CUTS AND REFORMS — PUBLIC SERVICES AS WE MOVE INTO A NEW
ERA

Christopher Pollitt

Institutional details

Christopher Pollitt

BOF/ZAP Research Professor of Public Management
Public Management Institute

Katholieke Universiteit Leuven

Christopher.Pollitt@soc.kuleuven.be

[IIAS PORTAL PAPER]

PLEASE DO NOT EXTRACT FROM THIS PAPER WITHOUT FOLOATION
AND ACKNOWLEDGEMENT. AND DO NOT REPRODUCE WITHABIE
AUTHOR’S SPECIFIC PERMISSION



CUTS AND REFORMS - PUBLIC SERVICES AS WE MOVE INTONEW ERA
1. Introduction

The global economic downturn has plunged most eceasméand their governments
into a new era — one of public spending cutbackisaarsterity. Yet at the same time
the pressures for reform and improvement are reothem they were before — indeed,
there are reasons to believe that these pressagb@&some even more intense. In
this paper | will offer a brief overview of how thcollision between the demands for
cutbacks and the demands for better services nayeesvl chose my verb carefully
here — that the collision can besolvedis far from certain, that it wikvolveis
inevitable.

2. The history of the relationship between cutbaod reforms

The first point to make is that the connection leswpublic management reforms
(PMR) and episodes of financial austerity is cieartomplex and variable one. If

we look back at the history of the OECD countrieerdhe past, say, 30 years we can
find several episodes of financial austerity anchynaaves of PMR, but the two are
not necessarily closely connected (see PollittBouackaert, 2004). Sometimes major
reforms occur without any precipitating financiabcs (as with the US National
Performance Review under President Clinton, oréfierms of the second term of the
Blair administration in the UK). But sometimesyraearly originate in such crises
(as did the famous New Zealand reforms of 1984e8the framework/block
budgeting reforms in Finland from 1993). And sames financial crises are
managed with straight ‘cutback management’, buiundamental system reforms.
Indeed, up until now most of the government movegwhave been announced have
been of this type (e.g. freezing civil service wageSpain; hiring freezes in Finland
and elsewhere; selling off public assets in the .UK)

A second point is that the implications of finan@asterity are ambiguous as far as
management reform is concerned. On the one hiamdkies it more difficult,
because reforms cannot be lubricated with new maar&y objectors and recalcitrants
cannot be ‘bought off’ with generous compensatimnsomfortable alternative jobs.
But on the other hand a sense of crisis can madasier to consider radical options
and more fundamental changes than would otherveisergo the agenda of
feasibility. [How long a sense of ‘crisis’ will$&ais, however, another issue, which |
will refer to briefly later on.]

Third, it should be acknowledged at the outset thaking sustained major savings in
public spending is extremely hard to achieve. Hrate are reasons why it may well
have become even more so over the past half cenfirg UK, for example, has
undergone many, many rounds of ‘cuts’, but a sehosdudy indicated that only one
- the so-called Geddes Axe’ in the 1920s - seerhave actually resulted in a
sustained reduction in the level of public spendidgnsire and Hood, 1989). Mrs
Thatcher was famous for the severity of her spanduis yet after six years in power
her central government current spending was hitjtear it had been a decade
previously (Dunsire and Hood, 1989). The curréiasion is one in which fiscal and
political considerations are in serious tensiohe Tiscal logic is to make large cuts.
The political logic is that cuts on this scale both profoundly unpopular (vote



losers) and possibly beyond the limits of politifedsibility, especially for fragile
regimes. The implication is that we may see sooweigments prevaricate, bae
factosettle for higher levels of long term public deftiis is one thing that they
effectively did in the 1980s and 1990s, when avedapbt levels in the OECD rose
very markedly (Castles, 2007). It remains to nsen each country, which logic
will win out. It should perhaps be remembered,thaen within the EU, different
countries have been able to sustain radically whffelevels of national debt over
quite long periods.

