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PREFACE

he previous editions of this book reviewed the literature on management and

organization theory and suggested applications to the public sector grounded
in evidence from research on public organizations and the people in them. The
book has thus been valuable to practicing managers, to scholars, and to students
in the field, having served primarily and widely as a text in courses for master of
public administration students and in seminars for doctoral students in public ad-
ministration and public affairs programs. The revisions in this third edition seek
to enhance the book’s usefulness in such courses.

Reviewers of the first edition suggested greater integration among the chap-
ters and the addition of an organizing framework for the material. I therefore pre-
sented in the first chapter of the second edition a conceptual framework that
links the chapters and topics in the book. This framework emphasizes a funda-
mental challenge for leaders and members of organizations, that of integrating and
coordinating the components and domains of the organization, including its envi-
ronment, its strategy- and decision-making processes, its goals and values, its cul-
ture, its structure, its authority and power relationships, its tasks, its communication
processes, and of course its people—the organization’s leaders, teams, and groups,
and their motivations, work attitudes, and behaviors. As the book illustrates, the
field of management and organizational theory has developed no comprehensive
theory or scientific solution that achieves this integration. Nevertheless, the book’s
chapters describe concepts and insights from the organization and management
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literature that support leaders’ and managers’ efforts to think and act comprehen-
sively, to integrate the myriad topics and issues they face. The final chapter illustrates
how to use the framework to approach various management challenges, such as pri-
vatization of public services, in an integrative, comprehensive fashion.

The rest of the book’s chapters flesh out the conceptual framework by re-
viewing the theories, research, and practices associated with major topics in the
field of organizations and their management. As described in Chapter One, the
field of public management and leadership has continued to develop rapidly since
publication of the previous editions. Accordingly, many chapters and topics in this
edition have been expanded to cover new material and new developments. For ex-
ample, the chapters on motivation (Nine and Ten) and leadership (Eleven) include
additional coverage of recent research and thought on those topics, such as the
theory of goal setting as a motivational procedure, social learning theory, self-
efficacy, and charismatic leadership. This edition also covers a lot of the most
recent research on such topics as how public managers lead and behave, effective
performance in government agencies, public service networks and third-party gov-
ernment, the nature of public service motivation, organizational commitment
in public organizations, differences between public and private managers’ per-
ceptions of the personnel systems with which they work, organizational culture in
public organizations, and many other topics. It addresses such developments as
the continued progress of the National Public Management Research Confer-
ences, the Government Performance Project, the O’ Toole-Meier model of pub-
lic management, and the recent stream of research on governance. The chapters
on the major topics of the book show that researchers have published a profusion
of studies on these and other topics since the second edition appeared, thus rais-
ing a major challenge for one who seeks to review and interpret them all.

In addition, previous editions of this book have analyzed, as does this one, the
distinctions between public organizations and their members, on the one hand, and
other types of organizations, leaders, and employees, such as those in the business
sector, on the other. Chapter Three presents a conceptual analysis of these distinc-
tions: What do we mean when we refer to these different types of organizations and
the people who work for them? How do we define them and study their differences?
Subsequent chapters describe a large number of research articles and other forms
of evidence that compare public and private organizations in terms of the topics
that these chapters cover. Although I have tried to keep track of comparisons of pub-
lic, private, and nonprofit organizations on a continuing basis, I have been surprised
at how many studies of this type have appeared in recent years. Assembling these
studies, describing them, and interpreting them for the reader has posed another se-
rious challenge, but a welcome one because one of the book’s objectives is to pro-
vide the most comprehensive compilation and review possible of such research-based
comparisons of public and private (and public and nonprofit) organizations.
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Another goal and challenge of the previous editions of the book was to cover
important developments in the practice and contemporary context of general
management and public management. The previous editions covered such topics
as Total Quality Management, the influence of the best-selling book Reinventing
Government (Osborne and Gaebler, 1992) and the REGO movement it spawned,
including the federal government’s National Performance Review; and the man-
agement of privatization and contracting-out programs, among others. This
edition reports on research evaluating the influence of these developments on gov-
ernments at all levels in the United States and in other nations. It also covers more
recent developments, such as the New Public Management movement around the
world, the George W. Bush administration’s President’s Management Agenda, the
human capital movement in government and the Human Capital Crisis, and some
of the developments related to the new emphasis on homeland security.

Such coverage 1s provided in part to make this edition of the book even more
interesting and useful than the previous editions for practicing managers and pro-
fessionals, and for students interested in such roles. This edition also offers a lot
of suggestions for those who are faced with practical leadership and manage-
ment challenges, including managing relations with the media (Chapter Five),
enhancing one’s power and authority (Chapter Seven), motivating employees
(Chapter Ten), managing and leading organizational culture (Chapter Eleven),
managing conflict (Chapter Twelve), leading organizational change (Chapter
Thirteen), and other topics. In addition, it gives examples of how these insights
and concepts are used in the field. For instance, Chapter Eight begins with a
description of the major structural transformation the U.S. Internal Revenue Ser-
vice has recently undergone, and of the structural changes made at a national
laboratory in response to public concerns about its safety. Chapter Ten points out
that many of the efforts to reform pay systems in government would have been
much more effective if they had been informed by a clear understanding of a
number of motivation theories. Chapter Thirteen shows how strategies for lead-
ing organizational change have led to successful large-scale change in govern-
ment agencies, and how not applying such strategies has led to failure in other
instances. Ultimately, the book pursues the theme that effective leadership in-
volves the well-informed, thoughtful, integrative use of a variety of management
concepts and points rather than the hot pursuit of catchy phrases and glib ad-
vice. Illustrating this theme, many students of military strategy and history ex-
press great admiration for Carl Von Clausewitz’s classic treatise On War (1986).
Clausewitz essentially takes the position that he cannot advise an individual com-
mander on how to conduct a specific campaign because such situations are so
highly varied and contingent. Rather, he aims to provide general perspective and
insight on how to conceive of the nature and enterprise of war. Even persons
who loathe military force and military analogies might accept the point that people



xvi Preface

facing practical challenges often profit from general understanding and insight
as much as from detailed prescriptions.

Audience

As mentioned earlier, the primary audience for previous editions of Understanding and
Managing Public Orgamizations included graduate students and scholars interested in
public management and applications of organization theory to the public sector.
Reviewers of the previous editions said that practitioners would be unlikely to delve
mnto the detailed reviews of research and theory the book provides. I concede this
point, but begrudgingly. This assumption underestimates many practicing leaders
and managers—certainly many of those whom I have encountered. Many of them,
given the time and opportunity, are among the most thoughtful and reflective stu-
dents of leadership and management. They may dislike abstruse and ponderous
academic discourse, because they are inclined to action and strive for practical re-
sults. They may also find quick advice and bright ideas attractive, because they do
not have a great deal of time to read. In addition, they are not likely to spend long
periods in management courses; instead, they usually receive shorter doses of train-
ing and consultation that they use to search for new ideas and solutions. Yet when
practicing managers do enroll in long courses in academic settings, they often lead
their classes in insight and in interest in new concepts and broad perspectives. They
often spurn “war stories” and how-to manuals.

Thus, the lines between practicing managers, students, and management
scholars often blur. Sometimes practicing managers seek degrees in long-term aca-
demic programs and play the role of student. Often they teach or help to teach
courses. My colleague Larry O Toole points out that many academics act as prac-
titioners or quasi-practitioners in their service on commissions and in their re-
search and consulting activities. Therefore, although the primary goal of this book
1s to serve students and scholars interested in research and theory, it can also serve
practicing managers and leaders. I cling to the belief that this book can function
as a reference for busy managers who want a review of basic topics in the field,
who might find the conceptual framework and some of the suggestions and ex-
amples useful, or who might value the book in other ways.

Organization

The best overview of the organization of the book can be obtained by reviewing
the table of contents. Part One covers the dynamic context of public organiza-
tions. Its five chapters introduce the basic objectives and assumptions of the book
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and the conceptual framework mentioned earlier. Chapter One discusses the cur-
rent context of public management in practice and in scholarship, and the chal-
lenges this context raises for applying organization and management theory to
public organizations. Chapter Two summarizes the history of organization and
management theory, describing the development of some of the most important
concepts and issues in the field, which are developed further in later chapters. In
addition, this historical review shows that most of the prominent organization and
management theorists have been concerned with developing the general theory
of organizations and have not been particularly interested in public organizations
as a category. Their disinterest in public organizations justifies the effort made in
this book to apply organization theory to public organizations, and indicates the
challenges involved. Chapter Three defines public organizations and distinguishes
them from private ones. It also provides an introductory overview of the assertions
about the nature of public organizations made in later chapters. Chapters Four
and Five review the literature on organizational environments, particularly the po-
litical and institutional environments of public organizations.

Part Two focuses on key dimensions of organizing and managing. These seven
chapters concentrate on major topics in organization theory and management,
including goals and effectiveness, power, strategy, decision making, structure and
design, and the people in organizations (including discussions of values, motiva-
tion, work-related behaviors and attitudes, leadership, organizational culture, teams
and groups, communication, and conflict). They describe current research on these
topics and discuss how it applies to public organizations.

Part Three covers strategies for managing and improving public organiza-
tions. Chapter Thirteen addresses organizational change and development. Chap-
ter Fourteen, the last chapter of the book, presents, as noted earlier, ideas for
achieving organizational excellence in the public sector, and includes discussion
of recent developments such as the total quality movement and increased priva-
tization. Finally, the chapter illustrates how the conceptual framework may be used
to pursue a comprehensive management strategy that addresses both new initia-
tives and long-standing challenges.

Acknowledgments
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tions, including Barry Bozeman, Richard Chackerian, Delmer Dunn, Patricia
Ingraham, Ed Kellough, Ken Meier, Larry O’Toole, Bart Wechsler, and many



xviii

Preface

others. As were the first two editions, this book is dedicated primarily to my son,
Willis, my daughter, Nancy, and my wife, Lucy.

Jay Eungha Ryu and Young Han Chun, doctoral students in the School of
Public and International Affairs at the University of Georgia, provided invaluable
research assistance for this book. They energetically searched for relevant research
and provided notes and reviews on it, advice on how to integrate it into the book,
and many additional suggestions and insights. So many were their suggestions and
contributions that I could not take advantage of them all and must hold these stu-
dents blameless for any shortcomings of this book. Another doctoral student, Ser-
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arguments include the assertion that most public organizations are important
nstitutions that provide crucial services. They currently face a measure of pub-
lic scorn, pressures to perform better with less money, and increasing demands for
an elaborate array of functions and services. These pressures are aggravated by
misunderstandings, oversimplifications, myths, and outright lies about the na-
ture and performance of public organizations and employees in the United States
and many other countries. Public organizations are often highly effective, well-
managed entities with hardworking, high-performing employees, yet they face dis-
tinctive pressures and constraints in addition to the typical challenges all
organizations face, and these constraints can lead to dysfunction and poor per-
formance. The review of insights and concepts about organizations and man-
agement provided in this book seeks to support those who strive to maintain and
advance the effective management of public organizations. The book thus ac-
knowledges all those who strive with sincerity to provide public, social, or altru-
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CHAPTER ONE

THE CHALLENGE OF EFFECTIVE PUBLIC
ORGANIZATION AND MANAGEMENT

hen terrorists crashed jets into the twin towers of the World Trade Cen-

ter and forced the term 9/11 into the American vocabulary, the attack
ignited a drive in the United States and other nations to organize ourselves to repel
such atrocities in the future. Within a year, the president proposed and Congress
established the new Department of Homeland Security, which involved a vast re-
organization of the federal government to bring together twenty-two existing fed-
eral agencies and 170,000 employees into this new agency.

The attack also drew attention to the people, the essential component of any
organization, who work in public service. Around the nation citizens donned base-
ball caps and T-shirts bearing the initials of the New York City Fire Department
and the New York Police Department. Wearing these caps and shirts, people came
together in vigils and ceremonies to commemorate all of the people lost in the
attack, but also to pay tribute to the self-sacrificing heroism of the emergency per-
sonnel who rushed into the burning buildings at the cost of their lives. CGom-
mentators and journalists around the world praised the leadership of the mayor
of New York during the crisis.

Intense public discourse swirled around questions about how these terrible
events could have been prevented. Journalists and public officials demanded to
know whether the terrorists’ success exposed weaknesses in the way agencies such
as the CIA, the FBI, and the Immigration and Naturalization Service were
organized and managed. Congress launched a special investigation into these
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apparent lapses. An FBI agent received national publicity and testified before Con-
gress after she alleged that a memorandum warning of suspicious activities had
not made its way up the hierarchy of the FBI and had not received serious at-
tention at higher levels. Thus, an organizational and managerial problem—inad-
equate communication and handling of crucial information that needs to move
up and through organizational channels—allegedly contributed to the Septem-
ber 11 disaster.

In state and local governments in the United States, and in the governments
of other nations, similar inquiries sought to assess how effectively these govern-
ments were organized to combat terrorism. One of the great organizational chal-
lenges in responding to the threat of terrorism involved how to coordinate
disparate and far-ranging organizations.

As Congress, the president, the media, experts, and interest groups deliber-
ated over how to design the new Department of Homeland Security, they debated
many questions long familiar to public administration scholars and practition-
ers. How much authority should the leaders of the new agency have? Should
the employees of this agency have employment rights and protections under the
civil service rules of the U.S. government? If so, would the agency’s leaders be de-
prived of the flexibility they would need to hire, remove, and transfer employ-
ees, and hence impede the performance of the new agency? How should the new
agency be structured so as to bring together the necessary activities and coordi-
nate them while at the same time dividing up responsibilities in the appropriate
way? The debate over these questions illustrated the issues and values that infuse
the processes of organizing and managing in government. These issues include
how to ensure the effectiveness of the organization and its accountability within
the political system, and how to protect the public interest. These concerns about
power and authority and about democratic processes and values translated into
specific practical concerns in the organization and management of the new agency.
The president asked for flexibility in the hiring, assigning, and discharge of employ-
ees of the Department of Homeland Security. This involved relaxing the rules
of the federal civil service system that govern such processes and provide civil ser-
vice employees with various protections. Public employee unions and some mem-
bers of Congress opposed the loss of these protections for employees of the new
agency. The president and others argued that flexibilities would help the leaders
and managers of the new agency rapidly place the best people in jobs, motivate
them, move them around, and remove them if necessary. The opponents of these
flexibilities pointed to the threat of abuses by superiors in the agency and to the
need to protect the rights of the employees.

In sum, the response to one of the greatest crises in American history focused
on the organization and management of government activities and the people
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in them (Wise and Nader, 2002). The response thus illustrated a central theme
of this book: government organizations and the people in them perform crucial
functions, and their effective organization and management are essential to the
well-being of the nations and communities they serve. While the September 11
attacks underscore this point in a dramatic and terrible way, the topic has a long
history. Governments in the United States and in other nations, and the organi-
zations within those governments, have followed a continuing pattern of orga-
nizing, reorganizing, reforming, and striving to improve performance (Kettl, 2002;
Light, 1997; Pollitt and Bouckaert, 2000). In the process, they have operated within
a context of constitutional provisions, laws, and political authorities and processes
that have heavily influenced their organization and management.

Toward Improved Understanding
and Management of Public Organizations

All nations face decisions about the roles of the government and private institu-
tions in their society. September 11 slowed some parts of an antigovernment trend
around the world during the last several decades that has influenced decisions about
the role of public organizations. This trend has spawned a movement in many
countries to curtail government authority and replace it with greater private ac-
tivity. This skepticism about government implies that there are sharp differences
between government and privately managed organizations. During this same pe-
riod, however, numerous writers have argued that there has been too little sound
analysis of such differences. They have contended that the elaborate body of knowl-
edge we have on management and organizations has paid too little attention to the
public sector. At the same time, they have said, the large body of scholarship in po-
litical science and economics that focuses on government bureaucracy has had too
little to say about managing that bureaucracy. This critique has elicited a wave of
research and writing on public management and public organization theory by ex-
perts and researchers who have been working to provide more careful analyses of
organizational and managerial issues in government.

This chapter elaborates on these points to develop another central theme of
this book: we face a dilemma in combining our legitimate skepticism about pub-
lic organizations with the recognition that they play indispensable roles in society.
We need to maintain and improve their effectiveness. We can profit by studying
major topics from general management and organization theory and by exam-
ining the rapidly increasing evidence of their successful application in the public
sector. The evidence indicates that the governmental context strongly influences
organization and management, often sharply constraining performance. Just as
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often, however, governmental organizations and managers perform much better
than is commonly acknowledged. Examples of effective public management
abound. These examples usually reflect the efforts of managers in government
who combine managerial skill with effective knowledge of the public sector con-
text. Experts continue to research and debate the nature of this combination, how-
ever, as more evidence appears rapidly and in diverse places. This book seeks to
base its analysis of management in public organizations on the most careful and
current review of this evidence to date.

Ambivalence Toward Government

The proposal to bestow vast authority and responsibility on the massive new
Department of Homeland Security is strikingly ironic given the prevailing opin-
ion about public organizations and their actions during the last several decades.
Nations around the world have pursued privatization policies by selling state-
owned enterprises to private operators. In the United States, contracting out of
government services to the private sector has increased sharply at all levels of gov-
ernment (Savas, 2000). Antigovernment sentiment has swept the United States.
Opinion surveys have revealed seething resentment of taxes and the widespread
conviction that government operates in wasteful and ineffective ways. Angry crit-
icisms have focused on the government with such intensity that the term bureau-
crat bashing has come into use. Both Jimmy Carter and Ronald Reagan attacked
the federal bureaucracy in their election campaigns. President Carter pressed
for deregulation of industry, reduction of federal red tape, and major civil service
reforms to combat alleged sloth and inefficiency among federal employees. Pres-
ident Reagan more aggressively impugned government and sought reductions
in funding and authority for many federal programs and agencies. When Bill Clin-
ton won the presidency from George Bush, the change suggested some weaken-
ing of the antigovernment trend, because Clinton was the more liberal and
progovernment of the two candidates. Nevertheless, President Clinton initiated
the National Performance Review (NPR), a major review of the operations of the
federal government, claiming that the federal government worked poorly and
needed a drastic overhaul. In addition to eliciting many presidential directives and
congressional actions aimed at achieving such reforms (described in Chapter Four-
teen), the NPR cut employment in the federal workforce by about 11 percent, or
over 324,000 employees. George W. Bush has led the drive to strengthen the
role of government in homeland security and antiterrorism, but at the same time
has pushed for privatization of social security. He issued the President’s Management
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Agenda, which announced as one of his major priorities increased “competitive
sourcing,” in which federal agencies would open their functions to competition
from private sector providers.

These presidential policies, mirrored by similar ones at other levels of gov-
ernment in the United States and in many other nations, reflect the assumption
that government activities differ from those of the private sector and that gov-
ernment performs less effectively and efficiently than private sector organizations.
In the United States, these beliefs have served as fundamental principles of the
political economy. Many political ideologues and economic theorists have treated
them as truisms, and surveys have found that the majority of citizens accept them.

Americans regard government with more ambivalence than hostility, how-
ever. Government in the United States, at all levels, stands as one of the great
achievements of the nation and as one of the most significant institutions in human
history. No major nation operates without a large, influential public sector. Gov-
ernment in the United States accounts for a smaller proportion of the gross na-
tional product than do governments in most of the other major nations of the
world, including economically successful ones. Taxes in the United States are low
by international standards; as a percentage of the gross domestic product, the taxes
levied by governments in the United States are among the lowest of the major in-
dustrialized nations. The contention that government in the United States is a
massively ineffective, expensive, wasteful, overweening institution is not supported
by international comparisons. Americans show an implicit recognition of this fact.
Some of the same surveys that find waning faith in government also find funda-
mental support for a strong governmental role (Lipset and Schneider, 1987; Katz,
Gutek, Kahn, and Barton, 1975). Even as the antigovernment trend just described
has played out, demands for a strong and active government have continued and,
as llustrated repeatedly in the chapters to follow, government organizations and
employees have often responded by performing very well.

Hirschman (1982) has argued that sentiments for and against government ac-
tivity wax and wane cyclically in the United States and other countries. It remains
to be seen whether September 11 will lead to a fundamental shift in the way Amer-
icans regard their government. Certainly they will continue to play out the time-
honored paradox of conferring massive funding and responsibility on government
agencies and officials even as they castigate and ridicule them (Whorton and
Worthley, 1981; Sharkansky, 1989). Thus, the United States will continue to strug-
gle with a complex version of the dilemma faced by all nations. We know that
both government and private activities have strengths and weaknesses and that both
are crucial. The challenge lies in designing the proper mix and balance of the two
and in doing what we can to attain effective management of both (Lindblom, 1977).
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General Management and Public Management

This book proceeds on the argument that a review and explanation of the literature
on organizations and their management, integrated with a review of the research
on public organizations, supports understanding and improved management of pub-
lic organizations. As this approach implies, these two bodies of research and thought
are related but separate, and their integration poses a major challenge for those in-
terested in public management. The character of these fields and of their separa-
tion needs clarification. We can begin that process by noting that scholars in
sociology, psychology, and business administration have developed an elaborate body
of knowledge in the fields of organizational behavior and organization theory:.

Organizational Behavior, Organization Theory, and Management

The study of organizational behavior had its primary origins in industrial and so-
cial psychology. Researchers of organizational behavior typically concentrate on
individual and group behaviors in organizations, analyzing motivation, work
satisfaction, leadership, work-group dynamics, and the attitudes and behaviors
of the members of organizations. Organization theory, conversely, 13 based more
in sociology. It focuses on topics that concern the organization as a whole, such as
organizational environments, goals and effectiveness, strategy and decision mak-
ing, change and innovation, and structure and design. Some writers treat or-
ganizational behavior as a subfield of organization theory. The distinction is
primarily a matter of specialization among researchers; it is reflected in the rela-
tive emphasis each topic receives in specific textbooks (Daft, 2001; Hellriegel,
Woodman, and Slocum, 2000) and in divisions of professional associations.

Organization theory and organizational behavior are covered in every reputable,
accredited program of business administration, public administration, educational
administration, or other form of administration, because they are considered rele-
vant to management. The term management is used in widely diverse ways, and the
study of this field includes the use of sources outside typical academic research, such
as government reports, books on applied management, and observations of prac-
ticing managers about their work. While many elements—finance, information sys-
tems, inventory, purchasing, production processes, and others—play crucial roles in
effective management, this book concentrates on organizational behavior and or-
ganization theory. We can further define this concentration as the analysis and prac-
tice of such functions as leading, organizing, motivating, planning and strategy
making, evaluating effectiveness, and communicating;
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A strong tradition, hereafter called the “generic tradition,” pervades organi-
zation theory, organizational behavior, and general management. As discussed in
Chapter Three, most of the major figures, both classical and contemporary, in this
field have applied their theories and insights to all types of organizations. They
have worked to build a general body of knowledge about organizations and man-
agement. Some have pointedly rejected any distinctions between public and pri-
vate organizations as crude stereotypes. Many current texts on organization theory
and management contain applications to public, private, and nonprofit organi-
zations (Daft, 2001).

In addition, management researchers and consultants frequently work with
public organizations and use the same concepts and techniques they use with pri-
vate businesses. They have argued that their theories and frameworks apply to
public organizations and managers because management and organization in gov-
ernment, nonprofit, and private business settings face similar challenges and fol-
low generally similar patterns.

Public Administration, Economics, and Political Science

The generic tradition offers many valuable insights and concepts, as this book il-
lustrates repeatedly. Nevertheless, there is a body of knowledge specific to public
organizations and management. We have a huge government, and it entails an im-
mense amount of managerial activity. City managers, for example, have become
highly professionalized. We have a huge body of literature and knowledge on pub-
lic administration. Economists have developed theories of public bureaucracy
(Downs, 1967), political scientists have written extensively about it (Hill, 1992;
Meier, 2000; Stillman, 1996), and they usually depict the public bureaucracy as
quite different from private business. Political scientists concentrate on the politi-
cal role of public organizations and on the relationships that these organizations
have with legislators, courts, chief executives, and interest groups. Economists an-
alyzing the public bureaucracy emphasize the absence of economic markets for its
outputs. They have usually concluded that this absence of markets makes public
organizations more bureaucratic, inefficient, change-resistant, and susceptible to
political influence than private firms (Barton, 1980; Breton and Wintrobe, 1982;
Dahl and Lindblom, 1953; Downs, 1967; Niskanen, 1971; Tullock, 1965).

In the 1970s, authors began to point out the divergence between the generic
management literature and the literature on the public bureaucracy and to call
for better integration of these topics (Allison, 1983; Bozeman, 1987; Hood and
Dunsire, 1981; Lynn, 1981, 1996; Meyer, 1979; Perry and Kraemer, 1983; Pitt
and Smith, 1981; Rainey, Backoff, and Levine, 1976; Wamsley and Zald, 1973;
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Warwick, 1975). These authors noted that organization theory and the orga-
nizational behavior literature offer elaborate models and concepts for analyzing
organizational structure, change, decisions, strategy, environments, motivation,
leadership, and other important topics. In addition, researchers tested these frame-
works in empirical research. Because of their generic approach, however, they
paid too little attention to the issues raised by political scientists and economists
concerning public organizations. For instance, they ignored the internationally
significant issue of whether government ownership and economic market expo-
sure make a difference for management and organization.

Ciritics also faulted the writings in political science and public administra-
tion for too much anecdotal description and too little theory and systematic re-
search (Perry and Kraemer, 1983; Pitt and Smith, 1981). Scholars in public
administration generally disparaged as inadequate the research and theory in that
field (McCurdy and Cleary, 1984; Kraemer and Perry, 1989; White and Adams,
1994). In a national survey of research projects on public management, Garson
and Overman (1981, 1982) found relatively little funded research on general pub-
lic management and concluded that the research that did exist was highly frag-
mented and diverse.

Neither the political science nor the economics literature on public bureau-
cracy paid as much attention to internal management—designing the structure
of the organization, motivating and leading employees, developing internal com-
munications and teamwork—as did the organization theory and general man-
agement literature. From the perspective of organization theory, many of the
general observations of political scientists and economists about motivation, struc-
ture, and other aspects of the public bureaucracy appeared oversimplified.

Issues in Education and Research

Concerns about the way we educate people for public management also fueled
the debate about the topic. In the wake of the upsurge in government activity dur-
ing the 1960s, graduate programs in public administration spread among univer-
sities around the country. The National Association of Schools of Public Affairs
and Administration began to accredit these programs. Among other criteria,
this process required master of public administration (M.P.A.) programs to em-
phasize management skills and technical knowledge rather than provide a modi-
fied master’s program in political science. This approach implied the importance
of identifying how M.P.A. programs compare to master of business administra-
tion (M.B.A.) programs in preparing people for management positions. At the
same time, it raised the question of how public management differs from business
management.
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These developments coincided with expressions of concern about the ade-
quacy of our knowledge of public management. In 1979 the U.S. Office of Per-
sonnel Management (1980) organized a prestigious conference at the Brookings
Institution that featured statements by prominent academics and government
officials about the need for research on public management. It sought to address
a widespread concern among both practitioners and researchers about “the lack
of depth of knowledge in this field” (p. 7). Around the same time, various authors
produced a stream of articles and books arguing that public sector management
mnvolves relatively distinct issues and approaches. They also complained, however,
that too little research and theory and too few case exercises directly addressed the
practice of active, effective public management (Allison, 1983; Chase and Reveal,
1983; Lynn, 1981, 1987, 1996). More recently, this concern with building research
and theory on public management has developed into something of a movement,
as more researchers have converged on the topic. Beginning in 1990, a network
of scholars have come together for a series of National Public Management Re-
search Conferences. These conferences have led to the publication of books con-
taining research reported at the conferences (Bozeman, 1993; Brudney, O’ Toole,
and Rainey, 2000; Irederickson and Johnston, 1999; Kettl and Milward, 1996)
and of many professional journal articles. In 2000, the group formed the Public
Management Research Association to promote research on the topic. Later chap-
ters of this book cover many of the products of their research.

Ineffective Public Management?

On a less positive note, recurrent complaints about inadequacies in the practice
of public management have also fueled interest in the intellectual version of am-
bivalence about public organizations and their management that tends to be
shown by public and political officials. We generally recognize that large bureau-
cracies—especially government bureaucracies—have a pervasive influence on our
lives (Chackerian and Abcarian, 1984). They often blunder, and they can harm
and oppress people, both inside and outside the organizations (Adams and Balfour,
2001; Denhardt, 1999; Hummel, 1994). We face severe challenges in ensuring
both the effective operation of these organizations and our control over them
through democratic processes. Some analysts contend that our efforts to maintain
this balance often create disincentives and constraints that prevent many public
administrators from assuming the managerial roles that managers in industry typ-
ically play (Warwick, 1975; Lynn, 1981; National Academy of Public Adminis-
tration, 1986; Ban, 1995; Gore, 1993; Thompson, 1993). Some of these authors
argue that too many public managers fail to engage seriously the challenges of
motivating their subordinates, effectively designing their organizations and work
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processes, and otherwise actively managing their responsibilities. Both elected and
politically appointed officials face short terms in office, complex laws and rules
that constrain the changes they can make, intense external political pressures, and
sometimes their own amateurishness. Many concentrate on pressing public pol-
icy issues and, at their worst, exhibit political showmanship and pay little atten-
tion to the internal management of the agencies and programs under their
authority. Middle managers and career civil servants, constrained by central rules,
have little authority or incentive to manage.

Experts also complain that too often elected officials charged with overseeing
public organizations show too little concern with effectively managing them.
Elected officials have little political incentive to attend to “good government” is-
sues such as effective management of agencies. Some have little managerial back-
ground, and some tend to interpret managerial issues in ways that would be
considered outmoded by management experts. Many legislators and politically
elected or appointed executives adhere to an “administrative orthodoxy” (Warwick,
1975; Knott and Miller, 1987). They believe that sound management in govern-
ment agencies requires a strict hierarchy of accountability, strict accounting and
control, elaborate reporting requirements, and tightly specified procedures. This
orientation conflicts sharply with contemporary management thought and the
practices of many of the most successful business firms.

The Dilemmas of Improving Public Management

Concerns about ineffective public management have led to a continuing series
of efforts to reform and improve it, at all levels of government in the United States
and in nations around the world (Kettl, 2002; Osborne and Gaebler, 1992; Pollitt
and Bouckaert, 2000). Later chapters describe many of these efforts. Ironically, in
view of the complaints about political leaders paying too little attention to man-
agement, when they have paid attention it often has not worked or has backfired
significantly. The reforms have often taken on a negative, control-oriented char-
acter, especially in the United States, where political leaders often justify such
reforms by connecting them to public stereotypes and resentments of the gov-
ernment bureacracy and its bureaucrats. This has in turn raised serious concerns
about damage to the public service.

Having attacked the federal bureaucracy in their election campaigns, Presi-
dents Carter and Reagan moved to control and curtail it. Carter administration
officials developed the Civil Service Reform Act of 1978 as a management-
improvement initiative, and the original objectives of the framers of the initiative
were very positive and enlightened (Pfiffner and Brook, 2000). Ultimately, how-
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ever, the act’s provisions emphasized steps to make it easier to discipline and fire
federal employees, to base their pay more directly on performance, and to make
it easier for politically appointed agency heads to select and transfer the career
civil service managers who work under them. Even so, administration officials at-
tracted little political support for a “good government” initiative. They found they
could mobilize support most effectively by stressing the difficulty of firing lazy, in-
competent civil servants. Newspapers seized on this angle enthusiastically (Kettl,
1989). Later, surveys found that the act had resulted in high levels of insecurity
and discouragement among federal managers.

President Reagan attacked federal agencies even more aggressively than Pres-
ident Carter did and worked for cuts in their authority, funding, and staffing. Rea-
gan administration officials sought to increase the president’s authority over
federal agencies and to squelch resistance to his initiatives from career civil ser-
vants. These officials increased the number of political appointees to high lev-
els within federal agencies. In effect, this demoted career civil servants by placing
administration loyalists in positions above them (Volcker Commission, 1989). In
addition, aggressive funding cutbacks disrupted many agencies (Rubin, 1985).
Some agencies floundered when politically appointed executives were indicted
for illegal actions.

Experienced observers began to warn of a crisis in the public service and a
need for revitalization (Volcker Commission, 1989; Thompson, 1993; Denhardt
and Jennings, 1987). Surveys found serious morale problems, with large percent-
ages of career managers reporting that they intended to leave government and
that they would advise their own children against a career in federal service. Other
surveys found that students showed little interest in public service careers. Paul
Volcker, who chaired the Federal Reserve Board during the Carter and Reagan
administrations, served as chair of the National Commission on the Public Ser-
vice (1989), also called the Volcker commission, which brought together a panel
of distinguished public servants to direct an analysis of the crisis and recommend
remedies. The commission’s report recommended steps to improve public support
for public service; to improve pay, performance, recruiting, and training; and to
mmprove relations between political appointees and career civil servants.

The concerns about the state of the civil service were heightened by incidents
that suggested that the pressures on the public sector and public agencies seriously
affected their performance. For example, the explosion of the space shuttle Chal-
lenger in 1986 was the greatest disaster to befall the American space program up
to that point. Analysts blamed the catastrophe in part on political pressures on the
National Aeronautics and Space Administration (NASA) that overpowered pro-
fessional criteria in the agency’s decision-making processes (Kettl, 1988, p. 143;
Romzek and Dubnick, 1987).
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Nevertheless, in many ways the pattern continued. As described earlier, the
NPR under the Clinton administration drew on the justification that the federal
government needed vast improvements in its management. Vice President Gore
(1993), in leading the NPR, expressed positive regard for federal employees and
said the federal administrative system, not the people, caused the problems. The
NPR included a major cutback in federal employment, however, and by the end
of the Clinton administration federal managers were expressing concerns about
understaffing in relation to the workload they faced (Light, 2002a; National Cioun-
cil of Social Security Management Associations, 2002).

Not surprisingly, the George W. Bush administration did not have many nice
things to say about the Clinton reforms. As further discussed in Chapter Fourteen,
the second President Bush was the first president to have a management degree,
and early in his administration he indicated an interest in management by issuing
the President’s Management Agenda (U.S. Office of Management and Budget, 2002).
In this report, the Bush administration attacked the Clinton administration’s elim-
mation of 324,580 employees as a poorly planned, across-the-board cutback in
which people were let go without assessing their importance to agency missions.
The Agenda announced five primary government-wide initiatives: Strategic Man-
agement of Human Capital, Competitive Sourcing, Improved Financial Per-
formance, Expanded Electronic Government, and Budget and Performance
Integration. The U.S. Office of Management and Budget (2002) then issued
“agency scorecards” to twenty-six major federal agencies based on discussions with
experts in government and universities. The scorecards used a “traffic light” grad-
ing system for each of the five government-wide initiatives. Green meant success,
yellow meant mixed results, and red meant unsatisfactory. Of the 130 “traffic
lights” awarded to the twenty-six agencies on the five initiatives, only 19 were yel-
low;, 1 was green, and the rest were red.

The trend has played out at other levels of government as well. In 1996, the
state of Georgia attracted national attention when Governor Zell Miller led a
reform initiative in which newly hired state government employees would not
receive civil service job protections that state employees had had for many years
(West, 2002). Governor Miller’s public calls for reform echoed those of Jimmy
Carter at the federal level almost twenty years earlier, emphasizing the need to
shake up a stodgy bureaucracy and slothful bureaucrats. Around the same time,
Governor Jeb Bush sought similar reforms in Florida using similar justifications.

In all these reform efforts, there were positive features and messages as well
as negative ones. The political leaders often emphasized the value of good public
servants and the objective of protecting good workers from those who shirked their
duties. The leaders of the reform efforts probably harped on bad management to
get public attention and support, and to get the attention of public employees,
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who might resist changes as they are allegedly notorious for doing. All of the ef-
forts nevertheless show the continuing tendency to justify reforms by claiming that
public management is in very bad shape.

As suggested earlier, many informed observers worry that this tendency to
harp on bad public management can demoralize and damage the public service.
In 2002, a second Volcker Commission convened to renew efforts to revitalize the
public service. Also, a successful businessman donated a large amount of money
to support the formation of the Partnership for Public Service. The Partnership
1s a nonprofit organization devoted to promoting public service through such steps
as improving recruitment for government work. It joined the U.S. Senate Gov-
ernmental Affairs Committee (U.S. Senate, Committee on Governmental Affairs,
2000, 2001) and the U.S. General Accounting Office (2002a, 2002b) in calling for
aresponse to a “human capital crisis” in the federal government. Using the term
human capital to emphasize the crucial value of the human beings in an organiza-
tion, those associated with this movement have pointed out that a huge percent-
age of the federal workforce will become eligible for retirement in the near future.
They have also pointed to surveys of good students in universities that have found
that only one out of ten rates the federal government as a good place to work.
In addition, rapid changes in information technology and other areas have
changed the skills and personnel needed in all types of organizations, and in-
creased competition for people with the necessary skills. All of these challenges,
aggravated by the sharp cuts in the federal workforce in the 1990s, appear to be
contributing to a crisis in the federal service, according to the members of this
movement. Similar challenges face state and local governments (Walters, 2002)
and European nations as well (Office of Economic Cooperation and Develop-
ment, Public Management Committee, 2002).

Significantly, by the middle of 2002, surveys were finding declining morale
and work satisfaction among federal managers and employees (Light, 2002a). They
also found, as they have for years, that many public managers and employees also
criticized the management systems in which they worked, thus underscoring the
point that reforms often target problems that public employees themselves com-
plain about. The problems in public service do not arise simply because some po-
litical leaders and reformers say unflattering things about the public bureaucracy
and public employees. The agonies and ironies of the repeated attempts at reform
and improvement reflect ongoing dilemmas in controlling and managing public
organizations. Still, the negative turns that many reforms take tend to damage the
reforms themselves and the public service they aim to reform. An objective of this
book is to assess and disseminate valuable concepts about organizations and man-
agement that can support more effective management and more positive and ef-
fective management reforms.
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Effective Public Management

For pursuing the objective just mentioned, there is plenty of help available. The
sharp criticisms of government and government agencies and employees that pre-
dominated public discourse about them in the 1980s and persisted in various ways
through the 1990s evoked a counterattack from authors who argued that public
bureaucracies perform better than is commonly acknowledged (Doig and Har-
grove, 1987; Downs and Larkey, 1986; Goodsell, 1994; Milward and Rainey, 1983;
Tierney, 1988). Others described successful governmental innovations and poli-
cies (Holzer and Callahan, 1998; Poister, 1988b; Schwartz, 1983). Wamsley and
his colleagues (1990) called for increasing recognition that the administrative
branches of governments in the United States play as essential and legitimate a
role as the other branches of government. Many of these authors pointed to ev-
idence of excellent performance by many government organizations and officials,
and to the difficulty of proving that the private sector performs better. Attacks on
government agencies often misplace the blame, targeting the public bureaucracy
for problems that arise from legislative or interest-group pressures. In addition,
government bureaucracy serves as an easy target because of public stereotypes
and misunderstanding. For example, years ago a Roper poll asked a representa-
tive sample of Americans how much of every $100 spent on the social security
program goes to administrative costs. The median estimate was about $50; the ac-
tual figure 1s about $1.30 (Milward and Rainey, 1983). More recently, adminis-
trative costs of the Social Security Administration have equaled only 0.8 percent
of total benefits paid out to 140 million beneficiaries (Eisner, 1998), so the agency
has evidently cut its costs even further, and further eroded the accuracy of nega-
tive stereotypes about inefficient public bureaucracy.

In response to this concern, as well as to the concerns about the adequacy
of the literature and of our knowledge about effective public management, the
literature continued to burgeon in the 1990s and into the new century. As later
chapters show, a genre has developed that includes numerous books and articles
about effective leadership, management, and organizational practices in govern-
ment agencies (Ban, 1995; Barzelay, 1992; Behn, 1994; Borins, 1998; Cohen and
Eimicke, 1998; Cooper and Wright, 1992; Denhardt, 2000; Doig and Hargrove,
1987; Hargrove and Glidewell, 1990; Holzer and Callahan, 1998; Ingraham,
Thompson, and Sanders, 1998; Jones and Thompson, 1999; Light, 1998; Linden,
1994; Osborne and Gaebler, 1992; Popovich, 1998; Rainey and Steinbauer, 1999;
Riccucci, 1995; Thompson and Jones, 1994; Wolf, 1993, 1997). In addition, books
are appearing that defend the value and performance of government in general
(Glazer and Rothenberg, 2001; Light, 2002b; Neiman, 2000; Esman, 2000). It
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remains to be seen whether the terrible events of September 11 will lead to a
change in the general public orientation toward government (Hirschman, 1982).
Clearly, however, a movement is under way that asserts that government organi-
zations can and do perform well, and that we need continued inquiry into when
they do, and why.

The Challenge of Sustained Attention and Analysis

The controversies just described reflect fundamental complexities of the Ameri-
can political and economic system. That system has always subjected the ad-
ministrative branch of government to conflicting pressures over who should control
and how, whose interests should be served, and what values should predominate
(Waldo, [1947] 1984). Management involves paradoxes that require organizations
and managers to balance conflicting objectives and priorities. Public management
often involves particularly complex objectives, and especially difficult conflicts
among them.

In this debate over the performance of the public bureaucracy and about
whether the public sector represents a unique or a generic management context,
both sides are correct, in a sense. General management and organizational con-
cepts can have valuable applications in government; however, unique aspects of
the government context must often be taken into account. In fact, the examples
of effective public management given in later chapters show the need for both.
Managers in public agencies can effectively apply generic management proce-
dures, but they must also skillfully negotiate external political pressures and ad-
ministrative constraints to create a context in which they can manage effectively.
The real challenge involves identifying how much we know about this process, and
when, where, how, and why it applies. We need researchers, practitioners, officials,
and citizens to devote sustained, serious attention to developing our knowledge of
and support for effective public management and effective public organizations.

Organizations: A Definition and a Conceptual Framework

As we move toward a review and analysis of research relevant to public organi-
zations and their management, it becomes useful to clarify the meaning of basic
concepts about organizations and to develop a framework to guide the sustained
analysis this book will provide. Figure 1.1 presents a framework for this purpose.
Figure 1.2 elaborates on some of the basic components of this framework, provid-
ing more detail about organizational structures, processes, and people.
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Writers on organization theory and management have argued for a long time
over how best to define organization, and have reached little consensus. It is not a
good use of time to worry over a precise definition, so here is a provisional one
that employs elements of Figure 1.1. This statement goes on too long to serve as
a precise definition; it actually amounts to more of a perspective on organizations:

An organization is a group of people who work together to pursue a goal. They
do so by attaining resources from their environment. They seek to transform those
resources by accomplishing tasks and applying technologies to achieve effective
performance of their goals, thereby attaining additional resources. They deal
with the many uncertainties and challenges associated with these processes by
orgamizing their activities. Organizing involves leadership processes, through which
leaders guide the development of strategies for achieving goals and the establish-
ment of structures and processes to support those strategies. Structures are the
relatively stable, observable assignments and divisions of responsibility within
the organization, achieved through such means as hierarchies of authority,
rules and regulations, and specialization of individuals, groups, and subunits.
The division of responsibility determined by the organizational structure di-
vides the organization’s goals into components on which the different groups
and individuals can concentrate—hence the term organization, referring to the
set of organs that make up the whole. This division of responsibility requires
that the individual activities and units be coordinated. Structures such as rules
and regulations and hierarchies of authority can aid coordination. Processes are
less physically observable, more dynamic activities that also play a major role in
the response to this imperative for coordination. They include such matters as
determining power relationships, decision making, evaluation, communication,
conflict resolution, and change and innovation. Within these structures and
processes, groups and individuals respond to incentives presented to them, making
the contributions and producing the products and services that ultimately result

in effective performance.

While this perspective on organizations and the framework depicted in the
figures seem very general and uncontroversial, they have a number of serious im-
plications that could be debated at length. Mainly, however, they simply set forth
the topics that the chapters of this book cover and indicate their importance as
components of an effective organization. Management consultants working with
all types of organizations claim great value and success for frameworks about as
general as this one, as ways of guiding decision makers through important topics
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and issues. Leaders, managers, and participants in organizations need to de-
velop a sense of what it means to organize effectively, and a sense of which aspects
of an organization they should think about most in trying to improve the orga-
nization or organize some part of it or some new undertaking. The framework
presented here offers one of many approaches to organizing one’s thinking about
organizing, and the chapters to come elaborate its components. The final chap-
ter provides an example of applying the framework to organizing for and man-
aging a major trend, the contracting out of public services.

Summing Up Some Key Points

This chapter has advanced the following points and assumptions for the book.

The terrorist attacks on September 11 and the major emphasis on an organi-
zational response to them illustrate the crucial roles that public organizations
play. They also contrast sharply with an antigovernment trend in the public’s atti-
tudes and actions in the United States and in many other nations. Many people as-
sume that government organizations cannot perform as effectively or efficiently as
private ones. Yet this assumption is not grounded in sound evidence, and it runs
against some important themes in organization theory and management.

In the United States, this antigovernment trend involves a measure of am-
bivalence. Citizens support a strong role for government in many ways and make
many demands on government and government agencies. They support the del-
egation of large amounts of authority and funding to government agencies and
officials. These pressures indicate the continuing need to improve the performance
of government agencies.

We can improve public management and the performance of public agencies
by learning from the literature on organization theory, organizational behavior,
and general management and applying it to government agencies and activities.
The literature on organizations and management has not paid enough attention
to public sector organizations and managers. This book integrates research and
thought on the public sector context with the more general organizational and
management theories and research.

This integration has important implications for the debates on whether pub-
lic management is basically ineffective or often excellent, and on how to reform
and improve public management and education for people who pursue it. A sus-
tained, careful analysis, drawing on available concepts, theories, and research, and
organized around the general framework presented in this chapter, can contribute
to advancing our knowledge of these topics.
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UNDERSTANDING THE
STUDY OF ORGANIZATIONS

A Historical Review

L arge, complex organizations and literature about them have existed for many
centuries, but they have proliferated tremendously within the last two cen-
turies. Most of the large body of research and writing available today appeared
fairly recently. This chapter reviews major developments in the research, theory,
and thinking about organizations and management over the last century. Ex-
hibit 2.1 (at the end of the chapter) provides a summary of the developments re-
viewed 1in this chapter.

This book’s analysis of public organizations begins with this review for a num-
ber of reasons. It illustrates the generic theme mentioned in the previous chapter.
It shows that the major contributors to this field have usually treated organizations
and management as generally similar in all contexts, not drawing much of a dis-
tinction between the public and private sectors. The generic emphasis has much
value, and this book draws upon it. It also sets the stage for the controversy over
whether public organizations can be treated as a reasonably distinct category. Later
chapters show evidence supporting the claim that they are distinctive in impor-
tant ways.

Managers need to be aware of the historical developments summarized in
this chapter. The review covers terms, ideas, and names that serve as part of the
vocabulary of management, and well-prepared managers need to develop a sound
understanding of them. For example, managers regularly refer to Theory X and
Theory X, span of control, and other concepts the review covers.
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In addition, this historical overview illustrates a central theme in the study and
practice of management—the important role of theory and expert opinion.
The review provided here shows that the different bodies of theory about how
to organize and manage have strongly influenced, and been influenced by, the way
managers and organizations behave. Some of the general trends involve pro-
foundly important beliefs about the nature of human motivation and of success-
tul organizations. The review shows that management theory and practice have
evolved over the past century. Theories about the motives, values, and capacities
of people in organizations have evolved, and this evolution has in turn prompted
additional theories about how organizations must look and behave in response to
the increasing complexity and rapid change in the contexts in which they oper-
ate. Theories and expert opinion have moved away from emphasis on highly bu-
reaucratized organizations with strong chains of command, very specific and
unchanging job responsibilities, and strong controls over the people in them,
and toward more flexible, “organic” organizations, horizontal communications,
and a virtual crescendo of calls for participation, empowerment, teamwork, and
other versions of more decentralized, adaptive organizations. The description in
Chapter One of presidents and governors calling for more flexibility in manag-
ing people in government reflects this general trend in some ways, but it also raises
the question of how government organizations can respond to this trend.

