamental aim of equality of access to
health care in the NHS (Lapsley, 1993).3

Indeed, despite pronouncements to the contrary, and declarations that the
internal market would be abolished, the incoming ‘New’ Labour government
of 1997 retained key features of the internal market, notably the ‘pur-
chaser/provider split’ (DoH, 1997). Indeed, policy advisers to the UK government
have stressed the merits of building on the purchaser/provider distinction with
the explicit aim of having enhanced patient choice as a fundamental element of
the most recent NHS reforms (Stevens, 2004). This is an interesting example
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of how reforms continue, and particularly structural reforms, but perhaps in
slightly different guises (Brunsson, 1992), i.e. ‘reforms lead to more reforms’.

Hood (1991 and 1995) stressed the focus on decentralisation or pushing
responsibilities down the line, as a key component of NPM. A further major
feature of the structural changes within the UK public sector has been
described as the drive to downsize and decentralise (see Ferlie et al., 1996). The
decentralisation policy has resulted in the creation of accountable units, more
businesslike entities. In the UK, this has included ‘Next Steps’ agencies which
were formerly part of central government departments, the creation of hospital
trusts in the NHS and the establishment of Direct Service Organisations in local
government. However, this aspect of structural change is not a straightforward
process. An interesting example of this was the establishment of the Child
Support Agency (CSA) in 1993. The CSA was established to pursue parents
who have left their families and failed to provide financial support for their
families as directed by legal judgements. The CSA was restructured in 2003.
That restructuring has been described as an expensive failure (NAO, 2006) and
a further restructuring is being called for. Another example, on a wider scale,
is the 2006 report on transforming the public sector by the Scottish Executive
(Scottish Executive, 2006), which was established in 1997 to support the new
Scottish Parliament. The Scottish Executive, which has recently revamped the
NHS in Scotland, is now already seeking a further reorganisation of the structures
of ‘local government and health services’ (Scottish Executive, 2006), as it seeks
to demonstrate that it has delivered effective public services.

As noted above, the attractions of structural change to policy reformers are
simple: they are the easiest reform to design, if not to implement (Brunsson and
Olsen, 1993). This attractive attribute for policymakers and the difficulties
of implementation, with reforms leading to more reforms, making further
structural change likely. Specifically:

Proposition 4: There will be continuing structural change in public services for
the foreseeable future.

In this way, public service structures or frameworks will not settle. The
NPM has a predisposition to decentralise, but this is not sufficient to ensure
permanency.

Performance Measurement

Quantification is at the heart of NPM (Hood, 1991). The shift of focus from
bureaucratic procedures to a managerial emphasis in which results are of
paramount importance has accentuated performance measurement in public
services. This development has attracted considerable publicity, particularly
where there is an evident impact on resources made available or where it
affects service delivery. A classic case of this is the ‘star’ system for hospitals
in England, in which hospitals were rated from zero to three stars, dependent
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on their performance against targets. This information was placed in the public
domain – a device to reward success and shame poorly performing hospitals.
For successful hospitals, one benefit was more autonomy; for poorly performing
hospitals, the management faced the threat of removal.

Bevan and Hood (2006) analysed the ‘performance’of this performance system
and reported examples of data manipulation to achieve targets, although there
were also benefits in terms of responsiveness to patient needs. Despite such
benefits, the star system was abandoned in 2005, after 5 years. This is a high
profile example of a performance measurement system with distinct benefits
and unintended outcomes – including, in this case, its own demise. The major
reasons for the failure of the star system were its inability to grade hospital
performances robustly enough to be captured in a simple four (star) classification
system and the attendant disputes over outcomes. Indeed, it is evident that the
agency established to undertake the star system was itself becoming somewhat
disillusioned with the merits of this system, as evidenced in the writing of Bevan,
a former chairperson of the Commission of Health Improvement (Bevan and
Hood, 2006).

However, somewhat ironically, the four grade star system of measuring the
performance of hospitals in England has been replaced by a new four grade
system (excellent, good, fair or weak) which applies to both service delivery
and use of resources (which is essentially a judgement on the quality of
financial management). The specific inclusion of financial management or use of
resources represents a broader assessment of performance than the ‘star’ system.
The first report from the Health Care Commission (HC 2006) states that more
than half of all NHS trusts in England provide services that are only weak or
fair, and four-fifths fall into the same category for their use of resources. The re-
emergence of health care ratings, after the demise of star ratings, reveals both
the needs of policymakers and managers for objective performance management
information and the difficulties of actually achieving this, and the recurring
nature of NPM reforms (‘back to the future’) (see Brunsson and Olsen, 1993).