3. Why is the public service sector important?

A first, and obvious point is that public servidesm the centre of gravity for
governments, in terms of both expenditure and perslo Social security, health care
and education are the biggest public spending progres in most EU member states,
and in the USA. ‘[E]vidence from studies of tremaght across the OECD make it
clear that the overall trend of social expenditasea percentage of GDP has been
modestly upwards since the early 1980s, and tiodsagimarket pressures have played
a negligible role compared to domestic factorshiapsng cross national spending
differences’ (Castles, 2007, p3). The OECD avemgenditures for 2006 (26
member states), expressed as percentages of GD&6Wleor health, 5.6 for
education and 15.2 for social protection. Thusaberage public spend on these three
areas represented more than a quarter of thereeadonomies (OECD, 2009, p55).
These programmes were also the employers of therityapf public servants,
including many of the most highly qualified and f@ssionalized (doctors, teachers,
nurses etc). In 2005 general government employfoetithe OECD 26 averaged
almost 15% of total employment, with France andNbedic countries topping 20%
(OECD, 2009a, p67)'he much discussed re-modelling of the West Eunopesfare
states over the past three decades, althoughwggriant in several ways, has not
transformed these basic dimensions - althoughuhermt expenditure crisis is again
putting severe pressures on these huge budgetsahtbrces. The implication of

the sheer size of public services is that, whegelauts in public spending are
required, it is extremely probable that this seetitrbe hit. The fact that, according

to Castles detailed analysis, the cuts of the 188dsearly ‘90s came mainly from
core administrative services andt from social spending may well mean tttas

time it is indeed the welfare state that will hawdoear the brunt of the pain.

A second point is both more subtle and more debatd®hetorically, at least, our
governors crave legitimacy, and to this end theytantly tell us that they are going
to be more transparent, accountable, participagiffesient and effective. The public
services are central to this debate, for seveeslaes. They are the most visible and
far-reaching part of the state, as far as mostesi8 are concerned. Few, if any, of us
can manage without, or at least avoid, public ses/ii We must register our births
and deaths, pay our taxes, obey legitimate reqérestspolice officers, educate our
children, seek health care when we need it, armhsdEven in the so-called ‘private’
US health care system more than 40% of the moragygltspent comes from the
public purse.] For many people, whose direct ggem formal ‘politics’ is

negligible, the public services are the primargifdce with government, and
therefore a prime site at which attitudes and @pisiconcerning government are
formed. Citizen disillusionment with the schoos®m or the police is arguably far
more harmful than disillusionment with the partanupolitical leaders of the day.



Following from this, although the evidence is pgtehd somewhat contradictory, a
case can be made to the effect that the principlbve state services are a main
influence on citizen perceptions of government aitmately therefore, on trust and
legitimacy. Being treated fairly and impartially teachers, doctors, nurses, police
officers and social workers is a central compomérihe ‘quality’ of government
(Rothstein and Teorell, 2008). A major study fodimalt the degree of ‘civic
engagement’ (often with local public services) wasbiggest single long-run
influence on citizen trust in government in the U&&ele, 2007, p251).

4. Differences between different countries

Before going any further, it should be acknowledtied, despite the metaphorical
rhetoric that we must all swim together, we areialéy not ‘all in the same boat’. We
may all be at sea in the same storm, yes, but e&areling in different kinds of
vessel. In some countries public management ref@an be formulated and
implemented much more quickly than in others. Gtwmaplexities of the political
process, the legal process and the organizationeéps vary considerably between,
say, Belgium, France, Latvia, Italy, and the UKIs&the depth and precise nature of
the crisis varies considerably between these ciasntiFor example, the prominence
of the banking and housing sectors, and the anufufiscal space’ varies
extensively between the economies of different Menstates (European
Commission, 2009). So once one gets down to aug} & detail both the level of
challenge and the capacity for certain types afrrefdiffer from country A to

country B.

