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1. Introduction
During the last two decades the public sector in most of the societies worldwide has been set under pressure by forces that can be summarized as a “demand for economization”. These forces cannot be described in detail in this paper. The following chart indicates only some of their basic origins (vertical dimension). They indicate the scope and power of the recent developments. This has prompted many commentators to speak about a quasi natural law which governs the globalization process. Neither a blockage nor a political steering seems to be possible. Although many arguments are well founded, their background assumptions should not be overlooked (Mayntz 2005); beliefs and normative cognitive maps have quite some impact on the way globalization is discussed. 
	Causes\ Effects

	Intensified global market competition
	For (maximum) profit organization
	Efficiency of produc-tion (goods, services)
	Dominance  of individual over public interest  

	Break down of socialist/communist systems
	*
	(*)
	-
	(*)

	Expansion of the private economy sector
	(*)
	*
	(*)
	(*)

	Fast capital transactions on the global level (IT)
	(*)
	*
	-
	(*)

	Rich-poor cleavage intensified in civil society
	-
	-
	(*)
	*

	Scarcity in the public sector , affluence in the private sector
	-
	(*)
	(*)
	*


Therefore, it is useful to switch the point of observation from the (“overwhelming”) forces of globalization to some of their effects on the (organizational) economic arrangements. They are much more concrete and it is easier to argue about possible similarities in the development of public administration and about political influences. The chart lists just few elements:

· Market competition as a (the?) successful model for coordination of actions (not only in the economic system but in the whole society or even world wide). However, the market model is rather ambiguous because economic actors often strive for private monopolies, develop network arrangements or trusts; paradoxically, public policy has to enforce competition I many respects.

· For (maximum) profit organization as universal model for arranging production and marketing processes. However, the concept of for-profit-organization is also ambiguous; it might become a model of exploitation of natural resources, of share holders, of customers, of staff-members etc. Typically public policy has intervened into these practices by extending the rule of law into the private corporations – with sometimes good, sometimes poor results.
· Efficiency of production practices as the best measure for the performance of delivery of goods and services to individual customers or any extended group of people. However, this concept is ambiguous if not precisely defined – i.e. as profit or as cost-effectiveness. For many (possibly harmful) products and services the public policy has set limits of promotion, marketing and consumption (i.e. all kinds of drugs).

· Dominance of individual interests governing the supply of goods and services as orientation for the production processes is ambiguous because they might serve the wealthy and powerful groups best. Public policy often tries to influence the access of as many citizens as possible to these goods and services.  
This brief review of important elements in the design of private production processes also shows their limitations – even within the economic sector. This asks for even more caution, if these elements should be transferred to public sector arrangements.

This paper describes some examples of public sector economizing which are based on in depth (case) studies from Germany and other countries. To reach more general conclusions, in the following step references to theoretical concepts are used. They also allow formulating some general suggestions for guiding principles in the future development of the public sector.   

2. Consequences of economizing the public sector (examples)
The aim of this part of the paper is to describe some of the risks inherent in the ongoing economization process. That is not to say that there are no advantages of this process. The scope of the risks is different under varying circumstances (public sector architecture and tradition, state of economic development etc.). The concentration on risks is founded on the observation that economization often has strong ideological foundations – sometimes quite apart from reality. The description of risks is meant as a plea for a non-ideological evaluation of advantages and disadvantages of economization and a contribution to the development of alternatives.
 The first part of the chapter will look at the changing of values and performance-criteria (efficiency, profit) in public administration as part of the economization process. The second part is concerned with the blurring of the division of labor between the public and the private for profit sector.
2.1 Values and performance criteria