The review thus shows that theories are not impractical abstractions but
frameworks of ideas that often play a major role in management practice. It il-
lustrates why the framework in Figures 1.1 and 1.2 looks as it does, and it shows
that the framework actually reflects many of the major developments in the field
over the century.

The Systems Metaphor

TFigures 1.1 and 1.2 and the accompanying definition of organization in Chap-
ter One implicitly reflect one major organizing theme for these developments: how
the field has moved from early approaches (now considered “classical” views) that
emphasized a single appropriate form of organization and management, toward
more recent approaches that reject this “one best way” concept. Recent perspec-
tives emphasize the variety of organizational forms that can be effective under the
different contingencies, or conditions, that organizations face.

This trend in organization theory borrows from the literature on general sys-
tems theory. This body of theory has developed the idea that there are various
types of systems in nature that have much in common. Analyzing these systems,
according to systems theorists, provides insights about diverse entities and a
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common language for specialists in different fields (Daft, 2001, pp. 11-15; Kast
and Rosenzweig, 1973, pp. 37-56; Katz and Kahn, 1966, pp. 19-29).

A system 1Is an ongoing process that transforms certain specified #puts into out-
puts; these in turn influence subsequent inputs into the system in a way that sup-
ports the continuing operation of the process. One can think of an organization
as a system that takes in various resources and transforms them in ways that lead
to attaining additional supplies of resources (the definition in Chapter One in-
cludes this idea). Systems have subsystems, such as communications systems or pro-
duction systems within organizations, and throughput processes, which are sets of
internal linkages and processes that make up the transformation process. The out-
puts of the system lead to _feedback, the influences that the outputs have on subse-
quent inputs. The systems theorists, then, deserve credit (or blame) for making
terms such as mput and feedback part of our everyday jargon. Management analysts
have used systems concepts—usually elaborated far beyond the simple descrip-
tion given here—to examine management systems and problems.

A major trend among organizational theorists in the past century has been to
distinguish between closed systems and open or adaptive systems. Some systems are
closed to their environment; the internal processes remain the same regardless
of environmental changes. A thermostat is part of a closed system that transforms
inputs, in the form of room temperature, into outputs, in the form of responses
from heating or air conditioning units. These outputs feed back into the system
by changing the room temperature. The system’s processes are stable and machine-
like. They respond consistently in a programmed pattern.

One can think of a human being as an open or adaptive system. Humans
transform their behaviors to adapt to their environment when there are environ-
mental changes for which the system is not programmed. Thus, the human being’s
internal processes are open to the environment and able to adapt to shifts in it.

Some organization theorists have expressed skepticism about the usefulness
of the systems approach (Meyer, 1979), but others have found it helpful as a
metaphor for describing how organization theory has evolved during this century.
These theorists say that the earliest, “classical” theories treated organizations and
employees as if they were closed systems.

Classical Approaches to Understanding Organizations

These early theories, and the advice they gave to managers, emphasized stable,
clearly defined structures and processes, as if organizational goals were always
clear and managers’ main challenge was to design the most efficient, repetitive,
machinelike procedures to maximize attainment of the organization’s goals. Some
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organization theorists also characterize this view as the “one best way” approach
to organization.

Frederick Taylor and Scientific Management

In a New Yorker cartoon published in 1990, a lady has walked into an office where
a man is kneeling on top of filing cabinets and reaching down into the drawers of
the cabinet and filing papers. The lady says, “According to our time-and-motion
studies, you handle your time very well, but a lot of your motion is wasted.” The
cartoon assumes that at the end of the twentieth century any intelligent person
would know the meaning of a time-and-motion study. This technique became
well-known because of the scientific management school.

Frederick Taylor (1919) is usually cited as one of the pioneers of managerial
analysis. He was the major figure in the scientific management school, which in
Taylor’s own words involved the systematic analysis of “every little act” in tasks
to be performed by workers. Taylor asserted that scientific management involved
a division of labor that was relatively new in historical terms. Whereas for cen-
turies work processes had been left to the discretion of skilled craftspeople and ar-
tisans, scientific management recognized a division of responsibility between a
managerial group and a group that performed the work. The role of management
was to gather detailed information on work processes, analyze it, and derive rules
and guidelines for the most efficient way to perform the required tasks. Workers
were then to be selected and trained in these procedures so they could maximize
their output, the quality of their work, and their own earnings.

Taylor and others developed procedures for analyzing and designing tasks
that are still in use today. They conducted time-motion studies, which involved the
detailed measurement and analysis of physical characteristics of the workplace,
such as the placement of tools and machinery in relation to the worker and the
movements and time that the worker had to devote to using them. The objective
was to achieve the most efficient physical layout for the performance of a speci-
fied task. Analytical procedures of this sort are still widely used in government and
industry.

Taylor’s determination to find the “one best way” to perform a task was such
that he even devoted himself to finding the best way to design golf greens and golf
clubs. He designed a putter that the golfer stabilized by cradling the club in his or
her elbows. The putter proved so accurate that the U.S. Golf Association banned
it (Hansen, 1999).

Taylor’s emphasis on the efficient programming of tasks and workers provoked
controversy even in its heyday. In later years critics attacked his work for its ap-
parent inhumanity and its underestimation of psychological and social influences
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on worker morale and productivity. Some of this criticism is overdrawn and fails
to give Taylor credit for the positive aspects of his pioneering work. Taylor actu-
ally felt that his methods would benefit workers by allowing them to increase their
earnings and the quality of their work. In his own accounts of his work he said
that he originally became interested in ways of encouraging workers without su-
pervisors’ having to place pressure on them. As a manager, he had been involved
in a very unpleasant dispute with workers, which he attributed to the obligation
to put them under pressure (Burrell and Morgan, 1980, p. 126). He wanted to find
alternatives to such situations.

Yet Taylor did emphasize pay as the primary reward for work. He stressed
minute specialization of worker activities, as if the worker were a rather mindless
component of a mechanistic process. He did not improve his image with later or-
ganizational analysts when he used as an illustration of his techniques a descrip-
tion of his efforts to train a Scandinavian worker, whom he said was as dumb as
an ox, in the most efficient procedures for shoveling pig iron. Though the value of
his contribution is undeniable, as a guiding conception of organizational analy-
sis, scientific management severely oversimplified the complexity of the needs of
humans in the workplace.

Max Weber: Bureaucracy as an Ideal Construct

Also in the early decades of the century, Max Weber’s writings became influen-
tial, in a related but distinct way. Organization theorists often treat Weber as the
founder of organizational sociology—the analysis of complex organizations.
His investigations of bureaucracy as a social phenomenon provided the most in-
fluential early analysis of the topic (Gerth and Mills, 1946).

The proliferation of organizations with authority formally distributed among
bureaus or subunits is actually a fairly recent development in human history. Weber
undertook to specify the defining characteristics of the bureaucratic form of or-
ganization, which he saw as a relatively new and desirable form in society. He saw
the spread of such organizations as part of a movement toward more legal and
rational forms of authority and away from authority based on tradition (such as
monarchical power) or charisma (such as that possessed by a ruler like Napoleon).
The bureaucratic form was distinct even from the administrative systems of the
ancient Orient (such as in Mandarin China) and from other systems regarded as
similar to modern systems. In traditional feudal or aristocratic systems, Weber
said, people’s functions were assigned by personal trustees or appointees of the
ruler. Further, their offices were more like avocations than modern-day jobs; au-
thority was discharged as a matter of privilege and the bestowing of a favor.
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The bureaucratic form was distinct in its legalistic specification of the au-
thorities and obligations of office. Weber wrote that the fully developed version of
bureaucracy had the following characteristics:

1. Fixed, official jurisdictional areas are established by means of rules. The rules
distribute the regular activities required by the organization among these fixed
positions or offices, prescribing official duties for each. The rules distribute and
fix the authority to discharge the duties, and they also establish specified qual-
ifications required for each office.

2. There is a hierarchy of authority, involving supervision of lower offices by
higher ones.

3. Administrative positions in the bureaucracy usually require expert training and
the full working capacity of the official.

4. Management of subunits follows relatively stable and exhaustive rules, and
knowledge of these rules and procedures is the special expertise of the official.

5. The management position serves as a full-time vocation, or career, for the

official.

Weber regarded this bureaucratic form of organization as having technical
advantages compared to administrative systems in which the officials regarded
their service as an avocation, often gained by birthright or through the favor of
a ruler, to be discharged at the official’s personal discretion. In Weber’s view, the
existence of qualified career officials, a structured hierarchy, and clear, rule-based
specifications of duties and procedures made for precision, speed, clarity, consis-
tency, and reduction of costs. In addition, the strict delimiting of the duties and
authority of career officials and the specification of organizational procedures
in rules supported the principle of the objective performance of duties. Duties
were performed consistently, and clients were treated without favoritism; the or-
ganization was freed from the effect of purely personal motives. With officials
placed in positions on the basis of merit rather than birthright or political favori-
tism, constrained by rules defining their duties, and serving as career experts,
bureaucracies represented the most efficient organizational form yet developed,
from Weber’s perspective.

Weber did express concern that bureaucratic routines could oppress indi-
vidual freedom (Fry, 1989) and that problems could arise from placing bureau-
cratic experts in control of major societal functions. Nevertheless, he described
bureaucracy as a desirable form of organization, especially for efficiency and
the fair and equitable treatment of clients and employees. He thus emphasized a
model of organization involving clear and consistent rules, a hierarchy of authority,
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and role descriptions. For this reason, Weber is often grouped with the other clas-
sic figures as a proponent of what would later be characterized as the closed-system
view of organizations.

The Administrative Management School: Principles of Administration

Also in the first half of the century, a number of writers began to develop the first
management theories that encompassed a broad range of administrative func-
tions that we now include under the topic of management, and the proper means
of discharging those functions. They sought to develop principles of administra-
tion to guide managers in such functions as planning, organizing, supervising, con-
trolling, and delegating authority. This group became known as the administrative
management school (March and Simon, 1958).

The members of the administrative management school emphatically es-
poused one proper mode of organizing. They either implied or directly stated that
their principles would provide effective organization. The flavor of their work and
their principles are illustrated in prominent papers by two of the leading figures
in this group, Luther Gulick and James Mooney. In “Notes on the Theory of Or-
ganization,” Gulick (1937) discussed two fundamental functions of management,
the division of work and the coordination of work. Concerning the division of
work, he discussed the need to create clearly defined specializations. Specialization,
he said, allows the matching of skills to tasks and the clear, consistent delineation
of tasks. He noted certain limits on specialization. No job should be so narrowly
specialized that it does not take up a full work day, leaving the worker idle. Cer-
tain technological conditions, or traditions or customs, may constrain the assign-
ment of tasks; and there are certain tasks, such as licking an envelope, that involve
steps so organically interrelated that they cannot be divided.

Once a task has been properly divided, coordinating the work then becomes
imperative. On this matter, Gulick proposed principles that were much clearer
than his general points about specialization. Work can be coordinated through or-
ganization or through a dominant idea or purpose that unites efforts. Coordina-
tion through organization should be guided by several principles. First is the span
of control—the number of subordinates reporting to one supervisor. The span of
control should be kept narrow, limited to between six and ten subordinates per su-
pervisor. Effective supervision requires that the supervisor’s attention not be di-
vided between too many subordinates. Gulick also proposed the principle of one
master—each subordinate should have only one superior. There should be no con-
fusion as to who the supervisor is. A third principle is technical efficiency through the
principle of homogeneity—tasks must be grouped into units on the basis of their homo-
geneity. Dissimilar tasks should not be grouped together. In addition, a specialized
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unit must be supervised by a homogeneous specialist. Gulick gave examples of
problems resulting from violation of this principle in government agencies: in an
agricultural agency, for instance, the supervisor of the pest control division must
not be given supervisory responsibility over the agricultural development division.

In the same paper, Gulick sought to define the job of management and ad-
ministration through what became one of the most widely cited and influential
acronyms in general management and public administration: POSDCORB. The
letters stand for planning, organizing, staffing, directing, coordinating, reporting,
and budgeting. These are the functions, he said, for which principles needed to be
developed in subsequent work.

In “The Scalar Principle,” Mooney (1930) presented a generally similar pic-
ture of the effort to develop principles. He said that an organization must be like
a scale, a graded series of steps, in terms of levels of authority and corresponding
responsibilities. The principle involved several component principles. The first
of these was leadership. Under this principle, Mooney said, a “supreme coordi-
nating authority” at the top must project itself through the entire “scalar chain”
to coordinate the entire structure. This was to be accomplished through the prin-
ciple of delegation, under which higher levels assign authority and responsibility
to lower levels. These processes accomplished the third principle of functional de-
finition, under which each person is assigned a specific task.

These two papers reflect the characteristics of the administrative manage-
ment school. If certain of the principles seem vague, that was typical, as critics
would later point out. In addition, these two authors clearly emphasize formal
structure in the organization and the hierarchical authority of administrators.
While some of the principles are vaguely discussed, some of them are quite clear.
Tasks should be highly specialized. Lines of hierarchical authority must be very
clear, with clear delegation down from the top and clear accountability and su-
pervisory relations. Span of control should be narrow. There should be unity of
command; a subordinate should be directly accountable to one superior. Like
Weber and Taylor, these authors tended to emphasize consistency, rationality, and
machinelike efficiency. They wrote about organizations as if they could operate
most effectively as closed systems, designed according to the one proper form of
organization.

The historical contribution of this group is undeniable; the tables of contents
of many contemporary management texts reflect the influence of these theorists®
early efforts to conceive the role of management and administration. In some
highly successful corporations, top executives have made this literature required
reading for subordinates (Perrow, 1970b).

Gulick identified very strongly with public administration. He and other mem-
bers of the administrative management school played important roles in the work
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of various committees and commissions on reorganizing the federal government,
such as the Brownlow Committee in 1937 and the Hoover Commission in 1947.
The reforms these groups proposed reflected the views of the administrative man-
agement school; they were aimed at such objectives as grouping federal agencies
according to similar functions, strengthening the hierarchical authority of the chief
executive, and narrowing the executive’s span of control.

The immediate influence of these proposals on the structure of the federal
government was complicated by political conflicts between the president and Con-
gress (Arnold, 1995). They had a strong influence, however, especially on the de-
velopment of an orthodox view of how administrative management should be
designed in government. Some scholars argue that the influence has continued
across the years. They contend that structural developments in public agencies
and the attitudes of government officials about such issues still reflect an ortho-
dox administrative management school perspective (Golembiewski, 1962; Knott
and Miller, 1987; Warwick, 1975, pp. 69-71). The influence of the administrative
management school on these reform efforts can be considered the most significant
direct influence on practical events in government that organization theorists have
ever had. Nevertheless, critics later attacked the views of the administrative man-
agement theorists as too limited for organizational analysis. As described later, re-
searchers began to find that many successful contemporary organizations violate
the school’s principles drastically and enthusiastically.

Before turning to the reaction against the administrative management per-
spective, however, we should note the context in which the administrative man-
agement theorists as well as the preceding early theorists worked. The administrative
management theorists’ work was related to the broad progressive reform move-
ment earlier in that century (Knott and Miller, 1987). Those reformers sought to
eradicate corruption in government, especially on the part of urban political ma-
chines and their leaders. They sought to institute more professional forms of ad-
ministration through such means as establishing the role of the city manager. In
addition, the growth of government over the earlier part of the century had led
to a great deal of sprawling disorganization among the agencies and programs of
government; there was a need for better organization. In this context, the ad-
ministrative management theorists’ emphasis on basic organizational principles
appears not only well justified but absolutely necessary.

It is also important to acknowledge that these early theorists did not ad-
vance their ideas as simplemindedly as some later critics depict it. Although Luther
Gulick came to be characterized in many organization theory texts as one of the
foremost proponents of highly bureaucratized organizations, he wrote a reflection
on administrative issues from World War II in which he drew conclusions about
the efficiency of democracy. He argued that the democratic system of the United
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States actually gave it advantages over the seemingly more authoritarian and hier-
archical axis powers. The more democratic process required more participation
and cooperation in problem solving and thus led to better planning and imple-
mentation of plans than in the authoritarian regimes (Van Riper, 1998). Gulick
thus suggested that more democratic processes may look less efficient than more
authoritarian ones, even though they can produce more efficient and effective re-
sults. It will be evident in later sections that Gulick’s thinking thus foreshadowed
much of contemporary management theory. (Gulick also played an important role
in the development of park and recreational programs, and reportedly suggested
to James Naismith that he invent an indoor game to keep young people in con-
dition during cold weather. Naismith then invented basketball.)

Another very original thinker, Mary Parker Follett, wrote very approvingly of
the effort to develop administrative principles, and scholars sometimes classify her
as a member of this school. She wrote, however, a classic essay on “the giving of
orders” (Follett, [1926] 1989) that had very original and forward-looking impli-
cations. In the essay, she proposed a cooperative, participative process for giving
orders, in which superiors and subordinates develop a shared understanding of
the particular situation and what it requires. They then follow the “law” of the sit-
uation rather than having a superior impose an order on a subordinate. Follett’s
perspective both foreshadowed later movements and influenced them in the di-
rection of the kind of participatory and egalitarian management described later.
It also foreshadowed contemporary developments in feminist organization theory
(Morton and Lindquist, 1997; Guy, 1995; Hult, 1995).

Still, the several contributions covered so far concentrated on a relatively lim-
ited portion of the framework for organizational analysis given in Figures 1.1 and
1.2 and the definition of organization in Chapter One. They emphasized the mid-
dle and lower parts of the framework, particularly organizational structure. They
paid some attention to tasks and to incentives and motivation, but they were quite
limited in comparison to the work of later authors. Additional developments would
rapidly begin to expand the analysis of organizations, with increasing attention
paid to the other components in Figures 1.1 and 1.2.

Reactions, Critiques, and New Developments

Developments in the emerging field of industrial psychology led to a sharp reac-
tion against Taylor’s ideas about scientific management and the principles of
the administrative management school. These developments also led to a dramatic
change in the way organizational and managerial analysts viewed the people in
organizations. Researchers studying behavior and psychology in industry began
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to develop more insight into psychological factors in work settings. They analyzed
the relationships between such factors as fatigue, monotony, and worker produc-
tivity. They studied working conditions, analyzing variables such as rest periods,
hours of work, methods of payment, routineness of work, and the influence of so-
cial groups in the workplace (Burrell and Morgan, 1980, p. 129).

The Hawthorne Studies: The Discovery of Human Beings in the Workplace

A series of experiments beginning in the mid-1920s at the Hawthorne plant of
the Western Electric Company provided a more subtle view of the psychology
of the workplace than previous theorists had produced. The Hawthorne studies
involved a complex series of experiments and academic and popular reports of
their results over a number of years. Controversy continues over the interpreta-
tion and value of these studies (Burrell and Morgan, 1980, pp. 120—143); how-
ever, most organization theorists describe them as pathbreaking illustrations of the
influence of social and psychological factors on work behavior, conditions that
often have stronger effects than factors such as pay or the physical conditions of
the workplace. An employee’s work-group experiences, a sense of the importance
of one’s work, and attention and concern on the part of supervisors are among
a number of important social and psychological influences on workers.

The leaders of the project identified several major experiments and observa-
tions as the most significant in the study (Roethlisberger and Dickson, 1939). In one
experiment, the researchers lowered the level of illumination in the workplace and
found that productivity nevertheless increased, because the workers responded to
the attention of the researchers. In another study, they improved the working con-
ditions in a small unit through numerous alterations in rest periods and working
hours. Increases in output were at first taken as evidence that the changes were
influencing productivity. When the researchers tested that conclusion by with-
drawing the improved conditions, however, they found that, rather than falling off,
output remained high. In the course of the experiment, the researchers had con-
sulted the workers about their opinions and reactions, questioned them sympa-
thetically, and displayed concern for their physical well-being. Their experiment on
the physical conditions of the workplace had actually altered the social situation in
the workplace, and that appeared to account for the continued high output.

In observing another work group, the researchers found that it enforced strict
norms regarding group members’ productivity. To be a socially accepted mem-
ber of the group, a worker had to avoid being a “rate buster,” who turns out too
much work; a “chiseler,” who turns out too little; or a “squealer,” who says some-
thing to a supervisor that could be detrimental to another worker. This suggested
to the researchers a distinction between the formal organization, as it is officially
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presented in organization charts and rules, and the informal organization. The
informal organization develops through unofficial social processes within the or-
ganization, but it can involve norms and standards that are just as forceful influ-
ences on the worker as formal requirements.

The Hawthorne studies were widely regarded as the most significant demon-
stration of the importance of social and psychological factors in the workplace up
to that time, and they contributed to a major shift in research on management and
organizations. The emphasis on social influences, informal processes, and the mo-
tivating power of attention from others and a sense of significance for one’s work
constituted a major counterpoint against the principles of administrative man-
agement and scientific management.

Chester Barnard and Herbert Simon:
The Inducements-Contributions Equilibrium and the Limits of Rationality

A successful business executive turned organization theorist and an academic who
would become a Nobel laureate provided additional major contributions that
weighed against the administrative management school and moved research in
new directions. These contributions added substantially to the attention that or-
ganization theorists paid to organizational processes (especially decision making),
people, environments, leadership, and goals and values.

Encouraged by the members of the Harvard group who were responsible for
the Hawthorne studies and related work (Burrell and Morgan, 1980, p. 148),
Chester Barnard wrote The Functions of the Executive (1938). It became one of the
most influential books in the history of the field.

Barnard’s definition of an organization—*“a system of consciously coordinated
activities or forces of two or more persons” (1938, p. 73)—illustrates the sharp dif-
ference between his perspective and that of the classical theorists. Barnard focused
on how leaders induce and coordinate the cooperative activities fundamental to an
organization. He characterized an organization as an “economy of incentives,” in
which individuals contribute their participation and effort in exchange for incen-
tives that the organization provides. The executive cadre in an organization must
ensure the smooth operation of this economy. The executive must keep the econ-
omy in equilibrium by ensuring the availability of the incentives to induce the con-
tributions from members that earn the resources for continuing incentives, and so
on. (Notice that the definition of organization in Chapter One speaks of leaders’
and organizations’ seeking to gain resources from the environment to translate into
mcentives. This reflects the influence of Barnard’s perspective.)

Barnard offered a rich typology of incentives, including not just money and
physical and social factors but also power, prestige, fulfillment of ideals and
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altruistic motives, participation in effective or useful organizations, and many oth-
ers. (Chapter Nine provides a complete listing of the possible incentives he named.)

Barnard also saw the economy of incentives as being interrelated with other
key functions of the executive—specifically, communication and persuasion. The
executive must use communication and persuasion to influence workers’ subjective
valuations of various incentives. The executive can, for example, raise the salience
of major organizational values. The persuasion process requires a communication
process, and Barnard discussed both at length. He also distinguished between
formal and informal organizations, but he saw them as interrelated and neces-
sary to each other’s success. He thought of the informal organization as the em-
bodiment of the communication, persuasion, and inducement processes that were
essential to the cooperative activity he saw as the essence of organization. Some
authors now cite Barnard’s ideas on these topics as an early recognition of the
importance of organizational culture, a topic that has received a lot of attention in
management in recent years (see, for example, Peters and Waterman, 1982).

Barnard’s divergence from the classical approaches is obvious. Rather than
stating prescriptive principles, he sought to describe the empirical reality of or-
ganizations. He treated the role of the executive as central, but he deempha-
sized formal authority and formal organizational structures, suggesting that those
factors are not particularly important to understanding how organizations really
operate. Compared to other authors up to that time, Barnard offered a more com-
prehensive analysis of the organization as an operating system, to be analyzed
as such rather than bound by a set of artificial principles. His approach was ap-
parently exhilarating to many researchers, including one of the preeminent social
scientists of the century, Herbert Simon.

Simon attacked the administrative management school much more directly
than Barnard had. In an article entitled “The Proverbs of Administration” in Pub-
lic Admanistration Review (1946), he criticized the administrative management school’s
principles of administration as vague and contradictory. He compared them to
proverbs because he saw them as prescriptive platitudes, such as “Look before you
leap,” that are useless because they are unclear. Often, too, they are countered by
a contradictory proverb: “He who hesitates 1s lost.” The principle of specializa-
tion, for example, never specified whether one should specialize by function, clien-
tele, or place. Specialization also contradicts the principle of unity of command,
which requires that a subordinate report to a superior within his or her special-
ization. But if a school has an accountant, who is obviously a specialist, that ac-
countant must report to an educator. The two principles conflict.

Similarly, the principle of span of control also conflicts with unity of com-
mand. In a large organization, narrow spans of control require many hierarchi-
cal levels. There must be many small work units, with a supervisor for each. Then
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there must be many supervisors above those supervisors to keep the span of con-
trol narrow at that level, and so on up. This makes communication up, down, and
across the organization very cumbersome, and it makes it difficult to maintain
clear, direct hierarchical lines of authority.

Simon called for a more systematic examination of administrative processes
to develop concepts and study their relationships. Researchers, he said, should de-
termine when individuals in administrative settings should choose one or the other
of the alternatives represented by the principles. As indicated by his critique, such
choices are seldom clear. Such limits on the ability of organizational members
to perform well and to be completely rational are major determinants of orga-
nizational processes and their effects. Simon argued that these limits on rational-
ity and ability must be more carefully analyzed. In sum, he argued for a more
empirical and analytical approach to organizational analysis, with decision mak-
ing as the primary focus.

Hammond (1990) contends that Simon’s critique of Gulick and others in the
administrative management school overlooked major strengths of that approach.
As mentioned earlier, the administrative management school did seek to analyze
challenges that managers constantly face, challenges that later researchers have
not really found answers for and that have a continuing influence on organiza-
tional structures in government. Still, most organization theorists agree that
Simon’s rejection of the school’s principles had the stronger influence on subse-
quent work in the field and changed its direction.

Simon pursued his ideas further in Admunistrative Behavior (1948). As the title
indicates, he emphasized analysis of actual behavior rather than stating formal
prescriptions or principles. He drew on Barnard’s idea of an equilibrium of in-
ducements and contributions and extended it into a more elaborate discussion
of an organization’s need to provide sufficient inducements to members, external
constituencies, and supporters for it to survive. (The definition and framework in
Chapter One also reflect the influence of Simon’s perspective.)

Like Barnard, Simon was concerned with the complex process of inducement
and persuasion and with abstract incentives such as prestige, power, and altruis-
tic service in addition to material incentives. He emphasized the uncertainties and
contradictions posed by the classical principles purporting to guide administrative
decisions. He displayed a continuing interest in a fundamental question: Amid
such uncertainty and complexity, how are administrative choices and decisions
made? The classical principles of administration were based on the assumption
that administrators could and would be rational in their choice of the most effi-
cient mode of organization. Much of economic theory assumed the existence of
“economic man”—an assumption that firms and individuals are strictly rational
In maximizing profits and personal gain. Simon observed that in administrative
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settings, there are usually uncertainties. “Administrative man” is subject to cogni-
tive limits on rationality. Strictly rational decisions and choices are impossible in
complex situations, because information and time for making decisions are lim-
ited, and human cognitive capacity is too limited to process all the information
and consider all the alternatives. Whereas most economic theory assumed maxi-
mizing behavior in decision making, Simon coined a new concept. Rather than
maximize, administrators “satisfice.” Satisficing involves choosing the best of a
limited set of alternatives so as to optimize the decision within the constraints of
limited information and time. Thus, an administrator does not make maximally
rational decisions, because that is essentially impossible. The administrator makes
the best possible decision within the constraints imposed by the available time, re-
sources, and cognitive capacity.

This conception of the decision-making process challenged a fundamental
tenet of economic theory. It influenced subsequent research on decision making
in business firms, as amplified by A4 Behavioral Theory of the Firm by Richard Cyert
and James March (1963; see Exhibit 2.1). It provided a major step toward more
recent approaches to organizational decision making, as we will see later. With
James March, Simon later published another influential book, Organizations March
and Simon, 1958), in which they further elaborated the theory of an equilib-
rium between inducements and worker contributions. They presented an exten-
sive set of propositions about factors influencing the decision by an employee to
join and stay with an organization and, once in it, to produce. Simon’s concep-
tion of decision making in administrative settings appears to be the foremost rea-
son that he was later awarded the Nobel Prize in economics, however.

Social Psychology, Group Dynamics, and Human Relationships

Another important development began in the 1930s when Kurt Lewin, a psy-
chological theorist, arrived in the United States as a refugee from Naziism. An im-
mensely energetic intellectual, Lewin become one of the most influential social
scientists of the century. He developed field theory and topological psychology, which
sought to explain human actions as functions of both the characteristics of the in-
dividual and the conditions impinging on the individual at a given time. This may
not sound original now, but it differed from other prominent approaches of the
time, such as Freudian psychology, which emphasized unconscious motives and
past experiences.

Lewin’s emphasis on the field of forces influencing an individual’s actions drew
on his interest in group behaviors and change processes in groups and individu-
als (Back, 1972, p. 98). He studied power, communication, influence, and “cohe-
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sion” within groups, and he developed a conception of change that has been valu-
able to analysts of groups and organizational change for years.

Lewin argued that groups and individuals maintain a “quasi-stationary equi-
librium” in their attitudes and behaviors. This equilibrium results from a balance
between forces pressing for change and those pressing against change. To change
people, you must change these forces. Groups exert pressures and influences on
the individuals within them. If a person is removed from a group and persuaded
to change an attitude but is then returned to the same field of group pressures, the
change is unlikely to last. One must alter the total field of group pressures, through
a three-phase process. The first phase is “unfreezing,” or weakening, the forces
against change and strengthening the forces for change. Next, the “changing”
phase moves the group to a new equilibrium point. Finally, the “refreezing” phase
firmly sets the new equilibrium through such processes as expressions of group
consensus.

One of Lewin’s better-known experiments in group dynamics illustrates his
meaning. Lewin conducted “action research,” which involved analysis and some-
times manipulation of ongoing social processes of practical importance, such as
race relations and group leadership. During World War II, Lewin sought to aid
the war effort by conducting research on methods of encouraging consumption
of underutilized foods as a way of conserving resources. He conducted an exper-
iment in which he attempted to convince housewives that they should use more
beef hearts in preparing meals. He assembled the housewives in groups and pre-
sented them with information favoring the change. They then discussed the mat-
ter, aired and resolved their concerns about the change (“unfreezing”), and came
to a consensus that they should use more beef hearts. In groups in which the
housewives made a public commitment to do so, more of them adopted the new
behavior than in groups where the members made no such public commitment.
The group commitment is an example of “refreezing,” or setting group forces at
a new equilibrium point.

As the intellectual leader of a group of social scientists interested in research
on group processes, Lewin was instrumental in establishing the Research Center
for Group Dynamics at MIT and the first National Training Laboratory, which
served for years as a leading center for training in group processes. These activi-
ties produced an interesting set of diverse, sometimes opposing influences on later
work in the field.

Lewin’s efforts were among the first to apply experimental methods (such as
using control groups) to the analysis of human behavior. The work of Lewin
and his colleagues set in motion the development of experimental social psy-
chology, which led to elaborate experimentation on group processes. Some of the
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important experiments on groups were relevant to organizational behavior. In an-
other classic experiment conducted by members of this group, Lester Coch and
John R. P. French (1948) compared different factory work groups faced with a
change in their work procedures. One group participated fully in the decision to
make the change, another group had limited participation, and a third group was
simply instructed to make the change. The participative groups made the change
more readily and more effectively, with the most participative group doing the
best. These sorts of projects were instrumental in making participative decision mak-
ing, or PDM, a widely discussed and utilized technique in management theory and
practice. Numerous experiments of this sort contributed to the growing literature
on industrial psychology and organizational behavior.

Interestingly, Lewin’s influence also led to an opposing trend in applied group
dynamics. The National Training Laboratory conducted training in group pro-
cesses for governmental and industrial organizations. After Lewin’s death, the
group dynamics movement split into two movements. In addition to the re-
searchers who emphasized rigorous experimental research on group concepts, a
large group continued to emphasize industrial applications and training in group
processes. They tended to reject experimental procedures in favor of learning
through experience in group sessions. Their work contributed to the development
of the field of organization development (described in Chapter Thirteen). It
also led to the widespread use of T-groups, sensitivity sessions, and encounter-
group techniques during the 1960s and 1970s (Back, 1972, p. 99). The work of
Lewin and his colleagues substantially influenced analysts’ conceptions of the com-
ponents of Figures 1.1 and 1.2, especially those concerned with processes of
change and decision making and those concerned with people, especially groups.

The Human Relations School

The Hawthorne experiments and related work and the research on group dy-
namics were producing insights about the importance of social and psychological
factors in the workplace. They emphasized the potential value of participative
management, enhancing employee self-esteem, and improving human relations
in organizations. Numerous authors began to emphasize such factors.

The psychologist Abraham Maslow developed a theory of human needs that
became one of the most influential theories ever developed by a social scientist.
Maslow argued that human needs fall into a set of major categories, arranged in
a “hierarchy of prepotency.” The needs in the lowest category dominate a per-
son’s motives until they are sufficiently fulfilled, and then those in the next-highest
category dominate, and so on. The categories, in order of prepotency, were phys-
1ological needs, safety needs, love needs, self-esteem needs, and self-actualization
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needs. The self-actualization category referred to the need for self-fulfillment,
for reaching one’s potential and becoming all that one is capable of becoming.
Thus, once a person fulfills his or her basic physiological needs, such as the need
for food, and then fulfills the needs at the higher levels on the hierarchy, he or
she ultimately becomes concerned with self-actualization. This idea of making a
distinction between lower- and higher-order needs was particularly attractive to
writers emphasizing human relations in organizations (for more detail on Maslow’s
formulation, see Chapter Nine).

Douglas McGregor, for example, published a book whose title foretells its mes-
sage: The Human Side of Enterprise (1960). McGregor had been instrumental in
bringing Kurt Lewin to MIT, and the influence of both Lewin and Maslow was
apparent in his conceptions of “Theory X” and “Theory Y.” He argued that man-
agement practices in American industry were dominated by a view of human be-
havior that he labeled Theory X. This theory held that employees were basically
lazy, passive, resistant to change and responsibility, and indifferent to organiza-
tional needs. Hence management must take complete responsibility for directing
and controlling the organization. Managers must closely direct, control, and
motivate employees. McGregor felt that Theory X guided organizational prac-
tices in most industrial organizations and was at the heart of classic approaches
to management such as scientific management.

Theory Y involved a diametrically different view of employees. Drawing on
Maslow’s conception of higher-level needs for self-esteem and self-actualization,
McGregor defined Theory Y as the view that employees are fully capable of
self-direction and self-motivation. Underutilized though this theory was, man-
agement based on this approach would be more effective, because individual self-
discipline is a more effective form of control than authoritarian direction and
supervision. McGregor advocated management approaches that would allow more
worker participation and self-control, such as decentralization of authority, man-
agement by objectives, and job enlargement.

Theory Y clearly rejected the classical approach to organization; that rejec-
tion was emphatic in other major works of the time that placed a similar value on
releasing human potential in the workplace. Argyris (1957), for example, argued
that there were inherent conflicts between the needs of the mature human per-
sonality and the needs of organizations. When management applies the classical
principles of administration, healthy individuals will experience frustration, fail-
ure, and conflict. Healthy individuals desire relative independence, activeness, and
use of their abilities. These motives clash with the classical principles, such as those
that call for narrow spans of control, a clear chain of command, unity of direc-
tion, and narrow specialization. These principles foster dependence on superi-
ors and organizational rules, promote passiveness due to reduced individual
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discretion, and limit workers’ opportunities to use their abilities. Argyris, too, called
for further development of such techniques as participative leadership and job en-
largement to counter this problem.

Like the classical theorists before them, the proponents of human relations
theories in turn became the targets of scathing criticism. Critics complained
that they concentrated too narrowly on one dimension of organizations—the
human dimension—and were relatively inattentive to other major dimensions,
such as organizational structure, labor union objectives, and environmental pres-
sures. They argued that the human relations types were repeating the mistake of
proposing one best way of approaching organizational and managerial analysis,
that they always treated interpersonal and psychological factors as the central, cru-
cial issues. Some critics also grumbled about the tendency of these theories to
always serve the ends of management, as if the real objective were to get workers
to acquiesce in the roles management imposed on them. Even where the mo-
tives were pure, some critics asserted, the approach was often naive.

Probably the most damaging critique of the human relations approach was
concerned with its lack of empirical support, that is, the lack of evidence that
improved human relations would lead to improved organizational performance
(Perrow, 1970b). The upsurge in empirical research that occurred in the 1950s and
1960s produced evidence of considerable conflict in some very successful organi-
zations. Research also produced little evidence of a strong relationship between
individual job satisfaction and productivity.

Like the criticisms of the classical approaches, these criticisms tended to be
overblown and a bit unfair. They often overlooked the historical perspective of the
writers, underestimating the significance of what they were trying to do at the time.
The msights that these organizational analysts provided remain valuable—and dan-
gerous to ignore. Examples still abound of management practices that cause dam-
age because of inattention to the factors emphasized by the human relations
theorists. When improperly implemented, scientific management techniques have
created ludicrous situations in which workers slow down or disguise their normal
behaviors when management analysts try to observe them.

For example, a consulting firm once tried to implement a management im-
provement system in a large state agency in Florida. The system involved a de-
tailed analysis of work procedures through a process similar to time-motion
methods. The process involved having observers spot-check employees at random
intervals to note their activities. If an employee was idle, the observer would record
that fact. A university professor went to the office of a midlevel administrator in
the agency to discuss a research project. Finding the administrator on the phone,
the professor began to back out of his office, in case the administrator wanted pri-
vacy for the phone call. The administrator beckoned her back in, explaining
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that he was not on the phone; he was sitting there trying to think. He was holding
the phone to his ear to be sure that the observer would not happen by and record
him as being idle. Another administrator was not so careful. After working late
into the night on a project and coming in early to complete it, he finally finished
and sat back to take a break, without thinking. Too late! The observer happened
by and checked his record sheet. Idle!

Another example involved a management trainee in a large manufacturing
firm who was assigned to work with the firm’s systems engineers on the design of
the assembly line. One step in the production process involved having an employee
sit and watch two glass water tanks, through which refrigerator compressors would
be dragged by a wire. If there was a leak in the compressor, an air bubble would
be released, and the employee would remove the compressor as defective. The
management trainee expressed disgust at the incompetence of the employees, who
were constantly failing at this simple task, where all they had to do was sit and
watch two tanks of water for eight hours. As a solution, the systems designers
changed the procedure so that an employee would sit directly facing a tank and
would have to watch only one tank. The management trainee expressed even more
disgust to find that the employees were so stupid that they could not even handle
this simple task! Later, representatives from this company contacted a university,
looking for consultants to help them deal with the problems of absenteeism and
vandalism on the assembly line. As these examples illustrate, even several decades
after the human relations material began to appear, there are still plenty of in-
stances of unenlightened management attitudes that could be improved by some
reading in the human relations literature.

Open-Systems Approaches and Contingency Theory

Ciriticism of the human relations approach, increasing attention to general-systems
theory, and new research findings forced a more elaborate view of organiza-
tions. Researchers found that organizations successfully adopt different forms
under different circumstances or contingencies. Organizational analysts became
convinced that different forms of organization can be effective under certain con-
tingencies of tasks and technology, organizational size, environment, and other
factors. The effort to specify these contingencies and the organizational forms
matched to them made contingency theory the dominant approach in organizational
analysis in the 1960s and 1970s. The contingency perspective still provides a guid-
ing framework, although researchers have either moved beyond the earlier ver-
sions of it or moved in different directions (Daft, 2001, pp. 24-29).

Around the middle of the twentieth century, researchers associated with the
Tavistock Institute in Great Britain began conducting research on sociotechnical
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systems, emphasizing the interrelationships between technical factors and social di-
mensions in the workplace (Burrell and Morgan, 1980, pp. 146-147). For exam-
ple, Trist and Bamforth (1951) published an analysis of a change in work processes
in a coal-mining operation that is now regarded as a classic study. They found that
the technical changes in the work process changed the social relationships within
the work group. They depicted the organization as a system with interdepen-
dent social and technical subsystems that tend to maintain an equilibrium. In re-
sponse to disturbances, the system moves to a new point of equilibrium, a new
ongoing pattern of interrelated social and technical processes. Additional stud-
ies by the Tavistock researchers further developed this view that organizations are
systems that respond to social, economic, and technological imperatives that have
to be satisfied for effective operation of the system—that is, that there are group
and individual characteristics, task requirements, and interrelations among them
that must be properly accommodated in the design of the organization.

With their consistent emphasis on organizations as ongoing systems seeking
to maintain equilibrium in response to disturbances, Tavistock researchers also
began to devote attention to the external environments of organizations. In a
widely influential article entitled “The Causal Texture of Organizational Envi-
ronments,” Emery and Trist (1965) noted the increasing flux and uncertainty in
political, social, economic, and technological settings in which organizations op-
erate and discussed the influence on the internal operations of organizations of
the degree of “turbulence” in their environment. Thus, the emphasis moved
toward analysis of organizations as open systems facing the need to adapt to en-
vironmental variations.

In the United States, the most explicit systems approach to organizational
analysis appeared in a very prominent text by Daniel Katz and Robert L. Kahn
(1966), The Social Psychology of Organizations. They showed how the systems language
of inputs, throughputs, outputs, and feedback could be usefully applied to orga-
nizations. In analyzing throughput processes, for example, they differentiated var-
lous major subsystems, including maintenance subsystems, adaptive subsystems,
and managerial subsystems. Scholars regard Katz and Kahn’s effort as a classic
in the organizational literature (Burrell and Morgan, 1980, p. 158), but it also pro-
vides an example of the very general, heuristic nature of the systems approach.
Because of its very general concepts, organizational researchers increasingly
treated systems theory as a broad framework for organizing information, as a
“macroparadigm” (Kast and Rosenzweig, 1973, p. 16), but not as a clearly artic-
ulated theory. The metaphor of organizations as open, adaptive systems remained
powerful, however, as an expression of the view of organizations as social entities
that adapt to a variety of influences and imperatives.



Understanding the Study of Organizations 43

Besides the efforts to apply systems concepts to organizations, research results
supported the view that organizations adopt different forms in response to con-
tingencies. (Chapter Eight provides further description of the studies cited in the
following paragraphs.) In England, Joan Woodward (1965) conducted a path-
breaking study of British industrial firms. She found that the firms fell into three
categories on the basis of the production process or “technology” they employed:
small-batch or unit production systems were used by such organizations as ship-
building and aircraft manufacturing firms, large-batch or mass-production sys-
tems were operated by typical mass-manufacturing firms, and continuous
production systems were used by petroleum refiners and chemical producers. Most
importantly, she concluded that the successful firms within each category showed
similar management-structure profiles, but those profiles differed among the three
categories. The successful firms within a category were similar on such dimensions
as the number of managerial levels, the spans of control, and the ratio of man-
agerial personnel to other personnel, yet they differed on these measures from the
successful firms in the other two categories. This indicated that the firms within a
category had achieved a successful fit between their structure and the requirements
of the particular production process or technology with which they had to deal.
The firms appeared to be effectively adapting structure to technology.

Another very influential study, reported by Burns and Stalker (1961) in T#e
Management of Innovation, further contributed to the view that effective organizations
adapt their structures to contingencies. Burns and Stalker analyzed a set of firms
in the electronics industry in Great Britain. The industry was undergoing rapid
change, with new products being developed, markets for the products shifting, and
new information and technology becoming available. The firms faced consider-
able flux and uncertainty in their operating environments. Burns and Stalker
classified the firms into two categories on the basis of their managerial structures
and practices: organic and mechanistic organizations. Their descriptions of the char-
acteristics of these two groups depict mechanistic organizations as bureaucratic or-
ganizations designed along the lines of the classical approaches. The name of the
category also has obvious implications: these were organizations designed to oper-
ate in machinelike fashion. Burns and Stalker argued that the organic type, so
named to underscore the analogy with living, flexible organisms, performed more
successfully in the rapidly changing electronics industry. In these organizations there
was less emphasis on communicating up and down the chain of command, on the
superior controlling subordinates’ behavior, and on strict adherence to job de-
scriptions and organizational charts. There was more emphasis on networking and
lateral communication, on the supervisor as facilitator, and on flexible and chang-
ing work assignments. Such organizations adapted and innovated more effectively
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under changing and uncertain conditions because they had more flexible struc-
tures and emphasized flexibility in communication, supervision, and role defini-
tion. The mechanistic form can be more successful under stable environmental
and technological conditions, however, where its emphasis on consistency and
specificity makes it more efficient than a more loosely structured organization.
Thus, Burns and Stalker also emphasized the need for a proper adaptation of the
organization to contingencies.

Another important research project heavily emphasized organizations’ envi-
ronment as a determinant of effective structure. Paul Lawrence and Jay Lorsch
(1967) studied U.S. firms in three separate industries that confronted varying de-
grees of uncertainty, complexity, and change. The researchers concluded that the
firms successfully operating in uncertain, complex, changing environments had
more highly differentiated internal structures. By differentiated structures, they
meant that the subunits differed a great deal among themselves, in their goals, time
frames, and internal work climates. Yet these highly differentiated firms also had
elaborate structures and procedures for integrating the diverse units in the orga-
nization. The integrating structures included task forces, liaison officers and com-
mittees, and other ways to integrate the diverse units. Successful firms in more
stable, certain environments, on the other hand, showed less differentiation and
integration. Lawrence and Lorsch concluded that successful firms must have in-
ternal structures as complex as the environments in which they operate.

Other researchers continued to develop the general contingency perspective
and to analyze specific contingencies. Perrow (1973) published an important analy-
sis of organizational technology. He proposed two basic dimensions for the con-
cepts of technology: the predictability of the task (the number of exceptions
and variations encountered) and the analyzability of the problems encountered
(the degree to which, when one encounters a new problem or exception, one
can follow a clear program for solving it). Routine tasks are more predictable (there
are fewer exceptions or variations) and more analyzable (exceptions or varia-
tions can be resolved through an established program or procedures). Organiza-
tions with routine tasks have more formal, centralized structures. They use more
rules, formal procedures, and plans. Organizations with nonroutine tasks, where
tasks have more exceptions and are harder to predict and where exceptions are
harder to analyze and resolve, must have more flexible structures. They use more
formal and informal meetings than rules and plans. (Chapter Eight describes a
study confirming these relationships in public organizations.)

At about the same time, James Thompson (1967) published Organizations in
Action, a very influential book that further developed the contingency perspective.
Drawing on Herbert Simon’s ideas about bounded rationality and satisficing,
Thompson depicted organizations as reflecting their members’ striving for ratio-
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nality and consistency in the face of pressures against those qualities. He advanced
numerous propositions about how organizations use hierarchy, structure, units de-
signed to buffer the environment, and other arrangements to try to “isolate the
technical core”—that is, to create stable conditions for the units doing the basic
work of the organization. Thompson suggested that organizations will try to group
subunits on the basis of their technological interdependence—their needs for in-
formation and exchange with each other in the work process (see Chapter Eight).
Organizations, he proposed, will also adapt their structures to their environment.
Where environments are shifting and unstable, organizations will adopt decen-
tralized structures, with few formal rules and procedures, in order to provide flex-
ibility for adapting to the environment (Chapter Four provides further description).
One of Thompson’s important achievements was to provide a driving logic for
contingency and open-systems perspectives by drawing on Simon’s ideas. Orga-
nizations respond to complexity and uncertainty in their technologies and their
environments by adopting more complex and flexible structures. They do so be-
cause the greater demands for information processing strain the bounded ratio-
nality of managers and the information processing capacity of more formal
bureaucratic structures. Clear chains of command and vertical communication
up and down them and strict specialization of tasks and strict rules and proce-
dures can be too slow and inflexible in processing complex information and adapt-
ing to it.

In the 1990s, probably without realizing it, an executive of one of the major
computer corporations in the world expressed this kind of logic. His corpora-
tion was suffering operating losses and was losing out in competition with smaller,
more innovative firms. The corporation, the executive said, had been taking too
long to make decisions and to respond to new conditions. It had too many levels,
and innovations required too many reviews and approvals within the hierarchy.
The corporation, he said, was trying to decentralize into many smaller, more in-
dependent units that could respond to markets and competitors more rapidly. The
executive said that the corporation had to push authority down in its organiza-
tional structure so that decisions could be made rapidly by the people with the
necessary information.