Thus, while international discussion is potentiaiyuable, it is also necessary that
each government conducts its own detailed diagnpsignosis and assessment of its
self-reform capacity. General ideas can profitdddyshared, as can some tricks of the
reform trade. But there is no single solution fitatall circumstances, waiting out
there to be just plugged in. Each government alheauntry needs to find its own
mixture, and to shape and communicate its ownegyat

5. A spectrum of strategies: from cheese sliciiagedficiency savings to strategic
prioritization

One basic distinction is between cheese-slicingaggines (“everyone must cut back
by 5%”) and more prioritized approaches (“we watluce programmes X and Y
because they are not very effective, but increasgramme Z because it is effective
and is a high political priority”). Both can leéml management reforms, but in
different ways. With cheese slicing operationahagers and professional service
deliverers are obliged to find ways of reducingrthbedgets by the 3% or 5% or
whatever the decrement is determined to be. Basetheform adoptions are
somewhat decentralized, and the central authoatesot themselves choosing either
which services are going to be winners and whiskt®e or exactly what types of
reform are to be implemented.

Cheese-slicing approaches are common, but haverelegively little researched.
One interesting recent piece of work suggests-tfeated with a sudden percentage
budget reduction — local managers can be rathgtalola in protecting core activities
and top priorities through a variety of tactics {(#feand O’Toole, 2009). The authors



stress, however, that their research only appbi¢sd short run, and that some of the
actions taken would become more damaging/lessisabta if (as seems to be the
case now) the cuts continue over a number of yeaugthermore, the sample of

organizations used in this investigation were @tiomls — highly professionalized and
rather stable entities.

In between the two poles of cheese slicing andegfi@prioritization come strategies
that attempt to make efficiency savings. Each aggn has its own advantages and
disadvantages, see e.g. Table 1:

APPROACH | ADVANTAGES DISADVANTAGES
Cheese Sounds egalitarian (“everyone| Programme specialists may make
slicing must meet his share”). politically very unpopular choices.
Ministers avoid directly And/or they may make self-
choosing which programmes | interested choices which hurt
will be most hurt. Detailed effectiveness whilst protecting
decisions delegated to service providers (themselves).
programme specialists who May also incentivize budget
probably know what they are | holders to pad their budgets so that
doing (and can be blamed if | there will be ‘fat’ to be cut next
their decisions turn out to be | time round.
unpopular or hurtful)
Efficiency Sounds less threatening/more 1. Usually requires
gains technical — ‘doing more with considerable innovation —
less’. So it may be claimed that organizational and
savings can be made without tpo technological changes
much pain. which may not work, or
Also sounds ‘modern’ and may not work for some
‘managerial’ and may thus time.
appeal across party or 2. Probably will not yield
ideological lines. enough by itself to correct
the present fiscal
imbalances (see
discussion)
Centralized | Looks more strategic and leavedinisters become visibly and
priority politicians directly in control. | directly responsible for painful
setting Enables the government to choices. And, unless they consu

protect the most effective
programmesif they have
reliable data on effectiveness)

carefully they may make choices
with consequences they do not

fully foresee, but they are unlikel
to understand the internal
complexities of the services whic

It

are being cut..

TABLE 1: THREE APPROACHES TO CUTBACKS



The scope for centralized priority setting may dept some extent on the structure
of the political system. Highly fragmented systeng. with lots of small local units,
or with highly independent sub-national regionstates) may find it more difficult to
develop overall strategies. This may lead to lyigi¢galitarian outcomes where the
poorest local jurisdictions are forced to makelilggest cuts.

In practice it is often possible to fashion stregsgvhich combine features of all three
approaches. For example, ministers can decidedéntin high priority programmes
will be protected, but that outside those sectbheese slicing should be imposed.
Something like this may have happened in the @eealdes cuts in the UK in the
1920s, where health was a protected sector (Hoall 2009). Or ministers may first
decide to go for cheese slicing, then efficiencyiregs and only later, when the first
two have not yielded enough, move on to the moreitaoas setting of central
priorities. Some academics have suggested thistlai natural order of business (i.e.
to move from the top to the bottom of Table 1, auwee). Each stage requires a more
sophisticated information base, and a more advamagthgement capacity. The
historical record, however, suggests that the sempues seldom as neat as this.