Values and questions of ethics in the public sector are used as input and guiding principles for the administrative activities. Performance criteria are output oriented. Today, they largely follow the propositions of New Public Management (NPM) reforms (Pollitt/Bouckaert 2000). However, it has to be acknowledged that performance criteria might become an end (value) in itself and by this a “guiding principle”
. Therefore, the debate about these criteria is highly relevant. Economization takes ground by the diffusion of performance criteria. This process has to be observed critically: there is often a common utilization of words, whose meaning is unclear or varying with the context of application
.
2.1.1 New Public management, efficiency and corruption
One of the most “prominent” performance criteria of NPM is “efficiency”. It is taken from private economy and is often transferred un-reflected to the public sector (reform). Willingly of unwillingly it is overseen, that in the context of private enterprises efficiency means “profit”. This is well founded, because any private investment will only be made, if a sufficient return can be expected. In the public sector, however, profit is most often a useless concept. In this setting, this criterion means a (comparatively) good relationship between cost and effect (benefit)
. Typically, the effects (benefits) cannot be measured in financial terms – making the criterion of effectiveness a very complicated and demanding prerequisite for any measure of efficiency
.  A typical “shortcut” - by ignoring the complication of measuring effectiveness – very often leads to austerity. Cut back results do not automatically say something about efficiency. The suggestion of NPM reformers, to define all public tasks as products, has (expectedly) not resolved this problem – because most of the “products” of public administration are not sold to the public; and even if: the contributions of the citizens are not market prices.   
The difference of the interpretation of efficiency as a performance indicator becomes especially relevant at the points where public administration and private business meet: privatization, contracting out and public-private partnership. Public administration asks for efficient problem solving or task fulfillment (in comparison with the traditional internal solutions). Private enterprises ask for profit. This problem of interface is well known in almost all societies nowadays. In Germany, the discrepancy between expectations and practice has been criticized very often by the public accounting offices (on national and on state level). Very typical: a privately produced product (like a building) is much more expensive than proposed in the process of contract bargaining. One of the attempts to solve this problem is a strict (public) cost controlling agency. Another example is the outsourcing of tasks to save public money – a suggestion by NPM promoters. The expected effect is often spoiled by high wages and the demand for excessive profit.

These examples are not new and widely scattered. What has been overseen in the NPM debate is the fact, that the number of “meeting points” between public and private (business) sphere has been growing rapidly with the introduction of NPM reforms. There is broad evidence that this interface is a major source of corruption. In addition, some other aspects of NPM – search for efficiency and cost cutting – have contributed to the facilitation of corruption: the principle of holding at least two persons responsible for out-contracting had been abolished (to save staff capacity). Therefore, a recent study of our institute
 has shown, that there is an increase of cases of corruption during the last ten years (Gronewold 2005). This observation has already led to practical reactions – i.e. the use of IT-based procedures for procurement decisions.
2.1.2 Lack of reference to the specifics of policy-fields
Economization often is seen as natural and necessary process – i.e. without escape and alternative: everything in this world has a price and can be traded marketwise. This has promoted the belief, that reform practices and performance criteria of NPM can be applied in a universal sense – i.e. independent of its policy context. This argument is not well founded and, therefore, has lead to critical reactions, which have put the overall idea into question: people found it ridiculous to be addressed as “customers” by the police, by the social worker and by the city planer (etc.) alike.  The (non for profit) providers of social services for the poor (on the basis of a contract with government) were disgusted when they were forced by a German state ministry to generate an “efficiency dividend”. In Germany (and elsewhere) much of the credit for NPM reforms was lost, because of the lack of knowledge and acknowledgement of the specifics of the respective policy fields. In an intensive study of the impact of NPM on local health administration in Germany I was able to show that this was one of the main reasons for the non-acceptance and failure of many of the reform initiatives (Grunow/Grunow-Lutter 2000).
These observations can be related to the efficiency – profit difference again. In the public sector the guiding principles and performance criteria have to set the effectiveness issue first (before discussing efficiency) – and this might vary widely: it might be the comparatively fair treatment of individual citizens; it might be a question of adequate distribution of services; it might be the fulfillment of an urgent need; it might be the management of unsolvable problems
. And, in addition, the reaction (satisfaction) of the citizens toward public performance cannot be directly and compound “coined” in terms of profit or re-election. The universal use of economic performance criteria even hinders to identify clearly those areas of public tasks in which these criteria in fact are helpful (i.e. for routine tasks of licensing or money transfers).
2.1.3 Loss of the multiplicity of values/ethics which are governing the performance of public administration
The issue of multiplicity of values and performance criteria reaches far beyond the different meanings of efficiency (versus profit) and its appropriateness for the various policy fields. It indicates the necessity to view public performance in the light of more than just efficiency, i.e. to include also rule of law (legality), accessibility and transparency of procedures; orientation toward collective interests, distributional justice, accountability and sustainability in the decision-making process; empathy, responsiveness and fairness of staff behavior - and others.  It would be quite unrealistic to expect a simultaneous application of all of these values as guiding principles. Sometimes this would mean a “squaring of a circle” - because there may be ambivalences or even contradictions within this set of values. Sometimes and/or in some settings (tasks, policy fields) it might be necessary to concentrate on only a few of them. 
However, the important difference to the economic sector is the necessary ability of public administration to respond to all of these goals – even if only temporarily. The dynamics of globalization might also demand for rapid changes in the respective setting of priorities with regard to these values. Nevertheless, public administration must be able to respond to demands from politics and from society. Whereas the economic system is able and might be willing to include externalities in their price calculation, public administration is asked to work successfully in a multi-value environment. Economization of public administration thus leads to an inadequate selectivity with regard to values and performance criteria. This undermines the development of a capable and productive public sector and its staff.
2.2 The blurring of the division of labor between the public and private economy sector  