Through the 1960s and 1970s, an upsurge in empirical research on organiza-
tions extended and tested the open-systems and contingency-theory approaches and
added new contingencies to the set. Many of these studies took place in public
and nonprofit organizations. Peter Blau and his colleagues (Blau and Schoenherr,
1971) reported a series of studies—of government agencies, actually—showing
relationships between organizational size and structure. These and other studies
added size to the standard set of contingencies. Hage and Aiken (1969) reported on
a series of studies of social welfare agencies that provided evidence that routineness
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of tasks, joint programs among organizations, and other factors were related to
organizational structure and change. In England, a team of researchers (Pugh,
Hickson, and Hinings, 1969) conducted what became known as the Aston stud-
les, a major effort at empirical measurement of organizations, and developed an
empirical taxonomy, grouping organizations into types based on the measured
characteristics. They interpreted differences in their taxonomic categories as the
results of differences in age, size, technology, and external auspices and control.
(Chapter Eight discusses important implications of these studies for theories about
public organizations.) Child (1972) pointed out that in addition to the other con-
tingencies that contingency theorists emphasized, managers’ strategic choices play
an important role in adapting organizational structure. These and numerous other
efforts had by the mid-1970s established the contingency approach—the argu-
ment that organizational structures and processes are shaped by contingencies
of technology, size, environment, and strategic choice—as the central school or
movement in organization theory. Authors began to translate the contingency
observations into prescriptive statements for use in “organizational design”
(Galbraith, 1977; Starbuck and Nystrom, 1981; Mintzberg, 1989; Daft, 2001).

Like the other theories covered in this review and in later chapters, contin-
gency theory soon encountered criticisms and controversies. Researchers disputed
how the key concepts should be defined and measured. Different studies produced
conflicting findings. Some studies found a relation between technology and struc-
ture, some did not (Hall, 2002, pp. 87-91). The basic idea that organizations must
adapt to conditions they face, through such responses as adopting more flexible
structures as they contend with more environmental uncertainty, still serves as a
central theme in organization theory (Daft, 2001; Donaldson, 2001; Scott, 2003)
and management practice (Peters, 1987).

The developments in organizational research reviewed here have produced
an elaborate field with numerous professional journals carrying articles reporting
analyses of a wide array of organizational topics. These journals and a profusion
of books cover organizational structure, environment, effectiveness, change, con-
flict, communication, strategy, technology, interorganizational relations, and re-
lated variables.

In the last two decades, the field has moved in new directions, many of which
represent extensions of contingency and open-systems theories, with increased or
redirected emphasis on organizational environments (compare Scott, 2003). Later
chapters describe how organization theorists have developed natural selection and
population ecology models for analysis of how certain organizational forms survive
and prosper in certain environmental settings while others do not (Aldrich, 1979;
Hannan and Freeman, 1989; Hall, 2002; Scott, 2003). Other theorists have ana-
lyzed external controls on organizations, with emphasis on organizations’ depen-
dence on their environments for crucial resources (Pfeffer and Salancik, 1978).
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The research and theory on people and groups in work settings described ear-
lier have similarly led to a proliferation of closely related work, in organizational be-
havior and organizational psychology, including a similar trend toward elaborate
empirical studies and conceptual development during the 1960s and 1970s. Thou-
sands of articles and books have reported work on employee motivation and satis-
faction, work involvement, role conflict and ambiguity, organizational identification
and commitment, professionalism, leadership behavior and effectiveness, task de-
sign, and managerial procedures such as management by objectives and flextime.

As the different fields have progressed, relatively new topics have emerged. In
the last decade a major trend toward adopting Total Quality Management pro-
grams in industry and government has swept the United States. This wave de-
veloped out of writings earlier in the century by some key American authors such
as W. Edwards Deming and Joseph Juran that had been embraced by the Japan-
ese but virtually ignored in the United States until recently (note that the histori-
cal overview in this chapter has said nothing about these authors). The topic of
organizational culture has received a lot of attention and is featured in Figures 1.1
and 1.2. While some important earlier authors such as Barnard and Philip Selznick
(see Exhibit 2.1) had devoted attention to related themes, organizational culture
surged to prominence in the management literature in the 1980s. Advances in
technology, especially computer, information, and communications technology,
have presented organizations and managers with dramatic new challenges and
opportunities, and researchers have been pressing to develop the theoretical and
research grounding needed to understand and manage these developments. The
increasing presence in the workforce of women and racial and ethnic groups that
were severely underrepresented in the past has given rise to a body of literature
focusing on diversity in organizations (Golembiewski, 1995; Ospina, 1996) and
feminist organization theory (Hult, 1995). Later chapters give more attention to
many of these recent topics.

The Quiet Controversy over the Distinctiveness of Public
Organizations and Management in Organization Theory

The rich field of organization theory provides many valuable concepts and in-
sights on which this book draws. It also raises an important issue for those inter-
ested in public organizations and public management: Have the characteristics of
public organizations and their members been adequately covered in this volu-
minous literature? Has it paid sufficient attention to the governmental and polit-
ical environments of organizations, which seem so important for understanding
public organizations? As mentioned in Chapter One and further described in later
chapters, there has been a literature on public bureaucracies for many years, but
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the historical review provided here illustrates the inattention on the part of most
of the organization theorists to this literature. In fact, many organization theorists
have paid so little attention to a distinction between public and private organiza-
tions that any controversy over the matter remains quiet in most major journals
on organization theory and outside of public administration journals. Implicitly,
many organization theorists convey the message that we need no real debate,
because the distinction lacks importance.

The analysts discussed in the preceding historical review have either concen-
trated on industrial organizations or sought to develop generic concepts and
theories that apply across all types of organizations. For example, even though
Peter Blau, a prominent organization theorist, published an organizational typol-
ogy that included a category of “commonweal organizations” very similar to what
this book calls public organizations, he published empirical studies that down-
played such distinctiveness of organizational categories (Blau and Scott, 1962).
Blau and Schoenherr (1971) examined government agencies for his studies of or-
ganizational size, but he drew his conclusions as if they applied to all organiza-
tions. So have replications of Blau’s study (Beyer and Trice, 1979), even though
Argyris (1972, p. 10) suggested that Blau may have found the particular relation-
ship he discovered because he was studying organizations governed by civil ser-
vice systems. Such organizations might respond to differences in size in different
ways than do other organizations, such as business firms. When the contingency
theorists analyzed environments, they typically concentrated on environmental
uncertainty, especially as a characteristic of business firms’ market environments,
and showed very little interest in political or governmental dynamics in organi-
zational environments.

Providing a more classical example of this tendency, Weber argued that his
conception of bureaucracy applied to government agencies and private businesses
alike (Meyer, 1979). Major figures such as James Thompson (1962) and Herbert
Simon (Simon, Smithburg, and Thompson, 1950) have stressed the commonali-
ties among organizations and have suggested that public agencies and private firms
are more alike than different. The contributions to organization theory and be-
havior described in this review were aimed at the worthy objective of developing
theory that would apply generally to all organizations. With some clear exceptions
(Blau and Scott, 1962; Scott, 2003, p. 341-344), the theorists repeatedly implied
or aggressively asserted that distinctions such as public and private, market and
nonmarket, and governmental and nongovernmental offered little value for de-
veloping theory or understanding practice. Herbert Simon continued to offer such
observations until the end of his life. He contended that public, private, and non-
profit organizations are essentially identical on the dimension that receives more
attention than virtually any other in discussions of the unique aspects of public
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organizations—the capacities of leaders to reward employees (Simon, 1995, p.
283, n. 3). Simon (1998, p. 11) also bluntly asserted that it is false to claim “that
public and nonprofit organizations cannot, and on average do not, operate as ef-
ficiently as private businesses” (Simon, 1998, p. 11). So, one of the foremost social
scientists of the twentieth century shows little sympathy for the distinction we have
to develop in the next chapter.

Even so, research and writing about public bureaucracies had been appear-
ing for many decades when many of these studies were published, and they were
related to organizational sociology and psychology in various ways. They devel-
oped separately from organizational sociology and psychology, however. Politi-
cal scientists or economists did the writing on public bureaucracies. They usually
emphasized the relationship between the bureaucracy and other elements of the
political system. The economists concerned themselves with the effects of the ab-
sence of economic markets for the outputs of public bureaucracies (Downs, 1967;
Niskanen, 1971). The organizational sociologists and psychologists described in
this chapter, while interested in environments, paid relatively little attention to
these political and economic market issues. As noted, they worked much more in-
tensively on internal and managerial dimensions—organizational structure, tasks
and technology, motivation, and leadership.

Authors interested in the management of public organizations began to point
to this gap between the two literatures (Rainey, 1983). As mentioned in Chapter
One and described in more detail in Chapter Three, various authors cited in
this book mounted a critique of the literature on organization theory, saying
that it offered an incomplete analysis of public organizations and the influences
of their political and institutional environments (Wamsley and Zald, 1973; War-
wick, 1975; Meyer, 1979; Hood and Dunsire, 1981; Pitt and Smith, 1981; Perry
and Kraemer, 1983). Yet they also complained that the writings on public bu-
reaucracy were too anecdotal and too discursively descriptive, lacking the sys-
tematic empirical and conceptual analyses common in organization theory. Also,
the literature on public bureaucracies showed too little concern with internal struc-
tures, behavior, and management, topics that had received extensive attention
from researchers in organizational sociology and psychology and from general
management analysts. Researchers began to provide more explicit organizational
analyses of the public bureaucracy, of the sort described in this book. As Chap-
ter One mentioned, recently a profusion of books and articles have provided many
additional contributions. But all of this activity has actually dramatized, rather
than fully resolved, the question of whether we can clarify the meaning of pub-
lic organizations and public management and show evidence that such categories
have significance for theory and practice. Thus the next chapter turns to the chal-
lenge of formulating a definition and drawing distinctions.
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EXHIBIT 2.1. MAJOR DEVELOPMENTS IN ORGANIZATION
AND MANAGEMENT THEORY IN THE TWENTIETH CENTURY.

I. Classic Theories. Implied a “one best way” to organize and a “closed-system” view of
organizations and the people in them.
A. Max Weber (Rational-Legal)

Provided one of the early influential analyses of bureaucracy. Defined its basic char-
acteristics, such as hierarchies of authority, career service, selection and promotion
on merit, and rules and regulations that define procedures and responsibilities of
offices.

Argued that these characteristics grounded bureaucracy in a rational-legal form of
authority and made it superior to organizational forms based on traditional author-
ity (such as aristocracy) or charismatic authority. Of these alternatives, bureaucracy
provides superior efficiency, effectiveness, and protection of clients’ rights.

Also argued that bureaucracies are subject to problems in external accountability
since they are very specialized and expert in their areas of responsibility and may be
subject to self-serving and secretive behaviors.

B. Frederick Taylor (Scientific Management)

Most prominent figure in the Scientific Management movement.

Advocated the use of systematic analyses, such as “time-motion” studies, to design
the most efficient procedures for work tasks (usually consisting of high levels of spe-
cialization and task simplification).

Argued that management must reward workers with fair pay for efficient produc-
tion so that workers can increase their well-being through productivity. This implies
that simplified, specialized tasks and monetary rewards are primary motivators.

C. Administrative Management School
Sought to develop “principles of administration” that would provide guidelines for
effective organization in all types of organizations. The principles tended to emphasize
specialization and hierarchical control:

Division of Work. Work must be divided among units based on task requirements,
geographic location, or interdependency in the work process.
Coordination of Work. Work units must be coordinated back together, through
other principles:
Span of Control. A supervisor’s “span of contro
subordinates.
One Master. Each subordinate (and subunit) should report directly to only one
superior.
Technical Efficiency. Units should be grouped together for maximum technical effi-
ciency based on work requirements, technological interdependence, or purpose.

|II

should be limited to five to ten

e The Scalar Principle. Authority must be distributed in an organization like locations

on a scale; as you move higher in the hierarchy, each position must have succes-
sively more authority, with ultimate authority at the top.

Il. Redirections, New Directions, and New Insights. Toward the middle of the century, new
authors challenged the previous perspectives and moved the field in new directions.
A. Human Relations and Psychological Theories

1.

Hawthorne Studies: Motivating Factors

While studying physical conditions in the workplace, researchers found that
weaker lighting in the workplace did not reduce productivity as predicted. They
concluded that the attention they paid to the workers during the study increased
the workers’ sense of importance, the attention they paid to their duties, and their
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AND MANAGEMENT THEORY IN THE TWENTIETH CENTURY, Cont'd.

communication, and this raised their productivity. Other phases of the research
indicated that the work group played an important role in influencing workers to
attend to their job and be productive. The studies have come to be regarded as a
classic illustration of the importance of social and psychological factors in motivat-
ing workers.

2. Maslow: The Needs Hierarchy
Maslow held that human needs and motives fall into a hierarchy, ranging from
lower-order to higher-order needs—from physiological needs (food, freedom
from extremes of temperature) to needs for safety and security, love and belonging,
self-esteem, and finally self-actualization. The needs at each level dominate
an individual’s motivation and behavior until they are adequately fulfilled, and
then the next level of needs will dominate. The highest level, self-actualization,
refers to the need to fulfill one’s own potential. The theory influenced many other
theories, largely due to its emphasis on the motivating potential of higher-order
needs.

3. McGregor: Theories X and Y
Drawing on Maslow’s theory, McGregor argued that management in industry was
guided by “Theory X,” which saw workers as passive and without motivation and
dictated that management must therefore direct and motivate them. Rejecting the
emphasis on specialization, task simplification, and hierarchical authority in the sci-
entific and administrative management movements, McGregor argued that man-
agement in industry must adopt new structures and procedures based on “Theory
Y,” which would take advantage of higher-order motives and workers’ capacity for
self-motivation and self-direction. These new approaches would include such struc-
tures and procedures as job enrichment, management by objectives, participative
decision making, and improved performance evaluations.

4. Lewin: Social Psychology and Group Dynamics
Driven out of Europe by Naziism, Kurt Lewin came to the United States and led a
group of researchers in studies of group processes. They conducted pathbreaking
experiments on the influence of different types of leaders in groups and the influ-
ence of groups on groups members’ attitudes and behaviors (for example, they
documented that a group member is more likely to maintain a commitment if it
is made in front of the group).

This work influenced the development of the field of social psychology and
of the group dynamics movement. The group dynamics movement actually devel-
oped in two directions. One involved a wave of experimental research on groups in
laboratories and organizational settings. For example, a classic study by Coch and
French (1948) found that work groups in factories carried out changes more readily
if they had participated in the decision to make the change; this study contributed
to the growing interest in participative decision making in management. The sec-
ond direction involved the widespread use of group processes for personal and
organizational development, using such methods as encounter groups, “T-groups,”
and “sensitivity groups.”

Lewin developed ideas about attitude and behavior change, based on “force
field analysis” and the concept of “unfreezing, moving, and refreezing” group and
individual attitudes and behaviors. These ideas are still used widely in the writing
about and practice of organizational development.
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B. Chester Barnard and Herbert Simon

1. Chester Barnard
Barnard’s sole book, The Functions of the Executive (1938), became one of the
most influential management books ever written. Departing from the emphases
of the administrative management school, he argued the importance of “informal”
organizational structures. An organization is an economy of incentives, in which
the executive must obtain resources to use in providing incentives for members
to participate and cooperate. The executive must stimulate cooperation and
communication and must draw on a complex array of incentives, including not
just financial incentives but such rewards as fulfilling mutual values, conferring
prestige, affirming the desirability of the group, and others (see Table 9.2).

2. Herbert Simon
In his 1946 Public Administration Review article “Proverbs of Administration,” Simon
drew on Barnard'’s insights to attack the administrative management school. He
criticized their “principles” as being more like vague proverbs, in some cases too
vague to apply and in some cases contradictory. He called for greater analysis of
administrative conditions and behaviors to determine when different principles
actually apply.

His book Administrative Behavior (1948) pursued these points and called for
the scientific study of administrative behavior, with decision making as the central
focus. He observed that actual administrative decision making is less rational than
many economic theorists had assumed, in that decision makers are less likely to
pursue clearly identified and precisely valued goals—with an exhaustive review of
alternatives and consistent selection of the path that will maximize goal attainment
with minimal expenditure of resources—than such theorists had believed. Instead,
administrators’ ability to act rationally is often limited by incomplete knowledge
and information, limited skills and mental abilities, the inability to predict or antici-
pate events, and other factors. Instead, they select the best available alternatives
after a limited search, using available rules of thumb. Simon later referred to this
as “satisficing.”

Cyert and March, in a study of business firms reported in A Behavioral Theory
of the Firm (1963), provided evidence supporting Simon'’s observations. With others,
March'’s later work along these lines would lead to development of the “garbage
can model” of decision making, one of the most prominent current perspectives
(see Chapter Seven).

March and Simon’s Organizations (1958) provided elaborate conceptual
frameworks and hypotheses about behavior in organizations, especially about
individuals’ decisions to join an organization and actively participate in it. Their
work influenced the development of empirical research on organizational
behavior. Pursuing his interest in decision making, Simon became a leader in
research on artificial intelligence, the use of computers to make complex
decisions.

Simon’s insights about bounded rationality and satisficing, based on his
analysis of administrators’ challenges in making decisions under conditions of
complexity and uncertainty, influenced the development of open-systems and
contingency theory (described later). In part because his ideas challenged basic
assumptions in much of economic theory, he won the Nobel Prize for economics
in 1978.
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C. Organizational Sociology and Bureaucratic Dysfunction
Following in the tradition of Weber, sociologists began studying the characteristics of
organizations and bureaucracies.
1. Merton (1940): Bureaucratic Structures and Member Personalities
Some of these authors began to observe that the bureaucratic characteristics Weber
had regarded as good could actually lead to bad, or dysfunctional, conditions when
they interacted with human characteristics, such as personalities. Merton (1940),
for example, observed that specialization, elaborate rules, and an emphasis on ad-
hering to the rules can lead to “trained incapacity,” in which people have trouble
with problems that do not fit within the rules or their specialization. Also, “displace-
ment of goals” can occur, in which people worry so much about adhering to the
rules that their behavior conflicts with the goals of the organization. In addition,
people in different departments may pursue the goals of their department more
than those of the overall organization.
2. Victor Thompson: Bureaupathology
Victor Thompson, a public administration scholar, argued that bureaucratic organi-
zations can cause “bureaupathology” in their members, who may become overly
concerned with protecting the authority of their office and too impersonal in their
relations with clients and other members of the organization.
3. Selznick: Leadership and Institutionalization
Many other scholars studied other organizational processes. Selznick, in TVA and
the Grass Roots (1966), analyzed the ways in which organizations and their leaders
develop relationships with external environments, through such processes as “co-
optation,” or drawing external groups into the decision-making processes of the
organization to gain their support. In Leadership and Administration (1957), he
analyzed the ways in which leaders develop their organizations as “institutions,”
by influencing the organizational environment, setting major directions for the
organization, and supporting these efforts through recruiting, training, and other
enhancements of the organization’s capacity.
4. Kaufman: Socialization
In his study The Forest Ranger (1960), Kaufman analyzed the ways in which the U.S.
Forest Service developed the commitment of forest rangers and coordinated the ac-
tivities of its widely dispersed employees through socialization processes that devel-
oped shared values and through accepted rules and procedures.
Ill. Relatively Recent Developments
A. Organizational Behavior and Organizational Psychology
The analysis of humans in organizations just described has led to the development of an
elaborate body of theory and research on topics such as the psychology of individuals in
organizations, work motivation, and work-related attitudes such as job satisfaction (Chap-
ter Ten), leadership (Chapter Eleven), and group processes in organizations (Chapter
Twelve). The group dynamics movement described earlier has contributed to developing
a body of knowledge about organizational development (Chapter Thirteen). These bodies
of research, theory, and practice provide an understanding of human behavior and psy-
chology in organizations that far exceeds what the “classic” theories can offer.
B. Organization Theory and Design
The stream of sociological research on organizations described here contributed to
a burgeoning field of theory and research on large organizations that has taken many
directions and covered many topics in recent years.
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1. Adaptive Systems and Contingency Theory

One major development—the adaptive-systems perspective—has supplanted the

classic view of organizations as machinelike, closed systems with one proper way

of organizing. This perspective regards organizations as being varied in their char-

acteristics because of their needs to adapt to the conditions they face. Contingency

theories developed the idea that organizations vary between more bureaucratized,
highly structured entities and more flexible, loosely structured entities, depending
on such contingencies as the nature of their operating environment, their tasks and
technologies, their size, and the strategic decisions made by their leadership. The
following are examples of influential adaptive systems and contingency-theory stud-
ies and analyses:

e Burns and Stalker (1961), in their research on firms in Great Britain, found that the
managerial and structural characteristics of the most successful firms were different
in different industries. In industries where the operating environments (competi-
tors, prices, products, technologies) of the firms were stable and predictable,
“mechanistic” organizations with classic bureaucratic structures performed well.

In industries where these environments were rapidly changing and complex, more
flexible, loosely structured, “organic” organizations performed best.

e Joan Woodward (1965), in studying firms in Great Britain, found that the most
effective firms in particular industries did not have the same structural character-
istics as the most effective firms in other industries. Rather than there being one
best pattern of organization for all industries, the study indicated that the most
effective pattern depended on the requirements raised by technological aspects
of the work in each industry.

e Lawrence and Lorsch (1967), in a study of businesses in the United States, found
that the best-performing firms have structures that are as complex as their envi-
ronment. Firms in environments with low levels of uncertainty (more predict-
able, less complex) operate well with less complex internal structures. Firms in
more uncertain, less predictable, more complex environments have higher levels
of differentiation (variation among units) and integration (arrangements for co-
ordinating units, such as task forces or liaison roles).

e Peter Blau and his colleagues (1971) conducted a series of studies that showed
that organizational size has an important relationship to organizational structure.

e Katz and Kahn (1966) published an influential book analyzing organizations as
systems.

e James Thompson (1967) published a highly influential analysis of organizations
that integrated the closed- and open-systems perspectives. Drawing on Simon'’s
observations about the challenges of decision making under conditions of
bounded rationality, Thompson observed that “dominant coalitions” in orga-
nizations strive to set up closed-system conditions and rational decision-making
processes, but that as tasks, technologies, environmental conditions, and strate-
gic decisions produce more complexities and uncertainties, organizations must
adapt by adopting more flexible, decentralized structures and procedures.

2. Extensions to Organization Theory

Later discussions describe many extensions to the adaptive-systems perspective,

such as new theories about the effects of organizational environments (Chapter

Four) and more dynamic or adaptive management processes such as organizational

culture and market-type arrangements (Chapter Eleven).
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CHAPTER THREE

WHAT MAKES PUBLIC
ORGANIZATIONS DISTINCTIVE

he overview of organization theory in Chapter Two brings us to a fascinat-

ing and important controversy. Leading experts on management and orga-
nizations have spurned the distinction between public and private organizations
as a crude oversimplification or an unimportant issue. Other very knowledge-
able people have called for the development of a field that recognizes the dis-
tinctive nature of public organizations and public management. Meanwhile,
policymakers around the world struggle with decisions involving trillions of dol-
lars worth of assets about the privatization of state activities and the proper
roles of the public and private sectors. Figure 1.2 asserts that government orga-
nizations’ status as public bodies has a major influence on their environment, goals,
and values, and hence on their other characteristics. This characterization sides
with those who see public organizations and managers as sufficiently distinct to
deserve special analysis.

This chapter discusses important theoretical and practical issues that fuel this
controversy, and develops some conclusions about the distinction between pub-
lic and private organizations. First, it examines in depth the problems with this
distinction. It then describes the overlapping of the public, private, and nonprofit
sectors in the United States, which erodes simple distinctions among them. The
discussion then turns to the other side of the debate: the meaning and importance
of the distinction. If they are not distinct from other organizations, such as busi-
nesses, in any important way, why do public organizations exist? Answers to this
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question point to the inevitable need for public organizations and to their dis-
tinctive attributes. Still, given all the complexities, how can we define public or-
ganizations and managers? This chapter discusses some of the confusion over the
meaning of public and then describes some of the best-developed ways of defin-
ing the category and conducting research to clarify it. After analyzing some of the
problems that arise in conducting such research, the chapter concludes with a de-
scription of the most frequent observations about the nature of public organiza-
tions and managers. The remainder of the book examines the research and debate
on the accuracy of these observations.

Public Versus Private: A Dangerous Distinction?

Many authors caution against making oversimplified distinctions between pub-
lic and private management (Bozeman, 1987; Murray, 1975; Simon, 1995, 1998).
Objections to such distinctions deserve careful attention because they provide
valuable counterpoints to invidious stereotypes about government organizations
and the people who work in them. They also point out realities of the contem-
porary political economy and raise challenges that we must face when clarify-
ing the distinction.

The Generic Tradition in Organization Theory

A distinguished intellectual tradition bolsters the generic perspective on organi-
zations—that 1s, the position that organization and management theorists should
emphasize the commonalities among organizations in order to develop knowledge
that will be applicable to all organizations, avoiding such popular distinctions as
public versus private and profit versus nonprofit. As serious analysis of organiza-
tions and management burgeoned early in the twentieth century, leading figures
argued that their insights applied across commonly differentiated types of orga-
nizations. Many of them pointedly referred to the distinction between public and
private organizations as the sort of crude oversimplification that theorists must
overcome. From their point of view, such distinctions pose intellectual dangers:
they oversimplify, confuse, mislead, and impede sound theory and research.

The historical review of organization theory in the last chapter illustrates how
virtually all of the major contributions to the field were conceived to apply broadly
across all types of organizations, or in some cases to concentrate on industry.
Throughout the evolution described in that review, the distinction between pub-
lic and private organizations received short shrift.
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In some cases, the authors either clearly implied or aggressively asserted that
their ideas applied to both public and private organizations. Max Weber claimed
that his analysis of bureaucratic organizations applied to both government agen-
cies and business firms. Frederick Taylor applied his scientific management pro-
cedures in government arsenals and other public organizations, and such
techniques are widely applied in both public and private organizations today. Sim-
ilarly, members of the administrative management school sought to develop stan-
dard principles to govern the administrative structures of all organizations. The
emphasis on social and psychological factors in the workplace in the Hawthorne
studies, McGregor’s Theory Y, and Kurt Lewin’s research pervades the organi-
zational development procedures that consultants apply in government agencies
today (Golembiewski, 1985).

Herbert Simon (1946) implicitly framed much of his work as being applica-
ble to all organizational settings, both public and private. Beginning as a politi-
cal scientist, he coauthored one of the leading texts in public administration
(Simon, Smithburg, and Thompson, 1950). It contains a sophisticated discus-
sion of the political context of public organizations. It also argues, however, that
there are more similarities than differences between public and private organi-
zations. Accordingly, in his other work he concentrated on general analyses of or-
ganizations (Simon, 1948; March and Simon, 1958). He thus implied that his
insights about satisficing and other organizational processes apply across all types
of organizations. In his more recent work shortly before his death, he emphati-
cally asserted that public, private, and nonprofit organizations are equivalent on
key dimensions . He said that public, private, and nonprofit organizations are es-
sentially identical on the dimension that receives more attention than virtually any
other dimension in discussions of the unique aspects of public organizations—the
capacities of leaders to reward employees (Simon, 1995, p. 283, n. 3). He stated
that the “common claim that public and nonprofit organizations cannot, and on
average do not, operate as efficiently as private businesses™ is simply false (Simon,
1998, p. 11). Thus, the leading intellectual figure of organization theory clearly
assigned relative unimportance to the distinctiveness of public organizations.

Chapter Two also showed that contingency theory regards the primary con-
tingencies affecting organizational structure and design to be environmental un-
certainty and complexity, the variability and complexity of organizational tasks
and technologies (the work that the organization does and how it does it), orga-
nizational size, and the strategic decisions of managers. Thus, even though this
perspective emphasizes variations among organizations, it downplays any par-
ticular distinctiveness of public organizations. James Thompson (1962), a leading
figure among the contingency theorists, echoed the generic refrain—that public
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and private organizations have more similarities than differences. During the
1980s, the contingency perspective evolved in many different directions, some in-
volving more attention than others to governmental and economic influences
(Scott, 2003). Still, the titles and coverage in management and organization the-
ory journals and in excellent overviews of the field (Daft, 2001; Hall, 2002) reflect
the generic tradition.

Findings from Research

Objections to distinguishing between public and private organizations draw on more
than theorists’ claims. Studies of variables such as size, task, and technology in gov-
ernment agencies show that these variables may influence public organizations more
than anything related to their status as a governmental entity. These findings agree
with the commonsense observation that an organization becomes bureaucratic
not because it is in government or business but because of its large size.

Major studies that analyzed many different organizations to develop tax-
onomies and typologies have produced little evidence of a strict division be-
tween public and private organizations. Some of the prominent efforts to develop
a taxonomy of organizations based on empirical measures of organizational char-
acteristics have failed to show any value in drawing a distinction between public
and private or have produced inconclusive results. Haas, Hall, and Johnson (1966)
measured characteristics of a large sample of organizations and used statistical
techniques to categorize them according to the characteristics they shared. A num-
ber of the resulting categories included both public and private organizations.

This finding is not surprising, because organizations’ tasks and functions
can have much more influence on their characteristics than their status as public
or private. A government-owned hospital, for example, obviously resembles a pri-
vate hospital more than it resembles a government-owned utility. Consultants and
researchers frequently find in both the public and the private sectors organizations
with highly motivated employees as well as severely troubled organizations. They
often find that factors such as leadership practices influence employee motivation
and job satisfaction more than whether the employing organization is public, pri-
vate, or nonprofit.

Pugh, Hickson, and Hinings (1969) classified fifty-eight organizations into cat-
egories based on their structural characteristics; they had predicted that the gov-
ernment organizations would show more bureaucratic features, such as more rules
and procedures, but they found no such differences. They did find, however, that
the government organizations showed higher degrees of control by external au-
thorities, especially over personnel procedures. The study included only eight gov-
ernment organizations, all local government units with functions similar to those
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of business organizations (for example, a vehicle repair unit and a water utility).
Consequently, the researchers interpreted as inconclusive their findings regarding
whether government agencies differ from private organizations in terms of their
structural characteristics. Studies such as these have consistently found the public-
private distinction inadequate for a general typology or taxonomy of organiza-
tions (McKelvey, 1982).

The Blurring of the Sectors

Those who object to the claim that public organizations make up a distinct cate-
gory also point out that the public and private sectors overlap and interrelate in
a number of ways, and that this blurring and entwining of the sectors has ad-
vanced even farther in recent years (Cooper, 2003, p. 11; Haque, 2001; Kettl, 1993,
2002; Moe, 2001; Weisbrod, 1997, 1998).

Mixed, Intermediate, and Hybrid Forms. A number of important government
organizations are designed to resemble business firms. A diverse array of state-
owned enterprises, government corporations, government-sponsored corpora-
tions, and public authorities perform crucial functions in the United States and
other countries (Seidman, 1983; Musolf and Seidman, 1980; Walsh, 1978). Usu-
ally owned and operated by government, they typically perform business-type
functions and generate their own revenues through sales of their products or by
other means. Such enterprises usually receive a special charter to operate more
independently than government agencies. Examples include the U.S. Postal Ser-
vice, the Resolution Trust Corporation, the National Parks Service, port author-
itles In many coastal cities, and a multitude of other organizations at all levels of
government. Such organizations are sometimes the subjects of controversy over
whether they operate in a sufficiently businesslike fashion while showing sufficient
public accountability. The magnitude of the resources involved in these hybrid
arrangements is striking. In 1996, the U.S. comptroller general voiced concern
over the results of audits by the General Accounting Office (GAO) of federal loan
and insurance programs. These programs provide student loans, farm loans, de-
posit insurance for banks, flood and crop insurance, and home mortgages. The
programs are carried out by government-sponsored enterprises such as the Fed-
eral National Mortgage Association (“Fannie Mae”). The comptroller general said
that the GAO audits indicated that cutbacks in federal funding and personnel have
left the government with insufficient financial accounting systems and personnel
to monitor these liabilities properly. The federal liabilities for these programs total
$7.3 trillion. Since the comptroller general made his assessment, experts have con-
tinued to point to accountability issues that these organizations pose, because they
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tend to have relative independence from political and regulatory controls and can
use their resources to gain and even extend their independence (Koppel, 2001;
Moe, 2001).

On the other side of the coin are the many nonprofit, or third-sector, orga-
nizations that perform functions similar to those of government organizations.
Like government agencies, many nonprofits obviously have no profit indicators or
incentives and often pursue social or public service missions, often under contract
with the government (Weisbrod, 1997). To further complicate the picture, how-
ever, experts on nonprofit organizations observe a trend toward “commercial-
ization” of nonprofits, by which they try to make money in businesslike ways that
may jeopardize their public service missions (Weisbrod, 1998). Iinally, many pri-
vate, for-profit organizations work with government in ways that blur the dis-
tinction between them. Some corporations, such as defense contractors, receive
so much funding and direction from government that some analysts equate them
with government bureaus (Weidenbaum, 1969; Bozeman, 1987).

Functional Analogies: Doing the Same Things. Obviously, many people and or-
ganizations in the public and private sectors perform virtually the same functions.
General managers, secretaries, computer programmers, auditors, personnel offi-
cers, maintenance workers, and many other specialists perform similar tasks in
public, private, and hybrid organizations. Organizations located in the different
sectors—for example, hospitals, schools, and electric utilities—also perform the
same general functions. The New Public Management movement that has spread
through many nations in recent decades has taken various forms but has often em-
phasized the use in government of procedures similar to those purportedly used
in business and private market activities, on the basis of the assumption that
government and business organizations are sufficiently similar to make it possible
to use similar techniques in both settings (Barzelay, 2001; Ferlie, Pettigrew, Ash-
burner, and Fitzgerald, 1996; Kettl, 2002).

Complex Interrelations. Government, business, and nonprofit organizations in-
terrelate in a number of ways (Kettl, 1993, 2002; Weisbrod, 1997). Governments
buy many products and services from nongovernmental organizations. Through
contracts, grants, vouchers, subsidies, and franchises, governments arrange for the
delivery of health care, sanitation services, research services, and numerous other
services by private organizations. These entangled relations muddle the question
of where government and the private sector begin and end. Banks process loans
provided by the Veterans Administration and receive social security deposits by
wire for social security recipients. Private corporations handle portions of the ad-
ministration of Medicare by means of government contracts, and private physi-
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cians render most Medicare services. Private nonprofit corporations and religious
organizations operate facilities for the elderly or for delinquent youths using funds
provided through government contracts and operate under extensive government
regulation. In thousands of examples of this sort, private businesses and nonprofit
organizations become part of the service delivery process for government pro-
grams and further blur the public-private distinction. Chapters Four, Five, and
Tourteen provide more detail on these situations and their implications for orga-
nizations and management (Moe, 1996, 2001; Provan and Milward, 1995).

Analogies from Social Roles and Contexts. Government uses laws, regulations,
and fiscal policies to influence private organizations. Environmental protection
regulations, tax laws, monetary policies, and equal employment opportunity
regulations either impose direct requirements on private organizations or estab-
lish inducements and incentives to get them to act in certain ways. Here again
nongovernmental organizations share in the implementation of public policies.
They become part of government and an extension of it. Even working inde-
pendently of government, business organizations affect the quality of life in the
nation and the public interest. Members of the most profit-oriented firms argue
that their organizations serve their communities and the well-being of the na-
tion as much as governmental organizations do. As noted earlier, however, ob-
servers worry that excessive commercialization is making too many nonprofits too
much like business firms. According to some critics, government agencies also
sometimes behave too much like private organizations. One of the foremost
contemporary criticisms of government concerns the influence that interest groups
wield over public agencies and programs. According to the critics, these groups
use the agencies to serve their own interests rather than the public interest.

The Importance of Avoiding Oversimplification

Theory, research, and the realities of the contemporary political economy show
the inadequacy of simple notions about differences between public and private
organizations. For management theory and research, this realization poses the
challenge of determining what role a distinction between public and private can
play. For practical management and public policy, it means that we must avoid
oversimplifying the issue and jumping to conclusions about sharp distinctions be-
tween public and private.

That advice may sound obvious enough, but violations of it abound. Dur-
ing the intense debate about the Department of Homeland Security at the time
of this writing, a Wall Street Journal editorial warned that the federal bureaucracy
would be a major obstacle to effective homeland security policies. The editorial
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repeated the simplistic stereotypes about federal agencies that have prevailed for
years. The author claimed that federal agencies steadfastly resist change and ag-
grandize themselves by adding more and more employees. The editorial advanced
these claims even at a time when the Bush administration’s President’s Management
Agenda pointed out that the Clinton administration had reduced federal employ-
ment by over 324,000 positions and criticized the way the reductions were carried
out. Surveys also have shown that public managers and business managers often
hold maccurate stereotypes about each other (Stevens, Wartick, and Bagby, 1988;
Weiss, 1983). For example, the increase in privatization and contracting out has
led to more and more controversy over whether privatization proponents have
made oversimplified claims about the benefits of privatization, with proponents
claiming great successes (Savas, 2000) and skeptics raising doubts (Donahue, 1990;
Hodge, 2000; Kuttner, 1997; Sclar, 2000).

For all the reasons just discussed, clear demarcations between the public and
private sectors are impossible, and oversimplified distinctions between public and pri-
vate organizations are misleading. We still face a paradox, however, because scholars
and officials make the distinction repeatedly in relation to important issues, and pub-
lic and private organizations do differ in some obvious ways.

Public Organizations: An Essential Distinction

If there is no real difference between public and private organizations, can we na-
tionalize all industrial firms, or privatize all government agencies? Private execu-
tives earn massively higher pay than their government counterparts. The financial
press regularly lambastes corporate executive compensation practices as absurd,
and claims that these compensation policies squander many billions of dollars.
Can we simply put these business executives on the federal executive compensa-
tion schedule and save a lot of money for these corporations and their customers?
Such questions make it clear that there are some important differences in the
administration of public and private organizations. Scholars have provided use-
ful insights into the distinction in recent years, and researchers and managers have
reported more evidence of the distinctive features of public organizations.

The Purpose of Public Organizations

Why do public organizations exist? We can draw answers to this question from
both political and economic theory. Even some economists who strongly favor free
markets regard government agencies as inevitable components of free-market
economies (Downs, 1967).
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Politics and Markets. Decades ago, Robert Dahl and Charles Lindblom (1953)
provided a useful analysis of the raison d’étre for public organizations. They an-
alyzed the alternatives available to nations for controlling their political economies.
Two of the fundamental alternatives are political hierarchies and economic mar-
kets. In advanced industrial democracies, the political process involves a complex
array of contending groups and institutions that produces a complex, hydra-
headed hierarchy, which Dahl and Lindblom called a polyarchy. Such a politically
established hierarchy can direct economic activities. Alternatively, the price sys-
tem in free economic markets can control economic production and allocation de-
cisions. All nations use some mixture of markets and polyarchies.

Political hierarchy, or polyarchy, draws on political authority, which can serve
as a very useful, inexpensive means of social control. It is cheaper to have peo-
ple relatively willingly stop at red lights than to work out a system of compensat-
ing them for doing so. However, political authority can be “all thumbs” (Lindblom,
1977). Central plans and directives often prove confining, clumsy, ineffective, poorly
adapted to many local circumstances, and cumbersome to change.

Markets have the advantage of operating through voluntary exchanges. Pro-
ducers must induce consumers to engage willingly in exchanges with them. They
have the incentive to produce what consumers want, as efficiently as possible. This
allows much freedom and flexibility, provides incentives for efficient use of resources,
steers production in the direction of consumer demands, and avoids the problems
of central planning and rule making inherent in a polyarchy. Markets, however, have
a limited capacity to handle types of problems for which government action is re-
quired (Lindblom, 1977; Downs, 1967). Such problems include the following:

o Public goods and free riders. Certain services, once provided, benefit everyone.
Individuals have the incentive to act as free riders and let others pay, so govern-
ment imposes taxes to pay for such services. National defense is the most frequently
cited example. Similarly, even though private organizations could provide edu-
cational and police services, government provides most of them because they
entail general benefits for the entire society.

* Indiidual incompetence. People often lack sufficient education or information
to make wise individual choices in some areas, so government regulates these ac-
tivities. For example, most people would not be able to determine the safety of
particular medicines, so the Food and Drug Administration regulates the distribu-
tion of pharmaceuticals.

o Lxternalities or spillovers. Some costs may spill over onto people who are not
parties to a market exchange. A manufacturer polluting the air imposes costs on
others that the price of the product does not cover. The Environmental Protection
Agency regulates environmental externalities of this sort.
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Government acts to correct problems that markets themselves create or are
unable to address—monopolies, the need for income redistribution, and insta-
bility due to market fluctuations—and to provide crucial services that are too risky
or expensive for private competitors to provide. Critics also complain that market
systems produce too many frivolous and trivial products, foster crassness and greed,
confer too much power on corporations and their executives, and allow extensive
bungling and corruption. Public concern over such matters bolsters support for
a strong and active government (Lipset and Schneider, 1987). Conservative econ-
omists argue that markets eventually resolve many of these problems and that gov-
ernment interventions simply make matters worse. Advocates of privatization
claim that government does not have to perform many of the functions it does
and that government provides many services that private organizations can pro-
vide more efficiently. Nevertheless, American citizens broadly support government
action in relation to many of these problems.

Political Rationales for Government. A purely economic rationale ignores the
many political and social justifications for government. In theory, government in
the United States and many other nations exists to maintain systems of law, jus-
tice, and social organization; to maintain individual rights and freedoms; to pro-
vide national security and stability; to promote general prosperity; and to provide
direction for the nation and its communities. In reality, government often simply
does what influential political groups demand. In spite of the blurring of the
distinction between the public and private sectors, government organizations in
the United States and many other nations remain restricted to certain functions.
Tor the most part, they provide services that are not exchanged on economic mar-
kets but are justified on the basis of general social values, the public interest, and
the politically imposed demands of groups.

Moore (1993, p. 54) has suggested that public managers strive to create “pub-
lic value” in the form of services whose benefits to specific clients outweigh the
costs of production while at the same time assuring citizens and their represen-
tatives that something of value has been created. Bozeman (2002a) proposes a
concept of “public value failure” as a supplement to the concept of market fail-
ure. He argues that market failure concepts have tended to concentrate on mar-
ket efficiency and utilitarianism, while public value failure concentrates instead on
failures of the public and private sectors to fulfill core public values. Bozeman sug-
gests a number of instances in which this can occur. For example, mechanisms for
articulating and aggregating values fail when core public values are skirted be-
cause of flaws in policymaking processes. For example, if public opinion strongly
favors gun control but no such policies are enacted, the disjunction between pub-
lic opinion and policy outcomes fails to maximize public values about democratic
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representation. In another example, the public and private sectors may produce
a situation involving threats to human dignity and subsistence, such as an inter-
national market for internal human organs leading impoverished individuals to
sell their internal organs merely to survive. Interesting and important, the con-
cepts of public value and public value failure further illustrate the relatively ab-
stract nature of the rationales for government and its organizations, and in turn
become significant aspects of the context for understanding and managing gov-
ernment organizations.

The Meaning and Nature of Public Organizations and Public Management

While the idea of a public domain within society is an ancient one, beliefs about
what is appropriately public and what is private, in both personal affairs and so-
cial organization, have varied among societies and over time. The word public
comes from the Latin for “people,” and dictionaries define it as pertaining to the
people of a community, nation, or state (Guralnick, 1980). The word private comes
from the Latin word that means to be deprived of public office or set apart from
government as a personal matter. In contemporary definitions, the distinction be-
tween public and private often nvolves three major factors (Benn and Gaus, 1983):
interests affected (whether benefits or losses are communal or restricted to indi-
viduals); access to facilities, resources, or information; and agency (whether a person
or organization acts as an individual or for the community as a whole). These
dimensions can be independent of one another and even contradictory. For ex-
ample, a military base may purportedly operate in the public interest, acting as
an agent for the nation, but deny public access to its facilities.

Approaches to Defining Public Organizations and Public Managers. The mul-
tiple dimensions along which the concepts of public and private vary make for
many ways to define public organizations, most of which prove inadequate. For
example, one time-honored approach defines public organizations as those that
have a great impact on the public interest (Dewey, 1927). Decisions about whether
government should regulate have turned on judgments about the public interest
(Mitnick, 1980). In a prominent typology of organizations, Blau and Scott (1962)
distinguished between commonweal organizations, which benefit the public in gen-
eral, and business organizations, which benefit their owners. The public interest,
however, has proved notoriously hard to define and measure (Mitnick, 1980). Some
definitions directly conflict with others; for example, defining the public interest
as what a philosopher king or benevolent dictator decides versus what the ma-
jority of people prefer. Most organizations, including business firms, affect the
public interest in some sense. Manufacturers of computers, pharmaceuticals,
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automobiles, and many other products clearly have tremendous influence on the
well-being of the nation.

Alternatively, researchers and managers often refer to auspices or ownership,
an implicit use of the agency factor mentioned earlier. Public organizations are
governmental organizations, and private organizations are nongovernmental, usu-
ally business firms. Researchers using this simple dichotomy have kept the debate
going by producing impressive research results (Mascarenhas, 1989). The blurring
of the boundaries between the sectors, however, shows that we need further analy-
sis of what this dichotomy means.

Agencies and Enterprises as Points on a Continuum. Observations about the
blurring of the sectors are hardly original. Half a century ago, in their analysis of
markets and polyarchies, Dahl and Lindblom (1953) described a complex contin-
uum of types of organizations, ranging from enterprises (organizations controlled
primarily by markets) to agencies (public or government-owned organizations). For
enterprises, they argued, the pricing system automatically links revenues to prod-
ucts and services sold. This creates stronger incentives for cost reduction in enter-
prises than in agencies. Agencies, conversely, have more trouble integrating cost
reduction into their goals and coordinating spending and revenue-raising decisions,
because legislatures assign their tasks and funds separately. Their funding alloca-
tions usually depend on past levels, and if they achieve improvements in efficiency,
their appropriations are likely to be cut. Agencies also pursue more intangible, di-
verse objectives, making their efficiency harder to measure. The difficulty in spec-
ifying and measuring objectives causes officials to try to control agencies through
enforcement of rigid procedures rather than through evaluations of products and
services. Agencies also have more problems related to hierarchical control, such as
red tape, buck passing, rigidity, and timidity, than do enterprises.

More important than these assertions in Dahl and Lindblom’s oversimplified
comparison of agencies and enterprises is their conception of a continuum of var-
ious forms of agencies and enterprises, ranging from the most public of organiza-
tions to the most private (see Figure 3.1). Dahl and Lindblom did not explain how
their assertions about the different characteristics of agencies and enterprises apply
to organizations on different points of the continuum. Implicitly, however, they sug-
gested that agency characteristics apply less and less as one moves away from that
extreme, and the characteristics of enterprises become more and more applicable.

Ownership and Funding. Wamsley and Zald (1973) pointed out that an organi-
zation’s place along the public-private continuum depends on at least two major
elements, ownership and funding. Organizations can be owned by the government
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or privately owned. They can receive most of their funding from government
sources, such as budget allocations from legislative bodies, or they can receive most
of it from private sources, such as donations or sales within economic markets.
Putting these two dichotomies together results in the four categories illustrated
in Figure 3.2: publicly owned and funded organizations, such as most government
agencies; publicly owned but privately funded organizations, such as the U.S. Postal
Service and government-owned utilities; privately owned but governmentally
funded organizations, such as certain defense firms funded primarily through gov-
ernment contracts; and privately owned and funded organizations, such as su-
permarket chains and IBM.

This scheme does have limitations; it makes no mention of regulation, for ex-
ample. Many corporations, such as IBM, receive funding from government con-
tracts but operate so autonomously that they clearly belong in the private category.
Nevertheless, the approach provides a fairly clear way of identifying core cate-
gories of public and private organizations.

Economic Authority, Public Authority, and “Publicness.” Bozeman (1987) draws
on a number of the preceding points to try to conceive the complex variations
across the public-private continuum. All organizations have some degree of po-
litical influence and are subject to some level of external governmental control.

FIGURE 3.2. PUBLIC AND PRIVATE OWNERSHIP AND FUNDING.