The significance of performance measurement in public services can be
seen from two different perspectives, in particular. First, there has been
considerable effort expended on the development of performance measures, by
government, audit and oversight bodies, and by researchers into the development
of performance indicators. Indeed, Johnsen (2005) observes that despite the
continual criticism (even ridicule) of performance measurement, there has been
a proliferation of performance indicators and the emergence of a performance

measurement industry.
A second perspective on public service performance measurement is the

manner in which new techniques, notably benchmarking (Bowerman et al.,
2001) and the Balanced Scorecard (Aidemark, 2001) have been adopted by
public service organisations. However, these techniques do not resolve perfor-
mance measurement dilemmas. Benchmarking, for example, hinges crucially
on comparing different organisations or parts of organisations, but genuine
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comparability can prove elusive (Bowerman et al., 2001). Also, while the
popularity of the Balanced Scorecard is evident, it is not without difficulties.
It does make different components of performance measurement more explicit,
but there are issues over the measurement of components and the nature of
their relationship (Aidemark, 2001).

Modell (2004) depicts these different developments in performance measure-
ment as myths. Modell (2004) sees the initial reliance on quantification (especially
accounting numbers) as a myth, given its lack of demonstrable success. The
current focus on a multi-dimensional approach to performance measurement is
also seen as a myth by Modell (2004). While recognising that the idea of tightly
coupling organisational strategy and performance measures is not new, Modell
(2004) claims that considerable research is necessary to demonstrate the nature
of the ‘new wave’ performance measurement models. For example, there is some
considerable effort directed towards the Balanced Scorecard, specifically. But, in
the absence of detailed empirical support, Modell (2004) sees this as yet another
‘myth’ in performance measurement.

These observations by Modell present a fundamental challenge to practi-
tioners of performance measurement in Johnsen’s ‘performance measurement
industry’. In essence, the ‘mythical’ status accorded to much performance
measurement by Modell alleges that it fails to achieve its purpose. The
difficulties to which Modell alludes can also be assessed indirectly. Lonsdale
(1999), for example, in attempting to assess the impact of a key element of
the performance measurement industry – national auditors – ultimately fails to
do so because of the difficulties over the availability of appropriate measures
of the performance of these oversight bodies. This raises the fundamental
question that, while managers and professionals may benefit from sophisticated
performance systems, the major difficulty of availability of robust measures
inhibits the realisation of this objective.

Despite all of these difficulties and cautionary remarks, given the centrality
of role measurement to NPM, its future importance is assured, even if the
difficulties discussed above continue. Policymakers expect functioning perfor-
mance measurement systems to exist. Therefore, there are two propositions on
performance measurement:

Proposition 5a: Performance measurement will continue to be an area of
heavy emphasis by key NPM players – public service organisations, audit bodies,
governments, researchers, and:

Proposition 5b: The practice of performance measurement will continue to
exhibit dysfunctional and contentious effects which will not be resolved in the
foreseeable future.

Incentives and Motivation

The NPM trend captures quantification and financial dimensions of public
management. The impact of this quantification and results-orientation on public
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management has major implications for incentives and the motivation of staff.
Hood (1995) sees this as a longstanding debate over how public administrators
should be rewarded which can be traced back to the ideas of the German
cameralists of the mid-sixteenth century. Dunsire (1978 and 1990) is cited by
Hood as capturing the essence of the traditional bureaucratic machine, in which
there is ‘collibration’ (Hood, 1995, p. 97) where there is subtle balancing of ad
hoc commands and incompatible behaviour. The relationship between public
administrators and their host bureaucracies and/or other social actors has been
depicted as a bargaining process by Hood (2000). In practice, this concept of
arranging the incentives, rewards and motivations of public managers does not
offer a unique way forward for policy makers. The fundamental issue of principal-
agent relationships is in play (Jones and Thompson, 1999) and the alignment of
incentives (especially financial ones) of agents with the interests of principal is
at the crux of the issue. Thus ‘payment by results’ or ‘performance-related pay’
are seen as mechanisms for achieving that alignment of managers’ action and
the wider interests of the state, as principal.