The separation of the public and private economic sectors can be found in almost all societies today – independent of different starting points and paths of development during the last decades. Theoretically, this is described as a historically increasing (and now dominant) functional differentiation of modern societies. In general, the functional differentiated systems are seen as better prepared to face problems of globalization. The dividing line between the sectors, however, has continuously been a matter of dispute and conflict. Sometimes the dividing line between the sectors has been shifted; sometimes the principles of organizing task fulfillment within the sectors were (mutually) imitated
. Some authors (like Hood 1986) have argued that we have already a common mixture of values, goals and principles in all sectors – which he described as “quango-cratization” of the world. Nowadays the key term for these phenomena seems to be “governance”.  Among other aspects the concept reacts to the fact, that different types of actors are included in public policy making and in the implementation of these policies. Although this is true, it should not be ignored, that the transfer of values or performance criteria is not just mutual learning from “good practice”. It can also be an explicit strategy to expand the domain of one sector at the cost of others. Economization in this sense can be described as the expansion of the private for profit sector at the “cost” of all other (and especially the public) sectors. 
The concept of functional differentiation includes the notion, that the different sectors have specific action logics which allow for a productive fulfillment of tasks and functions. If the performance criteria of the private economy are used, the private economy must be the best performer – because it continuously works under these restrictions. To argue very directly: the acceptance of the values of private economy would lead directly to a privatization of almost the entire public sector: nothing is done which does not offer the expected profits. Certainly, most arguments and practices are not presented in such a direct form. Therefore, it is necessary to analyze various practices from the following point of view: what is its potential to blur the distinction between the sectors and enforce the privatization of the public sector?   
2.2.1 Depending on the market logic of external (economic) counseling

It is a common feature of NPM-reforms that they are accompanied and counseled by management consultants
. This is quite plausible, because those firms are experts with regard to the instruments of NPM. However, there are also critical comments about this development: the counseling is too expensive and not at all cost efficient (because the consultants are not always familiar with the public sector arrangements; they are not able to help with implementation problems); the consultants just sell their standard products – sometimes the outdated ones, which are not favored in the economic system any more
; this contracting out of modernization tasks is another example of the increasing potential for corruption
.
More important, however, is the fact, that with these consultation contracts public administration might become permanently depending on those consultants. Legal or illegal: the advisors can cumulate information about the reform processes – and even might keep them as company secrets - which might make the product indispensable for the next steps of counseling. This does not only relate to issues of administrative reform but also to substantive policies
. The implication is evident: public administration looses parts of its know-how which is necessary to contribute to the policy making process – by bringing in a professional and an experience-based view into politically controversial issues.  
Another aspect is the dependency on the economic product cycle. Like any other product the reform propositions from the commercial consultants have to be renewed within short periods of time. Whether necessary or not, administrative organizations have to buy the newest version of the products. This is very visible with regard to hardware and software developments in the context of E-government. Many German cities use SAP-software for their newly installed accounting system. It does not really meet the expectations of the buyers, but changes of the software packages are too expensive. Therefore, an inefficient adaptation to business sector standards is quite typical.