6. The middle strateqy: efficiency gains.

Efficiency savings often appear to be politicalhdaorganizationally the most
desirable way to make savings (more bangs for féweks). They allow politicians
simultaneously to claim that savings will be madethe quality of services will be
maintained or even improved (gain without painkt ¥fficiency strategies have two
major drawbacks. First, they are risky, becausg thvolve organizational change
and upheaval. In a number of European public sgete have already experienced
20 or 30 years of efficiency programmes, and mb#t@easy gains have already
been implemented. Of course one can always do,rhaotgin these countries at least,
any idea that it will be easy to find vast quaastof ‘waste’ is almost certainly an
illusion. Second - and following from this - thiesalute scale of public indebtedness
in some countries is so great that efficiency galoseare most unlikely to balance
the books. In the UK, for example, the additidim@ncial exposure for the
government that has resulted from aid to the firdsystem is roughly equivalent to
a whole year’s public spending. Ireland, Greeakldathuania are among the other
EU member states where the scale of the crisisfdwaany likely efficiency savings.

Nevertheless, if efficiency savings cannot be thele of the answer, they are
certainly part of it. They will come from new wagtorganizing and new
technologies - in a word from innovation. Thisitghe heart of management reform.
But be warned - innovation is anything but guaradteAlthough it is already a
priority in many countries, and may seem like tregia trick which will painlessly
enhance productivity so that service quality camtiooie to improve while costs are
driven down, our understanding of what is requisefdr from complete. Research
has not yet furnished us with a reliable reciperiareasing innovation (Borins, 2008;
Hartley, 2005; National Audit Office 2006a, 2006l#nd one thing we do know is
that innovation requires risk-taking, and staff vare fearing for their jobs and/or
sweating under extreme financial constraints ase li&ely to take those risks.
Therefore the danger is that, during a period stexity, the conditions for
meaningful innovation will deteriorate. Formulafia balanced message that cuts
have to be made but at the same time more newjwa@egproaches are required will



not be easy. One aspect of this is to ensurdhbatew rules introduced to enforce
economy do not unintendedly also strangle attemapd® something new.

One useful rule-of-thumb for efficiency savingshat decision-makers should prefer
methods which do not undermine fundamental org#éioizal capacities or ‘social
capital’ (because these will be expensive andféicdit to replace). Thus, for
example, an early retirement scheme may saveistdfé short term, but unless the
rules are carefully drawn up the organization nusglthe most able and innovative
staff, leaving the ‘deadwood’ behind (for a dis¢asf this kind of problem in
relation to the cuts of 1977-85 see Dunsire andd;12689, pp196-208). Research
indicates that badly managed downsizing can alge hagative effects on the morale
of those who remain. As Goran Persson, the ex Btvé&iime Minister said in a
recent interview, “’It's very easy to get rid ofgqae, but difficult to find new ones
that you can be sure are better”.

7. Centralized priority setting

Here we are concerned with those savings that eatebved from prioritizing more
cost-effective programmes and dropping or scalexckbess effective ones. So these
kinds of policies concern effectiveness rather tbfficiency — outcomes rather than
outputs.

This entails a stricter prioritization of expendéyprogrammes, so that only the top
priorities would continue to be funded at previteigels and the lower priorities
would receive reduced funding or would be termidatEor example, funding for
artificial joint replacement might be continued &ese such routine surgery produces
proven health gains, whereas some screening progearould be cut back where
screening younger or older ages identified verylsmenbers of additional cases per
for substantial extra expenditure. On a largeles@nd cross-sectorally, special
educational programmes aimed at under-privilegeshgachildren might be retained
because they showed significant long term retuntgasing employability and
reducing youth crime) while new piece of militaguipment could be cancelled
because a clear defence requirement could no laogdidently be identified. Such a
prioritization might well require a new approachew decisionmaking procedures,
the application of new calculative techniques amdrs. The 1994 Canadian Program
Review exercise seems to have been of this tymkwas widely regarded as
surprisingly successful in tackling a situatiors@hificant financial over-reach
(though even there civil service cuts led to acesiloss of expertise). The Dutch
governmentinter alia, seems to be attempting something similar at tomemt. But
such careful strategic exercises do not seem te bagn particularly common, so we
do not have many examples to work with.