Public Ownership Private Ownership

Public Funding Department of Defense Defense contractors

(taxes, government
contracts)

Private Funding
(sales, private
donations)

Social Security
Administration
Police departments

Rand Corporation

Manpower Development
Research Corporation

Oak Ridge National
Laboratories

U.S. Postal Service

Government-owned
utilities

Federal Home Loan
Bank Board

General Motors’
IBM

General Electric
Grocery store chains
YMCA

*These large corporations have large government contracts and sales, but attain most of their rev-
enues from private sales and have relative autonomy to withdraw from dealing with government.

Source: Adapted and revised from Wamsley and Zald, 1973.
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Hence, they all have some level of “publicness,” although that level varies widely.
Like Wamsley and Zald, Bozeman uses two subdimensions—political authority
and economic authority—but treats them as continua rather than dichotomies.
Economic authority increases as owners and managers gain more control over the
use of their organization’s revenues and assets, and decreases as external gov-
ernment authorities gain more control over their finances.

Political authority is granted by other elements of the political system, such
as the citizenry or governmental institutions. It enables the organization to act on
behalf of those elements and to make binding decisions for them. Private firms
have relatively little of this authority. They operate on their own behalf and only
for as long as they support themselves through voluntary exchanges with citi-
zens. Government agencies have high levels of authority to act for the community
or country, and citizens are compelled to support their activities through taxes and
other requirements.

The publicness of an organization depends on the combination of these two
dimensions. Figure 3.3 illustrates Bozeman’s depiction of possible combinations.
As in previous approaches, the owner-managed private firm occupies one extreme
(high on economic authority, low on political authority), and the traditional gov-
ernment bureau occupies the other (low on economic authority, high on political
authority). A more complex array of organizations represents various combina-
tions of the two dimensions. Bozeman and his colleagues have used this approach
to design research on public, private, and intermediate forms of research and de-
velopment laboratories and other organizations. Later chapters describe the im-
portant differences they found between the public and private categories, with
the intermediate forms falling in between (Bozeman and Loveless, 1987; Crow and
Bozeman, 1987; Emmert and Crow, 1988; Coursey and Rainey, 1990). Also em-
ploying a concept of publicness, Antonsen and Jorgensen (1997) compared sets of
Danish government agencies high on criteria of publicness, such as the number of
reasons their executives gave for being part of the public sector (as opposed to being
in the public sector as a matter of tradition or for economies of scale). The agen-
cies high on publicness showed a number of differences from those low on this mea-
sure, such as higher levels of goal complexity and of external oversight.

Even these more complex efforts to clarify the public-private dimension do
not capture its full complexity. Government and political processes influence or-
ganizations in many ways, through laws, regulations, grants, contracts, charters,
franchises, direct ownership (with many variations in oversight), and numerous
other ways (Salamon and Elliot, 2002). Private market influences also involve many
variations. Perry and Rainey (1988) suggest that future research can continue to
compare organizations in different categories, such as those in Table 3.1.
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FIGURE 3.3. “PUBLICNESS”: POLITICAL AND ECONOMIC AUTHORITY.

Economic
Authority

Private firm
managed by owner

Professional
association

Small
voluntary
association

organization

Closely held
private firm,
professionally
managed
Corporation with Government-
shares traded industry
publicly on stock research
market cooperative
Corporation Research
heavily reliant university
on government
contracts
Private Government-
nonprofit sponsored

enterprise

Government
corporation

or government
organization
funded through
user fees

Government
agency
(funded from
taxes)

Political
Authority

Source: Adapted from Bozeman, 1987.
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Although this topic needs further refinement, these analyses of the public-pri-
vate dimension of organizations clarify important points. Simply stating that the
public and private sectors are not distinct does little good. The challenge involves
conceiving and analyzing the differences, variations, and similarities. In starting to
do so, we can think with reasonable clarity about a distinction between public
and private organizations, although we must always realize the complications.
We can think of assertions about public organizations that apply primarily to or-
ganizations owned and funded by government, such as typical government agen-
cies. At least by definition, they differ from privately owned firms, which get most
of their resources from private sources and are not subject to extensive government
regulations. We can then seek evidence comparing these two groups, and in fact
such research often shows differences, although we need much more evidence. The
population of hybrid and third-sector organizations raises complications about
whether and how differences between these core public and private categories apply
to those hybrid categories. Yet we have increasing evidence that organizations in
this intermediate group—even within the same function or industry—differ in im-
portant ways on the basis of how public or private they are. Designing and evalu-
ating this evidence, however, involve some further complications.

Problems and Approaches in Public-Private Comparisons

Defining a distinction between public and private organizations does not prove that
important differences between them actually exist. We need to consider the supposed
differences and the evidence for or against them. First, however, some intriguing chal-
lenges in research on public management and public-private comparisons need to be
considered, because they figure importantly in sizing up the evidence.

The discussion of the generic approach to organizational analysis and con-
tingency theory introduced some of these challenges. Many factors, such as size,
task or function, and industry characteristics, can influence an organization more
than its status as a governmental entity. Research needs to show that these alter-
native factors do not confuse analysis of differences between public organizations
and other types. Obviously, for example, if you compare large public agencies to
small private firms and find the agencies more bureaucratic, size may be the real
explanation. Also, one would not compare a set of public hospitals to private util-
ities as a way of assessing the nature of public organizations. Ideally, an analysis of
the public-private dimension requires a convincing sample, with a good model that
accounts for other variables besides the public-private dimension. Ideally, studies
would also have huge, well-designed samples of organizations and employees, rep-
resenting many functions and controlling for many variables. Such studies require
a lot of resources and have been virtually nonexistent with the exception of one
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recent example (which found differences among public, nonprofit, and private
organizations, as described in Chapter Eight; see Kalleberg, Knoke, Marsden, and
Spaeth, 1996; Kalleberg, Knoke, and Marsden, 2001). Instead, researchers and
practitioners have adopted a variety of less comprehensive approaches.

Some writers theorize on the basis of assumptions, previous literature and re-
search, and their own experiences (Dahl and Lindblom, 1953; Downs, 1967; Wilson,
1989). Similarly, but less systematically, some books about public bureaucracies
simply provide a list of the differences between public and private, based on the
authors’ knowledge and experience (Gawthorp, 1969; Mainzer, 1973). Other re-
searchers conduct research projects that measure or observe public bureaucracies
and draw conclusions about their differences from private organizations. Some
concentrate on one agency (Warwick, 1975), some on many agencies (Meyer,
1979). Although valuable, these studies examine no private organizations directly.

Many executives and managers who have served in both public agencies and
private business firms make emphatic statements about the sharp differences be-
tween the two settings (Blumenthal, 1983; Hunt, 1999; Rumsfeld, 1983; IBM En-
dowment for the Business of Government, 2002; Weiss, 1983). Quite convincing as
testimonials, they apply primarily to the executive and managerial levels. Differences
might fade at lower levels. Other researchers compare sets of public and private or-
ganizations or managers. Some compare the managers in small sets of government
and business organizations (Buchanan, 1974, 1975; Kurland and Egan, 1999;
Rainey, 1979, 1983; Porter and Lawler, 1968). Questions remain about how well the
small samples represent the full populations and how well they account for impor-
tant factors such as tasks. More recent studies with larger samples of organizations
still leave questions about representing the full populations. They add more con-
vincing evidence of distinctive aspects of public management (Hickson and oth-
ers, 1986; Kalleberg, Knoke, Marsden, and Spaeth, 1996; Kalleberg, Knoke, and
Marsden, 2001; Pandey and Kingsley, 2000) or provide refinements to our under-
standing of the distinction without finding sharp differences between public and pri-
vate managers on their focal variables (Moon and Bretschneider, 2002).

To analyze public versus private delivery of a particular service, many re-
searchers compare public and private organizations within functional categories.
They compare hospitals (Savas, 2000, p. 190), utilities (Atkinson and Halversen,
1986), schools (Chubb and Moe, 1988), airlines (Backkx, Carney, and Gedajlovic,
2002), and other types of organizations. Similarly, other studies compare a function,
such as management of computers or the innovativeness of information technol-
ogy in government and business organizations (Bretschneider, 1990; Moon and
Bretschneider, 2002). Still others compare state-owned enterprises to private firms
(Hickson and others, 1986; Mascarenhas, 1989; MacAvoy and Mclssac, 1989). They
find differences and show that the public-private distinction appears meaningful
even when the same general types of organizations operate under both auspices.
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Studies of one functional type, however, may not apply to other functional types.
The public-private distinction apparently has some different implications in one
industry or market environment, such as hospitals, compared to another industry
or market, such as refuse collection (Hodge, 2000). Yet another complication is
that public and private organizations within a functional category may not actu-
ally do the same thing or operate in the same way (Kelman, 1985). For example,
private and public hospitals may serve different patients, and public and private
electric utilities may have different funding patterns.

In some cases, organizational researchers studying other topics have used a
public-private distinction in the process and have found that it makes a difference
(Chubb and Moe, 1988; Hickson and others, 1986; Kalleberg, Knoke, Marsden,
and Spaeth, 1996; Kurke and Aldrich, 1983; Mintzberg, 1972; Tolbert, 1985).
These researchers have no particular concern with the success or failure of the
distinction per se; they simply find it meaningful.

A few studies compare public and private samples from census data, large-
scale social surveys, or national studies (Brewer and Selden, 1998; Houston, 2000;
Kalleberg, Knoke, Marsden, and Spaeth, 1996; Light, 2002a; Smith and Nock,
1980; U.S. Office of Personnel Management, 2000). These have great value, but
such aggregated findings often prove difficult to relate to the characteristics of spe-
cific organizations and the people in them. In the absence of huge, conclusive
studies, we have to piece together evidence from more limited analyses such as
these. Many issues remain debatable, but we can learn a great deal from doing so.

Common Assertions About Public
Organizations and Public Management

In spite of the difficulties, the stream of assertions and research findings contin-
ues. During the 1970s and 1980s, various reviews compiled the most frequent ar-
guments and evidence about the distinction between public and private (Fottler,
1981; Meyer, 1982; Rainey, Backoff, and Levine, 1976). There has been a good
deal of progress in research, but the basic points of contention have not changed
substantially. Exhibit 3.1 shows a recent summary and introduces many of the is-
sues that later chapters examine. The table and the discussion of it that follows
pull together theoretical statements, expert observations, and research findings.
Except for those mentioned, it omits many controversies about the accuracy of
the statements (these are considered in later chapters). Still, it presents a reasonable
depiction of prevailing issues and views about the nature of public organiza-
tions and management that amounts to a theory of public organizations.
Unlike private organizations, most public organizations do not sell their
outputs in economic markets. Hence, the information and incentives provided by
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EXHIBIT 3.1. DISTINCTIVE CHARACTERISTICS OF PUBLIC
MANAGEMENT AND PUBLIC ORGANIZATIONS: A SUMMARY
OF COMMON ASSERTIONS AND RESEARCH FINDINGS.

1.1,

11.2.

11.3.

11.4.
II.5.

I. Environmental Factors

. Absence of economic markets for outputs; reliance on governmental appropriations for financial

resources.
I.1.a. Less incentive to achieve cost reduction, operating efficiency, and effective performance.
I.1.b. Lower efficiency in allocating resources (weaker reflection of consumer preferences, less
proportioning of supply to demand).
I.1.c. Less availability of relatively clear market indicators and information (prices, profits, market
share) for use in managerial decisions.
Presence of particularly elaborate and intensive formal legal constraints as a result of oversight by leg-
islative branch, executive branch hierarchy and oversight agencies, and courts.
I.2.a. More constraints on domains of operation and on procedures (less autonomy for managers
in making such choices).
I.2.b. Greater tendency for proliferation of formal administrative controls.
I.2.c. Larger number of external sources of formal authority and influence, with greater fragmen-
tation among them.
Presence of more intensive external political influences.
I.3.a. Greater diversity and intensity of external informal political influences on decisions (political
bargaining and lobbying; public opinion; interest-group, client, and constituent pressures).
I.3.b. Greater need for political support from client groups, constituencies, and formal authorities
in order to obtain appropriations and authorization for actions.

Il. Organization-Environment Transactions
Public organizations and managers are often involved in production of public goods or handling of
significant externalities. Outputs are not readily transferable to economic markets at a market price.
Government activities are often coercive, monopolistic, or unavoidable. Government has unique sanc-
tioning and coercion power and is often the sole provider. Participation in consumption and fi-
nancing of activities is often mandatory.
Government activities often have a broader impact and greater symbolic significance. There is a
broader scope of concern, such as for general public interest criteria.
There is greater public scrutiny of public managers.
There are unique expectations for fairness, responsiveness, honesty, openness, and accountability.

Hll. Organizational Roles, Structures, and Processes

The following distinctive characteristics of organizational roles, structures, and processes have been fre-
quently asserted to result from the distinctions cited under | and Il. More recently, distinctions of this na-
ture have been analyzed in research with varying results.

1.

.2.

Greater goal ambiguity, multiplicity, and conflict.

lll.1.a. Greater vagueness, intangibility, or difficulty in measuring goals and performance criteria; the
goals are more debatable and value-laden (for example, defense readiness, public safety, a
clean environment, better living standards for the poor and unemployed).

II.1.b. Greater multiplicity of goals and criteria (efficiency, public accountability and openness, po-
litical responsiveness, fairness and due process, social equity and distributional criteria, moral
correctness of behavior).

IIl.1.c. Greater tendency of the goals to be conflicting, to involve more trade-offs (efficiency versus
openness to public scrutiny, efficiency versus due process and social equity, conflicting de-
mands of diverse constituencies and political authorities).

Distinctive features of general managerial roles

ll.2.a. Recent studies have found that public managers’ general roles involve many of the same func-
tions and role categories as those of managers in other settings but with some distinctive fea-
tures: a more political, expository role, involving more meetings with and interventions by
external interest groups and political authorities; more crisis management and “fire drills”;
greater challenge to balance external political relations with internal management functions.
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EXHIBIT 3.1. DISTINCTIVE CHARACTERISTICS OF PUBLIC
MANAGEMENT AND PUBLIC ORGANIZATIONS: A SUMMARY
OF COMMON ASSERTIONS AND RESEARCH FINDINGS, Cont'd.

I.3.  Administrative authority and leadership practices.

Ill.3.a. Public managers have less decision-making autonomy and flexibility because of elaborate in-
stitutional constraints and external political influences. There are more external interventions,
interruptions, constraints.

I1.3.b. Public managers have weaker authority over subordinates and lower levels as a result of in-
stitutional constraints (for example, civil service personnel systems, purchasing and pro-
curement systems) and external political alliances of subunits and subordinates (with interest
groups, legislators).

II.3.c. Higher-level public managers show greater reluctance to delegate authority and a tendency
to establish more levels of review and approval and to make greater use of formal regulations
to control lower levels.

I1.3.d. More frequent turnover of top leaders due to elections and political appointments causes
more difficulty in implementing plans and innovations.

Ill.3.e. Recent counterpoint studies describe entrepreneurial behaviors and managerial excellence by
public managers.

II.4. Organizational structure.

Ill.4.a. Numerous assertions that public organizations are subject to more red tape, more elaborate
bureaucratic structures.

II.4.b. Empirical studies report mixed results, some supporting the assertions about red tape, some
not supporting them. Numerous studies find some structural distinctions for public forms of
organizations, although not necessarily more bureaucratic structuring.

l.5. Strategic decision-making processes.

Ill.5.a. Recent studies show that strategic decision-making processes in public organizations can be
generally similar to those in other settings but are more likely to be subject to interventions,
interruptions, and greater involvement of external authorities and interest groups.

lI.6. Incentives and incentive structures.

ll.6.a. Numerous studies show that public managers and employees perceive greater administrative
constraints on the administration of extrinsic incentives such as pay, promotion, and disci-
plinary action than do their counterparts in private organizations.

I1.6.b. Recent studies indicate that public managers and employees perceive weaker relations be-
tween performance and extrinsic rewards such as pay, promotion, and job security. The stud-
ies indicate that there may be some compensating effect of service and other intrinsic
incentives for public employees and show no clear relationship between employee perfor-
mance and perceived differences in the relationship between rewards and performance.

lIl.7. Individual characteristics, work-related attitudes and behaviors.

IIl.7.a. A number of studies have found different work-related values on the part of public managers
and employees, such as lower valuation of monetary incentives and higher levels of public
service motivation.

I1.7.b. Numerous highly diverse studies have found lower levels of work satisfaction and organiza-
tional commitment among public than among private managers and employees. The level
of satisfaction among public sector samples is generally high but tends consistently to be
somewhat lower than that among private comparison groups.

I11.8. Organizational and individual performance.

II.8.a. There are numerous assertions that public organizations and employees are cautious and not
innovative. The evidence for this is mixed.

I1.8.b. Numerous studies indicate that public forms of various types of organizations tend to be
less efficient in providing services than their private counterparts, although results tend to
be mixed for hospitals and utilities. (Public utilities have been found to be efficient somewhat
more often.) Yet other authors strongly defend the efficiency and general performance of
public organizations, citing various forms of evidence.

Source: Adapted from Rainey, Backoff, and Levine, 1976, and Rainey, 1989.



What Makes Public Organizations Distinctive 77

economic markets are weaker in or absent from them. Some scholars theorize (as
many citizens believe) that this reduces incentives for cost reduction, operating ef-
ficiency, and effective performance. In the absence of markets, other governmental
institutions (courts, legislatures, the executive branch) use legal and formal con-
straints to impose greater external governmental control of procedures, spheres
of operations, and strategic objectives. Interest groups, the media, public opinion,
and informal bargaining and pressure by governmental authorities exert an array
of less formal, more political influences. These differences arise from the distinct
nature of transactions with the external environment. Government is more mo-
nopolistic, coercive, and unavoidable than the private sector, with a greater breadth
of impact, and it requires more constraint. Therefore, government organiza-
tions operate under greater public scrutiny and are subject to unique public ex-
pectations for fairness, openness, accountability, and honesty.

Internal structures and processes in government organizations reflect these
influences, according to the typical analysis. Also, characteristics unique to the
public sector—the absence of the market, the production of goods and services
not readily valued at a market price, and value-laden expectations for account-
ability, fairness, openness, and honesty as well as performance—complicate the
goals and evaluation criteria of public organizations. Goals and performance cri-
teria are more diverse, they conflict more often (and entail more difficult trade-
offs), and they are more intangible and harder to measure. The external controls
of government, combined with the vague and multiple objectives of public or-
ganizations, generate more elaborate internal rules and reporting requirements.
They cause more rigid hierarchical arrangements, including highly structured and
centralized rules for personnel procedures, budgeting, and procurement.

Greater constraints and diffuse objectives allow managers less decision-making
autonomy and flexibility than their private counterparts have. Subordinates and
subunits may have external political alliances and merit-system protections that
give them relative autonomy from higher levels. Striving for control because of the
political pressures on them but lacking clear performance measures, executives in
public organizations avoid delegation of authority and impose more levels of re-
view and more formal regulations.

Some observers contend that these conditions, aggravated by rapid turnover
of political executives, push top executives toward a more external, political role
with less attention to internal management. Middle managers and rank-and-file
employees respond to the constraints and pressures with caution and rigidity. Crit-
ics and managers alike complain about weak incentive structures in government,
lament the absence of flexibility in bestowing financial rewards, and point to other
problems with governmental personnel systems. Complaints about difficulty in
firing, disciplining, and financially rewarding employees generated major civil ser-
vice reforms in the late 1970s at the federal level and in states around the country
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and have continued ever since. As noted in Chapter One, this issue of the need
for flexibility to escape such constraints became the most important point of con-
tention in the debate over the new Department of Homeland Security in 2002.

In turn, expert observers assert, and some research indicates, that public em-
ployees’ personality traits, values, needs, and work-related attitudes differ from
those of private sector employees. Some research finds that public employees place
lower value on financial incentives, show somewhat lower levels of satisfaction
with certain aspects of their work, and differ in some other work attitudes from
their private sector counterparts. Along these lines, as Chapter Ten describes, a
growing body of research on public service motivation over the last decade sug-
gests special patterns of motivation in public and nonprofit organizations that can
produce levels of motivation and effort comparable to or higher than those among
private sector employees (Perry, 1996, 2000; Houston, 2000; Francois, 2000).

Intriguingly, the comparative performance of public and nonpublic organiza-
tions and employees figures as the most significant issue of all and the most difficult
one to resolve. It also generates the most controversy. As noted earlier, the general
view has been that government organizations operate less efficiently and effec-
tively than private organizations because of the constraints and characteristics men-
tioned previously. Many studies have compared public and private delivery of the
same services, mostly finding the private form more efficient. Efficiency studies
beg many questions, however, and a number of authors defend government per-
formance strongly. They cite client satisfaction surveys, evidence of poor perfor-
mance by private organizations, and many other forms of evidence to argue that
government performs much better than generally supposed. As Chapters Six and
Tourteen elaborate, in recent years numerous authors have claimed that public and
nonprofit organizations frequently perform very well and very innovatively, and offer
evidence or observations about when and why they do.

This countertrend in research and thinking about public organizations actu-
ally creates a divergence in the theory about them. One orientation treats gov-
ernment agencies as inherently dysfunctional and inferior to business firms, and
another perspective emphasizes the capacity of public and nonprofit organiza-
tions to perform well and innovate successfully. Both perspectives tend to agree on
propositions and observations about many characteristics of public and nonprofit
organizations, such as the political influences on public agencies.

This discussion and Exhibit 3.2 provide a summary characterization of the
prevailing view of public organizations that one would attain from an overview of
the literature and research. Yet for all the reasons given earlier, it is best for now
to regard this as an oversimplified and unconfirmed set of assertions. The chal-
lenge now 1s to bring together the evidence from the literature and research to
work toward a better understanding and assessment of these assertions.
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CHAPTER FOUR

ANALYZING THE ENVIRONMENT
OF PUBLIC ORGANIZATIONS

he historical overview in Chapter Two should have made clear why organi-
zational environment became one of the most important concepts in the
study of management and organizations. The early contributors to the study of
organizations concentrated on the middle parts of the framework in Figure 1.1—
on structures, mainly, with limited attention to certain aspects of tasks, processes,
incentives, and people. They placed little emphasis on an organization’s envi-
ronments or its managers’ responses to them. Contemporary researchers and
experts now regard organizational environments, and the challenges of dealing
with them, as absolutely crucial to analyzing and leading organizations. This is
certainly true for public organizations, because they are often more open than
other organizations to certain types of environmental pressures and constraints.
Public organizations tend to be subject to more directions and interventions from
political actors and authorities who seek to direct and control them.
Management experts now exhort managers to monitor and analyze their en-
vironments, and consultants regularly lead executives and task forces through such
analyses as part of strategic planning sessions (described further in Chapter Seven).
In spite of all the attention to organizational environments, however, the man-
agement field provides no exact science for analyzing them, in part because the
concept 1s complex and difficult in various ways. Public organizations are often
embedded in larger governmental structures. The Food and Drug Administration,
for example, operates as a subunit of the U.S. Department of Health and Human
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Services, which in turn is a component of the U.S. federal government. The larger
units of government impose systemwide rules on all agencies in the government,
covering such administrative processes as human resources management, pur-
chasing and procurement, and the budgeting process. In many agencies, different
subunits operate in very different policy areas and often have stronger alliances
with legislators and interest groups than with the agency director (Radin, 2002,
p- 35; Seidman and Gilmour, 1986; Kaufman, 1979). All this can make it hard to
say where an agency’s environment begins and ends.

In addition, members of an organization often enact its environment (Scott,
2003, p. 141; Weick, 1979, p. 169). They consciously or unconsciously choose which
matters to pay attention to and what to try to change. They make choices about
the organization’s domain, or field of operations, including the geographic areas,
markets, clients, products, and services on which the organization will focus. Deci-
sions about an organization’s domain determine the nature of its environment. For
example, some years ago leaders of the Ohio Bureau of Mental Retardation
adopted a “deinstitutionalization” policy, moving patients out of the large treat-
ment facilities operated by the agency and into smaller, private sector facilities. This
changed the boundaries of the agency, its relations with its clients, and the set of
organizations with which the agency worked. Organizations can sometimes create
or shape their environments as much as they simply react to them. This compli-
cates the analysis of environments, but it makes it all the more important.

These complications about the concept of an organization’s environment may
explain a rather surprising disappearing act that the concept has performed in the
work of some major organization theorists. Authors who developed and champi-
oned the concept (Aldrich, 1979), have more recently produced books that men-
tion the term sparingly and do not treat it as a primary concept, with no explanation
of its demise (Aldrich, 1999; Baum and McKelvey, 1999). The term appears much
less frequently in the titles of articles in prominent journals. Actually, as described
shortly, most of the contemporary analyses of organizations and management em-
ploy concepts relevant to organizations’ relations with their operating contexts or
environments. Authors may increasingly feel that new concepts, such as networks,
stakeholders, boundaries, and others discussed in this chapter, have more value than
the concept of an organizational environment. In addition, prominent authors still
employ the concept of organizational environment in important ways (Daft, 2001,
chap. 4 and 5; Hall, 2002; Kalleberg, Knoke, Marsden, and Spaeth, 1996, chap. 6;
Scott, 2003, chap. 6).

General Dimensions of Organizational Environments

One typical approach to working through some of the complexity of environ-
mental analysis is simply to lay out the general sectors or clusters of conditions,
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such as those in Exhibit 4.1, that an organization encounters. Consultants and ex-
perts often use such frameworks to lead groups in organizations through an envi-
ronmental scan (described in Chapter Seven) as part of a strategic planning project
or in a general assessment of the organization. For example, the U.S. Social Se-
curity Administration (2000) used an environmental scan in their efforts to develop
a major vision statement.

Anyone can provide examples of ways in which such conditions influence or-
ganizations. Technological and scientific developments gave birth to many gov-
ernment agencies, such as the Environmental Protection Agency and the Nuclear
Regulatory Commission. Technological developments continually influence the
operation of government agencies; they must struggle to keep up with advances
in computer technology, communications, and other areas. Congress passed leg-
1slation mandating vast changes at the U.S. Internal Revenue Service largely as
a result of difficulties the agency had in developing and adapting to new infor-
mation technologies for processing tax returns (Bozeman, 2002b). Demographic
trends currently receive much attention, as analysts project increasing percentages
of women and minorities in government employment. This raises the challenge

EXHIBIT 4.1. GENERAL ENVIRONMENTAL CONDITIONS.

e Technological conditions: the general level of knowledge and capability in science,
engineering, medicine, and other substantive areas; general capacities for com-
munication, transportation, information processing, medical services, military
weaponry, environmental analysis, production and manufacturing processes, and
agricultural production.

e legal conditions: laws, regulations, legal procedures, court decisions; characteristics
of legal institutions and values, such as provisions for individual rights and jury trials
as well as the general institutionalization and stability of legal processes.

e Political conditions: characteristics of the political processes and institutions in a
society, such as the general form of government (socialism, communism, capital-
ism, and so on; degree of centralization, fragmentation, or federalism) and the de-
gree of political stability (Carroll, Delacroix, and Goodstein, 1988). More direct and
specific conditions include electoral outcomes, political party alignments and suc-
cess, and policy initiatives within regimes.

e Economic conditions: levels of prosperity, inflation, interest rates, and tax rates; char-
acteristics of labor, capital, and economic markets within and between nations.

e Demographic conditions: characteristics of the population such as age, gender, race,
religion, and ethnic categories.

e [cological conditions: characteristics of the physical environment, including climate,
geographical characteristics, pollution, natural resources, and the nature and den-
sity of organizational populations.

e Cultural conditions: predominant values, attitudes, beliefs, social customs, and
socialization processes concerning such things as sex roles, family structure, work
orientation, and religious and political practices.
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of managing diversity in the workplace (Ospina, 1996; Selden, 1997). Mainly due
to the increasing size of the population of retired Americans, the Social Security
Administration (SSA) projected that the beneficiaries of its main programs will in-
crease from about 50 million people to more than 60 million between 1999 and
2010. Due to this increase and changes in laws about Social Security, such as
legislation requiring more services to beneficiaries with disabilities, the agency pro-
jected the need for an increase of 15,000 to 20,000 work years of employee effort
during this period if the agency continued to use its current procedures (U.S.
Social Security Administration, 2000, p. 6). Public administrators attend carefully
to legal developments, such as changes in public officials’ legal liability for their
decisions (Cooper, 2000; Koenig and O’Leary, 1996; Rosenbloom and O’Leary,
1997; Rosenbloom, Kravchuck, and Rosenbloom, 2001). As for the political di-
mensions of organizational environments, much of the rest of this book, but es-
pecially this and the next chapter, pertains to such influences.

Another common approach to analyzing environments is to list specific ele-
ments of an organization’s environment, such as important stakeholders, or or-
ganizations and groups that have an important interest in the organization
(Harrison and Freeman, 1999). A typical depiction of such elements of the envi-
ronment might include competitors, customers, suppliers, regulators, unions, and
associates. Similarly, Porter (1998) analyzes the major influences on competition
within an industry: industry competitors, buyers, suppliers, new entrants, and sub-
stitutes. Gonsultants working with organizations on strategy formulation some-
times use such frameworks in a stakeholder analysis, to identify key stakeholders of
the organization and their particular claims and roles (Bryson, 1995).

Research on Environmental Variations

Organizational researchers have also produced more specific evidence about the
effects of environments. Selznick (1966; see also Hall, 2002) helped lead this trend
with a study of a government corporation, the Tennessee Valley Authority (TVA).
He found that environmental influences play a crucial role in wstitutionalization
processes in organizations. Values, goals, and procedures become strongly estab-
lished, not necessarily because managers choose them as the most efficient means
of production, but in large part as a result of environmental influences and ex-
changes. The TVA, for example, engaged in co-optation, absorbing new elements
into its leadership to avert threats to its viability. The U.S. government established
the T'VA during the New Deal years to develop electric power and foster economic
development along the Tennessee River. TVA officials involved local organiza-
tions and groups in decisions. This gained support for the TVA, but it also brought
in these groups as strong influences on the organization’s values and priorities.
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In some cases, these groups shut out rival groups, putting the T'VA in conflict with
other New Deal programs with which it should have been allied. Thus, an orga-
nization’s needs for external support and its consequent exchanges with outside
entities can heavily influence its primary values and goals.

Later research made the importance of the external environment increasingly
clear. Prominent studies that led to the emergence of contingency theory found
more and more evidence of the impact of environmental uncertainty and com-
plexity (Donaldson, 2001). Burns and Stalker (1961), for example, studied a set of
English firms and classified them into two categories. Mechanistic firms emphasized
a clear hierarchy of authority, with direction and communication dependent on
the chain of command, and specialized, formally defined individual tasks. Other
firms were more organic, with less emphasis on hierarchy and more lateral com-
munication and networking. Tasks were less clearly defined and changed more fre-
quently. Managers in these firms sometimes spurned organizational charts as
too confining or even dangerous. The mechanistic firms succeeded in stable en-
vironments—those with relative stability in products, technology, competitors, and
demand for their products. In such a setting, they could take advantage of the
efficiencies of their more traditional structures. Other firms, such as electronics
manufacturers, faced less stable environmental conditions, with rapid fluctuations
in technology, products, competitors, and demand. The more organic firms, which
were more flexible and adaptive, succeeded in this setting.

Lawrence and Lorsch (1967) studied firms in three industries whose environ-
ments exhibited different degrees of uncertainty as a result of more or less rapid
changes and greater or lesser complexity. As changes in the environment be-
came more rapid and frequent, and as the environment became more complex,
these conditions imposed more uncertainty on decision makers in the organiza-
tions. The most successful firms had structures with a degree of complexity match-
ing that of the environment. Firms in more stable environments could manage
with relatively traditional, hierarchical structures. Firms in more unstable, uncer-
tain environments could not.

In addition, different subunits of these firms faced different environments.
As these different environments imposed more uncertainty on the subunits’ man-
agers, the successful firms became more differentiated. That is, the subunits differed
more and more from one another in their goals, the time frames for their work,
and the formality of their structure. This increased the potential for conflict and
disorganization, however. Successful firms in more uncertain environments re-
sponded with higher levels of integration. They had more methods for coordinat-
ing the highly differentiated units, such as liaison positions, coordinating teams,
and conflict-resolution processes. This combination of differentiation and inte-
gration made the successful firms in more uncertain environments more inter-
nally complex. The authors’ general conclusion advanced one of the prominent
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components of the contingency idea: organizations must adopt structures that
are as complex as the environments they confront.

As many studies of this sort accumulated, James Thompson (1967) synthe-
sized the growing body of research in a way that provided additional insights. Or-
ganizations must contend with the demands of their tasks and their environments.
They do so by trying to isolate the technical core, their primary work processes, so
that their work can proceed smoothly. They use buffering methods to try to provide
stable conditions for the technical core. For example, they use boundary-spanning
units—such as inventory, personnel recruitment, and research and development
units—to try to create smooth flows of information and resources. Yet environ-
mental conditions can strain this process. In more complex environments, with
more geographical areas, product markets, competitors, and other factors, orga-
nizations must become more internally complex. They do so by establishing dif-
ferent subunits to attend to the different environmental segments. More unstable
environments create a need for greater decentralization of authority to these sub-
units and a less formal structure. The shifting environment requires rapid deci-
sions and changes, and it takes too long for information and decisions to travel up
and down a strict hierarchy.

Researchers have debated the adequacy of contingency theory (Hall, 2002,
p- 285) and many have moved off in other directions. Yet recent books still em-
phasize the importance and implications of contingency theory perspectives on
organizational environments (Daft, 2001; Donaldson, 2001). An organization’s
structure must be adapted to environmental contingencies as well as other con-
tingencies. In simple, homogeneous, stable environments, organizations can suc-
cessfully adopt mechanistic and centralized structures. In more complex and
unstable environments, successful organizations must be organic and decentral-
ized, partitioned into many departments with correspondingly elaborate inte-
grating processes, and processes for managing the organization’s boundaries and
relation with the environment .

Scholars have also further developed contingency-theory concepts into care-
fully conceived environmental dimensions. Exhibit 4.2 illustrates prominent ex-
amples that researchers still use (Berman, Wicks, Kotha, and Jones, 1999). Clearly
these dimensions apply to public organizations. Tax resentment and pressures to
cut government spending in recent decades show the importance of environmental
capacity (munificence or resource scarcity) for public organizations. The federal
government has a regionalized structure, reflecting the influence of environ-
mental heterogeneity and dispersion. Even organization theorists who attach lit-
tle significance to the public-private distinction agree that public organizations
face particular complications in domain consensus and choice (Miles, 1980; Hall, 2002;
Van de Ven and Ferry, 1980; Meyer, 1979). Jurisdictional boundaries and numer-



Analyzing the Environment of Public Organizations 85

EXHIBIT 4.2. DESCRIPTIVE AND ANALYTICAL DIMENSIONS
OF ORGANIZATIONAL ENVIRONMENTS.

Aldrich (1979)

Capacity: the extent to which the environment affords a rich or lean supply of neces-
sary resources

Homogeneity-heterogeneity: the degree to which important components of the en-
vironment are similar or dissimilar

Stability-instability: the degree and rapidity of change in the important components
or processes in the environment

Concentration-dispersion: the degree to which important components of the envi-
ronment are separated or close together, geographically or in terms of communi-
cation or logistics

Domain consensus-dissensus: the degree to which the organization’s domain (its op-
erating locations, major functions and activities, and clients and customers served)
is generally accepted or disputed and contested

Turbulence: the degree to which changes in one part or aspect of the environment
in turn create changes in another; the tendency of changes to reverberate and
spread

Dess and Beard (1984)
Munificence: the availability of needed resources
Complexity: the homogeneity and concentration of the environment
Dynamism: the stability and turbulence of the environment

ous authorities, laws, and political interests complicate decisions about where,
when, and how a public organization operates. Research strongly supports the ob-
servation that public status influences strategic domain choices (Mascarenhas,
1989), although later chapters show how public managers often gain considerable
leeway to maneuver.

Turbulence and interconnectedness characterize the environments of most public
organizations. Studies of public policy implementation provide numerous accounts
of policy initiatives that had many unanticipated consequences and implications
for other groups. Public managers commonly encounter situations in which a de-
cision touches off a furor, arousing opposition from groups that they would never
have anticipated reacting (Chase and Reveal, 1983; Cohen and Eimicke, 1998).
Similarly, environmental stability, dynamism, and change rates have major implications
for public organizations. Rapid turnover of political appointees at the top of agen-
cies and rapid external shifts in political priorities have major influences on pub-
lic organizations and the people in them. For example, researchers find evidence
that turbulence and instability in the environments of public agencies affect the
morale of their managers and influence their acceptance of reforms (Ban, 1987;
Golden, 2000; Rubin, 1985).
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These environmental concepts are useful for enhancing our understanding of
public organizations. As this discussion shows, however, no conclusive, coherent
theory of organizations explains how these dimensions are related to one another
and to organizations. In addition, organization theorists have defined these con-
cepts at a very general level. Certainly they apply to public organizations, but to
really understand public organizations we need to add more specific content to
the environmental dimensions. There is a body of useful research and writing
on public bureaucracies that can help in this task, to which this discussion will turn
after a review of recent trends in research by organizational theorists relevant to
the analysis of organizational environments.

Recent Trends in Research
on Organizational Environments

Some of the most prominent recent research in organization theory concentrates
on organizational environments and moves beyond contingency theory (Aldrich,
1999, chap. 3; Hall, 2002, chap. 12). Population ecology theorists, for example, ana-
lyze the origin, development, and decline of populations of organizations using
biological concepts (Hannan and Ireeman, 1989). Just as biologists analyze how
certain populations of organisms develop to take advantage of a particular eco-
logical niche, population ecologists analyze the development of populations of or-
ganizations within certain niches (characterized by their unique combinations of
available resources and constraints).

Some population ecology theorists reject the contingency-theory depiction of
organizations as rational, speedy adapters to environmental change. Indeed, they
see environments as selecting organizational populations in a Darwinian fashion
(Hannan and Freeman, 1989). The population ecology perspective analyzes how
populations of organizations go through processes of variation, selection, and re-
tention. Variation involves the continuing appearance of new forms of organi-
zation, both planned and unplanned. Then the selection process determines which
forms of organization will survive and prosper, based on their fit with the envi-
ronment or their capacity to fill an environmental niche. A niche is a distinct com-
bination of resources and constraints that supports the particular form of
organization. Retention processes serve to continue the form through such envi-
ronmental influences as pressures on the organizations to maintain past practices,
and through such internal processes as employees developing common outlooks.
Critics have raised questions about this perspective, arguing, for example, that
its broad biological analogies devote no attention to human strategic decisions and
motives in organizations (Van de Ven, 1979), and that its proponents have applied
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it mostly to populations of small organizations, leaving questions about how it ap-
plies to huge government agencies and business firms.

Aldrich (1999) advances an evolutionary perspective on populations of organi-
zations that he describes as more general and overarching than the population ecol-
ogy perspective but that obviously draws upon it. He says that the approach also
has important connections to the perspectives described later in this chapter. It
includes the processes of varation, selection, and retention, with elaborations. All three
of these processes can operate on organizations from external or internal sources.
Variations in routines, procedures, and organizational forms can be ntentional, as
mdividuals seek solutions to problems, or blind, as a result of mistakes or surprises.
In addition, there is a fourth process, struggle, in which individuals, organizations,
and populations of organizations contend with each other over scarce resources
and conflicting incentives and goals. Aldrich does not undertake to describe spe-
cific implications or offer advice for managers, but his perspective goes even far-
ther than the population ecology approach to provide insights about ways in which
organizational populations are integral to processes of social change; show much
more diversity of form than some research, such as the contingency approaches,
recognized; and continually emerge and evolve. Both the population-ecology and
the evolutionary perspectives, however, offer insights about historical and environ-
mental forces that influence organizational change and survival, reminding us that
any model for organizational analysis should remain sensitive to growth, decline,
or other variations in organizational forms. For example, observers of very inno-
vative public executives have argued that these executives appeared to engage in
an “uncommon rationality” in which they “see new possibilities offered by an evolv-
ing historical situation” and take advantage of political and technological devel-
opments that offer such possibilities (Doig and Hargrove, 1990, pp. 10-11).

Resource-dependence theories analyze how organizational managers try to obtain
crucial resources from their environment, such as materials, money, people, sup-
port services, and technological knowledge. Organizations can adapt their struc-
tures in response to their environment, or they can change their niches. They can
try to change the environment by creating demand or seeking government actions
that can help them. They can try to manipulate the way the environment is per-
ceived by the people in the organization and those outside it. In these and other
ways, they can pursue essential resources. These theorists stress the importance of
internal and external political processes in the quest for resources. Chapter Six
discusses how their analysis of resources in connection with internal power rela-
tionships applies to public organizations (Pfeffer and Salancik, 1978, pp. 277-278;
Daft, 2001).

Transaction-costs theories analyze managerial decisions to purchase a needed
good or service from outside, as opposed to producing it within the organization
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(Williamson, 1975, 1981). Transactions with other organizations and people be-
come more costly as contracts become harder to write and supervise. The orga-
nization may need a service particular to itself, or it may have problems supervising
contractors. Managers may try to hold down such costs under certain conditions
by merging with another organization or permanently hiring a person with whom
they had been contracting. These theories, which are much more elaborate than
summarized here, have received much attention in business management research
and have implications for government contracting and other governmental issues
(Aldrich, 1999; Bryson, 1995). Yet they usually assume that managers in firms
strive to hold down costs to maximize profits. Governmental contracting in-
volves more political criteria and accountability, and different or nonexistent profit
motives, so at one point Williamson (1981) expressed uncertainty as to whether
transaction cost economics applies to nonmarket organizations. More recently,
however, he examined public bureaucracy from the perspective of transaction cost
economics (Williamson, 1999). He concluded that the public bureaucracy, like
other alternative modes of governance (such as markets, firms, and hybrids), is
well suited to some transactions and poorly suited to others. Williamson argued
that public bureaucracy handles “sovereign transactions,” such as foreign affairs,
more effectively and efficiently than other modes, such as firms and markets.
Studies of nstitutionalization processes hark back to the work of Selznick (1966).
They analyze how certain values, structures, and procedures become institution-
alized (widely accepted as the proper way of doing things) in and among organi-
zations. Tolbert and Zucker (1983) showed that many local governments reformed
their civil service systems by adopting merit systems, because merit systems had
become widely accepted as the proper form of personnel system for such gov-
ernments. In addition, the federal government applied pressures for the adoption
of merit systems. Meyer and Rowan (1983) argued that organizations such as
schools often adopt structures on the basis of “myth and ceremony.” They do
things according to prevailing beliefs and not because the practices are clearly the
means to efficiency or effectiveness. DiMaggio and Powell (1983) showed that or-
ganizations in the same field come to look like one another as a result of shared
ideas about how that type of organization should look. Dobbin and his colleagues
(1988) found that public organizations have more provisions for due process, such
as affirmative action programs, than do private organizations. These studies have
obvious relevance for public organizations. Pfeffer (1982) suggested that this ap-
proach is particularly applicable to the public sector, where performance criteria
are often less clear. There, beliefs about proper procedures may substitute more
readily for firmly validated procedures linked to clear outcomes and objectives.
Public and nonprofit managers encounter many instances where new procedures
or schemes, such as a new budgeting technique, become widely implemented as
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the latest, best approach—whether or not anyone can prove that it is. In addition,
some of the research mentioned earlier shows how external institutions such as
government impose structures and procedures on organizations. Some of these
theorists disagreed among themselves over these different views of institutional-
1zation—whether it results from the spread of beliefs and myths or from the in-
fluence of external institutions such as government (Scott, 1987).

Partly to resolve such divergence in concepts of institutionalism, researchers
drew distinctions between types of institutionalization processes that lead to in-
stitutional zsomorphism, a wonderfully tortured bit of jargon that refers to organi-
zations and other institutions becoming similar or identical to each other in form
(Dimaggio and Powell, 1983; Scott, 2003, p. 134—-141). This institutionalization
of similar forms can come from coercive isomorphism, in which they have to comply
with similar laws and regulations. Normative isomorphism comes from compliance
with professional and moral norms such as those imposed through accreditation
or certification processes by professional associations. Mumetic isomorphism occurs
when organizations and other entities imitate each other, based on a prevailing
orthodoxy or culturally supported beliefs about the proper structures and proce-
dures. I'rumkin and Galaskiewicz (2003) used the data from the National Orga-
nizations Survey, a nationally represented sample of organizations, to examine
whether public, private, and nonprofit organizations tended to differ in the inci-
dence of these types of institutionalization processes. They found that coercive,
normative, and mimetic effects were stronger for government establishments than
for business establishments.

These developments show how elaborate and diverse the work on organiza-
tional environments has become, and each one provides insights. In fact, scholars
are currently arguing more and more frequently that there is a need to bring these
models together rather than argue about which 1s the best one (Aldrich, 1999;
Hall, 2002, p. 314). Obviously they all deal with processes that influence organi-

zations in some combination, and all are true to some degree.

The Political and Institutional
Environments of Public Organizations

The work on organizational environments provides a number of insights, many
of them applicable to public organizations. The preceding review of the litera-
ture on organizational environments also shows, however, why people interested
in public organizations call for more complete attention to public sector envi-
ronments. The contingency-theory researchers express environmental dimensions
very generally. They pay little attention to whether government ownership makes
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a difference or whether it matters if an organization sells its outputs in economic
markets. They depict organizations, usually business firms, as autonomously adapt-
ing to environmental contingencies. Political scientists, however, have for a long
time regarded as obvious that external political authorities often directly mandate
the structures of public agencies, regardless of environmental uncertainty (War-
wick, 1975; Pitt and Smith, 1981). The most current perspectives on organizational
environments bring government into the picture, but they also express their con-
cepts very generally, subsuming governmental influences under broader concepts.

Major Components and Dimensions

Public executives commenting on public management and political scientists and
economists writing about public organizations typically depict organizational en-
vironments in ways similar to the conceptual framework shown in Exhibit 4.3.
(Brudney, Hebert, and Wright, 1999; Downs, 1967; Dunn, 1997; Dunn and Legge,
2002; Meier, 2000; Hood and Dunsire, 1981; Lynn, Heinrich, and Hill, 2000; Pitt
and Smith, 1981; Stillman, 1996; Wamsley and Zald, 1973; Warwick, 1975;
Wilson, 1989). One also needs to recognize that the environmental pressures on
public organizations, as with all organizations, are becoming more global in na-
ture (Welch and Wong, 2001a, 2001b). The rest of this chapter discusses the top
part of the table, concerned with general values and institutions. The next chap-
ter covers the bottom portion, dealing with institutions, entities, and actors.

General Institutions and Values of the Political Economy

Chapter Two defined public agencies as organizations owned and funded by gov-
ernment. They operate under political authority and without economic markets
for their outputs. The political system of the nation and its traditions, institutions,
and values heavily influence the exercise of this political authority. The U.S. Con-
stitution formally states some of these values and establishes some of the na-
tion’s primary public institutions and rules of governance. Legislation and court
cases have further defined and applied them. Rosenbloom and O’Leary (1997)
observed that the personnel systems in government are “law-bound.” That ob-
servation applies to many other aspects of management and organization in gov-
ernment agencies as well.

Other values and rules receive less formal codification but still have great in-
fluence. For example, Americans have traditionally demanded that government
agencies operate with businesslike standards of efficiency, although the Consti-
tution nowhere explicitly expresses this criterion (Waldo, [1947] 1984). Relatedly,
the nation maintains a free-enterprise system that affords considerable autonomy
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EXHIBIT 4.3. MAJOR ENVIRONMENTAL COMPONENTS
FOR PUBLIC ORGANIZATIONS.