The effect of these processes is not just a choice of sub-optimal solutions for the tasks and problems of public administration. It is also a strategy to blur the distinction between the public and business sector. It alleviates the broad diffusion of privatization strategies.  
2.2.2 The strategy of privatization
Privatization of public tasks and/or institutions is a typical form of moving/shifting the dividing line between the public and the economic sector. This is traditionally an important instrument to keep control over the inherent growth of public tasks and to sort and allocate tasks in accordance with the performance records of the respective sectors
. This line of development, for example, has lead to a continuous privatization of state companies in many countries. In China this is still a very broadly used instrument; in Germany and other OECD countries the privatization concentrates on network based services (railway, energy, water supply). It is especially demanding to “organize” market conditions for these services
. In such a situation the ideological character of privatization proposals becomes visible. The latest report of the Club of Rome (2006) (on the limits of privatization) has shown that there are examples of success and failure.
The ambivalence of privatization has lead to different models – which imply different degrees of privatization: from organizational privatization to complete (“formal”) privatization. One of the reasons for this is the attempt to maintain values and performance criteria besides profit. In a recent empirical study on water supply in Germany (Klinkenberg 2007) we have shown that retaining criteria beyond profit is one of the important reasons to keep this task as a communal obligation: water quality and sustainability being the most important issues. Another aspect involved is the question of political responsibility. Sometimes privatization is used to get rid of this responsibility. However, this is not always accepted by the citizens
. 
The conflict over the definition of the performance criteria is an important element of privatization decisions. This can be observed with regard to recent policies of the EU commission. The focus of the debate is the (contested) right of local administration to produce public services. The main argument: if there is any one non-public actor producing the defined service/product in Germany than there is no legitimating for a public actor to fulfill this task
. It is quite clear that this is not a program for piecemeal privatization but an attempt to abolish public services on a broad scale. EU policy aims at the development of the European market for services
. It is quite clear: the easiest way to alleviate market transactions is to abolish all special (non market, non-for-profit) conditions for service production in and for all member countries. One recent policy initiative was the directive on service production
, which tried to reach this goal by producing a chaos of respective rules and regulations: according to the notion of “homeland principle” every company should work everywhere in Europe on the basis of its homeland regulations (including the control by homeland agencies). As we have shown in our study about this “project” (Böhret/Grunow/Ziekow 2005) it was admitted frankly by the members of the EU commission that this would be a fast way to get rid of all special regulations which might support the idea of public service provision and production. Our empirical evidence has shown that the policy proposition was not accepted by the vast majority of the actors – however, with different reasons. The German government therefore opposed many elements of the proposition. Finally, most of the criticized elements of the directive were given up and some of the public service areas (like health services) have been taken out of the jurisdiction of this directive
. But certainly, this will not be the end of the debate and conflict about the general reduction of public responsibilities in services production.
2.2.3 Loss of (administrative and democratic) control over task units, which are sourced out; the role and potential of corporate governance practices
The blurring of the public versus private for profit distinction is also an issue for the overall result of partial forms of privatization and all kinds of out-contracting and public-private partnership. The basic idea is suggestive: to develop an area of tight cooperation in which the “advantages” or “virtues” of both sides are combined. But this normatively convincing idea is not easily realized in practice. Again the different values and performance criteria are important origins of conflict. Of course there has been a learning process in private companies with regard to values and corporate governance principles (like human rights, rule of law, maintaining of natural resources). But this all is not given the same level of importance as the demand for profitable production. The other values are secondary: they are okay as long as they do not impinge on profit goals. This is plausible for capitalistic business perspectives but is often not acceptable by partners or principals from the public sector. They might have quite different priorities. This makes the proposed forms of cooperation complicated, ineffective and even more costly – as many local governments complain.