However, there are limits to the spread of this practice.4 In particular, the
reward systems of many public sector professionals are more closely aligned
to professional values, commitments and ideologies. The incentivisation of
managers through mechanisms such as payment by results will impact on
management professionals, but not the ‘caring professions’. The use of incentives
for the medical profession is a signal for directors to promote their self interest
in making medical decisions, which is counter to the ethos of professionalism,
and many incentives compromise doctors’ obligations to patients (Rodwin, 2004).
Plans to introduce greater financial incentives to stimulate greater activity from
doctors are seen as too limited (Maynard and Bloor, 2004), as misguided (Flint,
2004) and as unworkable (Skilton, 2004).5 The difficulties of this approach in
education have been discussed at length by Cutler and Waine (2004). Indeed,
as the difficulties of managing public enterprises present a significantly more
challenging order of difficulty for managers (Metcalfe, 1993) and there is
evidence of the adverse consequences (short term focus, imprecise measures
of human capital) of payment by results systems in the private sector (Widener,
2006), it should not be a surprise that difficulties are encountered with incentive
systems in the more complex setting of the public sector.

Proposition 6: Continuous use of financial incentives and rewards will result
in dysfunctional consequences for public service employees for the foreseeable
future.

CONSTRAINTS ON NPM IMPLEMENTATION

The NPM project has now existed for two decades or more. However, examples of
implementation difficulties abound. In this section of this paper we explore three
constraints to NPM implementation and the likelihood of their continuation as
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obstacles to NPM: (1) the existence of the audit society which may appear to
be a facilitating factor in the adoption of NPM, but, on closer inspection, may
reduce NPM’s effectiveness; (2) the embedded nature of professional boundaries
in public services is explored as a constraint on management of change, and
(3) the manner in which certain public service organisations behave as social
institutions, in particular, as legitimating organisations rather than adaptors
and enactors of NPM ideas.

The Audit Society

A major challenge for managers of public sector organisations is the need
to make sense of their environment. The impact of audit on management is
a significant phenomenon in the public sector. At first sight, the connection
between ‘management’ and ‘audit’ may seem uni-dimensional: managers act,
and auditors investigate and report on the financial results of these management
actions. However, in his influential book The Audit Society (1997), Michael Power
argues that all aspects of life are increasingly subject to audit, as part of
an inspection society. Power (1997, p. 3) summarises this phenomenon, as
follows:

During the late 1980s and early 1990s, the word ‘audit’ began to be used in Britain
with growing frequency in a wide variety of contexts. In addition to the regulation
of private company accounting by financial audit, practices of environmental audit,
value for money audit, management audit, forensic audit, data audit, intellectual
property audit, medical audit, teaching audit, and technology audit emerged, and, to
varying degrees, acquired a degree of institutional stability and acceptance. Increasing
numbers of individuals and organizations found themselves subject to new or more
intensive accounting and auditing requirements. In short, a growing population of
‘auditees’ began to experience a wave of formalized and detailed checking up on what
they do.

The impact of this phenomenon of the audit society may be so pervasive that it
could alter the uni-dimensional nature of the relationship between management
(actions) and auditors (as verifiers of the financial consequences of management
actions). Specifically, audit, instead of providing an ex post evaluation of financial
transactions, creates an audit framework against which management actions can
be evaluated. In this way, auditing may shape the behaviour of managers, making
them act in a way in which their actions are rendered verifiable by auditors
(Power, 1996).

There is clear evidence of the manifestation of the audit society. In addition to
conventional financial audit, there is a widespread and heavy emphasis on value
for money (VFM) audit within the public sector. This phenomenon manifests
itself in the range of organisations which undertake VFM audits. In the UK, this
includes the National Audit Office, the Audit Commission, Audit Scotland, the
Accounts Commission and professional accounting firms. Also in the UK, there
is a statutory requirement for VFM audits (The National Audit Office Act of
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1983; and the Local Government in Scotland Act of 2003). Indeed, these forms
of audit are penetrating all aspects of organisations, e.g. clinical audit of hospital
work.

All of the above forces combine to create an audit explosion (Power, 1994). This
phenomenon has been criticised as a misinterpretation, or overstatement, of the
influence of audit (Humphrey and Owen, 2000), but, as Power (2000 and 2003)
elaborates, the audit explosion is a convergence of financial and non-financial
audit and inspection practices, often informed by ideas of quality assurance,
rather than simply accounting or financial auditing practices. There is a wider
evidence of this phenomenon (Pollitt et al., 1999). As noted above, the emergence
of the audit explosion is located firmly within the broader framework of New
Public Management by Power (2003, p. 191).