General Values and Institutions of the Political Economy

Political and economic traditions
Constitutional provisions and their legislative and judicial development
Due process
Equal protection of the laws
Democratic elections and representation (republican form)
Federal system
Separation of powers
Free-enterprise system (economic markets relatively free of government controls)

Values and performance criteria for government organizations

Competence
Efficiency
Effectiveness
Timeliness
Reliability
Reasonableness
Responsiveness
Accountability, legality, responsiveness to rule of law and governmental authorities,
responsiveness to public demands
Adherence to ethical standards
Fairness, equal treatment, impartiality
Openness to external scrutiny and criticism

Institutions, Entities, and Actors with Political Authority and Influence

Chief executives
Executive staff and staff offices
Legislatures
Legislative committees
Individual legislators
Legislative staff
Courts
Other government agencies
Oversight and management agencies (GAO, OMB, OPM, GSA)
Competitors
Allies
Agencies or governmental units with joint programs
Other levels of government
“Higher” and “lower” levels
Intergovernmental agreements and districts
Interest groups
Client groups
Constituency groups
Professional associations
Policy subsystems
Issue networks
Interorganizational policy networks
Implementation structure
News media
General public opinion
Individual citizens with requests for services, complaints, and other contacts
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to businesses and considerable respect for business values (Waldo, [1947] 1984;
Lindblom, 1977). These values are not clearly and specifically codified in the Con-
stitution. According to MacDonald (1987), the Constitution actually lacks some
of the provisions necessary for a free-enterprise system, in part because some of
the framers considered certain economic activities, such as trading debt instru-
ments, to be immoral. Full development of the necessary governmental basis for
a free-enterprise system required the actions of Alexander Hamilton, the first sec-
retary of the treasury. Among other steps, he established provisions for the use
of government debt as a source of capital for corporations. MacDonald, a con-
servative, would almost certainly disavow the conclusion that the private enter-
prise system in the United States was largely created through the efforts of a
government bureaucrat, using government funding. More generally, however, these
examples illustrate the existence, through formally codified instruments and less
formally codified conditions, of general values and institutional arrangements that
shape the operation of public authority.

These general values and institutional arrangements in turn influence the val-
ues, constraints, and performance criteria of public organizations. They sound
abstract, but they link directly to practical challenges and responsibilities for pub-
lic organizations and managers.

Constitutional Provisions

The Constitution places limits on the government and guarantees certain rights
to citizens. These include provisions for freedom of expression and the press, equal
protection under the law, and protections against the denial of life, liberty, or prop-
erty without due process of law. The provisions for freedom of association and ex-
pression and freedom of the press empower media representatives, political parties,
and interest groups to assess, criticize, and seek to influence the performance of
government agencies, in ways discussed in the next chapter.

Such provisions as those for equal protection and due process also have major
mmplications for the operations of public organizations. The equal protection pro-
visions, for example, provided some of the underlying principles and precedents
for affirmative action requirements. The requirement for legal due process requires
administrative due process as well and acts as one major form of control over pub-
lic bureaucracies and bureaucrats (West, 1995, chap. 2). Agencies are often re-
quired to give notice of certain actions and to adhere to disclosure rules, to hold
open hearings about their decisions, and to establish procedures for appealing
agency decisions. For example, the Administrative Procedures Act requires fed-
eral agencies to adhere to certain procedures in rule making (and other legislation
has established similar requirements at other levels of government). When the De-
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partment of Education makes rules about student loans or the SSA makes rules
about claims for coverage under its disability programs, the agencies have to ad-
here to such rule-making procedures. If the SSA denies or revokes an appli-
cant’s disability coverage, the applicant has the right to adjudication procedures,
which may involve a hearing conducted by an administrative law judge. These re-
quirements strongly influence the agency’s management of disability cases and
the work of individual caseworkers. Generally, the requirement for all the appeals
and hearings conflicts with the agency’s goal of minimizing costs and maximiz-
ing efficiency of operations. More subtly, it raises complex issues about how effi-
ciency relates to the fair handling of individual cases by individual caseworkers
(Mashaw, 1983). Chapters Eight and Ten show evidence that rules and procedures
for disciplining and firing employees in the public service, based in part on due
process principles, create one of the sharpest differences between public and
private organizations confirmed by research. These examples illustrate how gen-
eral constitutional principles that seem abstract actually translate into a set of im-
mediate challenges in organizational behavior and management.

Democratic elections are another feature of the political system in the United
States and other countries that has direct implications for organization and man-
agement. The electoral process produces regular, or at least frequent, changes in
chief executives, legislative officials, and the political appointees that come and go
with them. These changes in leadership often mean frequent changes in the top-
level leadership of public agencies—every two years for many agencies—and often
bring with them shifts in priorities that mean changes in agencies’ focus and some-
times in their power, their influence, and the resources available for their people
and subunits.

The Constitution also establishes a federal system that allocates authority to
different levels of government in ways that influence the organization and man-
agement of public agencies. State governments require that local governments es-
tablish certain offices and officers, such as sheriffs and judges, thereby specifying
major features of the organizational structure of those governments. State legis-
lation may mandate a formula to be used in setting the salaries of those officials.
Many federal programs operate by granting or channeling funds to states and
localities, often with various specifications about the structure and operations of
the programs at those levels.

A particularly dramatic example of the way societal values and institutions
can influence public organizations comes from the provision in the Constitution
for separation of powers. As indicated in Exhibit 4.3 and discussed shortly, gov-
ernment agencies face various pressures for efficient, effective operations. Sepa-
ration of powers, however, represents a system that is explicitly designed with less
emphasis on efficiency than on constraining the power of government authorities
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(Wilson, 1989). In the Federalist Papers, James Madison discussed the constitutional
provision for dividing power among the branches of government as a way of con-
straining power. He pointed out that a strong central executive authority might be
the most efficient organizational arrangement. But the government of the United
States, he wrote, was instead being purposefully designed to constrain authority
by dividing it among institutions. In one of the great exercises of applied psy-
chology in history, he pointed out that if humans were angels, no such arrange-
ments would be necessary. But because they are not, and because power can
corrupt some people and oppress others, the new government would set ambition
against ambition, dividing authority among the branches of government so that
they would keep one another in check. Lower levels of government in the United
States are designed with similar patterns of divided authority. For the organiza-
tion and management of agencies, these arrangements have dramatic implica-
tions, because they subject the organizations and their managers to multiple
authorities and sources of direction that are in part designed to conflict with one
another. From its inception, the American political system has thus embodied a
dynamic tension among conflicting values, principles, and authorities.

The controversy over whether this system works as intended never ends. Never-
theless, the political authorities and actors representing these broader values and
principles impose on public organizations numerous performance criteria, such as
those listed in Exhibit 4.3. Authors use various terms to express the diversity of these
criteria. Fried (1976), for example, refers to democracy, efficiency, and legality as
the major performance criteria for the public bureaucracy in the United States.
Rosenbloom, Kravchuck, and Rosenbloom (2001) consider law, management, and
politics to be the three dominant sources of administrative criteria. Putnam (1993)
seeks to evaluate the performance of government according to its responsiveness
to its constituents and its efficiency in conducting the public’s business. Exhibit 4.3
uses Meier’s (2000) distinction between competence and responsiveness criteria.

Competence Values

Public organizations operate under pressure to perform competently. Demands
for efficiency come from all corners. Newspapers and television news departments
doggedly pursue indications of wasteful uses of public funds at all levels of gov-
ernment. Political candidates and elected officials attack examples of waste, such
as apparently excessive costs for components of military weaponry. The U.S. Gen-
eral Accounting Office (GAQO), auditors general at the state and local levels, and
other oversight agencies conduct audits of government programs, with an em-
phasis on efficiency. Special commissions, such as the Grace Commission (orga-
nized under the Reagan administration), investigate wasteful or inefficient practices
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in government. Similar commissions have been appointed in many states to ex-
amine state government operations and attack inefficiency. The Clinton admin-
istration’s National Performance Review (described more fully in Chapter
Fourteen) emphasized streamlining federal operations and reduced federal em-
ployment by over 324,000 jobs. Inefficiency in federal operations served as one of
the justifications for its formation.

But efficiency was not necessarily the highest priority in the design of the U.S.
government, as just described. External authorities, the media, interest groups,
and citizens also demand effectiveness, timeliness, reliability, and reasonable-
ness, even though these criteria may conflict with efficiency. Efficiency means pro-
ducing a good or service at the lowest cost possible while maintaining a constant
level of quality. These additional criteria are concerned with whether a function
1s performed well, on time, dependably, and in a logical, sensible way. Govern-
ment often performs services crucial to individuals or to an entire jurisdiction. Peo-
ple want the job done; efficiency is often a secondary concern. Also, in government
the connection between a service and the cost of providing it is often difficult to
see and analyze. Evidence that police, firefighters, emergency medical person-
nel, and the military lack effectiveness or reliability draws sharp responses that
may relegate efficiency to a lesser status. In the aftermath of the September 11 at-
tacks, federal spending for military action in Afghanistan and Iraq, and for home-
land security, increased sharply even though a federal budget surplus turned
into a deficit during this period. Clearly the imperative of security against ter-
rorism outweighed considerations of frugality and efficiency.

Sometimes one element of the political system stresses some of these crite-
ria more vigorously than others (Pitt and Smith, 1981). This can increase conflicts
for public managers, because different authorities emphasize different criteria. For
example, the judiciary often appears to emphasize effectiveness over administra-
tive efficiency because of its responsibility to uphold legal standards and consti-
tutional rights. Judges rule that certain criteria must be met in a timely, effective
way, virtually regardless of cost and efficiency. The courts have ordered that
prisons and jails and affirmative action programs must meet certain standards
by certain dates. They protect the right of clients of public programs to due process
in decisions about whether they can be denied benefits. This increases the burden
on public agencies, forcing them to conduct costly hearings and reviews and to
maintain extensive documentation. The courts in effect leave the agencies to worry
about efficiency and cost considerations. The press and legislators, meanwhile,
criticize agencies for slow procedures and expensive operations.

Casework by members of Congress, state legislators, and city council mem-
bers can also exert pressure for results other than efficiency. (In this context, case-
work means action by an elected official to plead the case of an individual citizen



96

Understanding and Managing Public Organizations

or group who makes a demand of an agency.) A congressional representative or
staff member may call about a constituent’s late social security check. A city coun-
cil member may call a city agency about a complaint from a citizen about garbage
collection services. While these requests can promote effective, reasonable re-
sponses by an agency, responding to sporadic, unpredictable demands of this sort
can tax both the agency’s efficiency and its effectiveness.

Responsiveness Values

The responsiveness criteria in Exhibit 4.3 often conflict sharply with competence
criteria and also with each other. Public managers and organizations remain
accountable to various authorities and interests and to the rule of law in general
(Radin, 2002; Rosen, 1998; West, 1995). They must comply with laws, rules, and
directives issued by government authorities and provide accounts of their compli-
ance as required. Rosen (1998) describes a long list of different mechanisms, pro-
cedures, and institutions for accountability. In addition, Romzek and Dubnick
(1987; Romzek, 2000) point out that public managers and organizations are sub-
ject to different types of accountability that have different sources and that exert
different levels of direct control over administrators. Hierarchical and legal ac-
countability exert high degrees of control. The hierarchical form involves imposi-
tion of rules, procedures, scrutiny, and other controls from within an agency. Legal
accountability, in Romzek and Dubnick’s definitions, involves high levels of con-
trol from external sources, in the form of oversight and monitoring by external au-
thority. Professional and political accountability involve lower degrees of direct
control over individual administrators. Professional accountability involves inter-
nal controls in an organization by allowing considerable discretion to administra-
tors and expecting them to be guided by the norms of their profession. Political
accountability also involves a lot of individual leeway to decide how to respond,
but to external political sources such as legislators or other political stakeholders.
The administrator decides whether or not to respond to an influence attempt by
such a person or group. Obviously these forms of accountability can overlap and
work in combinations, and the relative emphasis they receive can have dramatic
consequences. Romzek and Dubnick attribute a disaster that befell the U.S. space
program, the Challenger explosion, to a shift away from professional account-
ability in NASA to more emphasis on political and hierarchical accountability.
Public organizations and their managers are often expected to remain open
and responsive in various ways. Saltzstein (1992) points out that bureaucratic re-
sponsiveness can be defined in at least two ways, as responsiveness to the public’s
wishes or as responsiveness to the interests of the government, and that much of
the discourse on the topic takes one or the other of these perspectives. These con-
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flicting pressures sometimes coincide with accountability, in the sense of re-
sponding to directives and requests for information from government authorities.
Yet public agencies also receive requests for helpful, reasonable, and flexible re-
sponses to the needs of clients, interest groups, and the general public. Because
they are public organizations, their activities are public business, and citizens and
the media demand relative openness to scrutiny (IBM Endowment for the Busi-
ness of Government, 2002; Wamsley and Zald, 1973). For some programs, the
enabling legislation requires citizen advisory panels or commissions to represent
community groups, interest groups, and citizens. Administrative procedures at dif-
ferent levels of government require public notice of proposed changes in gov-
ernment agencies’ rules and policies, often with provisions for public hearings at
which citizens can attempt to influence the changes. The courts, legislatures,
and legal precedent also require that agencies treat citizens fairly and impartially
by adhering to principles of due process through appeals and hearings. The Free-
dom of Information Act and similar legislation at all levels of government require
public agencies to make records and information available upon request under
certain circumstances. Other legislation mandates the privacy of clients’ records
under certain circumstances.

A related criterion, representativeness, pertains to various ways in which officials
should represent the people, and another means of making government bureau-
cracy responsive to the needs of citizens. Representativeness is a classic issue in gov-
ernment and public administration, with discourse about the topic dating back for
centuries. The topic has taken on even more momentum recently, because of the
rise of such issues as equal employment opportunity, affirmative action, and more
recently, diversity. One view of representativeness holds that identifiable ethnic and
demographic groups should be represented in government roughly in proportion
to their presence in the population. The advisory groups mentioned previously also
reflect representativeness criteria in another sense. One important and currently
lively line of inquiry pursues the distinction between passive representation, which
simply refers to whether members of different groups are present in governmental
entities and agencies, and active representation. Active representation occurs when
the members of a group actually serve as advocates for the group in decisions about
programs and policies. Selden (1997, p. 139; see also Selden, Brudney and Kel-
lough, 1998) reports evidence that where districts of the Farmers Home Admin-
istration have higher percentages of minority supervisors, more rural housing loans
go to minorities. Keiser, Wilkins, Meier, and Holland (2002) point out that passive
representation has been found to lead to active representation for race but not for
gender. They then report evidence of conditions under which passive representa-
tion will lead to active representation for gender in educational contexts. For ex-
ample, in schools with more female administrators, female teachers were associated
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with more educational success for girls. Similarly, Dolan (2000) reports evidence
that female federal executives express attitudes more supportive of women’s issues
when they work in agencies with high percentages of women in leadership posi-
tions. Brudney, Hebert, and Wright (2000) report evidence that among agency
heads in the fifty states, the administrators’ values and perceived organizational
role sets influence their tendency to display active representation. Other re-
searchers are examining representativeness issues at local government levels as
well (Miller, Kerr, and Reid, 1999; Schumann and Fox, 1999). These criteria add
to the complex set of objectives and values that public managers and organiza-
tions must pursue and seek to balance. In federal agencies and many state and
local government organizations, support for diversity is a criterion in the perfor-
mance evaluations of many executives and managers, so representativeness in this
sense joins the list of values and goals they need to pursue.

Later chapters describe additional examples and evidence of how conflicting
values and criteria such as those just discussed influence public organizations and
pose very practical challenges for public managers. External authorities and po-
litical actors intervene in management decisions in pursuit of responsiveness
and accountability, and impose structures and constraints in pursuit of equity,
efficiency, and effectiveness. Sharp conflicts over which values should predomi-
nate—professional effectiveness or political accountability, for example—Ilead to
major transformations of organizational operations and culture (Maynard-Moody,
Stull, and Mitchell, 1986; Romzek, 2000). Before examining these effects on major
dimensions of organization and management, however, Chapter Five considers
in more depth the elements in the lower portion of Exhibit 4.3, the institutions,
entities, and actors that seek to impose these values and criteria, and their ex-
changes of influence with public organizations.
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CHAPTER FIVE

THE IMPACT OF POLITICAL
POWER AND PUBLIC POLICY

F or a research project on public organizations, a college professor interviewed
the Secretary of the Florida Department of Community Affairs (DCA). DCA
manages programs for management of emergencies (such as hurricanes), housing
and community development, planning for growth, and ecological protection that
often include grants for which localities can apply. DCA thus has a great influence
on the constituencies of many political officials and, as one might expect, gets a
lot of attention from those officials. During the interview, the DCA secretary’s ad-
ministrative assistant came in and handed her a note. The secretary told the in-
terviewer that even though she had agreed to take no phone calls during the
interview, she would have to interrupt the interview to return a phone call. She
showed the interviewer the note. It was a message from one of the most powerful
state senators. It said, “This is my SECOND phone call to you and you have not
returned my call.” The administrative assistant explained that the senator had told
her to write the note that way, to put second in all capitals and underline it. The di-
rector felt that she had better return the call right away. Government executives
often have to be very responsive to elected officials.

Chapter Two defined public organizations as those the government owns and
funds and therefore has authority to direct and control. Chapter Four reviewed
organization theorists’ ideas about the crucial relationship between organizations,
including public organizations, and their environments. It also argued that pub-
lic organizations’ environments impose a relatively distinctive set of values and
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criteria on them, through direction and influence by government institutions and
entities (see the bottom half of Exhibit 4.3). This chapter provides a brief, sum-
mary description of the sources of authority and influence—the power—of these
entities over public organizations.

A complex literature analyzes these topics, but it is impossible to cover this lit-
erature fully in a brief chapter. Nevertheless, for the analysis of public organiza-
tions we need to cover insights gained from studies of public bureaucracy in order
to integrate them with the topics in general management and organization the-
ory covered in later chapters. In addition, public managers need to understand
and deal with the political entities discussed here. So, it is important to highlight
some of the key points and issues.

Power and influence relationships are seldom simple, unidirectional, or en-
tirely clear. Analyses of public organizations certainly illustrate these complexi-
ties. Wood and Waterman (1994, pp. 18-22) point out that for years scholars
analyzing public bureaucracies often characterized them as being out of the con-
trol of their political masters. Some scholars have depicted regulatory agencies as
“captured” by the interests they were supposed to regulate. Others have concluded
that “iron triangles,” or tight alliances of agencies, interest groups, and congres-
sional committees, dominate agency policies and activities and close out other au-
thorities and actors. These accounts describe bureaucracies as operating relatively
independently of presidents, courts, and legislative bodies (except for special com-
mittees with which they might be allied).

A peculiar popular myth about public bureaucracies sees them as existing ei-
ther for no reason and against everyone’s better judgment or only for the selfish
interests of the bureaucrats. In fact, a public agency that no one wants or that only
the bureaucrats want is the easiest target for elimination. Still, such popular views
persist, and they correspond to very important political developments. Recent U.S.
presidents, governors, and mayors have launched efforts to control bureaucracies,
seeking to wrest from them their allegedly excessive power or to streamline and
reduce them (Arnold, 1995; Durant, 1992; Pfiffner and Brook, 2000; U.S. Office
of Management and Budget, 2002; Walters, 2002; West, 2002).

Writers on public management often emphasize an opposing view, however.
As mentioned in Chapter One, some experts on public management worry that
elaborate constraints on public managers deprive them of authority to carry out
their jobs and frustrate them professionally (National Academy of Public Ad-
ministration, 1986). Thus the discussion on bureaucratic power has fallen into two
conflicting camps, one in which bureaus and bureaucrats are seen as independent
and influential and one in which they are regarded as impotent (Kingdon, 1995;
Wood and Waterman, 1994).



The Impact of Political Power and Public Policy 101

Recently, evidence has mounted that both of these views have some merit,
that bureaucratic power can more accurately be described as a dynamic mixture
of both of these conditions. Researchers and government executives report nu-
merous cases in which federal agencies have shown marked responsiveness to
the authority of the president, the Congress, and the courts (Golden, 2000; IBM
Endowment for the Business of Government, 2002; Rubin, 1985; Wood and
Waterman, 1994); conversely, Wood and Waterman (1994) also show evidence of
“bottom-up” processes in which federal agencies initiate policy relatively inde-
pendently. Similarly, recent studies of public management and leadership provide
accounts of proactive behaviors by leaders of public agencies (Behn, 1994; Doig
and Hargrove, 1987; Hargrove and Glidewell, 1990; Riccucci, 1995). Dunn (1997)
describes respectful relations between government executives and their political
superiors, and Dunn and Legge (2002) find that many local government managers
espouse a partnership model for their relations with elected officials. The rela-
tive power of public organizations, their leaders, and the governmental institu-
tions to which they are formally accountable is dynamic and depends on various
conditions such as the salience of a particular issue, agency structure, agency ex-
pertise, public attitudes and support, and other factors. This chapter reviews many
of the formal powers of the external actors that influence public organizations,
and as many of these dynamic factors as possible, because of their essential role
in the fundamental organizational process of gaining financial resources, grants
of authority, and other resources from the environment. (Exhibit 5.1 summa-
rizes many of these formal powers and other bases of influence.) As Norton Long
(1949, p. 257) declared in a classic essay, “the lifeblood of administration is power.”

Public Organizations and the Public

Public organizations need support from what political scientists call mass publics, or
broad, diffuse populations, and especially from attentive publics—more organized
groups that are interested in specific agencies.

Public Opinion and Mass Publics

General public opinion influences the management of public organizations more
than much of the management literature acknowledges. Two types of mass opin-
ion figure importantly: attitudes toward government in general and attitudes
toward particular policies and agencies. Chapter One described the antigovern-
ment trend of the last several decades and how elected officials responded with
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EXHIBIT 5.1. SOURCES OF POLITICAL AUTHORITY
AND INFLUENCE OF INSTITUTIONS, ENTITIES, AND
ACTORS IN THE POLITICAL SYSTEM.

Chief Executives
Appointment of agency heads and other officials
Executive staff and staff offices (for example, budget office)
Initiating legislation and policy directions
Vetoing legislation
Executive orders and directives

Legislative Bodies
Power of the purse: final approval of the budget
Authorizing legislation for agency formation and operations
Approval of executive appointments of officials
Oversight activities: hearings, investigations
Authority of legislative committees
Initiating legislation

Courts
Review of agency decisions
Authority to render decisions that strongly influence agency operations
Direct orders to agencies

Government Agencies
Oversight and management authority (GAO, OMB, OPM, GSA)
Competitors
Allies
Agencies or government units with joint programs

Other Levels of Government
“Higher” and “lower” levels
Intergovernmental agreements and districts

Interest Groups
Client groups
Constituency groups
Professional associations

Policy Subsystems and Policy Communities
Issue networks
Interorganizational policy networks

News Media
Constitutional protections of freedom of the press
Open meetings laws, Sunshine laws

General Public Opinion
Providing (or refusing to provide) popular support

Individual Citizens
Requests for services, complaints, other contacts
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efforts to reform government bureaucracies. As noted in Chapter One, when Pres-
ident Carter reformed the civil service system, changing pay and disciplinary pro-
cedures and provisions for appointing senior executives, he promoted the reform
as a means of motivating federal workers and making it easier to fire lazy ones.
President Reagan more aggressively attacked the federal bureaucracy, cutting
agency budgets and staffing, and sought to diminish the authority of career fed-
eral administrators (Aberbach and Rockman, 2000; Durant, 1992; Golden, 2000;
Rubin, 1985). Morale in the federal service suffered. Surveys revealed that many
career civil servants intended to leave the service and would discourage their chil-
dren from pursuing a career in federal service (Volcker Commission, 1989). As
part of the National Performance Review, the Clinton administration cut about
324,000 federal jobs between 1993 and 2000. The George W. Bush administra-
tion issued the President’s Management Agenda, which called for improved manage-
ment due to severe deficiencies in management in federal agencies. Both of these
recent initiatives seemed clearly to be designed in part to show the public that the
president would reform the inefficient federal bureaucracy. The general climate
of unfavorable public opinion about the public bureaucracy thus had significant
effects on the morale and work behaviors of government employees, the structure
of the federal government, and the functioning of major federal agencies.

A sharp public outcry in 1989 against a proposed pay raise for members of
Congress, federal judges, and federal executives provided another good example
of the effects of general public opinion on government employees and organiza-
tions. In opinion polls, more than 80 percent of the public opposed the increase.
Ralph Nader and the National Taxpayers’ Union fought the raise aggressively, ex-
horting voters to write to and call their representatives to object to it. Congress
overwhelmingly voted down the raise. After its defeat, stories in the New York Times
and elsewhere reported bitter reactions by federal managers, including many who
would not even have been in positions to receive the raise. They expressed sharp
disappointment over the symbolic rejection of their value to the society.

In state and local governments across this country and in other nations, un-
favorable public attitudes about government have provided some of the support
for various reforms (Peters and Savoie, 1994). Some reforms have targeted gov-
ernment pay systems, seeking changes that would tie a government employee’s
pay more closely to his or her performance. The reforms have been justified as a
way to remedy allegedly weak motivation and performance on the part of pub-
lic employees (Ingraham, 1993; Kellough and Lu, 1993; Gabris, 1987). In Georgia
and Florida, for example, the governors proposed during the 1990s that merit sys-
tem protections for state employees be abolished, in part so it would be easier to
fire them and to tie their pay more closely to their performance (West, 2002; Kel-
lough and Nigro, 2002). Walters (2002) points out that Governor Miller in Georgia
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promoted the reforms to the public in the same way Jimmy Carter had argued for
similar reforms during his presidency—by connecting them to the stereotype of
the inefficient bureaucrats who could not be fired. These sorts of reforms have
been undertaken in various nations, and have been particularly prevalent in
English-speaking countries in recent decades (Kettl, 2002; Peters and Savoie, 1994;
Pollitt and Bouckaert, 2000). They reflect the decline in general public support for
government spending and programs.

Ambivalence and Paradoxes in Public Opinion

As the surge in patriotic sentiment and praise for the New York City firefighters
and police after September 11 showed, public attitudes about government exhibit
marked ambivalence and this ambivalence influences public managers and their
agencies (Lipset and Schneider, 1987; Whorton and Worthley, 1981). Surveys have
often found that respondents say they would like lower taxes but do not want pub-
lic spending reduced for most types of services (Ladd, 1983; Beck, Rainey, and
Traut, 1990). Surveys have also found that when respondents are asked how
they feel about federal agencies in general, they give unfavorable responses. When
asked, however, for a specific evaluation of how they were treated by a particu-
lar agency in a specific instance, they give much more favorable responses (Katz,
Gutek, Kahn, and Barton, 1975).

Ambivalent public attitudes contribute to the challenges of public manage-
ment. In the absence of economic markets as mechanisms for measuring need
and performance, public officials and public organizations often struggle with dif-
ficult questions about what the public wants. In recent decades, elected officials
have often responded with reforms and decisions that directly influence structures,
behavior, and management in public organizations. Nations cycle in and out of
periods of antigovernment sentiment (Hirschman, 1982). At the time of this writ-
ing, it remains to be seen whether the events of September 11 and its aftermath
will change the climate in the United States. Nevertheless, these examples illus-
trate the influence on public management of general public sentiment.

Public Opinion and Agencies, Policies, and Officials

The general level of public support for a particular agency’s programs affects
the agency’s ability to maintain a base of political support. Certain agencies hold
a more central place than others in the country’s values (Meier, 2000; Wamsley
and Zald, 1973), and the public regards their work as more crucial. The Depart-
ment of Defense, police departments, and fire departments typically retain strong
general public support because of the importance people attach to national de-
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fense and personal security. Some social programs, such as those perceived to in-
volve welfare payments to the poor, receive weaker support in public opinion polls.

Hargrove and Glidewell (1990) have proposed a classification of public agen-
cies and managerial jobs that places a heavy emphasis on public opinion. They
classify public management jobs on the basis of how the public perceives the
agency’s clientele (for example, public sentiment toward prisoners and welfare de-
pendents is usually negative), the level of respect the public has for the professional
authority of the agency and its head (for example, a scientific or medical profes-
sional basis usually gets more respect), and its general level of support for the mis-
sion and purpose of the agency. This chapter returns to such factors later when
discussing the sources of authority for public agencies and managers.

Media Power: Obvious and Mysterious

The importance of public opinion bolsters the power of the news media. Con-
gressional committees or state legislative committees summon agency executives
before them to explain the events surrounding an embarrassing news story about
an agency. Whistle-blowers who go public with news about agency misconduct or
incompetence have often received such harsh treatment that the federal govern-
ment has made special provisions to protect them (Rosen, 1998). Bad press can
sledgehammer an agency or an official, damaging budgets, programs, and careers.
A survey of persons who served as high-level executives in various presidential ad-
ministrations found that the vast majority of them regarded media coverage as
having a significant impact on public policy. Most of them had tried to get media
coverage for their agency, and three quarters of them reported spending at least
five hours a week on matters pertaining to the press and media coverage (Graber,
2003, p. 245).

Close media scrutiny of government plays an indispensable role in gover-
nance. The news media also report aggressively on scandals in private business,
yet they appear to place more emphasis on scrutiny of government. Government
1s often more accessible, and it 1s more appropriate to watch it carefully, because
government spends the taxpayers’ money. In cities around the country, local news
reporters regularly chase down stories about governmental waste or abuse. For ex-
ample, in some cities they have searched the parking lots of bars and restaurants
during normal working hours to take pictures of the license tags of any govern-
ment vehicles parked there. In one city a television station carried stories about
the high costs of the furniture in the office of one of the county commissioners.
Major television networks have news segments and special series that regularly
broadcast allegations of government waste.
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News reporters usually take a strong adversarial stance. They want to avoid
seeming naive or co-opted. They need to focus on serious problems and generate
an audience by reporting on controversial issues. The Volcker Commission (1989)
report describes how Carter administration officials had trouble attracting inter-
est in their proposals for civil service reforms until they developed a twenty-six-
foot chart illustrating the tortuous steps it took to fire a bad federal employee. The
news media immediately focused on this issue and provided more coverage. This
attention apparently led the president to emphasize the negative, punitive aspects
of the reforms in trying to build support for them. Thus, media coverage influ-
enced the tenor of reforms that shaped the personnel practices of the federal gov-
ernment and influenced the morale of employees throughout the public sector.

If anything, news coverage of government appears to be increasingly nega-
tive. Patterson (2001) carefully documents that since 1960 news coverage has be-
come much less descriptive (reporters no longer present only the facts) and much
more interpretive of developments. During the same period, coverage of candi-
dates during presidential elections has become much more negative.

Instances in which unfavorable press coverage damages a person, program,
or agency make concern about media coverage part of the lore of government
(Linsky, 1986). Officials and experts from Washington speak of managing in a
“goldfish bowl” (Allison, 1983; Cohen and Eimicke, 1995; IBM Endowment for
the Business of Government, 2002), with media attention playing a stronger role
in government than it does in business management (Blumenthal, 1983). For years
observers have worried that some federal executives devote more time to creating
a splash in the media than to performing well as managers (Lynn, 1981). Many
public employees appear to feel that they will not get into much trouble for poor
performance but will get into a lot of trouble for creating bad publicity (Lynn,
1981; Warwick, 1975; Downs, 1967). City and county officials will pack an audi-
torium to listen to consultants speak on how to handle media relations, and they
regularly complain about unfair media coverage.

This apparent power of the media has mysterious qualities. The potential
damage from bad coverage is often unclear. Ronald Reagan earned a reputation
as the “Teflon president” by maintaining popularity in spite of sharp criticism in
the media. As an additional irony, much of the worry over press coverage amounts
to worrying over an entity in which the general public expresses little confidence.
Public opinion polls find that public confidence in journalists and the news media
1s lower than public confidence in many other institutions and has been declining
in recent decades (Patterson, 2001). For a long time, many experts argued that the
media exercise little influence over public voting patterns and attitudes about spe-
cific issues. Some experts on the news media now argue that the media exert a
powerful influence on public attitudes, but in a diffuse way. Media coverage de-
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velops a climate that pervades the informational environment, and this in turn in-
fluences public opinion (Murray, Schwartz, and Lichter, 2001; Lichter, Rothman,
and Lichter, 1986). In addition, some experts conclude that journalists develop a
shared view of what constitutes news, and this leads to a version of the news
that is generally shared by the different news organizations (Patterson, 2001).

Media attention also varies. Some agencies regularly get more media atten-
tion than others. Hood and Dunsire (1981) found that the foreign affairs office and
the treasury get particularly high levels of press coverage in Britain, while other
central government departments get relatively little attention. The media often se-
riously neglect administrative issues. Yet public officials also know that media at-
tention can shift unpredictably. In one large state, where the department of
administration ordinarily received little public attention, the director decided to
change the set of private health insurance plans from which the state’s employees
chose their coverage. Many employees disliked the new set of plans. An outburst
of complaints from state employees caused a sudden wave of coverage in the news-
papers and television news around the state. A legislative committee soon called
the director before special hearings about the changes.

Officials at higher levels and in political centers (capitals and large cities) often
pay a great deal of attention to media strategies. Many city governments issue
newsletters, televise city council meetings, and use other methods of public com-
munication. Some federal and state agencies invest heavily in issuing public in-
formation. Even so, many public managers resist suggestions that they should
devote time to media relations, regarding themselves as professionals rather than
as “politicians.” More active approaches, however, usually prove to be the most
effective (Graber, 2003). Various experts have offered advice on how to deal with
the media. Exhibit 5.2 summarizes typical recommendations.

Interest Groups, Clients, and Constituencies

The support of organized groups also determines the political well-being of pub-
lic agencies. The role of organized interests in American politics generates con-
tinuing controversy. Special-interest politics poses the danger that the system will
become (or has already become) too fragmented into self-interested groups, mak-
ing it resistant to central coordination and hence unmanageable (Lowi, 1979).
Ciritics say that the system favors richer, more powerful groups over the disadvan-
taged and allows private interests to control major domains of public policy. In-
fluence peddling abounds in this system and creates ethical dilemmas for many
public managers. Some face temptations, for example, to go easy on industries that
they regulate in order to enhance their chance of acquiring a lucrative job in them.
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EXHIBIT 5.2. GUIDELINES FOR MANAGING
RELATIONS WITH THE NEWS MEDIA.

Experts on managing relations between government agencies and the news media propose
such guidelines as the following:

Understand the perspective of the media—their skepticism, their need for information and
interesting stories, their time pressures.

Organize media relations carefully—spend time and resources on them and link them with
agency operations.

Get out readable press releases providing good news about the agency; be patient if the
media respond slowly.

Respond to bad news and embarrassing incidents rapidly, with clear statements of the
agency'’s side of the story.

Seek corrections of inaccurate reporting.

Use the media to help boost the agency’s image, to implement programs, and to commu-
nicate with employees.

To carry all this off effectively, make sure that the agency performs well, and be honest.

The Community Relations Office of the City of Claremont, California, published the following
guidelines for managing relations with reporters:

Prepare an agenda on each subject the media may be interested in. Include a list of three to
five points you want to “sell” the reporter.

Write or verbally deliver “quotable quotes” of ten words or less.

Listen carefully to the question. The reporter may have made incorrect assumptions, and you
will need to give clearer background information before answering the question.

Avoid an argument with the reporter.

If interrupted in midthought, proceed with your original answer before answering the new
question.

Challenge any effort to put words into your mouth.

Don't just answer the question; use the question as a springboard to “sel
If you do not know the answer, say so. Do not speculate.

If you cannot divulge information, state why in a matter-of-fact way.

Be positive, not defensive.

Always tell the truth.

|II

your agenda.

Source: First half adapted from Cohen and Eimicke, 1995; Chase and Reveal, 1983; and Garnett, 1992. Sec-
ond half adapted from Larkin, 1992.

Yet public managers also recognize that interest-group activities are not all
bad. They play an important role in the current system and provide government
with important information. Legislation requires that public managers consult
with interested groups and their representatives. Often these groups voice rea-
sonable demands—help our industry so we do not have to lay people off, help us
with the economic development of your jurisdiction, help defend the country with
this new weapons system, support education, aid the disadvantaged. Sometimes
demands from different groups are reasonable but sharply conflicting,
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Given the importance of these groups, many public managers have to culti-
vate their support. More generally, many authors have pointed out that because
public agencies need political support for their funding and for authorization to
act, their leaders have to nurture political constituencies (Chase and Reveal, 1983;
Doig and Hargrove, 1987; Graber, 2003; Hargrove and Glidewell, 1990; Meier,
2000; Radin, 2002; Rourke, 1984; Wildavsky, 1988;). Strong support from con-
stituencies helps an agency defend itself against budget cuts or even secure bud-
get increases from legislative bodies. It can also help agencies defend themselves
against unwanted directives from legislators and chief executives. Constituent
groups can promote an agency in ways that it cannot properly pursue itself. In-
terest groups can block an agency’s actions, sometimes popping up unexpect-
edly as a manager tries to act.

What kind of group support bolsters an agency? Apparently, the most effec-
tive support comes from well-organized, cohesive groups that are strongly com-
mitted to the agency and its programs. Conversely, capture of an agency by a
constituency can damage the agency and bias it toward the self-interested prior-
ities of that group (Rourke, 1984; Wilson, 1989). Critics have accused some reg-
ulatory agencies of being captives of the industries or professions they supposedly
regulate, and they complain that other agencies are captured by the clientele who
receive their services (allegedly, the Forest Service has been captured by timber in-
terests and the Bureau of Mines by mining interests). Agencies appear to have the
most flexibility when they have the support of multiple groups; they can then sat-
1sfy some groups, if not all, and even have them confront one another about their
conflicting demands (Chase and Reveal, 1983; Meier, 2000; Rourke, 1984).

Studies over the last two decades have reported that managers in state and local
government agencies often see interest-group involvement with their agency as ben-
eficial and appropriate. State and local agency managers regard interest groups
as having less influence on the operations of their agency than the chief execu-
tive (the governor or mayor) or the legislature. When groups do exert influence,
they often provide useful information about policy issues and group positions (Abney
and Lauth, 1986; Brudney and Hebert, 1987; Elling, 1983). Abney and Lauth
(1986) found additional evidence that agency managers at the urban level see
interest-group involvement as appropriate when it focuses directly on the agency
and mappropriate when it is channeled through the city council or the mayor. The
managers may be too forgiving of interest-group influences, but the findings also
suggest a more positive or at least necessary side of interest groups. Experienced
public managers see maintaining relations with these groups as a necessary part of
their work, often frustrating but also challenging and sometimes helpful. Public
managers have to be accessible to such groups, seriously attentive to what they have

to say, patient and self-controlled when the groups are harshly critical, and honest
(Chase and Reveal, 1983; Cohen and Eimicke, 1995).
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Legislative Bodies

Congress, state legislatures, city councils, and county commissions exercise as much
formal, legal authority over public organizations as does any other entity. For-
mal authority always operates in a political context, which may weaken it or bol-
ster it in practical terms.

Formal Authority

Legislative bodies have substantial formal powers, including authority to control
agency budgets, to pass legislation that authorizes and directs agency actions, and
to oversee agency activities through hearings, investigations, and other means.

Power of the Purse. Legislative bodies provide the money needed to operate
public agencies. They exercise the final power of approval over budget allocations
to agencies. They can fund new initiatives or cut and curtail agency activities
aggressively.

Legislation. Government agencies are usually born through legislation, especially
at the federal and state levels. (At local levels, the agencies of a city government
are often required under state guidelines.) Such legislation states the basic missions
and duties of the agencies and authorizes their activities. Additional legislation
can give an agency new duties. Its policies and programs can be extended, given
to some other agency, reformed, or abolished.

Some scholars observe that legislation often transmits vague, idealized di-
rectives to agencies. For example, legislation directs various regulatory agencies to
promote “just” and “reasonable” practices in the public interest and for the com-
mon welfare (Woll, 1977). According to Lowi’s (1979) prominent argument, these
broad grants of authority give the agencies considerable discretion, and hinder
central, purposeful control of the agencies and the public policy process. Diftuse
directives also add to the influences that impose vague, multiple, often conflicting
goals on government agencies.

Conversely, legislatures sometimes do the opposite, delving into the precise
details of agency management and procedures and engaging in micromanage-
ment. They sometimes reform the general structure of the executive branch, com-
bining certain departments and splitting others apart. They sometimes dictate the
organizational structure of major agencies, including what subunits they estab-
lish. They produce legislation governing the details of personnel procedures for
the agencies within their jurisdiction or precisely dictate other administrative pro-
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cedures. For example, state legislatures sometimes include in legislation detailed
specifications about the types of computer records a state regulatory agency must
maintain. The U.S. Internal Revenue Service Restructuring and Reform Act of
1998 (RRA98) specified many of the main features of the agency’s structure
and procedures, such as its new operating divisions, flexibilities in personnel ad-
ministration, and sanctions for specific forms of misconduct by IRS employees.
This example, however, actually illustrates a complex interplay between the leg-
islative and administrative branches that may create the appearance of legislative
direction when in fact the agency is the source of some of the ideas. In actuality,
many of the provisions of RRA98, such as the agency’s new structure and its pro-
visions for personnel administration, were proposed by task forces and execu-
tives in the agency, and then written into the legislation.

Oversight. Legislative bodies regularly conduct hearings, audits, and investiga-
tions into agency activities (Rosen, 1998). Hearings are a normal part of the ap-
propriations process and of the process of developing legislation. Investigatory
and oversight agencies are established under the authority of the legislative branch
to carry out inquiries into agency activities and performance. The General Ac-
counting Office at the federal level and auditors general or similar offices in the
states conduct audits to support legislative oversight.

Congressional oversight at the federal level has intensified in recent decades
and has increasingly focused on administrative processes, apparently in response
to presidents’ efforts to control the bureaucracy (West, 1995). Wood and Water-
man (1994) report evidence that congressional oversight can significantly influ-
ence the outputs and actions of federal agencies. They show, for example, that it
led to a sharp increase in enforcement actions by the Environmental Protection
Agency’s hazardous waste compliance division during one period in the 1980s.

Committees. Particular legislative committees oversee particular agencies, con-
ducting hearings about them, examining their operations, and developing legis-
lation pertaining to them. Names of some committees correspond almost exactly
to the names of major federal and state agencies. City councils often have a com-
mittee structure as well, with committees corresponding to the major departments
and functions of the city government. Harold Seidman, one of the leading ex-
perts on federal administrative reforms, argues that if one wants to reform the fed-
eral bureaucracy, one must first reform Congress. Congressional committees
jealously guard their authority over agencies (Seidman and Gilmour, 1986). An
appropriations committee chair once objected to extending the president’s power
to veto legislation, saying, “We don’t want the agencies taking orders from the pres-
ident. We want them to take orders from us” (Miller, 1990).
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Informal Influence

Legislative influences can be relatively informal as well, rather than codified into
law. For example, legislators call administrators on the phone to press them for in-
formation or to ask for certain actions. State and federal administrators trying to
relocate their agencies’ offices or facilities to save money or to reorganize their op-
erations frequently hear from outraged legislators whose districts will lose facili-
ties and jobs. During the 1960s, the U.S. Department of Labor sought to better
organize diverse work-training programs run by various bureaus by bringing them
under the authority of a newly created Manpower Administration. In committee
hearings, powerful members of Congress told the head of this new agency that
he should leave the Bureau of Apprenticeship and Trades (BAT) alone and not
bring it into the new structure (Ruttenberg and Gutchess, 1970). Labor unions
wanted to maintain a strong influence on BAT and had lobbied members of Con-
gress to oppose moving BAT into the new structure. Similarly, legislators press for
the hiring or against the firing of political friends and allies in agencies (Warwick,
1975). None of these actions is necessarily formally authorized, and some are quite
improper. They illustrate an additional dimension of legislative influence on the
bureaucracy and show why legislators strive to defend their alliances and influ-
ences with the bureaucracy.

Limits on Legislative Power

Some experts insist that, even armed with all these powers, legislative bodies exert
little real control over administrative agencies (Woll, 1977). The agencies are spe-
cialized and staffed with experts who know much more about their functions than
do legislators and their staffs. Legislators often have little incentive to be aggres-
sive in supervising agency performance (Meier, 2000; Ripley and Franklin, 1984).
Such “good government” activities offer little political advantage, because con-
stituents often cannot see the results. In addition, tough oversight of agencies could
jeopardize relationships with them, removing them as potential sources of favors
for constituents. Agencies also have independent sources of support from interest
groups and from parts of the legislative bodies and executive branches that they
can play off against other parts. As mentioned previously, however, recent evi-
dence suggests that although legislative influence is a complicated subject, leg-
islative bodies clearly influence agencies significantly in many instances (Wood and
Waterman, 1994).

Legislative authority also varies across jurisdictions. Certain states, such as
Florida, have relatively powerful legislatures that are based on the state’s legal and
institutional arrangements. The authority and power of city councils and county
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commissions vary from place to place depending, for example, on whether there
is a “‘strong mayor” or “weak mayor” government in a city.

The Chief Executive

Presidents, governors, and mayors rival the legislative branch for the status of
strongest political influence on agencies. Presumably, chief executives have the
greatest formal power over the public bureaucracies in their jurisdictions. Yet, as
with legislative bodies, the influence patterns are complex and dynamic, and chief
executives face similar challenges in taming the unwieldy bureaucracy.

Appointments

Chief executives appoint heads of executive agencies and usually an additional
array of patronage positions within those agencies. Wood and Waterman (1994)
found that the appointment of a new agency head was often strongly related to
a change in agency actions and outputs in the direction of the president’s prefer-
ences. The chief executive’s ability to influence agencies through these appoint-
ments varies by agency, jurisdiction, and political climate, however. President
Reagan mounted an aggressive effort to influence federal agencies through ap-
pointments. He filled the top positions of some major agencies with executives
committed to reducing the regulatory role, size, and influence of the federal bu-
reaucracy. As a result, certain agencies sharply curtailed their staff and activities
(Golden, 2000; Rubin, 1985). Administration officials also added new levels of po-
litical appointees at the top of agencies. This added layers between the top exec-
utives and the highest-level career civil servants, effectively demoting career service
managers. These steps had so much impact that the Volcker Commission (1989)
called for reductions in the number of appointments the president can make. This
example illustrates the potential power that the authority to make appointments
gives a chief executive. In certain states and localities, many major or cabinet-level
agency executives are independently elected and thus not beholden to the chief
executive. Jurisdictions also vary in the degree to which they have patronage ap-
pointments within agencies.

Executive Staff Offices

The executive offices of the U.S. president and of governors and mayors around
the country give chief executives various resources that can bolster their influence.
Units within an executive office can represent special constituencies and functions.
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A governor might have an office of minority affairs or veterans’ affairs as a way
of demonstrating concern for that constituency. Other subunits might concentrate
on press relations or relations with the legislature. Some governors and local ex-
ecutives have inspectors general in their executive offices to conduct investigations
into allegations of improprieties in agencies.

Budgeting Authority

The most significant of the staft offices are those that wrestle with budgets—the
Office of Management and Budget in the Executive Office of the President and
similar offices on the staffs of mayors and governors. The legislative branch ulti-
mately approves the budget, but the chief executive assembles agency budget re-
quests and submits them to the legislature for approval. The chief executive tries
to hammer his or her priorities into the budget by proposing extensions or cuts in
funding for programs. The executive’s influence over the budget depends on many
factors—anticipated tax revenues, programs needing attention, developments in
the political climate (such as strong midterm election results for the chief execu-
tive’s party or strong popularity ratings). The legislative body may fight back, of
course, putting money back into programs that the chief executive tries to cut, and
vice versa. Agency officials engage in various ploys to maintain their funding and
avoid cuts (Wildavsky, 1988). Their ability to do so depends on factors already de-
scribed, such as group support. Yet through this process the chief executives have
significant potential influence on public policy and public agencies.

Policy Initiatives and Executive Orders

Chief executives have certain formal powers to tell agencies what to do through
directives and executive orders (Cooper, 1996). For example, some of the original
equal employment opportunity (EEO) initiatives were implemented through ex-
ecutive orders from President Eisenhower and later presidents. They directed fed-
eral agencies and private companies holding federal contracts to establish EEO
programs. Chief executives can also prompt agencies to develop programs and
policies that the executive will support through the budgeting process.

Many of the proposals developed by the Clinton administration’s National
Performance Review were implemented through presidential executive orders.
The president ordered agencies to reduce rules and red tape, to develop customer
service standards, and to establish “reinvention laboratories” to develop innova-
tive new processes, among other actions. Cooper (1996) argues that executive
orders can be very useful to presidents, and some of these actions illustrate their
effects. Agencies responded rapidly in carrying out some of the actions the pres-
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ident directed as part of the National Performance Review. Cooper also notes,
however, that executive orders can complicate the roles of agency executives,
because they sometimes conflict with other legal mandates for the agency. They
become part of the complex, often conflicting influences on agencies and their
leaders. In one virtually comical instance, President Clinton issued an executive
order directing all federal agencies to reduce their rules by 50 percent.