Another type of problem arises with the large number of organizations, which are tied (strictly or loosely) to public administration. Recent studies in Germany show, that there are sometimes up to 500 or even more out-contracted units (agencies) working with and for local government. Therefore, the issue of “shareholder/stakeholder-management” becomes crucial Blanke et.al. 2005). It is almost impossible to coordinate these organizations in the light of political /public goals and to evaluate them in the light of a set of performance criteria. Therefore, local governments complain about the lack of conformity with local developmental goals. The out-sourced or (partly) privatized organizations complain that they are hindered to follow their “destination”, i.e. making profit. There are some indications that in the economic sector excessive out-contracting is discussed much more critical now
 – compared to only a few years ago. This will put a review of the advantages and disadvantages of high numbers of agents of local administration onto the agenda of administration science and practice.
3. Theoretical Frames for reconstructing and understanding the processes of economization
This part of the paper looks at two relevant theoretical frames: Rational Choice Theory and (“autopoietic”) System Theory (Luhmann). After a short description of the main features of the two theories, it will be shown – with reference to the cases described above -, that Rational Choice Theory has dominant impact on the cases, and that it implies a very narrow view on public administration and its standards of behavior and performance. It is necessary to overcome the dominance of this frame in the international debate.

On the other hand System Theory can offer a more complex view a) with regard to the historical development of the public sector in terms of functional differentiation and b) with regard to the interdependency (“structural coupling”) of the political and administrative system with other subsystems of the society (like economy, science/education, religion, law etc.).
3. 1 Rational Choice (RC)
Basically RC theory is an analytical model, which tries to find out what might (will) happen if some criteria would be met in the decision making of individuals (Widmaier 1974). This is a helpful tool for scientific cognitive experiments. It is, however, questionable if it is taken as reality or proposed as a norm for reality. The premises of the basic model “the rational decision maker – homo oeconomicus” are very strict and far away from reality: full information of the alternatives an individual can choose from; complete transitivity of the priorities attached to these options. These premises of the model have been already questioned by Simon (in the 1950ies) and his notion of “bounded rationality” - which was honored by the nobel price in economics. Another assumption was also questioned very early: the proposition that the sum of rational individual choices will lead to the best result for the collectivity (Arrows paradox). Social scientists have also argued that the application of this model might be very limited, because the spectrum of individual behavior also includes empathy, altruism and solidarity.

The following attempts to include other empirical knowledge into the model made it more complicated and much less predictive. The step toward enlarging the scope of the model from individual actors to corporate actors (like public administration “represented” by the top bureaucrat) is not convincing. Game theory criticized the concept of market based evaluation of the individual decision. As alternative it introduced competing or opposing actor and their influence on successful or unsuccessful decision strategies.
The new approaches of institution economy (Behrends 2001) are also turning away form the early and simple model and are analyzing the real costs of market related versus contract based strategies. Studies show that the transaction costs for market oriented strategies can be comparatively high and inefficient (profit-reducing). Similarly the concept of contracting out is critically evaluated; the control chances (costs) of a principal vis a vis his agents are analyzed. By turning away from the pure RC concept the analysis can even contribute to a critical review of NPM practices.   