However, one can only prioritize for effectivenédssne has reliable information
abouteffectiveneswhich, in many cases, governments still lack (OE2@D5, pp65-
81 but, for some possibilities, see OECD, 200963pR5). Of course political
decision-makers can always prioritize on other gdsu- such as political popularity,
in which case effectiveness data become less imporiThere are many theoretical
hypotheses concerning the grounds on which govertswell select programmes for
cutting, but relatively little detailed empiricalonk on how they actually do so
(Dunsire and Hood, 1989, chapters 2 to 5).



8. What direction for reform?

If there is to be intensified reform and innovatiatnat general direction should it
take? In some EU members states the past two eetade witnessed heavy
adoption of New Public Management (NPM) ideas a&otinniques (Pollitt and
Bouckaert, 2004; Pollitt et al, 2007). This apmtoéavours private sector business
techniques, including contracting out and the ajapilon of a range of quasi-market
mechanisms and individual incentives within thelpukervices. Central government
tends to focus on strategic regulation and to dcgatself from direct service
provision. In other countries this approach hanbauch less popular.

So one question now is - will the new reforms reggiiunder austerity be more of the
same - more NPM? Or will they be something elsd (Aso, what)? There are
strong arguments on both sides. Pro NPM it coalddd that we now have a lot of
experience of this type of reform, and can impleniein ways that should avoid the
excesses and failures which characterised somereattempts. Against NPM it is
already being argued that it would be paradoxgiressure the public sector to
behave more and more like the private sector whisrprecisely entrepreneurial,
risk-oriented, individualistic private sector thing that has produced the economic
crisis in the first place. According to this viegipt the last things governments
should be doing is contracting out even more pugivices and/or entering into
massive public private partnerships in which, wtiengs go wrong, the government
is frequently left paying for the over-optimistiglb and inadequate management of
the private sector partners. As Castells has tlcpointed out:
‘The paradox is that the crisis was brewed in tnddrons of the new
economy, an economy defined by a substantial Sargeoductivity as the
result of technological innovation, networking arngher education levels in
the workforce...” (Castells, 2010, pxx)
Yet in the short term the temptation to move at@siwholly or partly off the state
budget may prove very hard to resist.

Governments may be short of money, but they willbeshort of reform advocates.
The policy community is already coming forward watiiggestions for more
performance management, more ‘governance’, motagrahips and networking and
so on. What has become clear over the past dec#u none of these ‘magic
concepts’ are equally applicable to all areas eegoment activity, and that all have
their own weaknesses and limitations (Pollitt angbél 2009). They are big, broad
and often ambiguous ideas which mark the beginofrige debate about reform, not
the end. The hard, detailed work of choosing reaBowhich are do-able, which fit the
local context, which can be defended politicallg avhich are sustainable over time -
this demands strong local knowledge and equalbngtpublic service motivation. It
cannot and should not be contracted out to corrstiéia or political advisers. In the
aftermath of the financial meltdown, handing ovebl policy and management
decisions to ‘experts’ does not look anything léeeattractive as perhaps it did a few
years ago (Roberts, 2010)

9. An additional, new reform challenge?




In the case of the current crisis there is andtivet of management challenge, which
was not present during the economic downturnsegtrly 1980s and 1990s. | refer
to the obvious fact that many governments, far fpyiwatizing, have actually
acquired vast new assets, in the form of majorstments in the banks and other
financial institutions. How are these to be mani&@g#/hat governance arrangements
are optimal, and how will the normal public sectequirements of accountability
and transparency be applied to these new tadks§ome countries there may not yet
have been much public or parliamentary debate ahest new government
responsibilities, but it cannot be postponed indedly. After all, the crisis occurred
because ‘the global financial market had escapedadhtrol of any investor,
government or regulatory agency’ (Castells, 20¥8j)p Global publics expect that
control will be reasserted, especially where tistitutions concerned have been
propped up by their tax dollars/pounds/euros. ddwinuing fuss about bankers’
bonuses in the mass media is just one tip of thisqular iceberg.