The Courts

As with the other institutions surrounding public organizations, some experts
say that the courts exert powerful controls over the public bureaucracy, while oth-
ers see them as ineffectual. Various experts point to the courts as the strongest
ultimate check on the power of the public bureaucracy, while others see bureau-
cratic power overwhelming the courts.

The federal and state courts operate under fairly conservative principles
(Cooper, 2000, pp. 63-67; Woll, 1977). Courts overrule the actions of agencies for
two main reasons. They can stop an agency from going beyond the intent of the
legislation that created it. They can also prevent an agency from violating correct
procedures, such as those required under the due process of law provisions of the
Constitution and related legal precedents. These standards actually focus the courts
on preventing agency actions rather than on proactively directing policies and pro-
grams. In addition, a number of relatively conservative legal principles strengthen
the position of public agencies in disputes with citizens or groups. Examples of
these include provisions that make public officials immune to many types of lia-
bility or require citizens with complaints against agencies to exhaust all possible
remedies that they can seek through the agency before a court will hear their com-
plaint. Also, for the courts to settle a dispute, someone has to initiate a lawsuit; this
is expensive and can take a long time. Agencies win a lot of suits because they have
highly specialized personnel and legal expertise at their disposal (Meier, 2000).

In a sweeping critique of contemporary governmental processes in the United
States, Lowi (1979) cites vague legislation as a major problem in weakening judicial
oversight of the bureaucracy. To achieve compromise among diverse interests in the
legislative process, Congress and other legislative units give diffuse grants of authority
to agencies, passing legislation that communicates only very general objectives and
standards. Courts then have difficulty enforcing adherence to congressional intent.
The sheer size and complexity of the administrative branch of government, the wide
range of specializations it encompasses, and the technical complexity of many of
the policy issues that come before the courts make it extremely difficult for the courts
to exercise strong control over bureaucratic actions (Stewart, 1975).
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Yet under the right circumstances, the courts wield immense authority and can
be very aggressive in the oversight of administrative agencies (O’Leary and Strauss-
man, 1993; Rosenbloom and O’Leary, 1997). Through injunctions they can force
or block an agency’s actions. They can make an agency pay damages, thus mak-
ing administrators very careful about assessing the legal implications of their rules
and procedures. Limitations on judicial interventions concerning, for example, cit-
izens’ ability to sue government officials and exhaustion of administrative remedies
have relaxed over time (Meier, 2000). A ruling making it easier for citizens to sue so-
cial workers when children under their supervision suffer child abuse has changed
the procedures and expenses of agencies across the country. In surveys, adminis-
trators report that court decisions influence the allocation of funds at state and local
levels for education, prisons, hospitals, and other services (Meier, 2000).

Congress has moved toward including more specific standards in some leg-
1slation (Wilson, 1989), and court rulings sometimes focus powerfully on one par-
ticular aspect of an agency’s operations. Courts sometimes intervene in particular
agency activities, often due to some constitutional principle such as due process of
law or equal protection of the law. On occasion, courts have in effect taken over
schools and prisons in certain jurisdictions. Lawsuits to force agencies to comply
with legislation requiring environmental impact statements prior to any major
building project have delayed many projects in many agencies. The courts wait in
the background, in a sense, directly intervening in day-to-day operations of pub-
lic organizations only on occasion. Yet they pose an ominous background pres-
ence. Administrators frequently take actions and establish procedures expressly
because of what a court has done or might do.

Recent research has strengthened the position that courts have a significant
influence on agency operations (O’Leary, 1994; Wood and Waterman, 1994).
O’Leary (1994) cites numerous examples of a “new partnership” between judges
and public managers that entails significant judicial influence over agencies and
their operations as well as extensive interaction with agencies’ managers and staff.
She has reviewed research on these developments in relation to personnel ad-
ministration in agencies and found evidence of such interaction. Her research pro-
vides evidence that the courts sometimes dictate which issues an agency must
attend to. Courts can diminish the authority of administrators, in part by dictat-
ing where they must devote agency resources. This can decrease the budgetary
discretion of administrators (and can involve a judge’s refusal to defer to an ad-
ministrator’s expertise). Court orders can also influence stafl’ morale, sometimes
demoralizing people in the agency and sometimes boosting their enthusiasm about
their work. These examples and findings provide the beginnings of a body of re-
search that needs much more development. The material from organization the-
ory and organizational development reviewed in other parts of this book shows
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that the legal and judicial environment have not received much attention from or-
ganizational researchers (O’Leary and Straussman, 1993). These examples, how-
ever, show how the governmental and legal institutions surrounding public
organizations can directly influence organizational design and effectiveness and
the behavior of the people within organizations. They also reveal that most pub-
lic managers and employees need a sound knowledge of the judicial environment
(Rosenbloom and O’Leary, 1997; Cooper, 1996, 2000), and they raise a number
of important research questions for scholars.

Other Agencies and Levels of Government

Public organizations both work together and fight with one another. The partic-
ipants in this contest represent all the different levels of government, the various
agencies, and certain oversight bodies concerned with personnel administration,
budgeting, and central purchasing. Later chapters describe many examples of ways
in which this affects management within public organizations.

In the U.S. federal system of government, higher levels of government direct
and regulate the lower levels in various ways. Some federal programs, such as
social security, are actually carried out by state personnel following federal guide-
lines. Behind this generally cooperative structure, however, patterns of mutual in-
fluence operate.

Grants from higher levels of government exert some of this influence. Merit
systems have disseminated throughout the personnel departments of state and
local governments in the United States, in part because federal grants were made
available to set up such systems. Federal laws can mandate that federal money for
programs be matched in certain ways by states and localities. For example, states
must contribute to Medicare payments for individuals, adding to the amounts paid
by the federal government. With these funding arrangements come influences on
state and local governments’ structures and procedures.

Laws and regulations, whether or not they are attached to grants or other
funding instruments, also exert such influences. State and federal environmental
protection regulations and growth and economic development mandates dictate
how programs must be managed by lower levels of government. Federal legisla-
tion sometimes directs a federal agency to do certain things in every state unless
the states do them in a way that meets certain minimum standards established
by the federal government. An example of this is the federal government’s pol-
icy regarding mine safety regulations, under which it must oversee mine safety
within a state unless the state can finance and manage the program itself, at least
at the level required by federal standards.
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The relationships between the different levels of government may be very
smooth in many instances, but the lower levels do not necessarily accept higher-
level influences and requirements lying down. During the Reagan administration,
some state governments refused to carry out directives from the Social Security
Administration requiring them to review the cases of many disability payment re-
cipients and deny payments to some of them under more stringent rules. Dur-
ing a later administration, many states were slow to comply with federal laws
requiring that they increase their share of Medicare payments (Tolchin, 1989).
Localities also work hard to influence state and federal legislation that may bear
significantly on their activities. Associations such as the League of Cities lobby
at the state and federal levels for legislation that they feel they need.

Organizations at a given level of government also cooperate and compete in
many ways. Johnson (1989) describes how, as of the late 1980s, the “intelligence
community” of the U.S. government involved more than forty federal agencies with
responsibilities for intelligence operations. The delivery of many local services in
the United States often involves a complex network of joint agreements and con-
tracts among localities. State and federal agencies typically have overlapping re-
sponsibilities and engage in joint planning and activity. The EEO Coordinating
Commission was established to coordinate the various agencies at the federal level
that had responsibilities for carrying out affirmative action and EEO policies. Agen-
cies also compete with each other for the time and attention of higher-level exec-
utives (Chase and Reveal, 1983) and over turf, seeking to block other agencies
and authorities from gaining control over their programs (Wilson, 1989).

Public Managers’ Perceptions of the Political Environment

Later chapters describe a variety of studies that pertain to how public managers
respond to these components of their political environments and how those en-
vironments influence public organizations. Some studies mentioned earlier, how-
ever, provide evidence of how public managers perceive various aspects of the
political context, such as the relative influence of chief executives, legislatures, and
mnterest groups (Abney and Lauth, 1986; Brudney and Hebert, 1987; Elling, 1983).
These studies indicate that state agency managers see their legislatures as the most
mnfluential, with the governor coming second (although there are variations among
the states in the relative power of the governor and the legislature). Local man-
agers see the chief executive—the mayor—as the most influential actor. State and
local agency managers rate interest groups as much less influential than legisla-
tures and chief executives but often see them as valuable contributors to deci-
sion making,
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Aberbach, Putnam, and Rockman (1981; see also Aberbach and Rockman,
2000) provide a similar account of the strong influence of the legislative branch
at the federal level. They analyzed contacts between administrative officials and
other actors in the federal systems of the United States and five other industrial
democracies. In the United States they found much higher levels of contact be-
tween civil service administrators in agencies and congressional committee mem-
bers than either of these two groups had with the executive heads of the agencies.
The civil service managers had even more contacts with constituent groups than
with Congress, however. Aberbach, Putnam, and Rockman referred to this pat-
tern as the “end run” model, because it involves civil servants and legislators going
around executive agency heads, and they discovered that it occurs more often in
the United States than in any of the other countries they studied.

Studies identifying how public managers perceive the nature of their own po-
litical activities are rare, but Olshfski (1990) identifies three conceptions of poli-
tics that emerge in state agency executives’ descriptions of their political activities:
political astuteness, the understanding of the political system and the processes of
government and their own departments; ussue politics, the political activities, such
as bargaining and coalition building, necessary to advance an issue or achieve
an objective; and electoral politics, the knowledge and activity related to gaining gen-
eral political support for themselves, an elected official, or their departments.

The Public Policy Process

Analyses of public policy have burgeoned over the last several decades, and so has
the recognition that public organizations play an essential role in the formation
and implementation of public policy. The policymaking and policy implementa-
tion processes are an extremely important aspect of the environment of public or-
ganizations and public managers.

Many Arenas, Actors, Levels, and Instruments

Government activity at all levels encompasses a diverse array of functions and pol-
icy domains. Without any standard nomenclature, scholars and government of-
ficials refer to policy categories such as defense, health, science and technology,
social welfare and poverty, environmental protection, energy, economic and fiscal
policy (including tax policy), agricultural policy, industrial development policy, ed-
ucational policy, and regulatory policy. Government activities at state and local
levels, sometimes referred to as service delivery rather than public policy, include
a similarly diverse list: industrial development, zoning and land use, police and
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firefighting services, transportation (including streets and roads), garbage collec-
tion, prisons and jails, parks and recreation, and many others. As mentioned ear-
lier, state and local governments are also part of the policymaking process for major
federal policies. Within these policy areas and spanning them, many specific pro-
grams operate at various levels of scope, size, and complexity. All these institutions,
levels, authorities, and groups play a part in shaping policy and carrying it out.
O’Toole (2000) observes that research on public policy implementation, once very
active, slowed down during the last decade, in part because the factors that influ-
ence policy implementation are so numerous and complex. Adding to these com-
plexities, governmental policies draw many private for-profit and nonprofit
organizations into the processes of making and carrying out public policy. Many
government programs operate largely through grants, purchases, and contracts
with nongovernmental organizations, such as weapons manufacturers or private
nonprofit organizations that seek, for example, to help troubled youths. Besides con-
tracts and grants, governments utilize many additional instruments or “tools” of
government action, such as loan programs, regulations, insurance programs, vouch-
ers, user charges, permits, and tax policies (Salamon and Elliot, 2002).

Policy Subsystems

For a long time, political scientists have observed that this complex public policy
system has operating within it an array of subsystems that handle different areas
of policy. Also for a long time, political scientists described these domains as being
dominated by “iron triangles,” which are alliances of congressional committees,
administrative agencies, and interest groups that control major policy areas such
as defense and environmental policy. Key people in the committees, agencies, and
interest groups in the triangle exchange political favors and support. Authorities
outside the triangle, even the president, can wield little influence over it. This sit-
uation has long been lamented as one of the fundamental problems of govern-
ment in the United States. Ronald Reagan complained about iron triangles in one
of his last public statements as president.

Although the iron triangle analogy refers to a very significant problem, polit-
ical scientists now point out that it oversimplifies the true complexity and dy-
namism of these coalitions. Gompetition and conflict among groups and agencies
may flare within the so-called triangles, making them much less solid than the anal-
ogy implies. Lawyers may fight doctors over a change in legislation on malprac-
tice suits. One group of large corporations may line up on the other side of an
1ssue from another group of equally large corporations. In addition, as problems
change, different groups, organizations, and individuals move in and out of the
policy arena. The iron triangle analogy fails to depict the instability and flux in
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the process. It also suggests that grim power politics 1s the driving force behind
patterns of influence in the public sector (Kingdon, 1995).

To better characterize the situation, scholars began to coin new terms. Heclo
(1978) referred to “issue networks” of experts, officials, and interests that form
around particular issues and that can shift rapidly. Milward and Wamsley (1982)
described what they call policy networks, or complex and shifting aggregations of
groups, experts, public and private organizations, governmental authorities, and
others whose interplay shapes the formation and implementation of policy. Oth-
ers referred to subgovernments’ implementation structures (Hjern and Porter,
1981), public service industries, policy subsystems (Rainey and Milward, 1983),
and policy communities (Kingdon, 1995). These subsystems or networks prove
unwieldy and resistant to external control or coordination with other networks.
Yet the depiction of the problem as one of staunch control by self-serving bu-
reaucrats, politicians, and private interests oversimplifies the problem. Often the
difficulties in coordination and control result largely from the flux and complex-
ity of the issues, interests, and participants involved in the process.

Privatization, the Hollow State, and Networks

Because government and government agencies at all levels have increasingly con-
tracted out portions of their functions and used the tools or instruments just de-
scribed, government now delivers more programs and services through
organizations that are not formally owned or operated by government. These de-
velopments involve increased sharing of power with these nongovernmental or-
ganizations, with government providing a proxy to private organizations to carry
out its programs and policies (Kettl, 1993, 2002). Privatization has continued to
expand in many policy areas, such as human and social service programs (Smith
and Lipsky, 1993), environmental and energy programs, and prisons.

These developments complicate the lines of accountability and make public
managers responsible for organizational activities they can control indirectly,
through contracts and grants or other mechanisms. In some cases, private and
nonprofit contractors and grant recipients, instead of providing a competitive pri-
vate sector alternative, become part of the political lobby for the programs with
which they are involved (Smith and Lipsky, 1993). In other cases, government
officials use private contractors to justify the pursuit of certain political and social
objectives that they might not be able to justify through the normal legislative
process. Moe (1996) argues that in these ways, privatization may involve more of
a governmentalization of the private sector than a privatization of government.

In some policy areas, privatization has extended so far that government has
become “hollow,” with private contractors taking over most or all of its authority



122 Understanding and Managing Public Organizations

and activity (Milward and Provan, 2000; Milward, Provan, and Else, 1993; Provan
and Milward, 2001). Mental health programs, for example, may be provided by
networks of private or nonprofit organizations, with government funding but vir-
tually no involvement by government employees and fairly high autonomy on the
part of the providers in making decisions about services and programs. Govern-
ment policies and programs are increasingly carried out by networks of government
agencies, private firms, and nonprofit organizations that are supposed to collabo-
rate in the delivery of the program or policy (Kettl, 2002). The proliferation of such
networks, or of interdependent groups of organizations or parts of organizations
that have no formal hierarchical or superior-subordinate relations to each other,
raises complex issues about their design, management, and evaluation that later
chapters discuss (Milward and Provan, 2000; Provan and Milward, 2001; O Toole,
1999). Obviously they make contract management and the management of other
network or third-party arrangements more important skills for many public man-
agers (see Chapter Six). Accordingly, Chapter Fourteen covers the management of
privatization in considering managerial excellence in the public sector.

The Agenda-Setting Process and the Agenda Garbage Can

Public policy researchers also help characterize the complex context of public
management by analyzing how certain matters gain prominence on the public
agenda while others languish outside of public notice. Kingdon (1995) says that
this process resembles the “garbage can model” of decision making developed by
March and his colleagues (Cohen, March, and Olsen, 1972). As described in more
detail in Chapter Seven, the garbage can model depicts decision making in or-
ganizations as being much less systematic and rational than is commonly supposed.
People are not sure about their preferences or about how their organization works.
Streams of problems, solutions, participants, and choice opportunities flow along
through time, sometimes coming together in combinations that shape decisions.
(An example of a choice opportunity is a salient problem that has to be addressed
by a newly formed committee with sufficient authority to have a chance at getting
something done.) The process is more topsy-turvy than the organizational chart
might suggest. Sometimes solutions actually chase problems, as when someone
has a pet idea that he or she wants to find a chance to apply. Sometimes admin-
istrators simply look for work to do. Choice opportunities are like garbage cans in
which problems, solutions, and participants come together in a jumbled fashion.

Kingdon revises this view when he applies it to public policy, referring to
streams of problems, policies, and politics flowing alongside one another and some-
times coming together at key points to shape the policy agenda. Problems come
to the attention of policymakers in various ways: through indicators, such as un-
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employment figures or figures on budget deficits; through events, such as crises
that focus their attention on them; and through feedback, such as citizen com-
plaints and reports on the operation of programs. Policies develop within the pol-
icy community as various ideas and alternatives emerge from the “policy primeval
soup.” Like microorganisms in a biological primeval soup, they originate, com-
pete, evolve, and prosper or perish. They are evaluated in think tanks, conferences,
staft meetings in legislative bodies and government agencies, and interest-group
activities. They may be partially tried out in programs or legislation, and a long
period of “softening up” often follows the original proposal, in which the alter-
native becomes more and more acceptable. Some alternatives have a long history
of implementation, shelving, alteration, and retrial. For example, various versions
of public works and job-training camps have appeared at different levels of gov-
ernment since the days of the Civilian Conservation Corps during the New Deal
and the Job Corps during the Johnson administration’s War on Poverty. At times,
events in these streams converge to open windows of opportunity in which polit-
ical forces align in support of a policy alternative for a particular problem, mov-
ing this combination to a central place on the public agenda.

In Kingdon’s portrayal, the agenda-setting process appears difficult to predict
and understand, but not wildly out of control. The processes of gestation and eval-
uation focus considerable scrutiny on ideas and alternatives and their workability.
Still, this analysis illustrates the dynamism of the policymaking environment in
which public managers must operate. In later chapters, the idea of identifying win-
dows of opportunity figures usefully in the discussion of managing change in pub-
lic organizations. Many of the challenges facing a public manager turn on effective
assessment of the political feasibility of particular actions and alternatives and
of the array of political forces shaping or curtailing various opportunities.

Public managers, especially at higher levels, must skillfully manage their re-
lationship with the external authorities, actors, networks, and policy processes de-
scribed in this chapter. They also have to operate effectively within the pattern
of interventions and constraints from their environments. The next chapters ex-
amine major dimensions in organizing and managing in the public sector. At many
points, the discussion illustrates and shows evidence of how the political and in-
stitutional environments of public organizations affect their characteristics and
the behaviors of the people who work in them.
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CHAPTER SIX

ORGANIZATIONAL GOALS
AND EFFECTIVENESS

ne hates to draw on a topic as horrible as war to make a point, but the

Gulf War in the early 1990s and the war in Iraq over a decade later illus-
trated an important one about the effectiveness of government and government
organizations. In the years after the American withdrawal from Vietnam, authors
became talk show celebrities for writing books about the shortcomings of the U.S.
military (for example, Luttwak, 1984). In the months leading up to the Gulf War,
journalists worried that the U.S. forces’ weapons and equipment would malfunc-
tion in the desert sands, and that the United States could suffer thirty to forty thou-
sand casualties in a war against Iraqi forces. Journalists and commentators
expressed similar concerns prior to the war in Iraq. When the wars were over, one
had to conclude that the United States and allies had achieved so much success
so rapidly, and with so few American casualties, that the outcomes appeared spec-
tacularly successful, by military standards. Many Americans opposed the war, the
Iraqi people suffered horribly, each of the American lives lost was a tragedy, and
there were almost certainly plenty of mistakes to criticize. The American military
forces, however, did not blunder as critics would have led one to expect. Similarly,
when U.S. forces were assigned the goal of destroying terrorist forces in Afghani-
stan, again observers worried that the operation would be extremely protracted
and damaging to the United States. Again, while the operation did not achieve total
success in a number of ways, its general speed and overpowering effectiveness
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displayed the fearsome capabilities of the U.S. military. In industrialized democ-
racies, we criticize government sharply as a way of controlling it, often to the point
of convincing ourselves that government organizations and their employees bun-
gle constantly and hopelessly. Quite often, however, their effectiveness proves strik-
ing, even frightening,

Organizations are goal-directed, purposive entities, and their effectiveness in
pursuing those goals influences the quality of our lives and even our ability to sur-
vive. Virtually all of management and organization theory is concerned with per-
formance and effectiveness, at least implicitly. Virtually all of it is in some way
concerned with the challenge of getting an organization and the people in it to
perform well. This chapter first discusses major issues about organizational goals
and the goals of public organizations, including observations that other authors
have made about how public organizations’ goals influence their other charac-
teristics. Then the chapter reviews the models of organizational effectiveness that
researchers have developed and discusses their implications for organizing and
managing public organizations.

As previous chapters have discussed, beliefs about the performance and ef-
fectiveness of public organizations, especially in comparison to private organiza-
tions, have played a major role in some of the most significant political changes
and government reforms in recent history, in nations around the world. Execu-
tives and officials in government, business, and nonprofit organizations empha-
size goals and effectiveness in a variety of ways. One can hardly look at the annual
report or the Web site of an organization without encountering its mission state-
ment, which expresses the organization’s general goals. Very often one also sees
statements of core values that express general objectives, and on the Web sites of
many government agencies, one can review the organization’s strategic plan or
performance plan, which expresses its specific goals and performance measures.
All of the major federal agencies have strategic plans with goals statements or “per-
formance plans” or both on their Web sites and in their annual reports. The Gov-
ernment Performance and Results Act (GPRA) of 1993 directed each federal
agency to develop such plans, and subsequent reports of their performance in re-
lation to the goals. Web sites now make available copies of all the federal agen-
cies’ strategic plans and performance plans.

For example, on the Web site for the Social Security Administration (SSA),
which in money paid out is the largest federal program, one can review the 2003
performance plan (U.S. Social Security Administration, 2003). The plan proclaims
this mission for the agency: “To promote the economic security of the nation’s
people through compassionate and vigilant leadership in shaping and managing
America’s social security programs.” It further states five strategic goals:



Organizational Goals and Effectiveness 129

* To promote valued, strong, and responsive social security programs and con-
duct effective policy development, research and program evaluation

¢ To deliver customer-responsive, world-class service

* To ensure the integrity of social security programs, with zero tolerance for fraud
and abuse

* To be an employer that values and invests in each employee

* To strengthen public understanding of the social security programs

The plan further states a number of more specific goals that refine these strategic
ones. For example, the plan states that by 2004, nine out of ten people who do
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business with the SSA will rate the overall service as “good,” “very good,” or “ex-
cellent,” with most rating it as excellent. The plan also states that by 2005, 67 per-
cent of the public’s interactions with SSA will be available either electronically via
the Internet or through automated telephone service. It further sets the goal of
maintaining at 99.8 percent the accuracy rate for avoiding overpayments and un-
derpayments in the main social security program (Old-Age, Survivors, and Dis-
ability Insurance).

These expressions of the goals of the SSA raise the question of how useful
they are and how much influence they will have on the agency’s effectiveness.
Clearly many officials and executives think such expressions have value. One now
finds strategic plans and performance plans of this sort at all levels of government
(Berman and Wang, 2000), in part because state legislatures have passed legisla-
tion similar to the GPRA, requiring state agencies to prepare such plans. This
huge national investment in stating goals and performance measures reflects one
of the strongest trends in public management in the last two decades. Authors and
officials have increasingly emphasized themes such as “managing for results” that
involve stating goals and measurements that reflect effectiveness in achieving the
goals (Abramson and Kamensky, 2001; Osborne and Gaebler, 1992). There is also
a movement emphasizing the integration of such goals and performance mea-
sures with governmental and agency budgets (Grizzle and Pettijohn, 2002).
Melkers and Willoughby (1998) report that forty-seven of the fifty states have some
form of requirement for performance-based budgeting,

This concentration on goals and performance measures involves interest-
ing basic assumptions. It assumes that public organizations will perform better if
the people in them clarify their goals and measure progress against them. This
assumption usually links to the idea that government agencies need to perform
a lot better, and that they can do so by becoming more like business firms, which
presumably have clearer goals and performance measures. These assumptions
sound reasonable enough, but Radin (2000) points out that these and others
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undergirding the GPRA and related approaches at other levels of government
may not work well in the fragmented, pluralistic institutional and political envi-
ronments of government agencies described in the last chapter. The multiple
authorities and actors in the system do not necessarily agree on the goals and per-
formance criteria for public organizations, and they often do not support a ra-
tional, goal-oriented approach to decision making,

Still, the importance attached to goals, performance, and effectiveness makes it
interesting and important to examine the way organization and management the-
orists have dealt with these topics. Ironically, in relation to the emphasis that public
officials have been placing on goals and measures, when one turns to the literature
on organizational goals and effectiveness, one finds something of a muddle, although
a very insightful one. Experts in the field have not developed clear, conclusive ways
of defining organizational goals and defining and assessing effectiveness. Their use
of the somewhat unusual-sounding concept of organizational effectiveness reflects
some of the complications. Referring simply to organizational success bears less of
an implication that the activities of the organization brought about the success. Re-
ferring to effectiveness suggests not only that the organization had good results but
also that it brought about these results through its own management, design, and
other features.

Many other terms for performing well also have limitations. In assessing busi-
ness firms, most investors look carefully at their profitability. Yet sophisticated in-
vestors realize that short-term profitability may in some cases mask long-term
problems. In addition, consumer advocates and environmental groups object to
assessments of business performance that disregard concerns for the environment
and ethical concerns for the consumer. In addition, profitability does not apply to
government and nonprofit organizations. As with the generic approach in gen-
eral, researchers have to consider the need for a general body of knowledge on
organizational effectiveness that is not restricted to certain sectors or industries.
As described shortly, in response to such complications, researchers have attempted
a number of different approaches to organizational goals and effectiveness.

General Organizational Goals

An organizational goal is a condition that an organization seeks to attain. The dis-
cussion here recites many problems with the concept of goals, but organization
theorists have developed some useful insights and distinctions about them. For ex-
ample, the mission statements that have become so popular in recent decades rep-
resent what organization theorists would call official goals (Perrow, 1961). Official
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goals are formal expressions of general goals that present an organization’s major
values and purposes, such as those for the SSA described earlier. One tends to
encounter official goals in mission statements and annual reports, where they are
meant to enhance the organization’s legitimacy and motivate and guide its mem-
bers. Operative goals are the relatively specific immediate ends an organization
seeks, reflected in its actual operations and procedures. People in organizations often
consider goals important as expressions of guiding organizational values that can
stimulate and generally orient employees to the organization’s mission. In addition,
clarifying goals for individuals and work groups can improve efficiency and pro-
ductivity. The discussion of motivation in Chapter Ten reviews the research that
shows that providing workers with clear, challenging goals can enhance their pro-
ductivity. Nevertheless, the concept of a goal has many complications, with im-
portant implications for organizing and managing and for the debate over whether
public and private organizations differ.

These complications include the problem that goals are always multiple
(Rainey, 1993). A goal is always one of a set of goals that one 1s trying to achieve
(Simon, 1973). The goals in a set often conflict with one another—maximizing
one goal takes away from another goal. Short-term and long-term goals can con-
flict with each other. For example, while business firms supposedly have clearer,
more measurable goals than public and nonprofit organizations, such firms have
to try to manage conflicts among goals for short-term and long-term profits, com-
munity and public relations, employee and management development, and social
responsibility (such as compliance with affirmative action and environmental pro-
tection laws). Goals are arranged in chains and hierarchies, and this makes it hard
to express a goal in an ultimate or conclusive way. One goal leads to another or is
an operative goal for a higher or more general goal. Many of the concepts related
to organizational purpose—such as goals, objectives, values, incentives, and mo-
tives—overlap in various ways, leaving us with no conclusive or definitive termi-
nology. Distinctions among these concepts are relatively arbitrary.

These complications appear to be related to a divergence among organization
theorists, between those who take the concept of goals very seriously and those who
reject it as relatively useless (Rainey, 1993). These complications present a prob-
lem for both theorists and practicing managers. The later discussion of models of
effectiveness points out that these sorts of complications impede the assessment
of organizational effectiveness—it can be difficult to say what an organization’s
goals really are and to measure their achievement. It is important for leaders and
managers to help the organization clarify its goals, but these complications make
that a very challenging process. The next chapter discusses some of the procedures
that members of organizations can use to clarify the organization’s goal statements.
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Goals of Public Organizations

The complications also contribute to an interesting anomaly in the debate over the
distinctiveness of public organizations. They imply that all organizations, includ-
ing business firms, have vague, multiple, and relatively intangible goals. Without
a doubt, however, the most often repeated observations about public organizations
are that their goals are particularly vague and intangible compared to those of pri-
vate business firms and that they more often have multiple, conflicting goals (see
III.1.a in Exhibit 3.2; Rainey, 1993). Previous chapters illustrated the meaning
of this observation. Public organizations produce goods and services that are
not exchanged in markets. Government auspices and oversight imposed on these
organizations include such multiple, conflicting, and often intangible goals as the
constitutional, competence, and responsiveness values discussed in Chapters Four
and Five (see Exhibit 4.3). In addition, authorizing legislation often assigns vague
missions to government agencies and provides vague guidance for public programs
(Lowi, 1979; Seidman and Gilmour, 1986). With such mandates, coupled with
concerns over public opinion and public demands, agency managers feel pres-
sured to balance conflicting, idealized goals. Conservation agencies, for exam-
ple, receive mandates and pressures both to conserve natural resources and to
develop them (Wildavsky, 1979, p. 215). Prison commissioners face pressures both
to punish offenders and to rehabilitate them (Dilulio, 1990). Police chiefs must try
to find a balance between keeping the peace, enforcing the law, controlling crime,
preventing crime, and assuring fairness and respect for citizen rights, and oper-
ating efficiently and with minimal costs (Moore, 1990).

In addition, many observers go on to assert that these goal complexities have
major implications for public organizations and their management. Some re-
searchers emphasize the effect of these complexities on work attitudes and per-
formance. Buchanan (1974, 1975) found that federal agency managers reported
lower organizational commitment, job involvement, and work satisfaction than
did managers in private business. He also found that the federal managers reported
a weaker sense of having impacts on their organizations and a weaker sense of
finding challenge in their jobs. He concluded that the vagueness and value con-
flicts inherent in public organizations’ goals were among several reasons the fed-
eral managers reported lower commitment, involvement, and satisfaction. He
argued that the diffuseness of agencies’ objectives made it harder to design chal-
lenging jobs for the public sector managers and harder for them to perceive the
impact of their work, which in turn weakened federal managers’ commitment and
satisfaction. Other studies have found more positive attitudes among managers in
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government than Buchanan observed, but his conclusions suggest the kinds of
problems that vague and conflicting organizational goals may cause.

Boyatzis (1982), in a study of the competencies of a broad sample of man-
agers, found that public managers displayed weaker “goal and action” compe-
tencies—those concerned with formulating and emphasizing means and ends. He
concluded that the difference must result from the absence in the public sector
of clear goals and performance measures such as sales and profits.

Other observations concern effects on organizational structure (pervasiveness
of rules, number of levels) and hierarchical delegation. Some scholars have as-
serted that the goal ambiguity in public agencies and the consequent difficulties
in developing clear and readily measurable performance indicators lead to per-
formance evaluation on the basis of adherence to proper procedure and compli-
ance with rules (Barton, 1980; Dahl and Lindblom, 1953; Lynn, 1981; Meyer,
1979; Warwick, 1975). Under accountability pressures and scrutiny by legisla-
tive bodies, the chief executive, oversight agencies, courts, and the media, higher-
level executives in public agencies demand compliance with rules and procedures
mandated by Congress or oversight agencies or contained in their chartering leg-
islation. Executives and managers in public agencies also tend to add even more
rules and clearance requirements in addition to externally imposed rules and pro-
cedures; plus, they add more hierarchical levels of review and generally resist del-
egation in an effort to control the units and individuals below them. The absence
of clear, measurable, well-accepted performance criteria thus induces a vicious
cycle of “inevitable bureaucracy” (Lynn, 1981) in which the demand for increased
accountability increases the emphasis on rule adherence and hierarchical control.
Some authors add the observation that these conditions breed a paradox in which
the proliferation of rules and clearance requirements fails to achieve control
over lower levels (Warwick, 1975; Buchanan, 1975). Rules provide some protec-
tions for people at lower levels, through civil service protections and the safety of
strict compliance with other administrative rules. Superiors’ efforts to control
lower-level employees through additional rules and reporting requirements add
to bureaucratic complexity without achieving control.

In this way, goal ambiguity also supposedly contributes to a weakening of the
authority of top leaders in public organizations. Because they cannot assess per-
formance on the basis of relatively clear measures, their control over lower lev-
els is weakened. The absence of clear performance measures also allegedly
contributes to a weakening of their attentiveness to developing their agencies. Be-
cause they cannot simply refer to their performance against unambiguous targets
to justify continued funding, they must play more political, expository roles to
develop political support for their programs. Blumenthal (1983), reflecting on
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his experiences as a top federal and business executive, begins his account of the
differences between these roles with the observation that there is no bottom line
in government. Media relations, general appearance and reputation, and politi-
cal relations external to the agency figure more importantly in how others assess
an exccutive’s performance than do concrete indicators of the performance of his
or her agency. Allison (1983) provides an account of the similar observations of
experienced public officials about the absence of a bottom line and of accepted
and readily measurable performance indicators in public agencies.

Later chapters examine some of the research findings that support or fail to
support these observations. For example, several surveys covering different levels of
government, different parts of the United States, and different organizations have
asked managers in government agencies and business firms to respond to questions
about whether the goals of their organization are vague, hard to define, and hard
to measure. The results have showed no particular differences between the gov-
ernment managers and the business managers in their responses to such questions
Rainey, 1983; Rainey, Pandey, and Bozeman, 1995). In addition, Bozeman and
Rainey (1998) report evidence that government managers in their study were more
likely than business managers to say that their organizations had too many rules;
this is not consistent with the claim that government managers like to create more
and more rules and red tape. In spite of conflicting assertions and findings such
as these, the main point is that many observers claim that the goals of public or-
ganizations have a distinct character that influences their other characteristics and
their management. The findings just mentioned do not necessarily prove that there
are no such differences, but they certainly complicate the debate. They illustrate
the importance for researchers and managers of clarifying just what is meant by
these repeated references to the vague, conflicting, multiple goals of public agen-
cies and of proving or disproving their alleged effect on organizations and man-
agement in government.

Regardless of these complications in the analysis of the goals of public agen-
cies, it is still very important and useful for agency leaders and managers to try
to clarify their organization’s goals and assess its effectiveness in achieving them.
The Web sites of many public agencies, and the next chapter, provide many ex-
amples of efforts at clarifying goals and missions, and an expanding literature
on public management provides many more (Behn, 1994, p. 50; Denhardt, 2000;
Hargrove and Glidewell, 1990, p. 95; Meyers, Riccucci, and Lurie, 2001). Chap-
ter Ten describes a stream of research in psychology that has found that work
groups perform better when given clear, challenging goals (Wright, 2001, forth-
coming). In seeking to clarify goals, however, managers need to be aware of the
attendant complications and conflicts. They also need to be aware of the concepts
and models for assessing organizational effectiveness that researchers have de-
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veloped, as well as of the controversies over the strengths and weaknesses of the
models and the trade-offs among them.

Models for Assessing Organizational Effectiveness

The people who study organizational effectiveness agree on many of the pre-
ceding points, but they have never come to agreement on one conclusive model
or framework for assessing effectiveness (Daft, 2001; Hall, 2002;). The complexi-
ties just described, as well as numerous others, have caused them to try many
approaches.

The Goal Approach

When organization theorists first began to develop models of organizational ef-
fectiveness, it appeared obvious that one should determine the goals of one’s or-
ganization and assess whether it achieves them. As suggested already, however,
organizations have many goals, which vary along many dimensions and often con-
flict with one another. Herbert Simon (1973) once pointed out that a goal is al-
ways embedded in a set of goals, which a person or group tries to maximize
simultaneously—such as to achieve excellence in delivery of services to clients but
also keep the maintenance schedule up, keep the members happy and motivated,
maintain satisfactory relations with legislators and interest groups, and so on. Many
different coalitions or stakeholders associated with an organization—managers,
workers, client and constituency groups, oversight and regulatory agencies, legis-
lators, courts, people in different subunits with different priorities for the organi-
zation, and so on—can have different goals for the organization.

One can also state goals at different levels of generality, in various terms, and
in various time frames (short-term versus long-term). Goals always link together
in chains of means and ends, in which an immediate objective can be expressed
as a goal but ultimately serves as a means to a more general or longer-term goal.
In addition, researchers and consultants can have a hard time specifying an or-
ganization’s goals because the people in the organization have difficulty stating or
admitting the real goals. Organizations have not only formal, publicly espoused
goals but also actual goals. In their annual reports, public agencies and business
firms often make glowing statements of their commitment to the general wel-
fare as well as to their customers and clients. An automobile company might ex-
press commitment to providing the American people with the safest, most
enjoyable, most efficient automobiles in the world. A transportation agency might
state its determination to serve all the people of its state with the safest, most
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efficient, most effective transportation facilities and processes possible. Yet the ac-
tual behavior of these organizations may indicate more concern with their eco-
nomic security than with their clients and the general public. The goal model, in
simplified forms, implies a view of management as a rational, orderly process. Ear-
lier chapters have described how management scholars increasingly depict man-
agerial decisions and contexts as more turbulent, intuitive, paradoxical, and
emergent than a rational, goal-based approach implies.

All of these complications cause organizational effectiveness researchers to
search for alternatives to a simple goal model. The discussion of strategy in Chap-
ter Four demonstrated, however, that experts still exhort managers to identify mis-
sions, core values, and strategies. This may depart from a strict goal-based approach,
but when you tell people to decide what they want to accomplish and to design strate-
gles to achieve those conditions, you are talking about goals, even if you devise some
other names for them. Goal clarification also plays a key role in managerial proce-
dures described in later chapters, such as management by objectives (MBO).

Experts continue to suggest various terminologies and procedures for iden-
tifying organizational goals, and the goal model has never really been banished
from the search for effectiveness criteria. These prescriptive frameworks, however,
llustrate many of the complexities of goals mentioned earlier. Morrisey (1976),
for example, illustrates the multiple levels and means-ends relationships of goals.
He suggests a framework for public managers to use in developing MBO programs
that he describes as a funnel in which the organization moves from greater gen-
erality to greater specificity by stating goals and missions, key results areas, indi-
cators, objectives, and finally, action plans. Gross (1976) suggests a framework
involving seven different groups of goals—satistying interests (such as those of
clients and members), producing output, making efficient use of inputs, invest-
ing in the organization, acquiring resources, observing codes (such as laws and
budgetary guidelines), and behaving rationally (through research and proper ad-
ministration). Under each of these general goals he lists multiple subgoals. Ob-
viously, managers and researchers have difficulty clearly and conclusively specifying
an organization’s goals.

For similar reasons, researchers have grappled with complications in measur-
ing effectiveness. As usual, they have encountered the problem of choosing between
subjective measures and objective measures. Some have asked respondents to
rate the effectiveness of organizations, sometimes asking members for the ratings,
sometimes comparing members’ ratings of their own units in the organization with
the ratings provided by other members (such as top managers or members of other
units). Sometimes they have asked people outside the organization for ratings. Oth-
ers have developed more objective measures, such as profitability and productivity
indicators, from records or other sources. Some researchers have developed both
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types of evidence, but they have found this expensive. They have also sometimes
found that the two types of measures may not correlate with each other. In one
frequently used variant of the goals approach, researchers have not sought to
determine the specific goals of a specific organization; rather, they have measured
ratings of effectiveness on certain criteria or goals that they assume all organiza-
tions must pursue, such as productivity, efficiency, flexibility, and adaptability. Mott
(1972), for example, studied the effectiveness of government organizations (units
of NASA; the State Department; the Department of Health, Education, and Wel-
fare; and a state mental hospital) by asking managers in them to rate the quantity,
quality, efficiency, adaptability, and flexibility of their divisions.

The Systems-Resource Approach

Partly because of difficulties with goal models, Yuchtman and Seashore (1967) de-
veloped a systems-resource model. They concentrated on whether an organiza-
tion can attain valued resources from its environment to sustain itself. They placed
effectiveness criteria in a hierarchy, with the organization’s ability to exploit ex-
ternal resources and opportunities as the ultimate criterion. They regarded this
criterion as being ultimately immeasurable by itself: it has to be inferred by mea-
suring the next-highest, or penultimate, criteria, which they identified in a study
of insurance companies. These criteria included such factors as business vol-
ume, market penetration, youthfulness of organizational members, and produc-
tion and maintenance costs. They developed these factors by using statistical
techniques to group together measures of organizational activities and charac-
teristics such as sales and number of policies in force. Drawing on a survey they
conducted in the same companies, they also examined the relationships between
lower-order, subsidiary variables, such as communication and managerial sup-
portiveness, and the penultimate factors.

Not many researchers have followed this lead with subsequent research ef-
forts. Critics have raised questions about whether the approach confuses the con-
ception and ordering of important variables. Some of the penultimate factors
could just as well be called goals, others seem to represent means for achieving
goals, and some of the factors seem more important than others. Critics have com-
plained that the analytical techniques bunched together unlike factors inappro-
priately. Others have pointed out that the criteria represent the interests of those
in charge of the organizations, even though other actors, such as customers and
public interest groups, might have very different interests.

Still, insights from the study influenced later developments in thinking about
effectiveness. The study found that some subsidiary variables were related to later
readings on penultimate variables. This shows that effective procedures now can
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lead to effective outcomes later and emphasizes the importance of examining such
relationships over time. Some subsidiary measures are linked strongly to certain
penultimate factors but not to others. This shows that one can point to different
dimensions of effectiveness, with different sets of variables linking with them.

Also, while few researchers have reported additional studies following this
model, at least one such study applied it to public agencies. Molnar and Rogers
(1976) analyzed county-level offices of 110 public agencies, including various agri-
cultural, welfare, community development, conservation, employment, and plan-
ning and zoning agencies. They argued that the resource-dependence model,
which is applied to business firms, needs modification for public agencies, for rea-
sons similar to those discussed earlier in this book—absence of profit and of sales
in markets, which blurs the link between inputs and outputs; consequent evalua-
tion by political officials and other political actors; and an emphasis on meeting
community or social needs that rivals emphases on internal efficiency.

Rogers and Molnar had people in the agencies rate their own organization’s
effectiveness and the effectiveness of other organizations in the study. To repre-
sent the systems-resource approach for public agencies, they examined how many
resources (equipment, funds, personnel, meeting rooms) an agency provided to
other agencies in the study (“resource outflow”) and how many they received from
other agencies (“resource inflow”). They also calculated a score for how much re-
sources flowing in exceeded resources flowing out. They found that the higher the
level of resources flowing into an agency, the higher the level of resources flowing
out. The more effective agencies thus appeared better able to develop effective ex-
changes with other agencies, using their own resources to attract resources. Of
course, the effectiveness of public agencies involves many additional dimen-
sions, but this study offers an interesting analysis of one means of examining it.

Participant-Satisfaction Models

Another approach involves asking participants about their satisfaction with the or-
ganization. This approach focuses on whether the members of an organization
feel that it fulfills their needs or that they share its goals and work to achieve them.
This approach can figure importantly in managing an organization, but it has se-
rious limitations if participation is conceived too narrowly. Participants include
not just employees but also suppliers, customers, regulators and external con-
trollers, and allies. Some of the more recent studies of effectiveness ask many dif-
ferent participants from such categories for ratings of an organization (Cameron,
1978). Others have tried to build in more ethical and social-justice considerations
by examining how well an organization serves or harms the most disadvantaged
participants (Keeley, 1984). The participant-satisfaction approach thus adds cru-
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cial insights to our thinking about effectiveness, but even these elaborated ver-
sions of the approach encounter problems in handling the general social signifi-
cance of an organization’s performance. Organizations also affect the interests
of the general public or society and of individuals not even remotely associated
with the organization as participants.

Human Resource and Internal Process Models

These approaches to organizational effectiveness assess it by referring to such fac-
tors as internal communications, leadership style, motivation, interpersonal trust,
and other internal states assumed to be desirable. Likert (1967) developed a four-
system typology that follows this pattern, assuming that as one enhances open and
employee-centered leadership, communication, and control processes, one achieves
organizational effectiveness. Blake and Mouton’s managerial grid (1984) involves
similar assumptions, as do many organization development approaches.

Some who take positions quite at odds with the human relations orientation
nevertheless share this general view. Management systems experts who concen-
trate on whether an organization’s accounting and control systems work well make
similar assumptions. These orientations have played an important role in the de-
bate over what public management involves. Some writers see inadequacies in
public management primarily because of weak management systems and proce-
dures of the sort that purportedly exist in superior form in industry (U.S. General
Accounting Office, 2003; Crane and Jones, 1982). They call for better account-
ing and control systems, better inventory controls, better purchasing and pro-
curement, and better contracting procedures. These human resource and internal
process approaches do not involve complete conceptions of organizational effec-
tiveness, but public managers often employ them, and experts assessing public or-
ganizations apply them.

The Government Performance Project

An example of such an application, and one of the most elaborate initiatives in as-
sessing effectiveness of governments and government agencies, the Government
Performance Project (GPP) received considerable professional and public attention
at the turn of the twenty-first century. It involved one of the most widely applied,
if not the most widely applied, efforts ever undertaken to assess effectiveness of gov-
ernment entities. In 1996, supported by a grant from the Pew Charitable Trusts,
researchers at the Maxwell School of Citizenship and Public Affairs at Syracuse
University, in partnership with representatives of Governing magazine, developed
a process for rating the management capacity of local and state governments and
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federal agencies in the United States. In spite of its name, the GPP does not mea-
sure performance directly, but rather evaluates the capacity of management sys-
tems in government entities and thus represents a variant of an internal process
model. The GPP evaluates five management system areas: financial management,
human resources management, capital management, information technology
management, and managing for results. The assessments also seek to determine
how well these management systems are integrated in a government or govern-
ment agency. Figure 6.1 illustrates this basic framework.

As Figure 6.1 implies, the assessment procedure 1s based on the assumption
that governments and government organizations perform well when they have
strong management capacity in the areas indicated in the figure. The framework
provides general criteria for each of the five management areas. Panels of experts
helped to choose measures and indicators for these criteria. For example, crite-
ria for financial management include a multiyear perspective on budgeting; mech-
anisms that preserve fiscal health; sufficient availability of financial information
to policymakers, managers, and citizens; and appropriate control over financial
operations. Human resources management criteria include provisions for strate-

FIGURE 6.1. CONCEPTUAL FRAMEWORK
OF THE GOVERNMENT PERFORMANCE PROJECT.
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gic analysis of human resource needs, ability to obtain needed employees and a
skilled workforce, and ability to motivate employees. Information technology (I'T)
management includes such criteria as whether I'T systems support managers’ in-
formation needs and strategic goals, and support communication with citizens and
service delivery to them, as well as the adequacy of planning, training for, procur-
ing, and evaluating I'T systems. Criteria for managing for results include engage-
ment in results-oriented strategic planning, use of results in policymaking and
management, use of indicators to measure results, and communication of re-
sults to stakeholders.

The GPP assessed these capacities in federal agencies, state governments, and
city and county governments, assigning letter grades (that is, A, B, C) for each of
the five management capacities and for overall capacity. The procedures for as-
sessing these capacities were not available to the public as of the end of 2002. The
Web site describes the procedures as follows:

The GPP grades governments based on the analysis of information it collects
from the following resources and procedures: criteria-based assessment, com-
prehensive self-report surveys, document and Web site analysis, extensive
follow-up and validation, statistical checks and comparisons, journalistic inter-
views with managers and stakeholders, and journalist/academic consensus.
Surveys are distributed in March, governments return completed surveys and
submit documents by June, analysis occurs during July to November, grading
takes place in November, and grades and results are released at the end of
January.