The “survival” of the RC model – in spite of all kinds of critics and extensions – relies on its normative “turn”. The mismatch of model and reality is taken as the basis for blaming economic and political practice. Only if the relevant actors follow the rules of the RC model the proposed outcome will be reached. Whereas the majority of the economic scientists will reject such a shortcut, the “normative turn” is a welcome proposition for many practitioners who are looking for simple ideas. They make RC and consequently also the NPM concepts a belief system. By this they perpetuate the narrow view of this perspective with regard to values and performance criteria. And this in turn reduces the fruitful discussion about the insight of modern theoretical developments for modernization practice.   
3. 2 System Theory

System theory has many origins, sources and versions. They cannot be described here. The following discussion concentrates on the “autopoietic” version of this theory, as it was developed by Niklas Luhmann (1997; 2002). System theory is a universal theory which covers almost all segments of society. It focuses its observations on (social) communication. Systems are areas of dense communication which are separated from its environment by a system border. In the process of societal evolution different types of subsystems emerged. They have organized their communication in different ways.
It is the advantage of this theory that it invites us to observe different types of systems, their various functions and their multiple forms of functioning. One type of variation relates to the scope of communication systems: the simple social system = communication on the basis of personal presence; organizational social systems = systems which are specialized on decisions and which coordinate their communication basically by membership roles; societal subsystems which fulfill specialized functions for society and use specific media and codes. The system of world society includes all communicators which can be reaches by any communication – a system that is much more empirically transparent since the existence of the internet.
“Autopoietic” social systems can only do what they can do; they are closed in terms of internal operations (communication). At the same time the systems are open for irritations from the environment; sometimes they are even structurally coupled with aspects of their environment. Systems can observe the environment and its reactions to the operations of the system. Nevertheless, systems are tied to the basis of their operations. Social systems exist because their specific operations contribute to the functioning of society – when dealing with complexity and dynamics of globalization. 

The societal subsystems are of special interest for our topic. They are seen as the product of a functional differentiation during long term societal development. This does not deny that functional equivalents are possible – i.e. structures which can alternatively fulfill specific functions. However, a fusion of too many functions will lead to an insufficient functional performance. The strength of functional differentiation rests in the system-specific observation of the communication in the environment and the specific reaction of systems to them. With other words, they have a specific “antenna” for the scanning of their environment.
In this theoretical context the PAS and the economy are different subsystems with different functions, media and codes; the economy: function = supply of society with privately purchased and used goods and services; medium = money; code = payment – no payment. The PAS: function = setting of priorities for collective values/goals and the preparation and/or enforcing of binding decisions; medium = power and law; code = power (political majority) – no power (political opposition); legal – illegal action.  
Another important proposition of system theory: the systems have no inherent stop-rule; they always want to extent the scope of their operations: government expands its domains and jurisdictions; economy looks for more products, customers and profit. The restrictions have to come from other subsystems: the PAS is restricted by the limitation of money (drawn from economy by taxes etc.); the economy is restricted by political priorities and public policies (laws and regulations enforced by administrative directives and control). 
It is not difficult to understand what happens if the functional differentiation does not work: the lack of specialization of subsystems leads to poor performance with regard to the different functions/tasks – as it has been observed in the state economy of the earlier Soviet Union or in East Germany. But the same is true, if an economic system is dominating the PAS as in some policy fields (i.e. environmental protection, social aid) in the US or in some regions in China, where public/political rules are ignored by businessmen, administrators and party members on behalf of personal profit and wealth.

This theoretical reconstruction also offers an interpretation, for the observation that public-private partnership is a complicated, often unsuccessful model; or for the observation that the transfer of tools from the private business (like in the NPM context) is only of limited value for the public administration. The organizations of the public sector have to fulfill quite different demands than private enterprises: to use the same word (i.e. city = holding) does not help much. The public sector organizations have to be able to take decisions with regard to different values, preferences, and steering principles (hierarchy, majority decision, bargaining etc.) at the same time – even if they are changing rapidly. “Changing the wheels while driving at full speed” is a common description of this in Germany. And, public institutions cannot be closed down easily; and there is no owner, who can take his money for a carefree living to the Bahamas. This does not imply that the functional subsystems cannot arrange successful mutual institution-transfers. But it has to be expected and accepted that this is not always practical, and that a successful “one to one” transfer is very rare. All of this throws some light on the issues and empirical case studies which were described above.
4. Consequences for the development of the public sector in the next decade
This concluding part of the paper tries to draw some consequences for practical decision-making with regard to administrative architecture and the actors (staff) members under the conditions of globalization.
First, it can be concluded, that the combination of case studies and theoretical interpretation is a useful procedure, because it combines in-depth empirical data with generalizing arguments. 
Second, using the RC concept – especially in its basic format – for the founding of NPM reforms has contributed to the selective approach which governs the process of economization of the public sector. It does neither help to understand the unwanted consequences nor does it offer alternatives.