This phenomenon of the audit explosion is not unproblematic. Its implications
operate on a number of levels. Power (2003) identifies outcomes such as the
elevation of audit to a management style, and the elevation of auditors to ‘all-
purpose solution agents’ (op.cit, p. 191), with attendant elaborate compliance
games. In terms of audit practice, it is suggested that VFM-type audits are
increasingly difficult, as VFM auditors move on from straightforward studies
of efficiency of operations (e.g. laundry, catering) to more complex, higher
level activities, often with significant interdependencies, and for which ‘VFM’
is not obvious (Lapsley and Pong, 2000). These particular dimensions of the
audit society may influence the behaviour of the management of public sector
organisations in deleterious ways. The power and influence attributed to audits
(Power, 2003) may distort the behaviour of managers as they seek to be seen
to be discharging their duties, appropriately. The lack of objective measures
of performance for novel areas of audit investigation (Lapsley and Pong, 2000)
attenuates the auditability of the management function, with likely attendant
defensive behaviour by managers of public sector organisations. One particular
side effect of such an outcome could be the adoption of a ‘tick box’ attitude on
the part of managers in seeking to achieve compliance with audit templates.
It is reasonable to expect, therefore, that the practice of NPM will continue to
assume an audit mentality in the future, specifically:

Propositon 7: Managers of public services will increasingly seek to make their
actions auditable, verifiable.

Professional Boundaries

A distinctive feature of the public sector is the presence of cadres of strong
professional groupings (Abbott, 1988). This is evident in what has been described
as the clan culture of doctors (Ouchi, 1980; and Bourn and Ezzamel, 1986). There
are also strong professional groupings in universities (Hardy, 1991). Within other
public services, such as social care (Sturges, 1996) and civil servants (Garrett,
1972), there are also distinct professional bonds and groupings. In Abbott’s terms
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(Abbott, 1988), there is no doubt about the existence of professional power, with
an accompanying systemic conservatism, although this differs in intensity across
different professions. The distinctive features of professional activity which give
rise to this power are the ability and the power to define criteria of success
or failure for professional delivery of services, with the attendant powers to
define problems, devise courses of action (‘treatments’) in response to problems,
particularly in a manner which escapes scrutiny from beyond the profession
(Abbott, 1988).

Furthermore, these professional groupings have a distinct ethos which is often
fundamental to the mission of the public service within which they operate. For
example, the identification of doctors with their patients. These attributes of
doctors’ behaviour stem from the processes of socialisation within professions
(the extended education experience of doctors, allied to practice, the oath
taken at graduation, the influence of colleagues, dress codes and norms of
behaviour). Indeed, within the health service, the doctors have been depicted
as part of a ‘dual’ or a ‘shadow’ organisation – in effect, an organisation within
an organisation (Rowbottom, 1973). Also, Dent (1996) observed how hospital
managers sought to share the cloak of clinical legitimacy and this may result in
organisational cultures which cut across national developments in professional
management.

As part of the NPM agenda, public service professions can be seen as a major
obstacle to ‘managerialism’. The discourses of these groups have a professional
language and their own perspective on ethos and missions. As such, they
represent a challenge to managers seeking to change public services. Indeed,
there have been numerous studies of the difficulties of implementing NPM
reforms in the face of opposition from professional groupings. This includes
resistance to clinical budgeting by hospital doctors (Bourn and Ezzamel, 1986;
Packwood et al., 1991; and Preston et al., 1992) and resistance to budgets
within social care (Llewellyn, 1998a and 1998b), and the functioning of academic
managers in universities (Deem, 2004).

Given the robust nature of professions within public services, it is anticipated
that NPM-type developments will continue to have difficulties with strong
opposition from public service professionals. Specifically:

Proposition 8: NPM will not penetrate the activities and actions of well
organised professional groups in public services.

Social Institutions

The complexity of public sector institutions per se and the additional complexity
of the environment in which these organisations operate, particularly in relation
to other public sector bodies (especially oversight or funding agencies) and to
other industries has aroused considerable interest in academe. In particular,
since the seminal contribution to the literature by Meyer and Rowan (1977),
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there have been numerous studies of the legitimating behaviour deployed by
public sector institutions.

Meyer, Scott and Strang (1994) show how the complexity of formal structures
in US education systems reflect the manner in which institutions position
themselves vis-à-vis funding agencies. Meyer (1994) studied the manner in
which institutions for mental health respond to questions and challenges from
their environment to portray themselves as legitimate in their organisation. In
particular, Meyer (1994) points to the manner in which US mental health
organisations are more internally decoupled for reasons of legitimacy, than
systems elsewhere. Mouritsen and Skærbæk (1995) studied the role of accounting
in demonstrating legitimacy at the Royal Danish Theatre. They show how, in
this institution, legitimation has elements of the need to demonstrate rationality
in the management of its affairs (such as its use of accounting) but this is
interwoven with a concern for the sophistication of the population and the need
to contribute to that. Another example of this strand of literature is the Arnaboldi
and Lapsley (2004) study of a non-profit organisation which professed to deploy
modern costing technologies (which were not actually operational) as part of this
institution’s desire to portray itself as modern and rational. Van Helden (2005)
demonstrated the significance of this institutional theory perspective in the
scrutiny of management accounting research in all leading academic accounting
journals.