Actually, both the academics and the journalists assigned grades to the gov-
ernment organizations, but their grades were similar. The academics assigned
grades on the basis of analysis of the information gathered in the process just de-
scribed, while the journalists relied more on interviews with the organizations. The
researchers in charge of the project could not release the exact procedures for as-
sessment because consulting firms were offering to work with government orga-
nizations on ways to get better grades, and the researchers felt that publication
of the exact procedures could bias the process. The journalists relied on more sub-
jective, journalistic methods.

In 1998, the project studied and rated management activities in fifty states
and fifteen federal agencies. The state results were published in the February 1999
1ssue of Governing and the federal results were published in the February 1999 issue
of Government Executive magazine. In 1999, the GPP assessed the management
capacity of the top thirty-five U.S. cities by revenue and five federal agencies. The
city results were published in the February 2000 issue of Governing and the federal
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results were published in the March 2000 issue of Government Executive. Further-
more, the release was covered by two national newspapers, the Christian Science
Monitor and USA Today; more than 250 regional newspapers; and more than two
hundred radio and television stations.

An interesting and ambitious project, the GPP nevertheless evades easy eval-
uation because one cannot review the actual assessment procedures. The assess-
ments do not directly measure outcomes, impacts, or results for the organizations
reviewed by the GPP, so as a version of an internal process model it does not di-
rectly address the actual effectiveness of government organizations in achieving
goals and results.

Toward Diverse, Conflicting Criteria

Increasingly, researchers tried to examine multiple measures of effectiveness.
Campbell (1977) and his colleagues, for example, reviewed various approaches to
effectiveness, including those described earlier, and developed a comprehensive
list of criteria (see Exhibit 6.1). Obviously, many dimensions figure into effec-
tiveness. Even this elaborate list does not capture certain criteria, such as effec-
tiveness in contributing to the general public interest or the general political

economy.
EXHIBIT 6.1. ORGANIZATIONAL EFFECTIVENESS
DIMENSIONS AND MEASURES.
1. Overall effectiveness 16. Planning and goal setting
2. Productivity 17. Goal consensus
3. Efficiency 18. Internalization of organizational goals
4. Profit 19. Role and norm congruence
5. Quality 20. Managerial interpersonal skills
6. Accidents 21. Managerial task skills
7. Growth 22. Information management and communication
8. Absenteeism 23. Readiness
9. Turnover 24. Utilization of environment
10. Job satisfaction 25. Evaluations by external entities
11. Motivation 26. Stability
12. Morale 27. Value of human resources
13. Control 28. Participation and shared influence
14. Conflict/cohesion 29. Training and development emphasis
15. Flexibility/adaptation 30. Achievement emphasis

Source: Campbell, 1977, pp. 36-39.
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As researchers try to incorporate more complex sets of criteria, it becomes evi-
dent that organizations pursue diverse goals and respond to diverse interests, which
imposes trade-offs. Cameron (1978) reported a study of colleges and universities in
which he gathered a variety of types of effectiveness measures. Reviewing the liter-
ature, he noted that effectiveness studies use many types of criteria, including orga-
nizational criteria such as goals, outputs, resource acquisition, and internal processes.
They also vary in terms of their universality (whether they use the same criteria for
all organizations or different ones for different organizations), whether they are nor-
mative or descriptive (describing what an organization should do or what it does do),
and whether they are dynamic or static. He also noted different sources of criteria.
One can refer to different constituencies, such as the dominant groups in an orga-
nization, many constituencies in and out of an organization, or mainly external con-
stituents. The sources also vary by level, from the overall, external system to the
organization as a unit, organizational subunits, and individuals. Finally, one can use
organizational records or individuals’ perceptions as sources of criteria.

In his own study of educational institutions, Cameron (1978) drew on a va-
riety of criteria: objective and subjective criteria; measures reflecting the interests
of students, faculty, and administrators; participant criteria; and organizational
criteria (see Table 6.1). Cameron developed profiles of different educational in-
stitutions according to the nine general criteria and found them to be diverse. One
institution scored high on student academic and personal development but quite
low on student career development. Another had the opposite profile—low on the
first two criteria, high on the third. One institution scored high on community in-
volvement, the others scored relatively low. These variations show that even or-
ganizations in the same industry or service sector often follow different patterns
of effectiveness. They may choose different strategies, involving somewhat differ-
ent clients, approaches, and products or services. In addition, these differences
show that effectiveness criteria can weigh against one another. By doing well on
one criterion, an organization may show weaker performance on another.
Cameron points out that a university aiming at distinction in faculty research may
pay less attention to the personal development of undergraduates than a college
more devoted to attracting and placing undergraduates.

The Competing Values Approach

Quinn and Rohrbaugh (1983) draw this point about conflicting criteria into their
competing values framework. They had panels of organizational researchers re-
view the criteria in Table 6.1 to distill the basic dimensions out of the set. The
panels’ responses indicated that the criteria grouped together along three value
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TABLE 6.1. EFFECTIVENESS DIMENSIONS FOR EDUCATIONAL INSTITUTIONS.

Perceptual Measures

Objective Measures

1. Student educational satisfaction
Student dissatisfaction

Student complaints

2. Student academic development
Extra work and study

Amount of academic development
3. Student career development
Number employed in major field
Number of career-oriented courses
4. Student personal development

Opportunities for personal development
Emphasis on nonacademic development

5. Faculty and administrator employment satisfaction

Faculty and administrators’ satisfaction with

school and employment

6. Professional development and quality of the faculty

Faculty publications, awards, conference
attendance
Teaching at the cutting edge

7. System openness and community interaction

Employee community service
Emphasis on community relations

8. Ability to acquire resources

National reputation of faculty
Drawing power for students
Drawing power for faculty

9. Organizational health

Student-faculty relations
Typical communication type
Levels of trust

Cooperative environment
Use of talents and expertise

Number of terminations
Counseling center visits

Percentage going on to graduate school

Number receiving career counseling

Number of extracurricular activities
Number in extramurals and intramurals

Number of faculty members and
administrators leaving

Percentage of faculty with doctorates

Number of new courses

Number of continuing education courses

General funds raised
Previously tenured faculty hired

Source: Adapted from Cameron, 1978, p. 630. See original table for numerous additional measures for each

dimension.
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dimensions (see Iigure 6.2). The first dimension, organizational focus, ranges from
an internal emphasis on the well-being of the organization’s members to an exter-
nal focus on the success of the entire organization. The second dimension is con-
cerned with control as opposed to flexibility. The third involves relative concentration
on means (such as good planning) or ends (such as achieving productivity goals).
Quinn and Rohrbaugh point out that these dimensions reflect fundamental dilem-
mas that social scientists have debated for a long time—means versus ends, flexi-
bility versus control and stability, internal versus external orientation.

The dimensions combine to represent the four models of effectiveness shown
in Figure 6.2. The human relations model emphasizes flexibility in internal pro-
cesses and improving cohesion and morale as a means of developing the people
in an organization. The internal process model also has an internal focus, but it
emphasizes control, through maintaining sound information, auditing, and review
systems, as a means to stability. At the external end, the open-systems model
emphasizes responsiveness to the environment, with flexibility in structure and

FIGURE 6.2. THE COMPETING VALUES FRAMEWORK.

HUMAN RELATIONS MODEL OPEN-SYSTEMS MODEL
Flexibility
Means: Means:
Cohesion; morale Flexibility; readiness
Ends: Ends:
Human resource development Growth; resource acquisition

ﬁutput
Internal Qa‘l'ty External

Means: Means:
Information management; Planning, goal setting
communication
Ends:
Ends: Productivity, efficiency
Stability; control
Control
INTERNAL PROCESS MODEL RATIONAL GOAL MODEL

Source: Quinn and Rohrbaugh, 1983. Reprinted by permission of the authors. Copyright © 1983,
Institute of Management Sciences.
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process as a means to achieving growth and acquiring resources. The rational goal
model emphasizes careful planning to maximize efficiency.

Quinn and Rohrbaugh recognize the contradictions between the different
models and values. They argue, however, that a comprehensive model must retain
all of these contradictions, because organizations constantly face such competi-
tion among values. Organizations have to stay open to external opportunities
yet have sound internal controls. They must be ready to change but maintain rea-
sonable stability. Effective organizations and managers balance conflicting values.
They do not always do so in the same way, of course. Quinn and Cameron (1983)
drew amoeba-like shapes on the diagram in Figure 6.2 to illustrate the different
emphases that organizations place on the values. An organization that heavily em-
phasizes control and formalization would have a profile illustrated by a roughly
circular shape that expands much more widely on the lower part of the diagram
than on the upper part. For an organization that emphasizes innovation and in-
formal teamwork, the circle would sweep more widely around the upper part of
the chart, showing higher emphasis on morale and flexibility. This contrast again
underscores the point that different organizations may pursue different concep-
tions of effectiveness.

Quinn and Cameron also point out that effectiveness profiles apparently shift
as an organization moves through different stages in its life cycle. In addition, major
constituencies can impose such shifts. They describe how a unit of a state men-
tal health agency moved from a teamwork and innovation profile to a control-
oriented profile because of a series of newspaper articles criticizing the unit for
lax rules, records, and rule adherence.

Still, the ultimate message is that organizations and managers must balance or
concurrently manage competing values. Rohrbaugh (1981) illustrates the use of all
the values with a measure of the effectiveness of an employment services agency.
Quinn (1988) has developed scales for managers to conduct self-assessments of their
own orientation within the set of values, for use in training them to manage these
conflicts. The competing values framework expresses the values in a highly general-
1zed form and does not address the more specific, substantive goals of particular agen-
cies or the explicit political and mstitutional values imposed on public organizations.
Nevertheless, it provides valuable insights into the effectiveness of public organiza-
tions, especially on the point that the criteria are multiple, shifting, and conflicting.

The Balanced Scorecard

An approach to assessing organizational performance and effectiveness that has
achieved considerable prominence incorporates multiple dimensions and mea-

sures into the process. Kaplan and Norton (1996, 2000) developed the Balanced
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Scorecard to prevent a narrow concentration on financial measures in business
auditing and control systems. Devised for use by business firms, this model has
been used by government organizations in innovative ways.

The Balanced Scorecard requires an organization to develop goals, measures,
and initiatives for four perspectives (Kaplan and Norton, 1996, p. 44):

e The financial perspective, in which typical measures include return on invest-
ment and economic value added

e The customer perspective, involving such measures as customer satisfaction
and retention

* The internal perspective, involving measures of quality, response time, cost,
and new product introductions

e The learning and growth perspective, in which goals and measures focus on
such matters as employee satisfaction and information system availability

Responding to the National Performance Review’s emphasis on setting goals
and managing for results, a task force applied the Balanced Scorecard in devel-
oping a model for assessment of the federal government procurement system car-
ried out in major federal agencies (Kaplan and Norton, 1996, pp. 181-182).
Interestingly, Kaplan and Norton also describe applications in the public sector
that were in effect before descriptions of their model were published. Sunnyvale,
California, a city repeatedly recognized for its excellence in management, has for
more than twenty years produced annual performance reports stating goals and
performance indicators for each major policy area. Charlotte, North Carolina, is-
sued an objectives scorecard in 1995 reporting on accomplishments in “focus
areas,” including community safety, economic development, and transportation.
The report also provided performance measures from four perspectives, includ-
ing the financial, customer service, internal work efficiency, and learning and
growth perspectives (Kaplan and Norton, 1996, pp. 181-185). The Texas State
Office of the Auditor has developed its own version of the approach, adding a
focus on mission for their public sector context, because financial results in pub-
lic institutions do not play the central role they do in private firms. Their model
includes concentrations on mission, customer focus, internal processes, learning
and knowledge, and financial matters (Kerr, 2001).

Other agencies, influenced by the approach, have developed their own ver-
sions. In the major reforms at the Internal Revenue Service described in Chap-
ters Eight and Thirteen, the agency adopted a “balanced measures” approach.
The model includes goals and measures in the areas of business process results,
customer satisfaction, and employee satisfaction. The executives leading the re-
forms regularly reviewed reports from consulting firms that had conducted cus-
tomer satisfaction and employee satisfaction surveys.
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The Balanced Scorecard and related approaches raise plenty of issues that
can be debated. For example, an emphasis on serving “customers” has grown in
the field of public administration over the last decade. This trend has sparked some
debate and controversy over whether government employees should think of cit-
1izens and clients as customers. In addition, the long-term success of balanced mea-
surement systems remains to be seen. As indicated previously, some of the related
approaches involve simply trying to measure employee satisfaction, and some mea-
sures of work satisfaction do not really assess learning and growth in the organi-
zation as Kaplan and Norton proposed. The Balanced Scorecard and similar
balanced measurement approaches do, however, emphasize the important and
valuable point that people in public organizations need to develop well-rounded
and balanced measures of effectiveness that combine attention to results and
impacts, internal capacity and development, and the perspectives of external stake-
holders, including so-called customers.

Effectiveness in Organizational Networks

Government programs and policies have always involved complex clusters of in-
dividuals, groups, and organizations, but such patterns of networking have be-
come even more prevalent in recent decades (Henry, 2002; Kettl, 2002; Raab,
2002; Vigoda, 2002). A variety of developments have fueled this trend, includ-
ing increased privatization and contracting out of public services, greater in-
volvement of the nonprofit sector in public service delivery, and complex problems
that exceed the capacity of any one organization, as well as other trends (O Toole,
1999). The growing significance of networks raises challenges for research, the-
ory, and practice in public administration, especially in relation to the effective-
ness of public organizations and public management. O”Toole (1999, p. 44) defines
networks as “structures of interdependence involving multiple organizations or
parts thereof, where one unit is not merely the formal subordinate of the others
in some larger hierarchical arrangement.” Such situations do not involve typical
or traditional chains of command and hierarchical authority. For managers, the
lines of accountability and authority are loosened, and the management of a net-
work requires more reliance on trust and collaboration than programs operated
within the hierarchy of one organization (O’ Toole, 1999). Managers also face vary-
ing degrees of responsibility to activate, mobilize, and synthesize networks
(McGuire, 2002).

In addition to altering the roles of managers, networks bring up new ques-
tions about assessing effectiveness and achieving it, and researchers have devel-
oped new and important insights about such matters. For example, Provan and
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Milward (1995) analyzed the mental health services of four urban areas in the
United States. They found that these services were provided by networks of dif-
ferent organizations, each of which provided some type of service or part of the
package of mental health services available in the area. Quite significantly, vir-
tually none of the organizations was a government organization. The govern-
ment—the federal government for the most part—provided most of the funding
for the mental health services in these areas, but networks of private and nonprofit
organizations provided the services.

The researchers pointed out that for such networks of organizations, a real
measure of effectiveness should not be focused on any individual organization. In-
stead, one must think in terms of the effectiveness of the entire network. Provan
and Milward focused on clients in measuring the network’s effectiveness, using
responses from clients, their families, and caseworkers concerning the clients’ qual-
ity of life, their satisfaction with the services of the network, and their level of func-
tioning. They then examined the characteristics of the network in relation to these
measures of effectiveness. They found that the most effective of the four mental
health service networks was centralized and concentrated around a primary or-
ganization. The government funds for the system went directly to that agency, which
played a strong central role in coordinating the other organizations in delivering
services. This finding runs counter to the organic-mechanistic distinction discussed
in earlier chapters, which suggests that decentralized, highly flexible arrangements
are most appropriate (Provan and Milward, 1995, pp. 25-26).

More recently, Milward and Provan (1998, 2000) have developed the findings
of their study into principles about the governance of networks. They conclude
that a network will most likely be effective when a powerful core agency integrates
the network, the mechanisms for fiscal control by the state are direct and not frag-
mented, resources are plentiful, and the network is stable. In addition, they have
further developed ideas about how one must evaluate networks, pointing out that
assessing the effectiveness of networks requires evaluation on multiple levels. Eval-
uators must assess the effectiveness of the network at the community level, at the
level of the network itself, and at the level of the organization participating in the
network. Given the continuing and growing importance of networks, we can ex-
pect continuing emphasis on developing concepts and frameworks such as these.

Managing Goals and Effectiveness

A reason to review this material on goals and effectiveness fairly early in the book,
before the chapters that follow, is to raise basic issues concerning the goals of pub-
lic organizations that allegedly influence their operations and characteristics. In
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addition, the concepts and models of effectiveness provide a context and basic
theme for the topics to be discussed. The complications with these concepts and
the absence of a conclusive model of effectiveness raise challenges for researchers
and practicing managers alike. The next chapter and later chapters show how im-
portant these challenges are, however, and provide examples of how leaders have
addressed them. Later chapters provide examples of mission statements and ex-
pressions of goals and values that members of public organizations have devel-
oped. The next chapter discusses strategic management, decision making, and
power relationships that are part of the process of developing and pursuing goals
and effectiveness. Later chapters discuss topics such as organizational culture and
leadership, communication, motivation, organizational change, and managing for
excellence—all topics that relate to goals and effectiveness. As Figures 1.1 and 1.2
in Chapter One indicate, a central challenge for people in public organizations
1s the coordination of such issues and topics in pursuit of goals and effectiveness.

Effectiveness of Public Organizations

As noted at the outset of this book and this chapter, beliefs about the effectiveness
of public organizations, and about their performance in comparison to business
firms, are important parts of the culture of the United States and other countries.
These beliefs and perceptions have influenced some of the major political devel-
opments in recent decades, and one could argue that they have helped shape the
history of the United States and other nations. The preceding sections show, how-
ever, that assessing the effectiveness of organizations involves many complexi-
ties. Assessing the performance of the complex populations of organizations is
even more complicated.

Chapter Fourteen returns to the topics of the effectiveness of public organi-
zations and their effectiveness compared to private organizations. It argues that
public organizations often operate very well, if not much better than suggested by
the widespread public beliefs about their inferior performance indicated in pub-
lic opinion polls. Chapter Fourteen makes this argument before covering addi-
tional ideas about the effective leadership and management of public
organizations, claiming that public managers and leaders often perform well in
managing goals and effectiveness.
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CHAPTER SEVEN

FORMULATING AND
ACHIEVING PURPOSE

Power, Strategy, and Decision Making

D uring the administration of the first President George Bush, major news-
papers carried reports on a controversial aide to the secretary of the Depart-
ment of Housing and Urban Development (HUD) who had gained power in
the department. The reports claimed that the aide had little background in hous-
ing policy and had received her appointment because she came from a prominent
family. According to the reports, the secretary of HUD had inattentively allowed
her to make heavy use of his autopen—an apparatus that automatically signs the
secretary’s name—to influence major decisions on funding and agency policies.
She garnered support from members of Congress by channeling projects and
grants to their constituencies. She also allegedly used the authority of the secre-
tary to move trusted associates into key positions in the agency, where they could
give her early information about the unit heads’ plans so she could devise ways to
overrule them and channel their projects toward her supporters. In spite of her
maneuvering, however, when she was nominated for the position of assistant sec-
retary of HUD, Congress would not confirm her appointment because of her lack
of credentials and qualifications. Ultimately, her influence on spending decisions
in a housing rehabilitation program received intense scrutiny from federal audi-
tors and news reporters and brought a deluge of bad publicity and legal problems
(Maitland, 1989; Waldman, Cohn, and Thomas, 1989).

In a similar but less serious episode years later, the inspector general (IG) of the
U.S. Department of Health and Human Services drew criticism over allegations

151



152

Understanding and Managing Public Organizations

that she had driven many experienced, long-term career civil servants out of the
IG office into retirement or into positions in other agencies. Critics claimed that
she had ousted these career officials by treating them abrasively and giving them
trivial duties. Defenders claimed that the IG was simply assuring the loyalty of her
staff. Whether or not the criticisms were valid, the coverage of these criticisms,
even in the Wall Street jJournal, an often conservative periodical, indicates the care
that governmental executives need to exercise in using their power and author-
ity (Lueck, 2002).

In 1997-1998, the Congress was developing legislation mandating major
reform and restructuring of the Internal Revenue Service. A Senate committee
held hearings in which taxpayers testified about serious abuses by IRS revenue
agents. The hearings received extensive coverage in the media. Senators used the
hearings to justify writing into the IRS legislation requirements for immediate ter-
mination of any IRS agent who committed any of a set of specified abuses of tax-
payers. An investigation by the U.S. General Accounting Office would later find
that most of the allegations about abuses were exaggerated or inaccurate. Never-
theless, IRS employees referred to the set of termination provisions as the “deadly
sins,” and uncertainty over how they would be enforced led to a sharp drop in tax
collection and enforcement actions, and a decline in morale. Conversely, in in-
terviews with researchers, some executives within IRS observed that the situation
probably strengthened the power and authority of the new IRS commissioner
to carry out the reforms mandated by Congress, by convincing IRS employees
and stakeholders of the need for drastic change to improve the agency’s rela-
tions with political officials, citizens, and taxpayers. As described further in later
chapters, the commissioner would later receive praise from all major stakehold-
ers—the major union, members of Congress, the press, professional groups, and
others—for his leadership of the reform process and the skillful way in which he
developed and used his authority in the change process.

People in organizations have varying degrees of power and authority. Whether
or not people like to think about attaining power, they need to consider the mat-
ter because only with some power can they pursue valuable goals and patterns
of effectiveness of the sort discussed in the last chapter. Also, people may abuse
power, using it in destructive or improper ways, and others have to use their power
to stop the abuses. As the examples just presented indicate, the very definition and
identification of what constitutes an abuse depends on the distribution of power
among those who want to influence that definition.

Also, people need power and authority to participate in making decisions and
in carrying them out, as with the decisions in the IRS about how to carry out
the reforms. Organizations exist, in a sense, as ongoing systems of decision making.
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Herbert Simon (1948), a Nobel Laureate in economics as well as one of the most
influential scholars in organization theory and public administration, treated de-
cision making as the central concept in organizations and management.

As described in earlier chapters, the most prominent trend in decision mak-
ing in public organizations in the last two decades involves strategic planning. The
Government Performance and Results Act of 1993 (GPRA) requires all federal
agencies to create strategic plans. Most states have similar legislation, and many
local governments have developed strategic plans. The framework presented in
the first chapter indicates that organizational leadership teams lead the develop-
ment of strategies aimed at achieving goals. When effective, the strategy-building
process links the organizational environment, goals and values, structure, processes,
and people in the pursuit of organizational performance and effectiveness. To de-
velop and carry out strategies, the members of the organization must exert their
influence within it. They have to manage and work with internal power relation-
ships and decision-making processes. As earlier chapters have emphasized, all of
the topics and parts of the framework and definition from Chapter One are re-
lated to each other and mutually influential. This chapter describes concepts, the-
ories, and research that experts and scholars on organizations have developed
about three of these topics—power, strategy, and decision making—and sug-
gests applications and examples for public organizations and their management.

Power and Politics Inside Organizations

As the examples show, external power and politics influence internal power and
politics. Political scientists have long recognized the role of external politics in de-
termining the power of public organizations, and that units within the government
bureaucracy engage in power struggles and turf warfare (Meier, 2000; Wilson,
1989). Yet aside from case descriptions, political scientists have paid little attention
to power relationships within individual public organizations. Writers on manage-
ment have started looking at power within organizations only recently, but they
have done more to analyze it than political scientists have. As discussed in other
chapters, early management theories depicted managers as basing their decisions
on rational choices and optimal alternatives. Researchers increasingly realized,
however, that politics and power relationships figure importantly in all organiza-
tions (Pfeffer, 1981, 1992; Hall, 2002). Some theorists have made a point of claim-
ing that the politics in business firms and the politics in government agencies are
very similar to each other (Yates, 1985). They have warned managers of the dan-
gers of overlooking power and politics within their organizations, and they have
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exhorted managers to assess these dimensions of their settings. They have also dis-
cussed power in a positive sense, as necessary to performing effectively and, when
shared, as a means of motivating people (Kanter, 1987; Block, 1987).

Over the years, scholars and other observers have claimed that the many rules
and controls imposed on public organizations by external authorities and politi-
cal actors weaken the authority of public sector managers. Political alliances
among people in agencies, interest groups, and legislators further weaken the
authority of higher-level executives. This situation suggests that in spite of the
claims of management writers that business firms resemble public agencies in such
matters, issues of power and influence are more complex for government man-
agers. At the same time, rather paradoxically, observers typically depict the pub-
lic bureaucracy as quite powerful. So, although they are constrained in many ways,
public managers clearly can attain considerable power and authority within their
organizations.

Public managers also vary in power, just as agencies do. Agency power can
be enhanced by a number of factors: strong, well-organized constituencies; skill-
ful leadership; organizational esprit de corps or cohesion (a relatively strong com-
mitment to the agency and its role, as with the Forest Service or the Peace Corps);
and expertise—specialized technical knowledge required for the delivery of a ser-
vice that the public values highly (Meier, 2000; Rourke, 1984). These factors in
turn determine the power of people and units within public organizations.

Bases of Power in Organizations

The HUD official’s inability to attain sustained, successful power raises the ques-
tion of how one does so. Social scientists usually refer to French and Raven’s ty-
pology of the bases for power in groups (1968): reward power is the power to confer
or withhold rewards that others want, such as pay; coercive power comes from the
ability to take forceful action against another person; a person has referent power
over others if they see him or her as someone they wish to be like, as a standard
for them to emulate; expert power derives from the control of knowledge, infor-
mation, and skills that others need; and a person holds legitimate power if others
accept his or her authority to tell them what to do.

These types of power have important implications for managers. One might
think of coercive power as the ultimate mode of influence. The capacity to tax,
arrest, imprison, and execute individuals is a fundamental attribute of govern-
ment. These powers justify strong controls on public organizations, which often
have a coercive character themselves. As for their own leadership behaviors, how-
ever, public managers need to recognize that management theorists have long em-
phasized the relative clumsiness and costliness of coercive power (Etzioni, 1975).
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Forcing and threatening people require costly vigilance and oversight and can
make enemies.

Managers may have authority to coerce, but their real challenge lies in find-
ing ways to reward (Barnard, 1938). As Chapter Ten describes, public managers
face particular constraints on their power over certain rewards. They may have
some legitimate authority because of their rank and position, but they also have
to maintain a less formal legitimacy in the eyes of their subordinates and external
authorities. Managers must invest heavily in setting a good example and per-
forming well in order to obtain referent power and expert power. For all the pol-
itics that surrounds public managers, experienced officials and observers still report
that a public administrator’s skill, integrity, experience, and expert knowledge can
give him or her a positive form of power over both members of the organiza-
tion and external authorities.

The HUD official described earlier rewarded certain supporters, illustrating
the importance of political alliances. Yet her relatively coercive treatment of some
agency officials probably contributed to her ultimate troubles. Also, she allegedly
abused legitimate power (the secretary’s autopen) and she lacked sufficient legiti-
mate, expert, and referent power to sustain her position. Later chapters provide
examples of more effective approaches that also involve development of con-
stituencies but entail a more effective vision of a contribution to society, a vision
sustained by a reputation for expertise and integrity (Chase and Reveal, 1983;
Cohen and Eimicke, 1995; Doig and Hargrove, 1987; Hunt, 1999; IBM En-
dowment for the Business of Government, 2002).

Dependency and Strategic Contingencies

In analyzing power, organization theorists have also drawn on the concept of de-
pendency—how much a person or group must rely on another person or group
for resources. Groups and units that have the most to do with obtaining key re-
sources for their organization gain power. Studies of business firms have found
that their members rate the sales and production divisions of their firms as the
most powerful units (Kenny and others, 1987; Perrow, 1970a). Businesses depend
on these units to produce and sell the products essential to bringing in money.
Other people can also depend on a person or unit for information, completed
tasks, and services.

Similarly, power accrues to units that manage strategic contingencies, or the fac-
tors and events that figure crucially in the operations of the organization and its
ability to achieve goals (Hickson and others, 1971; Daft, 2001). Units that handle
the biggest problems facing the organization gain power. Earlier chapters discussed
the central role of environmental uncertainty in recent analyses of organizations;
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strategic contingencies include circumstances that impose major uncertainties on
an organization, and those who handle these uncertainties become important.
Nothing illustrates the influence of a strategic contingency more than the intense
national concern with terrorism and homeland security since the attack on the
World Trade Center, and the amount of attention the federal government has
paid to the formation of the Department of Homeland Security to confront this
contingency.

The study by Kenny and his colleagues (1987) further suggests that these con-
cepts apply to public organizations, but with important distinctions. They ana-
lyzed major decisions in thirty public and private organizations in Great Britain.
The private organizations included manufacturing and service firms. The public
group included local governments, health districts, and state-owned enterprises
such as a chemical manufacturer and an airline (both nationalized in the United
Kingdom). The researchers asked managers of both types of organizations which
internal and external units were involved in major decision making and how much
influence these units had. The two groups had similar patterns of unit involve-
ment. For example, accounting, auditing, and production units were most fre-
quently involved in making major decisions. In the public organizations, however,
external government agencies became involved much more often. Sales, market-
ing, and production units had a great deal of influence in both groups. In the pub-
lic organizations, adjudication units—committees or commissions that decide
on resources and policies, such as a health services district commission—had the
strongest influence rating. Yet this type of unit approached having the lowest
rating in the private organizations. Surprisingly, external government agencies
were also rated as having little influence in the public organizations, in spite of
their frequent involvement, but as being very influential in the private organiza-
tions. The authors suggest that this might mean that public sector managers
take for granted the influence of external agencies, while business managers react
more sharply to government interventions.

Opverall, the study indicates that units that produce and distribute primary
goods and services wield strong influence in both types of organizations. Even in
public organizations with a high market or client orientation, such as those in the
study—government manufacturers, a health district, and so on—the institutional
authority of government affects internal influence patterns and external agencies
often become involved. The strong role of adjudication units in public organiza-
tions reflects the authority conferred on them by the institutions of government. In
the organizations studied, those units also handle key strategic dependencies by
representing external constituencies and making policy decisions. Later we will see
that the same researchers also found that the strategic decision-making processes
of the public organizations also reflect the effects of their public sector status.
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Power at Different Organizational Levels

Management experts also consider how people at different levels and in differ-
ent units obtain power. Daft (2001) points out that top managers have a variety of
sources of power. They have considerable authority by virtue of their formal
position, such as authority to control key decisions. They can also influence allo-
cation of resources. In government agencies, in spite of external constraints and
politics, the agency heads usually exert considerable influence over funding for
subunits and allocation of other key resources, such as personnel. Top managers
can control decision premises—fundamental values or principles that guide decision
making—and information (Simon, 1948). A new director of the law enforcement
department in a large state found a strong emphasis on hierarchical authority and
communication in the department. He wanted to develop a climate of more open
communication, in which employees could express their opinions and make sug-
gestions. The director made it clear to his managers that the agency would adopt
these orientations through open-door policies, improved communications, and
other steps. This position became a guide for decision making by the other man-
agers. The director established guidelines on how to respond when an employee
asks to speak to a manager—“You listen!” The basic premise behind the agency’s
decision-making procedure now guides subsequent, more specific decisions. (Later
chapters provide further examples of managers’ efforts to communicate major
values and premises to others.)

Top managers can also take advantage of network centrality. They occupy the
center of networks of information, personal loyalty, and resource flows. The HUD
official placed loyal associates in key positions to develop an information network.
This worked effectively until deficits in other dimensions of her power eroded her
position (Maitland, 1989).

Lower-level members of an organization can have substantial power as well.
They may serve as experts on key tasks. They can obtain influence through effort,
mnterest, informal coalitions (such as those formed by groups of friends), or formal
organizations (such as unions). They can use rules and other organizational norms
to their advantage. In his analysis of “street-level” government service providers,
Lipsky (1980) points out that they have considerable autonomy. Givil service rules,
vague performance measures, and extensive rules governing service delivery con-
strain higher officials’ authority over them.

Middle managers have some of the influence potential of both executives and
lower-level employees. Management experts interested in empowerment as a
means of making managers more effective have lately focused increased attention
on these managers (Kanter, 1987; Block, 1987). These authors often focus on busi-
ness firms, but empowerment also has intriguing implications for public agencies.
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Middle managers occupy positions below corporate vice presidents or major di-
vision and department heads. In government, this would include those below as-
sistant secretaries or major bureau heads, such as managers in GS 1315 positions
in the federal government.

Kanter (1987) argues that middle managers in business firms have so little
power that they cannot perform effectively. Many rules and routines govern their
work, and there are few rewards for innovation. They rarely participate in impor-
tant conferences or task forces. They lack resources and support to do useful things,
such as rewarding excellent subordinates or pursuing a promising initiative. Higher-
level managers must bestow a positive form of power on these middle managers.
They must relax rules, increase participation, assign important tasks, and reward
mnovation (Kanter, 1987). This sharing of power expands power, giving more peo-
ple in the organization the capacity and incentive to do good work. Later chapters
describe how excellent corporations and effective leaders employ such policies.

Empowerment has developed into such a widely used concept that it has
achieved buzzword status and is even referred to satirically in Dilbert cartoons. In
one, the boss announces that empowerment is the management concept of the era
and that he is empowering the employees. Dilbert and a fellow worker immediately
start trying to fire one another, while another employee rejoices over never hav-
ing to work hard again. While obviously meant to be amusing, the cartoon makes
a point that many management experts make—empowering people in the work-
place requires careful preparation, in such forms as training people and provid-
ing resources and organizational conditions to support their new roles (see, for
example, Yukl, 2001, pp. 106-109). In addition, research on empowerment in a
government human services agency found that empowerment is multidimensional.
It can involve such provisions as involvement in agency decisions, skill development,
job autonomy, and encouragement of creativity and initiative. The effectiveness of
these different provisions depends on the values and preferences of the employees.
(Petter and others, 2002).

Interestingly, Kanter’s analysis of problems in industry sounds like the com-
plaints about heavy constraints on managers in government. The proposed solution,
however, sometimes contrasts sharply with common approaches in government.
Elected officials and top agency executives often impose more rules to try to improve
performance and maintain control (Wilson, 1989; Lynn, 1981; Warwick, 1975),
as the Senate did in the IRS example at the beginning of this chapter. President
Reagan aggressively sought to disempower career federal civil servants (Durant,
1992; Golden, 2000), and political officials have made more recent efforts to exert
strong controls over the bureaucracy (Hedge and Johnson, 2002). As these ef-
forts indicate, the accountability pressures in government complicate empower-
ment approaches. Government officials face a serious challenge in finding ways
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to allow civil servants sufficient authority and participation to maintain a com-
petent and motivated public service (Volcker Commission, 1989; National Acad-
emy of Public Administration, 1986). In addition, officials continue various efforts
to build more flexibility into governmental management systems. In 2001, the
Bush administration launched such an initiative by advancing IFreedom to Man-
age legislation (Bush, 2001). The legislation stated the objective of providing
federal managers with “tools and flexibility” to manage areas such as personnel,
budgeting, and property management and disposal.

Power Among Subunits

Pfeffer and Salancik (1978; Pfeffer, 1992) apply similar thinking to the analysis
of power distributions among subunits. A department or bureau has more power
when there is greater dependency on it, when it has more control over financial
resources and greater centrality to the important activities of the organization,
when there is less substitutability of services (when others have few or no alterna-
tives to dealing with the unit for important needs), and when it has a larger role
than other units in coping with important uncertainties facing the organization.

Getting and Using Power

When they draw practical suggestions from this literature, management writers
offer advice such as this (Daft, 2001):

* Move into areas of great uncertainty or strategic contingencies facing the or-
ganization and play an important role in managing those areas.

 Increase other departments’ dependence on your own by making them depend
on you for key resources and information. Incur obligations by doing additional
work for others.

* Provide resources for the organization by bringing in money and other resources
from external sources.

* Build coalitions and networks with others by building trust and respect through
helpfulness and high motivation. Involve many people, including those who dis-
agree with you.

* Influence the premises behind decision-making processes by such means as in-
fluencing the flow of information about one’s department and shaping the
agendas of important meetings.

* Enhance the legitimacy and prestige of your position and department.

* Be reasonably aggressive and assertive, but be quiet and subtle about power is-
sues—do not make loud claims or demands about power.
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Suggestions as general as these certainly apply in most management settings.
Tor public management, they need to be interpreted in light of the points made
here about legitimate authority and external political authority.

Decision Making in Organizations

Decision-making issues are closely related to power issues, because power deter-
mines who gets to decide. The literature often suggests that, as with power is-
sues, public organizations should have distinct decision-making processes because
of factors different from those faced by private organizations, such as political in-
terventions and constraints and more diverse, diffuse objectives (Nutt, 1999, 2000).
The most recent evidence supports such assertions. Although this evidence shows
that the general decision-making processes of public organizations often resem-
ble those of private organizations, it also indicates that major decisions in public
organizations involve more complexity, dynamism, intervention, and interruption
than those in their private counterparts. These conditions help to explain why de-
mands for accountability and efficiency that have led to schemes for rationalizing
government decision-making processes have often failed. At the same time, how-
ever, public employees engage in much routine decision making that can be highly
standardized. This raises another key challenge for public managers—deciding
when to try to standardize and rationalize decision-making processes. Concepts
from general organization theory help in the analysis of this issue.

Many contemporary management scholars (such as Daft, 2001) have ana-
lyzed decision-making processes according to a contingency-theory perspective of
the sort described in Chapters One and Two. In some situations, managers can
successfully adopt highly rationalized decision-making processes. Other situations
involve too much uncertainty for such structured approaches and require more
complex, intuitive decision making,

Rational Decision-Making Models

Rationality has various meanings and dimensions, but in the social sciences, a
strictly rational decision-making process would involve the following components:

1. Decision makers know all the relevant goals clearly.

2. Decision makers clearly know the values used in assessing those goals and tar-
geting levels of attainment for them, so they also know their preferences among
the goals and can rank order them.
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3. Decision makers examine all alternative means for achieving the goals.
4. Decision makers choose the most efficient of the alternative means for maxi-
mizing the goals.

These strict conditions are seldom met except in the most simple of situations,
but we know that simple situations that require decisions come up all the time. A
bureau chief receives a careful committee report that demonstrates that three
alternative vendors can sell the bureau identical copying machines. The bureau
chief chooses the least expensive machine. To do otherwise would invite others to
question the chief’s competence, ethics, or sanity.

Rational Decision-Making Techniques in Public Organizations. Public agen-
cies apply techniques akin to those of scientific management when they have con-
sultants or in-house experts analyze work processes to design more efficient,
effective work procedures. The public service centers of the Social Security Ad-
ministration, for example, needed a system for keeping track, to prevent mis-
placement, of the huge number of client file folders that move around to various
employees who process the clients’ claims. Consultants working with the agency
developed a system for putting bar codes on the file folders so that the codes
can be read into the computer with a scanner wand at each work location. This
scan records the folder’s location and creates a record of the location of each file
within the system.

Similarly, management science techniques have wide applications in govern-
ment (Downs and Larkey, 1986). These techniques involve mathematical models
or other highly structured procedures for decision making. Linear programming,
for example, uses mathematical formulas to determine how many units of output
can be produced with given levels of inputs and thus the best mix of inputs for a
production process. Other mathematical techniques support design of workflows
and queuing processes. Many discussions of such techniques emphasize the greater
difficulty of achieving successful applications in government because of such fac-
tors as vague performance criteria and political interventions (Drake, 1972; Morse
and Bacon, 1967). In many technical areas of government work, however, these
techniques have applications that are just as useful as those in industry.

Many of the proposals for improving government operations over the past
several decades have advocated approaches that involve elements of rational de-
cision making (Downs and Larkey, 1986; Lynn, 1981). Lyndon Johnson issued a
presidential directive ordering that the planning and program budgeting system
(PPBS) be implemented in the budgeting processes of federal agencies. PPBS in-
volves a systematic process of organizing budget requests according to major
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programs, with the plans and objectives for those programs specified and justified.
Advocates proposed PPBS as a reform of previous budgeting techniques that con-
centrated on the items or activities to be funded and paid little attention to pro-
gram objectives. The Department of Defense had used the system with some
success prior to President Johnson’s order. Problems in implementing PPBS more
widely led, however, to the order’s cancellation a few years later.

When Jimmy Carter campaigned for president, he proposed the use of zero-
based budgeting techniques as a way of exerting greater control over federal
spending. These techniques involve looking at the requests for funding of vari-
ous activities as if their funding levels were zero. The idea is to force a systematic,
rational review of major commitments and possible reallocations rather than sim-
ply taking existing programs for granted. The procedure never came into use in
any significant way.

Others have proposed that the public sector can use management by objec-
tives techniques as well as the private sector does (Rodgers and Hunter, 1992).
These techniques involve careful negotiation and specification of primary objec-
tives for individuals and units, with performance evaluations concentrating on
whether those objectives have been achieved (Swiss, 1991). As with the techniques
discussed previously, debate goes on over prospects for using such a systematic and
explicit technique in public organizations (Bowsher, 1990).

Some public organizations use elements of these techniques, but attempts
to implement them widely have not been successful. Apparently the public sector
conditions of diffuse goals, political complications, and highly complex programs
often overwhelm such highly rationalized procedures. The GPRA requires fed-
eral agencies to produce strategic plans and performance plans that state their ob-
jectives, with reports on their success in accomplishing the objectives. This
requirement involves a version of a rational process, and Radin (2000) poses dif-
ficult questions about whether such a process can prove successful within the po-
litical and institutional context of government in the United States.

Rationality Assumptions and the Behaviors of Public Managers and Officials.
Another role that the concept of rationality has played in analyzing public orga-
nizations revolves around its use to interpret the behavior of public managers and
other government officials. “Public choice” economists have developed a body
of theory using approaches typical in economics to analyze how citizens and of-
ficials make political decisions. They argue, for example, that in political just as in
economic contexts, individuals rationally maximize utility. Voters vote in their own
self-interest, and political officials in essence try to buy votes by providing the gov-
ernment programs and services that voters want. Because no market process en-
sures that one has to pay directly for the goods and services one receives, groups
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of voters use the political system to benefit themselves at the expense of others.
They demand that their elected officials give them services and subsidies that
they need, sometimes shifting to other voters much of the burden of paying for
them. When these theorists turn to the public bureaucracy, they suggest similar
problems. In some of the most prominent, widely cited academic works on pub-
lic bureaucracies, they suggest that government organizations strive for ever greater
budgets (Niskanen, 1971) and tend toward rigidity (Downs, 1967) and informa-
tion distortion (Tullock, 1965).

Evidence about these assertions has accumulated, and some of it supports
them. Clearly, these assertions refer to serious challenges for public managers and
potential shortcomings of public agencies. The evidence and careful assessment
of the assertions, however, also indicate that they are oversimplified and, as de-
pictions of many bureaucrats and public bureaucracies, simply inaccurate (Blais
and Dion, 1991; Bendor and Moe, 1985). Chapters Thirteen and Fourteen return
to questions about the performance of government agencies and their managers.
While acknowledging the severe performance problems that public agencies and
managers sometimes exhibit, those chapters also present evidence and assertions
that public agencies and their managers often perform very well.

The Limits of Rationality. Chapter Two describes how Herbert Simon (1948) ad-
vanced his observations about constraints on managers’ ability to follow highly ra-
tional procedures, especially in complex decision-making settings (see also Jones,
1999). Simon argued that for large-scale decisions, the deluge of relevant infor-
mation and uncertainties overloads the cognitive capacity of managers to process
it. Managers strive for rationality—they are tendedly rational. But cognitive limits,
uncertainties, and time limits cause them to decide under conditions of bounded ra-
tionality. They do not maximize in accordance with rationality assumptions; they
“satisfice.” They undertake a limited search among alternatives and choose the
most satisfactory of them after as much consideration as they can manage within
the constraints imposed by their situation. Cyert and March (1963) studied busi-
ness firms and found that they approached major decisions largely as Simon had
suggested. Rather than making decisions in highly rational modes, managers in
the firms followed satisficing approaches. They engaged in “problemistic
searches”—that is, they started searching for alternatives and solutions in relation
to problems that came up rather than in a systematic, explicitly goal-oriented way.
They also engaged in “sequential attention to alternatives,” turning from possi-
bility to possibility, looking at one alternative until they saw some problem with
it and then turning to another. They tended to use benchmarks and rules of thumb
rather than careful explication of goals and a strategy for maximizing them. For
example, without conclusive evidence to justify doing so, they might set a target
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of a 5 percent profit increase per year for the next five years, simply because that
1s almost what they have achieved in the past.

Contingency Perspectives on Decision Making

Current views of management typically follow this pattern of regarding strictly
rational approaches to decision making as applicable within relatively limited do-
mains of managerial activity. Where tasks and the operating context afford rela-
tively stable, clear, simple conditions, managers find such approaches feasible.
As conditions become more complex and dynamic, however, the deluge of in-
formation and uncertain conditions overwhelms procedures that require highly
explicit statements of goals and painstaking analysis of numerous alternatives.
More intuitive and experience-based judgment then comes into play, supple-
menting or supplanting highly rational procedures.

James Thompson (1967; Daft, 2001, p. 426) suggested a contingency frame-
work to express these variations. Decision-making contexts vary along two major
dimensions: the degree to which the decision makers agree on goals, and the de-
gree to which they understand means-ends or cause-effect relationships—that s,
the degree to which they have well-developed technical knowledge about how to
solve the problems and accomplish the tasks. Where both goal agreement and
technical knowledge are high, very rational procedures apply. The earlier exam-
ple about the Social Security Administration’s file tracking system illustrates a sit-
uation in which everyone agreed on the goals. Everyone wanted more efficient,
effective file tracking procedures. In addition, the consultants had well-developed
ways of analyzing the efficiency and effectiveness of the new file tracking system.
A rational procedure served very well.

The Internal Revenue Service deals each year with the problem of receiv-
ing a flood of tax returns and extracting and sorting them correctly. State de-
partments of motor vehicles and the U.S. Social Security Administration process
many routine applications and claims every day. In decisions about activities such
as these, management science techniques and other forms of highly rationalized
analysis have valuable applications (as long as they are properly implemented, in
a humane and communicative fashion). For example, the U.S. Navy once effec-
tively implemented a planned maintenance system with elaborate scheduling
charts that directed when the various pieces of machinery and equipment on a
ship should receive maintenance. Instruction cards detailed the maintenance tasks
to be performed and included a system for recording the completion of tasks. In
effect, the ships followed a strict recipe for maintenance.

At the other end of the scale, where decision makers have no clear consensus
on goals and little clarity as to the technical means of achieving them, one can
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hardly follow a simple blueprint. Measurement, mathematical models and analy-
sis, and strict guidelines for decisions become more tenuous. Under these condi-
tions, managers engage in more bargaining and political maneuvering and more
intuitive, judgmental decision making.

Incremental Decision-Making Processes

Much more in political science than in management, scholars have debated
whether government decision-making processes follow an incremental pattern. This
perspective on public sector decisions has features similar to those of the bounded
rationality perspective and has similar intellectual origins. Incrementalism in de-
cision making means concentrating on increments to existing circumstances, or
relatively limited changes from existing conditions. Those who regard the poli-
cymaking process as having this characteristic argue that major, wrenching changes
to federal budget categories seldom receive much consideration. Instead, the of-
ficials formulating the budget concentrate on the limited increments, up and down,
proposed in any given year. Policymakers restrict the size of the changes they pro-
pose. The bigger the change, the more opposition they stir up and the more com-
plex becomes the task of analyzing the change.

Political scientists have debated intensively over whether incrementalism ac-
curately characterizes the policymaking and budgeting processes. In addition, they
debate its desirability. Some argue that incremental processes stimulate useful bar-
gaining among active political groups and officials, and guard against ill-consid-
ered radical changes. Others complain that they make the policymaking and
budgeting processes too conservative and shortsighted and too supportive of ex-
1sting coalitions and policies.

The debate has become mired in difficulties about what is meant by an in-
crement—nhow large a change has to be to be large. It has led to the conclusion,
however, that policy and budgetary changes tend to be incremental but are not al-
ways. Tairly drastic cuts in some portions of the federal budget during the Rea-
gan administration, along with fairly sharp increases in military spending, illustrate
that regardless of how one identifies an increment, cuts or increases can greatly
affect public managers and their agencies (Rubin, 1985). More generally, however,
the decision-making processes of public organizations play out within these larger
incremental policymaking processes. Policy changes that agencies initiate or that
influence them involve a complex interplay of political actors tugging and haul-
ing over any significant change.