Third, RC is used as a normative concept which proposes the universal applicability of efficiency (profit) criteria – i.e. as the necessary main focus also for the public sector.

Forth, the modern format of system theory opens the view for the specific logics of functional subsystems of society and describes how they search for good solutions for their specific types of tasks; it also explains why a transfer of performance criteria and tools (from the business sector) for and into administrative practices is limited. Consequently, by following the values and criteria of capitalist market economy public administration would become part of the economic subsystem – whether it is institutionally differentiated and uses other denominations or not. The theory also explains the tendency of all functional subsystems to expand – if they are not restricted by the other functional subsystems. Temporarily, the dominance of one subsystem is possible. But this is done at the costs of other functions to be fulfilled in society – a risky development, as it can be observed with regard to the change of the climate world wide. It is also a generally risky perspective for politics and democracy
: public administration is an indispensable part of the PAS – for policy making, implementation and legitimating (as has been described by Suleiman 2006).
Fifth, it has to be acknowledged, that the question of values and performance criteria often is not discussed as an empirical one in recent days. It is obviously not sufficient to show, that modernized public institutions are working cost-efficient in the context of their subsystem.  The central reference point is profit. And this is the domain of the economic subsystem. Furthermore, it is not a question of the explanatory power of theories. It is a matter of normative positions and ideology. Therefore, whether the theorists agree or not – to counteract the trends of economizing the public sector (and its consequences) successfully, system theory should be used to back up normative arguments with regard to the future development of the public sector.    

This last argument proposes to enlarge the concept of System Theory (of Luhmann) in two directions:
a. Economization is an aspect of globalization; therefore, societies with different degrees of functional differentiation are affected by it. It is also done in different way and with a variety of impacts on their political-administrative systems – because these are in different phases of development. With other words: the impact of economization strategies is depending on the existence and strength of other (especially the political) subsystems: looking at Europe, the US and China makes this point very clear: the debate and conflict about the necessary measures for sustainable development will be one of the most relevant in the coming decade; the role of the state vis a vis the economy is also taken up by discussions about failing states and (good) governance. But all of this lacks a solid theoretical basis – which helps to understand the (mal-) functioning of reform strategies or substantive policy impulses under observation.

The concept of Beck (2002) should be mentioned here. He uses the term                          “cosmopolitan state” to explain the variations we find within the European Union. He suggests interpreting global public policies as an attempt to manage the necessary (!) diversity and not as striving for homogeneity. Using system theory helps to extend these ideas by interpreting the diversity as different developmental phases of societies – indicated by different stages of functional differentiation. This might lead to questions about the timing of administrative reform and about the necessary prerequisites for certain types of changes (like NPM projects). Some of the latest publications about the perseverance of public bureaucracy in the sense of Max Weber indicates the possibility that successful NPM reform – with a sense of proportion - might need a solid basis of classical bureaucratic features: rule of law, trained staff, formally assigned responsibilities and accountabilities etc. At least it seems to back up some values and performance criteria – beyond profit/efficiency.

b. Even when using the highly complex and abstract system theory, we should be able to give up the position of the “pure” observer (i.e. third level observation). We can and should make judgments about the quality of the developments we observe and the practical consequences we can draw from it. What kind of suggestions can we deduce from the research and its theoretical interpretation? 
First, the staff of public administration must be trained within a cognitive frame which is different from the NPM-logic. It should be the governance frame with a system theoretical basis.