As time goes by one can expect public scrutinjnesé new governance
arrangements to grow. This is not necessarilyrgnmaent that partly- or wholly-
government-owned banks should be given social tbgscas well as commercial
objectives (though thatouldbe an argument). Rather, it is simply to makepibiat
that, even if treated as having purely commerdiggatives, they will bg@ublically-
ownedcommercial enterprises, and the public may redsgmxpect to be told more
about what they are doing than they would normlebyn from privately-owned
corporations. Further, even where there is ldgtl@o direct public investment, it
could hardly be clearer that a new, more effeatagalatory regime is needed (Elliott
and Treanor, 2010).

10. In the present circumstances what considetitight guide the decisions taken
and advice given by public service leaders?

| will suggest four particular considerations:
1. Timing
2. Ethics
3. Strategy and communications
4. Legitimacy

Timing

Ideas about reforms can nowadays circulate at irsmepeed. Fashions such as
benchmarking, ‘good governance’ and lean productiay rise and fall on the
international agenda within a few months. But aktaforms are seldom so plastic or
so quick. Many fundamental types of PMR (includihgse that wileventuallyyield
significant savings) need years rather than weeksamths if they are to be properly
implemented (Pollitt, 2008, pp16-20). These wauatdude:
» Efforts to change the cultures of public servieeg, towards a more client-
oriented attitudes
» Structural reforms involving changes to the pageshministries or the
creation of sets of agencies (Pollitt, 2009)
* Retraining large numbers of professional staff tolknin new ways (e.g. to co-
operate with other professionals in other orgaronat or to use new
technologies)



* Designing and implementing new accounting and btinnigeystems (such as
accruals accounting or output or outcome budgeting)

» Designing and implementing high technology systeoth as large scale
computer systems, or advanced weapons projeatsajor infrastructural
projects

» Reforms that require complex and controversial tegjislation (e.g. that
impacting on privacy or civil liberties)

Each of these may well be thoroughly worthwhila the long run. But one has to
ask how relevant they are to the fiscal crisis? iy have a high probability of
yielding significant expenditure savings within tleguired time period? What is the
temporal pattern of their effects (e.g. many reforeguire increased investment at
the beginning, in order to secure savings and tyugdiins later on)? Rushing big
reforms through at very high speed not infrequergiults in mistakes, unnecessary
expenditures and heightened recalcitrance amoffg ste, for example, the Irish
deconcentration programme — OECD, 2008, pp84-BvV}ome cases it may even be
better just to apply the traditional cheese sl{gé off all programmes) rather than
attempt complex reforms which, if they go off tlads, may (at least for a time)
reduce efficiency and effectiveness rather thareese them. At least the cheese
slicer gives experienced programme and operat&ta#fl some ‘buy-in’ and
discretion about where the axe should fall.

More generally, time is important because of tlieedknce between arisis and a
period of financial austerity The sense of crisis may be quite short-livedeeslly

in our age of mass media impatience and volatilye can already see signs that the
newspapers think the economic crisis is over stbey moves on to some other, new
‘crisis’. But the political significance is congichble. Many citizens may be prepared
to accept cuts and uncomfortable policy decisiohgenthe atmosphere of crisis lasts.
But when that atmosphere dissipates they will B&lfacing years of financial
austerity in the public service sector, and thay eq@pear much less acceptable —
especially if they are reading in their newspapéresurgent bank profits, house
prices and car sales. In the UK, for example Titeasury’s current plans for
restoring balance in the public finances requirgomsavings over the period up to
2018. This therefore raises sharp questions of aamations and legitimacy, which

| will briefly refer to below.