The implications of these research findings are profound. Behaviour which is
‘sagacious conformity’ (Meyer and Rowan, 1977), may disguise institutional in-
efficiencies. The extent to which this is widespread dictates the non-adaptability
of NPM ideas. This is a distinct emphasis of public services organisations
which differs from the professions (see Proposition 7) and the challenges they
bring to public managers. However, a major feature of this strand of theory is
the recognition that instrumental thinking does not capture the subtleties of
these organisations, the people in them and interactions with the institutional
environment.

Given the resistance of these different facets of public services, the following
proposition is proposed:

Proposition 9: NPM pressures will be circumvented by continued legitimating
behaviour.

CONCLUSION

The New Public Management project forges ahead, despite criticisms of many
aspects of NPM. These criticisms are far-reaching. There is some doubt as to
what NPM is, and if there is a single NPM. There are doubts over key elements
of the NPM, such as the measurement of performance, and the ability of NPM
regimes to incentivise managers. However, despite these cautionary observations
from academic, policy-makers and other commentators, there is no slacking-off
of the project that is NPM.
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Table 2

Propositions on the Future of New Public Management

1. Management Processes

1: The ‘collision of values’ from the general management component of NPM will
continue for the foreseeable future.

2: There will be continuing advocacy of entrepreneurial behaviour – this will clash
with the audit society (see 7).

3: The burden of expectation on public managers will become too great: they will all
need care, consideration, ‘love’, to continue to operate effectively.

2. Mechanisms of Change

4: There will be continuing structural change to public services for the foreseeable
future: structures will never ‘settle’.

5a: Performance Measurement will continue to be an area of heavy emphasis by key
NPM players – public service organisations, audit bodies, governments, researchers.

5b: But we will continue to experience dysfunctional and continuous effects – the public
service performance measurement problem will not be resolved in the future.

6: Continuous use of financial incentives and rewards will result in dysfunctional
consequences for public service employees for the foreseeable future.

3. Constraints

7: The NPM will assume an audit mentality in the future. Managers will increasingly
seek to make their actions auditable, verifiable.

8: NPM will not penetrate the activities and actions of well organised professional
groups in public services.

9: NPM pressures will be circumvented by continued legitimating behaviour.

This paper seeks to plot something of the progress of NPM, but also the
obstacles which hinder its implementation. In this process, the antecedents of
what is called NPM are of importance. This includes the early work in general
management in public services which predates Hood’s coining of the ‘NPM’
phrase (Hood, 1991). The spread of NPM as an audit mechanism is evident. The
manner in which reformers turn to the ‘easy’ option of structural change in the
face of messy process management issues is evident and likely to continue. The
idea of the social entrepreneur is potent and a necessary concept to achieve the
kind of transformation of public services espoused by NPM advocates. However,
the entrenched position of embedded professions in public services, and the
technical difficulties of performance measurement, are major obstacles to the
implementation of NPM and are major incentives to the continuation of the
‘social institutions’, seeking to legitimate behaviour, as depicted by the seminal
contribution of Meyer and Rowan (1977).

Finally, in scrutinising the impact of NPM it is too easy to focus on structures
and processes and lose sight of the fact that public managers are human, with
human frailties. This makes the NPM project most difficult of all to achieve
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in its fullest sense, both because of the difficulties of incentivisation of these
public managers and the pressures to which they are subjected. The NPM is
here to stay. But it is still evolving and developing. The ultimate determinant of
the extent which public administration will achieve, and will succumb to a full
blooded NPM, crucially depends on the human frailties of the NPM managers.

NOTES

1 Anessi-Pessina and Cantu (2006) demonstrate the challenges of implementing the NPM model,
with explicit adoption of general management in the Italian health care system.

2 This observation is not unique to the UK, as the work of Anessi-Pessina and Cantu (2006)
demonstrates for the Italian health service.

3 However, this concept of a market in healthcare has been adopted in other countries
(Kurunmäki, 1999; and Siverbo, 2004), despite the UK experience.

4 In continental Europe, the legal-administrative framework may preclude the adoption of
financial incentive payments for civil servants, which limits the applicability of ideas of
incentivisation to these public service managers. I am indebted to Vicente Pina for this
observation.

5 Indeed, there is evidence that other health care systems (Germany and France) seek to abandon
fee-for-service payments because of their cost (Busse, 2004).
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