Second, it has to be made clear that efficiency (not profit) is an important but not sufficient reference point for the performance of public administration. Reform processes as well as substantive policy development and implementation need a set of values and performance criteria. It is necessary to confront staff members in their training with these issues – to avoid excessive demands in their practice.
Third, public administration is a segment of a triangle: politics, public (citizens) administration. Therefore it has two environments for observation and orientation – an important role as a moderator of multiple perspectives and interests.

Fourth, demands on the activities of public administration can shift rapidly; so do the priorities with regard to values; however, it must be quite clear that they cannot be traded for one another. Professionally trained administrative staff has to be able to retain its ability for decision making – without giving up the rule of law on behalf of profit, or the interest of the general public on behalf of one powerful actor. This asks for a moderate degree of “autopoiesis” which relies on transparent procedures and tested and re-tested practices.

Fifth, with regard to reform projects the usefulness of imports from other sectors of society has to be checked critically. The question must be asked, whether these imports (can) help to fulfill the specific functions of the public sector (better). The ability to answer such a question derives mainly from practical experiences. It is important to let many staff members learn within and from reform processes. By this they become experienced with continuous change processes, and they become immune against to overarching reform rhetoric.
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� 	The -/* marks indicate some expected relationships.


� 	It has to be acknowledged that this might be more complicated and time consuming than the message „leave everything to the (global) market for the best of all solutions“.


� 	A typical example is an observation of a conference with a minister of social affairs in Germany. He was asked by the audience a couple of times about the substantive policy goals and he always answered by referring to new tools of NPM (benchmarking, decentralization and the like) 


� 	To pick up just one example: the word „customer-orientation“  is used in the context of NPM and suggests to mean service orientation. The definition of private enterprises, however, means to “tap on the ability and the willingness of the customer” to spend money. (Manager Magazin 1998,p 141)


� 	The political message „more services at less costs“ is very often just rhetoric. 


� 	Examples like „evidence based medicine“  or „demand oriented service“ demonstrate die difficulties and failures.


� 	Institute of Political Science in the University of Duisburg-Essen.


� 	It seems to be quite typical that the unsolvable problems are remaining in the public sector; it is not plausible that the (business) sector which is not able to solve these problems should be able to give advise.


� 	Typically: in the history the industry learnt “hierarchy“ from the military; nowadays the public sector learns “networking” or “competition” from the economic sector.


� 	In Germany the public expenses for commercial counseling have been multiplied since the beginning of the NPM projects (Gleis 2006).


� 	A recent example is contracting out: it is still suggested for the public sector – although private business more and more looks for „in-house“- solutions. 


� 	There exist an increasing number of cases in Europe and probably everywhere, in which the contracts for counseling are given to relatives, good friends etc. In Germany, this has lead to scandals and the resign of politicians.  


� 	In Germany a policy reform (in the field of employment) has become a „famous“ example, because it has been given the name of the adviser from Volkswagen AG: “Hartz-reform”. To make the relevance of this case for our arguments complete it has to be mentioned, that this person later was convicted for his involvement of a corruption affair. The policy still carries his name!


� 	A typical instrument for preparing this type of decisions is the competitive compulsory tendering (CCT) in the UK.


� 	In most cases the setup of a steering and controlling public agency is (regulation office) is necessary. 


� 	In Germany this is typical for local public transportation systems. Recently, the citizens use the instrument of „citizen vote“   to counteract privatization decisions by the local councils. 


� 	The scarcity of resources often has forced local politics to go this way of privatization; therefore the preconditions for his strategy – if it is accepted - are available. 


� 	This initiative is similar to the international consultations about GATTS.


� 	Richtlinie über Dienstleistungen im Binnenmarkt. Kom (2004)2


� 	The main focus of the final version is the alleviation of administrative procedures for the settlement of companies in any of the member states.


� 	This is not only an empirical issue but also a part of the new institutional economy: especially an implication of the principal-agent concept. 


� 	An observation of these days can illustrate the issue: a protest of some citizens was articulated by hanging the text „the interests of the economy are intangible“- thus modifying an article of the constitution, saying: „human dignity is inviolable“ - as a banner into the German parliament.
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