In fact, these aspects of the governmental context lead to prescriptions for
using incremental approaches as the most feasible alternative. Charles Lindblom’s
article “The Science of Muddling Through” (1959) is a classic statement of this
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perspective. He notes that the requirement for political consensus and compromise
results in vague goals for public policies and programs. In addition, public ad-
ministrators carrying out these policies must maintain political support through
public participation and consensus building. They have to remain accountable to
elected officials, who usually have less experience than they do. As a result, stated
goals and ends for policies provide little clarity, and means become inseparable from
ends. Administrators find it difficult or politically unacceptable to state a precise so-
cietal impact for which a program aims. They must identify a package of means
and ends that can achieve political consensus and support. Far-reaching, original
procedures and goals evoke particularly strong opposition and usually must be mod-
ified if support is to be maintained. In addition, the need for political support often
outweighs such criteria as efficiency and substantive impact. Thus, in formulating
their packages of means and ends, administrators must strive for satisfactory de-
cisions—that is, they must satisfice—after examining a relatively limited set of al-
ternatives. Often they rely heavily on past practice. A good deal of intelligence may
enter the decision-making process through the involvement of many groups, ex-
perts, and officials. Generally, however, the approach involves avoiding major de-
partures and concentrating on relatively limited, politically feasible steps. One can
see why critics worry about the implications of such an approach (Rosenbloom,
2001). It can lead to unduly conservative decisions, and it can favor politically in-
fluential groups over disadvantaged and less organized groups.

Mixed Scanning. Etzioni (1967, 1986) proposed an approach aimed at reaching
a compromise between the extreme versions of rational decision making and in-
crementalism. He argued that administrators and other officials make both deci-
sions that have large-scale, long-term implications and decisions of more limited
scope. The latter decisions often follow major directions already selected by the for-
mer. Etzioni suggested that decision makers strive, through “mixed scanning,” to
recognize the points at which they concentrate on broader, longer-range alterna-
tives and those at which they focus on more specific, incremental decisions that are
a part of larger directions. Decision makers need to mix both perspectives, taking
the time to conduct broad considerations of many major issues and alternatives to
prevent the shortsightedness of incrementalism. Yet such broad scans cannot in-
volve all the comprehensive analysis required by highly rational models; thus, more
intensive analysis must follow on decisions within areas of pressing need.

Logical Incrementalism. Quinn (1990) suggested a pattern of logical incremen-
talism in which long-range strategic decisions set a framework for incremental steps
aimed at carrying out the broader objectives. Focused mainly on business organi-
zations, the approach involves careful consideration of long-range, general priori-
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ties. Implementing these priorities, however, involves limited, experimental steps.
Decision makers must recognize that the priorities need adaptation and that com-
promise remains important. These suggestions are consistent with some prescrip-
tions for successful large-scale change in organizations discussed in Chapter Thirteen.

An Incremental Model of Decision-Making Processes Within Organizations.
Political scientists usually apply the concept of incrementalism to the process of
creating broad public policy. Mintzberg, Raisinghani, and Theoret (1976) studied
twenty-five major decisions in organizations and formulated an incremental model
of decision-making processes. The model depicts decisions, even major ones, as in-
volving numerous small, incremental steps moving through certain general phases.
“Decision interrupts” can occur at any of these phases, causing the process to cycle
back to an earlier point. The identification phase involves recognizing the problem
and diagnosing it through information gathering. Then, in the development phase,
a search process that identifies alternatives is followed by design of a particular
solution. Finally, in the selection phase, the solution is evaluated, and through an au-
thorization step the organization makes a formal commitment to the decision.

This process seldom flows smoothly. Decision interrupts at any of the steps
make the decision-making process choppy and cyclical rather than smooth and
carefully directed. An internal interruption may block diagnosis of a problem.
Even when a solution has been designed, a new option may pop up and throw the
process back. For example, a new executive may come in and refuse to authorize
a decision that is otherwise ready for implementation, or an external interruption
such as a government mandate may cause higher executives to push a proposal
back for further development.

This incremental decision-making model has been used in research com-
paring private managers with managers from public and nonprofit organizations.
Schwenk (1990) used it to analyze managers’ perceptions about decision processes
in their organizations. He found that compared to private business managers, pub-
lic and nonprofit managers reported more interruptions, recycling to earlier phases,
and conflicts in the decision processes in their organizations. This evidence of dif-
ferences in decision-making processes between public and private organizations
1s consistent with the results of other research, such as the study by Hickson and
others (1986) discussed later in this chapter.

The Garbage Can Model

The tendency to regard major organizational decisions as complex and dynamic
rather than smoothly rational now dominates the management literature. It
reaches its apex in the garbage can model. 'This metaphor comes from the observation
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that decisions are made in organizations when particular decision-making op-
portunities or requirements arise. Like garbage cans, these instances have a di-
verse array of material cast into them in a disorderly fashion. As noted earlier,
James March participated in research validating Simon’s observations about con-
strained rationality in organizational decisions (Cyert and March, 1963). March
and his colleagues also observed that organizational decisions involve much more
mternal political activity than is generally supposed, with extensive bargaining and
conflict among coalitions (March, 1962; Pfeffer, 1982).

These observations evolved into the garbage can model, which holds that in
organizational decision-making processes, participation, preferences, and tech-
nology (know-how;, techniques, equipment) are ambiguous, uncertain, and rapidly
changing. These conditions tend to occur especially in “loosely coupled” organi-
zations such as universities and many government agencies (Weick, 1979; March
and Olsen, 1986). The members and units have loose control and communication
with one another. It is often unclear who has the authority to decide what and for
whom. In addition, people may loosely engage even with very important issues,
because other matters preoccupy them. People come and go in the organization
and in decision-making settings such as committees. Problems and potential so-
lutions come and go as well as conditions change. Choice opportunities also come
up—a committee may look for decisions to make, or a manager may look for work
to do. A solution may go looking for a problem: a promising alternative may be-
come available that virtually begs for some type of application, or a person or
group may have a pet technique that they want to find a way to use. Thus, prob-
lems, decision-making participants, solutions, and choice opportunities flow along
in time relatively independent of one another.

Decision making occurs when these elements come together in a way that is
conducive to making a decision—the right problem arises when the right deci-
sion-making participants are receptive to an available solution, all coming together
in a choice opportunity. The model emphasizes that the linkages between these
elements are more temporal than consequential; that is, they result as much from
coincidence as from rational calculation (March and Olsen, 1986).

The model has considerable intuitive appeal; anyone who has worked in a
complex organization knows of chaotic or accidental decisions. In addition, a
number of studies have found that the model accurately depicts decision-making
processes in a variety of organizations. March and Olsen (1986) stress that they
intend the model not as a replacement for other perspectives on decision mak-
ing but as a supplement to them, thus implying that they do not claim that it
perfectly accounts for all decision-making processes and contexts. They do not
rule out relatively rational approaches in certain instances. In addition, they point
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out that the model does not imply that all decisions involve unavoidable bedlam
and chaos. Dominant values and norms, historical contexts, leaders with a firm
sense of mission, and other factors can guide or bias decisions in systematic ways.

The proponents of the model do not state very clearly just where and when
it applies. Early on in their theoretical work, they suggested (without explaining)
that the model applies mainly to public and educational organizations (March and
Olsen, 1976; Cohen, March, and Olsen, 1972). Most of the applications appar-
ently have concentrated on educational and military organizations and courts. Yet
at times the proponents also suggest that it applies to business firms and generally
to all organizations (March and Olsen, 1986, p. 12). Critics have attacked the
garbage can model for remaining too metaphorical, imprecise, and internally con-
tradictory to support scientific progress (Bendor, Moe, and Shotts, 2001), although
not surprisingly the developers of the perspective disagree (Olsen, 2001). Still, the
model has important implications for public management. As discussed shortly,
Hickson and his colleagues (1986) found that this type of decision-making process

occurs more frequently in public organizations than in private firms.

Strategic Management

Although most experts on managerial decision making emphasize the rather
chaotic nature of the process, by no means do they deny that managers do and
should engage in purposeful, goal-oriented actions. As described in earlier chap-
ters and in earlier sections of this chapter, the topic of strategic management
has advanced prominently in recent decades, and government agencies at all
levels engage in strategic planning (Berry and Wechsler, 1995). The concept of
strategy comes from the idea of military strategy, of using the resources and
strengths of a military force to achieve goals—military victory, usually—by form-
ing plans and objectives and executing them. The concept is more attractive than
similar rubrics, such as planning and business policy, because of this emphasis on
assessing one’s own general goals, one’s strengths and weaknesses, and the exter-
nal threats and opportunities that one faces in deploying one’s forces to best ad-
vantage in pursuit of those goals.

Prescriptive Frameworks for Strategic Management

Management consultants and experts propose a variety of approaches for devel-
oping strategy. Bryson and Roering (1996) provide an excellent summary of eight
major approaches to strategic planning that provides more depth and detail on
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the models mentioned in this discussion. Bryson (1995) concludes that managers
can apply virtually all of them in the public sector (although with several provisos,
discussed shortly). Some of the models, such as that of the Boston Consulting
Group, focus on high-level corporate decisions about the relative priority of the
corporation’s business activities. The Boston Consulting Group’s “portfolio model”
exhorts executives to treat the mix of business units in a large corporation as if
they represented stocks in an individual’s portfolio of assets. Executives assess the
business units in the corporation on two dimensions—market growth and size of
market share. The units high on both of these dimensions are “stars”; they should
recelve priority attention and reinvestment of profits. Units with small shares in
slow-growing markets—Ilow on both key dimensions—are “dogs” and candidates
for divestiture. Mixed situations provide opportunities for strategic shifting of re-
sources. A unit with a high market share in a slowly growing market brings in a
lot of money but does not have strong growth prospects. These activities should
be treated as “cash cows” and used to provide resources for units that provide
growth opportunities. Units that are in a rapidly growing market but not yet in
command of a large share of it should be considered for infusions of resources
from other units, especially the cash cows. The approach sounds cutthroat, but
it actually emphasizes synergy—the effective meshing of all the activities in an or-
ganization to produce overall gains beyond what the activities would gain as the
sum of their independent operations.

Ring (1988) applied a modified portfolio model to public sector strategy mak-
ing. He used “tractability of the problem” and “public support” as the key di-
mensions. Where problems are manageable and public support is high, public
managers can seck to gain resources that they can then use to deal with more dif-
ficult policy problems in settings where public support is high but the problem is
very difficult to solve. Where public support and tractability are both low, public
managers simply seek to shift the priority away from those problems. Similarly,
Rubin (1988) suggests that strategic patterns will differ according to whether the
time horizon for the policy issue is long or short and whether the policy plays
out within a disruptive or an anticipated environment.

Other approaches emphasize different levels and issues (Bryson, 1995). Strate-
gic planning systems propose methods for formulating and implementing strategic
decisions and allocating resources to back them up across units and levels of an
organization. Stakeholder management approaches analyze how key stakeholders eval-
uate an organization and form strategies to deal with each stakeholder. (Stake-
holders include individuals or groups who have a major interest in an organization,
such as unions, customers, suppliers, and regulators.) Competitive analysis approaches
analyze major forces acting on an industry, such as the power of buyers and sup-
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pliers, the prospects for substitute products, and competition in its markets. The
aim 1s to gain competitive advantage through such strategies as differentiating one-
self from competitors and selecting the segments of an industry in which one
should compete (Porter, 1998). Strategic 1ssues management focuses on identifying major
issues that appear crucial to an organization’s ability to achieve its objectives and
deciding how a working group in the organization will respond to these issues and
resolve them. Process strategies and strategic negotiation approaches treat strategic de-
cision making as a highly political process and prescribe ways of managing the
constant bargaining required. Similarly, logical incrementalism, as described earlier,
emphasizes the incremental nature of strategic decisions and ways to guide bar-
gaining along a consistent path. (For more detail, see Bryson, 1995, and Bryson
and Roering, 1996.)

Applications of Strategic Management in the Public Sector

Numerous frameworks for strategic management in the public sector are now avail-
able (Bryson, 1993; Bryson and Roering, 1996; Nutt and Backoff, 1992). They
tend to involve a version of the Harvard Policy and Stakeholder model of strate-
gic planning (Berry and Wechsler, 1995), which focuses on such procedures as
strategic issue management, stakeholder analysis, environmental scanning, and
SWOT analysis (described shortly). The procedures prescribed by scholars and
consultants usually begin with a planning and organizing phase. A strategic man-
agement group (SMG) typically manages the process and must agree on who will
be involved, how the strategic analysis will proceed, and what the group expects
to achieve. Usually the procedure requires a structured group process and a fa-
cilitator—a consultant skilled in helping groups make decisions. The facilitator
often asks members of the group to list their views about important points, such
as stakeholders, opportunities, and threats. Then the group members follow a pro-
cedure for synthesizing their views, such as the nominal group technique described
in Chapter Twelve.

The SMG usually begins with a preliminary assessment of the history and
current status of the organization to produce a general statement of the organi-
zation’s mission, such as those provided in Exhibit 7.1. Bryson (1995) suggests that
for public organizations this step requires a careful review of the organization’s
mandates—the requirements imposed by external authorities through legisla-
tion and regulations. This review can clarify what external authorities dictate and
can also provide insights about new approaches. For example, representatives of
a public hospital who interpret their mandate as forbidding competition with pri-
vate health services may find upon review that they have the authority to do so.
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EXHIBIT 7.1. VISION, MISSION, AND
GOAL STATEMENTS OF GOVERNMENT ORGANIZATIONS.

From U.S. Department of Transportation
2002 Strategic Plan
Vision
A visionary and vigilant Department of Transportation leading the way to
transportation excellence and innovation in the twenty-first century
Mission
Serve the United States by ensuring a safe transportation system that furthers our
vital national interests and enhances the quality of life of the American people
Strategic Goals
Safety: Promote public health and safety by working toward the elimination of transporta-
tion-related deaths and injuries

Mobility: Shape an accessible, affordable, reliable transportation system for all people, goods,
and regions

Economic growth: Support a transportation system that sustains America’s economic growth

Human and natural environment: Protect and enhance communities and the natural environ-
ment affected by transportation

National security: Ensure the security of the transportation system for the movement of peo-
ple and goods, and support the National Security Strategy
Organizational Excellence Goal
Advance the Department’s ability to manage for results and innovation
From U.S. Department of Education
2002 Strategic Plan
Goal One: Create a culture of achievement

1.7 Link federal education funding to accountability for results

1.2 Increase flexibility and local control

1.3 Increase information and options for parents

1.4 Encourage the use of scientifically based methods within federal education programs

Goal Two: Improve student achievement

2.1 Ensure that all students read on grade level by the third grade
2.2 Improve mathematics and science achievement for all students
2.3 Improve the performance of all high school students

2.4 Improve teacher and principal quality

Goal Three: Develop safe schools and strong character

3.1 Ensure that our nation’s schools are safe and drug-free and that students are free of
alcohol, tobacco, and other drugs
3.2 Promote strong character and citizenship among our nation’s youth

Goal Four: Transform education into an evidence-based field

4.1 Raise the quality of research funded or conducted by the Department
4.2 Increase the relevance of our research in order to meet the needs of our customers
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EXHIBIT 7.1. VISION, MISSION, AND
GOAL STATEMENTS OF GOVERNMENT ORGANIZATIONS, Cont’d.

Goal Five: Enhance the quality of and access to postsecondary and adult education

5.1 Reduce the gaps in college access and completion among student populations differing
by race and ethnicity, socioeconomic status, and disability while increasing the educa-
tional attainment of all

5.2 Strengthen accountability of postsecondary institutions

5.3 Establish effective funding mechanisms for postsecondary education

5.4 Strengthen historically black colleges and universities, Hispanic-serving institutions, and
tribal colleges and universities

5.5 Enhance the literacy and employment skills of American adults

Goal Six: Establish management excellence

6.1 Develop and maintain financial integrity and management and internal controls

6.2 Improve the strategic management of the Department’s human capital

6.3 Manage information technology resources, using e-gov, to improve service for our cus-
tomers and partners

6.4 Modernize the student financial assistance programs and reduce their high-risk status

6.5 Achieve budget and performance integration to link funding decisions to results

6.6 Leverage the contributions of community- and faith-based organizations to increase the
effectiveness of Department programs

6.7 By becoming a high performance, customer-focused organization, earn the President’s
Quality Award

Working toward the mission statement, the SMG typically reviews trends in
the operating environment, using a framework like those described in Chapter
Tour. It may also conduct a stakeholder analysis at this point and develop ideal-
1zed visions of how it wants the organization to be in the future. Ultimately, the
mission statement expresses the general purpose of the organization and its major
values and commitments.

Next, the SMG members assess the strengths and weaknesses of the organi-
zation and look outward to the environment and forward to the future to identify
opportunities and threats facing the organization. This assessment of strengths,
weaknesses, opportunities, and threats is called a SWOT analysis. The SMG
can choose from an array of techniques for this analysis (Nutt and Backoff, 1992).
A typical approach involves the nominal group technique mentioned earlier. From
the SWOT analysis, the SMG develops a list of strategic issues—conflicts among
opposing forces or values that can affect the organization’s ability to achieve a de-
sired future (Nutt and Backoff, 1992). Then the group develops plans for man-
aging these issues (Nutt and Backoff, 1992; Ring, 1988; Eadie, 1996). A wide
variety of public sector organizations now use this approach to strategic planning
(Bryson, 1995; Boschken, 1988; Wechsler and Backoff, 1988).
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Analytical Research on Managerial Strategies in the Public Sector

In addition to recommending procedures, researchers have studied the strategies
that public organizations actually pursue and how their strategic decisions actu-
ally develop. Some of these studies show the effects of government ownership
on strategy. In their study of strategic decisions in thirty British organizations,
Hickson and his colleagues (1986) found that strategic decision-making processes
in publicly owned service and manufacturing organizations differed from those in
private service and manufacturing firms. The public organizations followed a
“vortex-sporadic” decision-making process. This involves more turbulence, more
shifting participation by a greater diversity of internal and external interests, more
delays and interruptions, and more formal and informal interaction among par-
ticipants. The type of decision made a great difference, as did the distinction be-
tween service and manufacturing organizations. The results, however, indicate
that the public sector context does impose on internal strategic decision making
the sorts of interventions and constraints described in earlier chapters. The find-
ings are consistent with other analyses of the distinctive context of strategic plan-
ning in the public sector, which observe that strategic planners in the public sector
must consider a broader scope of impact and a more diverse and attentive set of
stakeholders (Nutt and Backoff, 1995, 1999), and considerations of market volatil-
ity and competition that apply in the private sector need to be replaced by con-
siderations of need for governmental action and responsiveness (Nutt and Backoff,
1995, 1999). Nutt (1999) has also identified distinctive patterns of assessing alterna-
tives in the public sector.

Mascarenhas (1989) studied 187 public and private offshore drilling firms in
thirty-four countries to analyze their strategic domains (markets served, product
type, customer orientation, and technology applied). The government-owned firms
operated mainly in domestic markets, with narrow product lines and stable cus-
tomer bases. Publicly traded private firms (those whose stock is traded on ex-
changes) were larger, operated in many geographical markets, and offered a wider
range of products. Privately held firms were more like the state-owned firms but
had less stable customer bases. The nationality and size of the firms also made a
big difference, but the ownership distinctions persisted even with controls for those
factors. The results support the point, mentioned in Chapter Three, that public
organizations tend to have greater constraints on their strategic domains.

Other studies have analyzed important variations in strategy within the public
sector. Wechsler and Backoff' (1986) studied four state agencies in Ohio and found
that they pursued four types of strategies. The Department of Natural Resources
followed a developmental strategy. This agency had diverse tasks, constituencies,
and independent funding sources. The managers had relative independence to pur-
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sue a strategy of enhancing the capabilities, resources, and general performance
of the organization. Stronger external forces shaped the transformational strat-
egy of the Department of Mental Retardation. Professional experts and legal
rights groups advocated deinstitutionalization of the mentally retarded—getting
them out of large hospitals and into normal living conditions. The agency also
faced constant budgetary pressures. It responded by transforming itself from a
manager of hospitals to a monitor and regulator of client services delivered
through community-based programs and contracts. The Department of Public
Welfare received intense criticism in the media and from legislators and faced
increasing human service needs and potential cutbacks in funding, so its managers
followed a protective strategy. They strengthened internal controls, lowered the
agency’s public profile (“getting the agency out of the newspapers”), mended re-
lations with legislators, and worked to protect funding levels. The Public Utilities
Commission, which regulates utility pricing decisions, adopted a political strategy:.
Nuclear energy issues and increasing fuel prices led to more political activity by
consumer advocates. The agency’s decisions became more favorable to consumers,
reflecting a shift in response to changing configurations of stakeholders.

Boschken (1988) found that a private sector model of strategic variations
applied well to government enterprises. Miles and Snow’s prominent typology
(1978) suggests that defenders react to stable environments by trying to protect their
hold on their markets and their customers, emphasizing efficiency and central-
1ization. Analyzers, operating in moderately changing contexts, take a similar ap-
proach but seek to innovate moderately, allowing looser control of innovative
efforts. Prospectors are found in contexts of growth and dynamism; they seek op-
portunities and take risks, employing more decentralized and organic manage-
ment. Reactors may appear in any context. They simply drift without clear purpose,
responding to conditions as they arise. Boschken (1988) found this framework use-
ful in analyzing the strategic behaviors of port authority organizations for various
cities on the West Coast. Public authorities fall between public agencies and busi-
ness firms. Nevertheless, the study suggests that the very general frameworks for
the private sector can be useful in government.

Berry and Wechsler (1995) conducted a national survey of state agencies and
found that even by the early 1990s the majority of agencies, about 60 percent, em-
ployed strategic planning. The leaders of the agencies had initiated the process at
their level rather than due to directives from a higher level such as a governor, pri-
marily to set program and policy direction. Berry and Wechsler concluded that
the evidence indicated that strategic planning was a successful public sector man-
agement innovation.

These studies show that strategic orientation varies considerably among pub-
lic organizations. Public managers, like private managers, engage in a variety of
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purposeful efforts to respond to their environment and achieve their objectives.
This general perspective stands in sharp contrast to negative stereotypes of pub-
lic managers as passive and inattentive to long-term purposes, which often get
drawn into respectable academic theory. The research and writing also suggest
that we can develop generalizations about power, decision making, and strategy
formulation in the public sector.

Issues for Managers and Researchers

There are more observations about the general features of the public sector con-
text than there is consensus about how to deal with the variations within it. The
assertions in the literature about the general characteristics of public organiza-
tions that distinguish them from their private counterparts can be summarized as
follows:

e There are more political intrusions into management in public organizations
and there is a greater infusion of political criteria.

¢ A more elaborate overlay of formal, institutional constraints governs the man-
agement process, involving more formal laws, rules, and mandated procedures
and policies.

* Goals and performance criteria are generally more vague, multiple, and con-
flicting for public organizations.

¢ Economic market indicators are usually absent, and the organizations pursue
idealized, value-laden social objectives.

* The public sector must handle particularly difficult social tasks, often under rel-
atively vague mandates from legislative bodies.

* Public organizations must jointly pursue all of the complex goals described ear-
lier—accountability, responsiveness, representativeness, openness, efficiency,
and accountability.

The literature on power in organizations reminds us that power is elusive and
complex and that thinking too much in terms of power relationships can be de-
luding. Yet the best-intentioned of managers have to consider means of exerting
influence for the good ends they seek. We now have a considerable literature on
the power of bureaucracies in general, with a growing set of case studies of ef-
fective public managers and how they gain and use influence within the political
system (Olshfski, 1990; Doig and Hargrove, 1987; Allison, 1983; Lewis, 1980;
Kotter and Lawrence, 1974). We do not, however, have many studies of large sam-
ples of public managers that analyze their power and influence within the system
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and what causes variations in it. Both managers and researchers, then, face the
question of what to make of the current state of knowledge on this topic.

Pulling together the material from organization theory and political science
suggests some answers. For one thing, public administrators apparently face rel-
atively sharp constraints on their power and influence as a result of their partic-
ular context. High-level executives such as politically elected executives and
appointed cabinet officers must share authority over their administrative units with
legislators and other political authorities. Their authority over their subordinates
and organizations is constrained by rules and procedures imposed by other units,
such as those governing civil service procedures, purchasing, procurement and
space-allocation decisions, and budgeting decisions. At lower managerial levels,
managers’ authority is further overshadowed by the stronger formal authority and
resource control of other institutional authorities. Kingdon (1995) reports a sur-
vey in which federal officials rated the president and Congress as having much
more influence over the policy agenda than administrative officials.

Within this disadvantaged setting, however, administrative officials have vary-
ing degrees of influence. Given the assertions of the literature on organizational
and bureaucratic power, one would expect that administrative officials, although
always subject to the shifting tides of political, social, and technical developments,
have greater influence under the following conditions:

* When they play important roles relative to major policy problems and to ob-
taining resources for their agency—when they are in key budgetary decision-
making roles or in policymaking positions central to the agency’s mandates and
to the support of major constituencies.

*  When they have effective political support from committees and actors in the
legislative branch, in other components of the executive branch, and in inter-
est and constituency groups.

* When they have strong professional capabilities and credentials. Some agen-
cies are dominated by a particular professional group, such as attorneys, for-
eign service officers, police officers, or military officers. Managers without strong
credentials and abilities in these specializations will need other strengths, such
as excellent preparation or a reputation as a strong generalist manager.

e When they have excellent substantive knowledge of government and its oper-
ations and institutions (for example, the legislative and administrative lawmaking
processes) and of the policies and programs of the agencies in which they work.

* When they achieve or have the capacity to achieve a reputation for general
stature and competence, including high energy, intelligence, integrity, and com-
mitment to serving the public.
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Public managers have to consider these power and influence issues because
they are directly related to the autonomy and authority they exercise in decision-
making processes and to the nature of the decision-making process itself. The ev-
idence and analysis discussed in this chapter and earlier suggest more political
intrusions and institutional constraints on decision making in public organizations
than in private organizations. Executives who have had experience in business and
government echo these observations (Perry and Kraemer, 1983).

More explicitly, Ring and Perry (1985) synthesized literature and research on
management strategy for public organizations and came to a similar conclusion.
They found that existing research and observations indicate that public sector
strategic decision making takes place under such conditions as the following:

* Policy ambiguity (policy directives that are more ill-defined than those in busi-
ness firms)

* Greater openness to the participation and influence of the media and other po-
litical officials and bodies, and greater attentiveness from a more diverse array
of them

e More artificial time constraints due to periodic turnover of elected and ap-
pointed officials and mandated time lines from courts and legislatures

» Shaky coalitions (relative instability in the political coalitions that can be forged
around a particular policy or solution)

Besides the implications of the political science literature and these observa-
tions, research findings increasingly validate this general scenario. A number of
studies show more constraints, interruptions, interventions, and external contacts
in the public sector than in the private sector. Porter and Van Maanen (1983) com-
pared city government administrators with industrial managers and found that
city administrators feel they have less control over how they allocate their own
time, feel more pressed for time, and regard demands from people outside their
organization as a much stronger influence on how they manage their time. The
study by Hickson and his colleagues (1986) described earlier emphasizes the more
turbulent pattern of participation, delay, interruption, and participation in pub-
lic sector decision making.

Ring and Perry (1985) also suggest some of the consequences of this con-
text for strategic management. They say that because public managers must often
shoot for more limited objectives, they are more likely to have to follow incremental
decision-making patterns, and thus their strategies are more likely to be emergent
than intended (that is, their strategic decisions and directions are more likely to
emerge from the decision-making process than to follow some originally intended
direction). Effective public managers must maintain greater flexibility in their ori-
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entation toward staff assignments and controls and avoid premature commitments
to a given set of objectives. According to Ring and Perry, they must straddle com-
peting demands for efficiency, equity, high moral standards, and political re-
sponsiveness to constituent groups by showing open-mindedness, shunning
dogmatism, and skillfully integrating competing viewpoints. They must effectively
“wield influence rather than authority” and minimize discontinuities in the process.
These suggestions from Ring and Perry are noticeably similar to suggestions for
garbage can management, but they give more explicit attention to the external
political context surrounding major decisions in public organizations.

The question of political influences on decisions raises one final issue ad-
dressed in the organizational literature on decision making: Which contingencies
determine that decisions must be less structured and systematically rational? As
illustrated in earlier examples, many decisions in public organizations are not per-
vaded with politics and institutional constraints but take place much as they might
in a business firm. A challenge facing practitioners and researchers alike is the clar-
ification of where, when, and how deeply the political environment of public
organizations affects their decision-making processes. Researchers on public man-
agement have not clarified when such contingencies occur. Public managers ap-
pear to have more encapsulated, internally manageable decision-making settings
(where rational decision-making processes are often more appropriate) when tasks
and policy problems are clear, routine, and tractable, and at levels of the organi-
zation and in geographical locations that are remote from political scrutiny; when
issues are minimally politically salient or enjoy consistent public support; when
legislative and other mandates are clear as opposed to “fuzzy” (Lerner and Wanat,
1983); and when administrative decision makers gain stronger authority to man-
age a situation autonomously, without political intervention. Given the present
state of research and knowledge, researchers and managers alike have to struggle
to analyze such variations in decision-making contexts to determine the most
appropriate approaches.

This theme of appropriately assessing and managing the political context in
relation to other organizational contingencies comes up again in later chapters.
The next chapter addresses additional issues about structure and technology in
public organizations, issues related to decision-making processes and influence
within the political environment, which in turn relate to later questions about
human behavior and performance in public organizations.
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ORGANIZATIONAL STRUCTURE,
DESIGN, TECHNOLOGY, AND
INFORMATION TECHNOLOGY

he U.S. Internal Revenue Reform and Restructuring Act of 1998 (known as

RRA98) directed the IRS to redesign its structure. The IRS had operated
for about half a century with the same geography-based structure; that is, the
agency was organized on the basis of geographic regions and further subdivided
into districts. Most of the important auditing, enforcement, and tax collection
work occurred in the thirty-three geographic districts. The directors of these
thirty-three districts had a lot of authority over what happened in their districts,
and often had considerable prestige and presence there as well. Most of the tax
returns they received were sent to be processed at one of ten major service cen-
ters located around the nation.

As part of the set of reforms that RRA98 mandated, IRS executives led a
major transformation in the agency’s structure, to a customer-focused design. The
new commissioner of the IRS, Charles Rossotti, proposed the design as a version
of similar approaches used by major banks. Large banks face a variety of demands
from different clusters of their customers. Individual retail customers want check-
ing accounts and small loans. Small businesses and self-employed persons have
additional needs for business loans and payroll services. Very large corporations
have further needs for support of their larger loans and payroll services, pension
plans, and stock and bond offerings. The large banks have often designed their
structures into divisions to address the needs of these different sets of customers.
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The IRS developed a similar plan. The agency reorganized into four main
operating divisions:

* A wage and investment division, for taxpayers filing their individual income tax
returns.

e A small business and self-employed division.

e Alarge and medium-sized business division.

* A tax-exempt and government entities division, which has no analogue in the
example about large banks; it deals with issues of concern to nonprofit orga-
nizations and tax-exempt pension programs.

The IRS also established an agency-wide shared services division that han-
dles many of the common service and support needs of the other parts of the
agency, such as maintenance of personal computers and payroll processing. Many
business firms and other organizations have recently established a division of this
sort to handle widely shared common services.

Redesigning the IRS represented a huge undertaking, because the organization
employs more than 100,000 people, processes more than 425 million tax returns per
year, and handles well over a trillion dollars in revenue each year. The reorganiza-
tion required several years and involved numerous design teams working on plans
for the new organization. The new divisions came into operation in 2000 and 2001,
and the success of the new design remains to be evaluated, but clearly the reorga-
nization worked in the sense of firmly establishing the new structure.

Another example is the Brookhaven National Laboratory (BNL) on Long Is-
land, which serves as an important scientific resource for the nation and the world
(see www.bnl.gov). Scientists at BNL conduct leading research in physics, biology,
chemistry, medicine, environmental science, and other areas. One major facility at
BNL, the Relativistic Heavy Ion Collider, allows scientists to conduct experiments
in which they use this massive particle accelerator to stage collisions between large
subatomic particles, and to study the results of the collisions for evidence about the
fundamental characteristics of atomic particles and matter. Although scientists at
BNL take pride in the lab’s research in part because of its peacetime applications
(as opposed to nuclear research for military applications), environmentalists and
local residents have worried for a long time about the danger of environmental
pollution from the lab. During the 1990s, the discovery and disclosure of a small
leak of tritium, a radioactive substance, caused a public outcry. Although scien-
tists at the lab considered the leak extremely minor and not at all dangerous, the
news of the leak aggravated the longstanding worries about the lab. Demonstrators
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conducted protests at the entrance to the lab compound. Celebrities, such as a
supermodel and a famous actor, pled in public for the closing of the lab and
claimed that it caused cancer in local residents. They and other activists prevailed
upon political leaders in the area to do something about BNL.

Amid the controversy, the secretary of energy cancelled the contract for the
management of the lab. The lab is a government-owned, contractor-operated or-
ganization. Years ago, when the federal government established national labora-
tories, the management of the labs was contracted out. Under these contracts,
private business firms or consortia of universities would manage the labs.
Brookhaven had been managed for more than fifty years under a contract with
a consortium of major universities. After the secretary of energy cancelled the
contract, the Department of Energy entered into a new contract with a partner-
ship between a university and a major research institute, who provided the new
management team for the lab.

Soon, the administrative structure at BNL changed significantly. The main
organizational departments, called directorates, included directorates for the major
scientific programs where the scientists conducted research, such as the directorate
for high energy and nuclear physics, and for life sciences. There were also ad-
ministrative directorates, such as the directorate for finance and administration.
The new management group added additional administrative directorates, one
for environment, safety, health, and quality, which oversees environmental pro-
tection and safety procedures at BNL, and one for community involvement, gov-
ernment, and public affairs. The directors who headed the directorates met
regularly as a group with the director of the lab, the top administrator, and often
voted on major issues. Scientists at the lab pointed out that the addition of the
new administrative directorates meant that the administrative functions were re-
ceiving increased emphasis and influence. For example, more directors of admin-
istrative directorates meant more votes for administrative functions in the meetings
with the lab director.

Soon the new management group also introduced requirements that em-
ployees working at BNL had to complete Web-based training programs in labo-
ratory safety procedures and waste disposal and environmental protection
procedures. Many of the scientists grumbled about these requirements, because
they saw them as unnecessary training in elementary procedures that they already
followed. They felt that the new rules and procedures wasted time and resources
because they tied up employees in completing the training instead of working
on research. In addition, scientists at BNL often get grants from other sources to
conduct research, and overhead expenses taken out of their grants increased to
pay for the added administrative functions and the additional training,
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In effect, then, the new administrative directorates and the added adminis-
trative rules and procedures increased the importance of administrative controls
and influences relative to scientific research priorities. Why did this occur? The
new laboratory director explained that something had to be done to respond to
the public controversy and outcry about the environmental dangers at BNL. While
the scientists at the lab grumbled about the new procedures, they expressed great
respect for the director, a former university president and a scientist himself.
The scientists acknowledged that he had to do something to respond to the po-
litical and public relations pressures on the lab.

These examples illustrate why the historical overview in Chapter Two and the
discussion of organizational environments in Chapter Four show that so many fac-
tors, such as environmental complexity, public sector status (including political
oversight and mandates), goals, and leadership affect organizational structures and
their design. Management researchers use the term structure to refer to the con-
figuration of the hierarchical levels and specialized units and positions within an
organization, and to the formal rules governing these arrangements. They use tech-
nology and tasks to refer to the work processes of an organization that often serve
as major influences on the design of organizational structure.

As the historical review in Chapter Two showed, the concept of organiza-
tional structure has played a central role in organization and management the-
ory from the beginning. Researchers have analyzed organizational technologies
and tasks as important elements affecting the best structure. In spite of the con-
straints placed on them, public managers have considerable authority over the
structure of their organizations and make many decisions in relation to tech-
nology and tasks, so current thinking on these topics is important to effective pub-
lic management.

This chapter first discusses the interesting division of opinion about whether
public organizations have distinctive structural characteristics, such as more red
tape than private organizations. It then examines the importance of organiza-
tional structure and its relation to political power, strategy, and other topics. Next,
it describes major concepts and findings from the research on organizational
structure, technology, and design. Organization theorists have generally addressed
structure from a generic perspective, devoting little attention to the distinctive
structural attributes of public organizations, even though some important stud-
ies have concentrated on public agencies. These general points apply to most or-
ganizations, however, and the discussion here gives examples specifically involving
public organizations. The chapter concludes by turning more directly to the ev-
idence about whether public organizations differ in structure and design from
private organizations.
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Do Public Organizations Have
Distinctive Structural Characteristics?

Novels, essays, and popular stereotypes have all bemoaned the absurdity and in-
humanity of government bureaucracies. Their observations often focus on struc-
tural matters, such as rigid rules and hierarchies. More formal scholarship often
follows suit. In a virtual tradition among some economists, government bureau-
cracies play the role of villain, sometimes threatening both prosperity and free-
dom. In probably the most widely cited book on bureaucracy ever published,
Downs (1967) argues that government bureaucracies inevitably move toward rigid-
ity and hierarchical constraints. He states a “law of hierarchy” that holds that large
government organizations, with no economic markets for their outputs, have more
elaborate and centralized hierarchies than do private business firms. Downs’s law
represents a broad consensus that government bureaucracies have exceedingly
complex rules, red tape, and hierarchies, even in comparison to large private
sector organizations (Barton, 1980; Bozeman, 2000; Dahl and Lindblom, 1953;
Lindblom, 1977; Sharkansky, 1989).

An opposite consensus also exists, however. Organization theorists’ research
on organizational structure offers the best-developed concepts and empirical find-
ings on the topic. Yet as the first several chapters of this book pointed out, most
organization theorists have not regarded public organizations as a particularly
distinctive category. They have usually adopted a generic perspective that con-
tends that their concepts of structure apply broadly across many types of orga-
nizations and that distinctions such as public and private are oversimplified and
based on crude stereotypes. Many organization theorists regard other factors,
such as organizational size, environmental complexity, and technology, as more
important influences on structure than public or private status. Mainstream or-
ganization theory in effect sharply disputes the view among some economists and
political scientists—that public bureaucracies have excessive red tape and highly
centralized and elaborate hierarchies.

We will further examine the evidence in this controversy later in this chapter.
First, however, we will review the concepts and insights about organizational struc-
ture developed by organization theorists and how they apply to public organiza-
tions—because they do. Most of the research comparing public and private
organizations’ structures uses these concepts and methods from organization the-
ory. After reviewing these concepts, we will turn to the evidence comparing pub-
lic and private organizational structures, which will show some very interesting
developments in this research, some of them quite recent. To some people, care-
fully examining research on the structures of public burecaucracies and business
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firms sounds about as inviting as reading the telephone book. But if you like to
base your thinking on well-developed evidence instead of on stereotypes and the
half-baked assertions we hear in popular discourse, following and interpreting the
research on this topic are intriguing challenges.

The Development of Research on Structure

We have already seen examples of the influence of political actors and govern-
ment authorities on the structures of public agencies: legislation and political pres-
sures that force structural changes; rules and clearances imposed on federal
managers by oversight agencies; micromanagement by legislators who specify rules
and organizational structure; legislators and interest groups jealously guarding the
structural autonomy of an agency, preventing its reorganization under the au-
thority of another organization; and President Reagan’s demotion of federal ca-
reer civil servants by creating new positions above them. Presidents have created
new agencies and placed them outside existing agencies to keep them away from
those agencies’ powerful political and administrative coalitions (Seidman and
Gilmour, 1986). John Kennedy placed the Peace Corps outside the State Depart-
ment, and Lyndon Johnson kept the youth employment training programs of the
Office of Economic Opportunity away from the Department of Labor. Interest
group pressures have led to the removal of bureaus from larger agencies. Due to
such pressures, Congress removed the Department of Education from the De-
partment of Health, Education and Welfare, which then became the Department
of Health and Human Services (HHS) (Radin and Hawley, 1988). Later, similar
political pressures led Congress to remove the Social Security Administration (SSA)
from HHS.

Interestingly, however, early in this century, public administration experts lead-
ing the development of the field did not emphasize such political dynamics in their
most prominent analyses of government organizations. The school’s proponents
argued that its principles of administration applied equally well in government
and business organizations. After all, the object was to make government more ef-
ficient, more businesslike, and less “political.”

Luther Gulick (1937; see also Chapter Two of this book) and others in the ad-
ministrative management school advocated such administrative principles as highly
specialized, clearly described task assignments; clear chains of command and au-
thority (with “unity of command,” where each person has “one master”—one
supervisor—and therefore receives clear directions); a centralized authority struc-
ture, with authority residing mainly at the top of the organization; and narrow
“spans of control” to help maintain clear lines of authority (a span of control is
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the number of subordinates reporting to a superior; a narrow span of control
means relatively few people report to any given supervisor).

These principles were to guide decisions about structure that would maximize
efficiency and performance. Even though it tended to downplay distinctions be-
tween government and business, this drive toward developing efficient, effective
structure drew strength from important issues in government at the time. A re-
form movement in the later part of the nineteenth century and the earlier decades
of the twentieth attacked government corruption and mismanagement, particu-
larly in urban areas. Reformers saw these principles guiding the efficient struc-
turing of organizations as a means of purging political patronage and slovenly
management (Knott and Miller, 1987).

Later, government growth during the New Deal and after World War II
brought a vast proliferation of government agencies. Gulick and other proponents
of the principles of the administrative management school influenced major pro-
posals for reorganizing the sprawling federal bureaucracy and played an impor-
tant role in major developments in the structure of the federal government in this
century. For example, some of the reforms proposed grouping various federal
agencies under larger “umbrella” agencies as a means of narrowing the chief ex-
ecutive’s span of control. Some experts have argued that many government offi-
cials continue to hold the general view of proper organization espoused by the
administrative management school (Knott and Miller, 1987; Warwick, 1975;
Seidman and Gilmour, 1986).

As explained in Chapter Two, the classic approach to structure came under crit-
icism as research on organizations burgeoned during the middle of the twentieth
century. The contingency perspective on organizational structure rejected the quest
for one common set of principles to guide organizational design. Contingency
theorists contended that an organization’s structure must be adapted to key con-
tingencies facing the organization, such as environmental variations and uncertainty,
the demands of technology or the production process, the size of the organiza-
tion, and strategic decisions by managers and coalitions within the organization.

A profusion of empirical studies in the 1960s and 1970s added to this per-
spective, seeking to define and measure structural concepts. By the 1970s, research
journals were filled with empirical studies analyzing these concepts. The activity
led to the fairly typical version of contingency frameworks that we will examine
next, and to the topic of organizational design, which we will take up after that.

During the 1980s and 1990s, the literature on organizations and the practice
of management within them moved still further in the direction described in Chap-
ter Two—away from bureaucratized, mechanistic structures and toward flexible,
organic structures. Management mavens touted extremely loose and informal
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structure as the ideal (Peters, 1988). Many large corporations launched initia-
tives to decentralize their structure and make themselves more flexible, and busi-
ness periodicals carried stories about “bureaucracy-busting” executives. By the
turn of the new century, experts on organizational design were describing how
many corporations had adopted “lateral,” “horizontal,” or “team-based” struc-
tures in the quest for high levels of flexibility and adaptability.

The public sector followed the lead of the private sector in these directions. The
National Performance Review (described in Chapters One and Fourteen) reduced
the federal workforce by 324,000 positions, particularly in oversight staff’ and mid-
dle management. In addition, the president ordered a 50 percent reduction in agency
rules, eliminated the federal personnel manual as a symbolic gesture toward re-
ducing personnel rules, and took other steps toward decentralizing and loosening
up the bureaucratic structure of the federal government. The Winter Commission,
which proposed ways of revitalizing state and local public service, also proposed re-
ducing bureaucratic rules and decentralizing procedures. Among other proposals,
the commission called for “flattening” the bureaucracy by eliminating middle lay-
ers in public agencies, and “deregulating” government by eliminating many person-
nel rules and decentralizing procedures (Thompson, 1993). Within a few years, state
governments began efforts to eliminate layers of middle management (Walters, 1996)
and to loosen the rules that gave public employees merit system protections in
their jobs (Walters, 2002). The George W. Bush administration included in the Pres-
wdent’s Management Agenda an emphasis on “e-government” and “competitive sourc-
mg” that would involve competition between providers, for most federal activities
(U.S. Office of Management and Budget, 2002). These priorities would make the
structure of federal agencies more complex in various ways, but proponents argued
that they would also make federal agencies more flexible and adaptive. These trends
show that organizational structure and its design and management remain key chal-
lenges for public managers.

Structural Dimensions and Influences

Researchers trying to work out clear definitions and measures of organizational
structure have run into many complications. For example, you can measure struc-
tural features objectively (by counting the number of rules, for example) or sub-
jectively (by asking people how strictly they must follow the rules). In addition,
organizations can be very complex, with different units having markedly different
structures, and this makes it hard to develop an overall measure of an organiza-
tion’s structure.
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Dimensions of Structure

While the issue is a complex one, research has produced concepts that help clar-
ify the topic of structure. Researchers typically use such dimensions as the fol-
lowing to define organizational structure (Daft, 2001; Hall, 2002; Kalleberg,
Knoke, Marsden, and Spaeth, 1996; Kalleberg, Knoke, and Marsden, 2001).

Centralization. The degree of centralization in an organization is the degree to
which power and authority concentrate at the organization’s higher levels. Some
researchers measure this dimension with questions about the location of decision-
making authority (asking, for example, whether decisions have to be approved at
higher levels).

Formalization. Formalization is the extent to which an organization’s struc-
tures and procedures are formally established in written rules and regulations.
Some researchers measure this element by asking employees how much they have
to follow established rules, whether they must go through “proper channels,” and
whether a rule manual exists (Hage and Aiken, 1969; Pandey and Scott, 2002).
Others determine whether the organization has organization charts, rule manu-
als, and other formal instructions (Pugh, Hickson, and Hinings, 1969; Kalle-
berg, Knoke, Marsden, and Spaeth, 1996).

Red Tape. Red tape consists of burdensome administrative rules and require-
ments. Sociologists and psychologists who study organizations have not used this
concept a great deal, but as described later, scholars in public administration have
recently refined and applied the concept in research on organizations (Boze-
man, 2000; Pandey and Scott, 2002).

Complexity. Organizational complexity is measured in terms of the number of
subunits, levels, and specializations in an organization. Researchers break down
this dimension further into subdimensions (Hall, 2002). Organizations vary in /or-
wzontal differentiation, or the specialized division of labor across subunits and indi-
viduals. To measure horizontal differentiation, some researchers have simply
counted the number of subunits and individual specializations in an organization
(Blau and Schoenherr, 1971; Meyer, 1979). Vertical differentiation refers to the num-

ber of hierarchical levels in an organization—its “tallness” or “flatness.”

Influences on Structure

The research has also analyzed a number of factors that influence organizational
structure, concentrating on the following.



Organizational Structure, Design, Technology, and Information Technology 189

Size. Various studies have shown that larger organizations tend to be more struc-
turally complex than smaller ones, with more levels, departments, and job titles (for
example, Pugh, Hickson, and Hinings, 1969; Kalleberg, Knoke, Marsden, and
Spaeth, 1996). Blau and Schoenherr (1971) also concluded, however, that the
rate at which complexity increases with size falls off at a certain point; organiza-
tions that reach this point grow larger without adding new departments and lev-
els as rapidly as they did before. In addition, this research indicates that larger
organizations tend to have less administrative overhead. So, contrary to stereotypes
and popular books about bureaucracy (Parkinson, 1957), larger organizations often
have smaller percentages of their personnel involved in administrative work.

Argyris (1972) criticized the findings about public organizations in some stud-
les of organizational size. He noted that Blau studied government agencies con-
trolled by civil service systems and applied the results to all organizations in
drawing his conclusions. Civil service regulations may have caused these organi-
zations to emphasize task specialization and narrow spans of control and thus
grow in the patterns that Blau observed. Business organizations might not follow
these patterns, however. In contrast to the findings of a study of state employment
agencies by Blau and Schoenherr (1971), Beyer and 