Ethics

It may be asked why this is a relevant topic & alfter all, governments are
certainly entitled to cut back in order to balapoblic budgets. So what is the ethical
issue? It is therocessof making those cuts, and how they presentedthat raise
ethical issues - and issues which have probablypshad in recent years. The great
temptation, when making cutbacks, is for decisiokensito pretend that they will not
hurt. We all know the rhetoric — only wasteful daucracy and red tape will be cut,
not front line services or public entitlements. wéwer, given the scale of the savings
required in quite a few countries, this kind oficidbecomes simply implausible. It
will fool neither the staff of public services nitve general public. What is more, in
many countries transparency has grown considemlthe last 20 years. In 1986
only 11 countries had freedom of information lav3y; 2004 that number was 59
(Roberts, 2006). Furthermore, during those 20syter scale and intensity of media
coverage of government has grown enormously, amdndia’s deference towards
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governments has diminished. All this means thatiifisters or senior officials give
exaggeratedly optimistic accounts, diminishing enying the painful effects of
cutbacks, they are highly likely to be quite quiycidund out. When evidence of
misrepresentation of the impacts of cuts is maddiguhe policymakers lose more
of the very legitimacy they so badly need in ordemake necessary changes (see,
e.g. Moore, 2009, pp9-10). Goéran Persson agdReniind the public again and
again that this will hurt”, and “You must be comelg honest when you
communicate with financial markets”.

This leads to the issue of strategy and commuoicsti
Strategy and communications

For governments it is not only a question of chogseforms that make sense during
a period of financial austerity - difficult thoudihat is in itself. It is also a question of
convincing parliaments and publics (and public aets themselves) that they are
sensible and relevant things to do. It is no sg¢bere is an immense amount of
public resentment over the conduct of the finansgalices sector. If highly-valued
public services are to be cut one can confidentheet this anger to be sustained or
re-kindled. There is therefore a clear need tdag@nd convince that reforms are
part of a generatrategy and that that strategy can be justified as somgtnore

than just a desperate search for any old cutsittiaiffset the money given to
financial institutions. In other words, the stateneeds to be based on some sort of
(defensible) principles and priorities. It is alsecessary to offer some kind of time
perspective (see earlier section). For how long'laard times’ justify ‘special
measures’? When may the public expect ‘normaliseinor something like it, to be
resumed? Or is it a more honest strategy to ssyrtbrmal service’ cannot be
renewed in the foreseeable future - that we muligiedlused to a harsher ‘new
normal’? Can senior civil servants persuade thelitical masters to be reasonably
open and honest about this? Will they even tryyitirthey collude with
understandable, if misguided political wishes taimize or offload responsibility for
painful consequences?

Legitimacy

Ultimately, any reforms have to work on at least whfferent levels. On one level,
they have to contribute to a restoration of thelipiflmances. Informed audiences
have to be convinced that governments are at $esistusly on the way to bringing
income and expenditure back into some kind of aarBut on another level, wider
citizen audiences have to be convinced that tlseseme kind of rationality and social
justice to this process — in other words that vguaternments are doing lisgitimate
These wider audiences include both voters - whbraake governments pay at
elections if their valued public services are stasbr withdrawn - and public sector
staff themselves. The latter will be being asleddar various kinds of pain and
discomfort and will demand strong reasons for tiisom their perspective, unlike
the crisis of the late 1970s and early 1980s wheaduld be argued that governments
had just become too big and had lost control ofip@pending, the present crisis
came from theutside- from the financial sector.

11



This is, therefore, not just a financial crisist blso a legitimacy crisis. Any strategy
must address both dimensions, and several audiesicrdtaneously.

11.Public service leadership

It seems clear that the current situation demantemly savings, and not only
reforms, but also extraordinary levels of leadgrgtom senior members of our
public services. This is not only leadership dblpriservice staff (difficult though

that will be in itself, in an era of cutbacks).idta far more multi-dimensional
leadership than that. It will also involve leadepsin the sense of speaking truth to
power in relation to executive politicians, anddeeship in terms of explaining both
to parliaments and to citizens’ groups what is gelone and why (Bouckaert, 2010).
In most countries it is no longer possible for pukkrvice leaders to hide behind a
cloak of anonymity. They are not executive palitis, and do not bear the particular
privileges and burdens of those roles, but thelialee a duty to clarify, explain and
model a constructive and strategic approach to wiagt be the biggest public service
challenge of this generation. As the SecretathedBritish cabinet put it recently
“The kind of challenge we’ve got is not incremeh{&@’'Donnell, 2009)
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