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Foreword

There has been a rediscovery in recent years of the critical role played by human resources in
improving and sustaining institutional effectiveness and development performance. It is this
realization that has provided the impetus to focus the World Public Sector Report on this
important topic. Governments increasingly look at public administration reform as a key
instrument to achieve important development goals and to catalyse wider transformation in
society. At the same time, public administration will not be able to play this role effectively
without competent and dedicated public servants. This means that the management of
human resources has moved to the fore as a central concern of leaders in the public service.

This World Public Sector Report surveys some of the major trends, models and
related visions that have influenced human resource management practices around the world
in recent decades. It highlights the diversity of values and doctrines that have guided the
strengthening of HRM systems in the public sector. The present report advocates that future
reform in this area involves striking a balance between three broad models or schools in pub-
lic administration: traditional public administration; public management, including new public
management (NPM); and an emerging model of responsive governance. An important objective
of the report is to discuss how the best attributes of these three models can be effectively har-
nessed to address contemporary challenges facing HRM in the public sector worldwide.

The theme “Unlocking the Human Potential for Public Sector Performance” is par-
ticularly pertinent at this point in time when the interconnectedness of professional manage-
ment of human resources and government effectiveness has become very evident to leaders
and managers in the public service in both developed and developing countries. The report
hopes to further stimulate debate, particularly in developing countries and transition
economies, on how to manage human resources in the public sector more effectively for
enhanced development performance and social progress.

The report is also intended to serve as a substantive input into a number of
upcoming intergovernmental meetings where the role of public administration in facilitating
the realization of the Millennium Development Goals will be on the agenda. It is similarly
expected that the report will contribute to discussions at a Special Session of the General
Assembly in 2006, which will review progress in revitalizing public administration during the
past ten years, or since the adoption of the landmark General Assembly resolution 50/225 on
public administration and development.

JOSE ANTONIO OCAMPO
Under-Secretary-General for Economic and Social Affairs
October 2005
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Preface

At the core of the process of realizing the Millennium Development Goals (MDGs) is a new
vision for development that places people at the centre of socio-economic progress in all
countries. This vision also recognizes the important role of global partnership and solidarity
in enabling developing countries to achieve the MDGs. While some countries are on track in
achieving the goals, many more are still lagging far behind.

The report demonstrates that the development performance of countries is heav-
ily underpinned by the quality of public institutions. Effective public institutions make it pos-
sible for governments to coordinate human action for the public interest. When public
institutions perform well, it is primarily owing to the motivation, skills and integrity of the
human capital and the quality of leadership. In other words, people are the lifeblood of the
public service and the main source of its vitality and strength.

Thus, the strengthening of national capacity for public administration is one of
the best measures that governments in developing countries can undertake in their efforts to
realize the MDGs before the year 2015. More specifically, the report argues that capacity
development of public servants needs to move to the centre stage in institution-building in
developing countries and transition economies. It also makes excellent economic sense for
governments to invest in greater professional development of staff, particularly career civil ser-
vants, who are generally lifelong employees of the state. This realization has unfortunately
often been lost in the negative debate in both developing and developed countries on the role
of the public sector in society—a debate that has tended to portray public servants primarily
as a cost that can be slashed rather than as an asset that will grow in value if properly nurtured
and utilized.

The report also highlights that institutional transformation in the public sector
involves the individual transformations of public servants. Changing the values and attitudes
of public servants is never easy and will require principled leadership and a clear vision and
strategy for human resource development. It will also call for more professional management
of staff in the public service. One important objective of publishing the World Public Sector
Report is to join the call for greater professionalism in public administration in developing
countries, with special emphasis on the management of human resources.

One of the constraints impeding strategic management of public servants and
highlighted in the report is the lack of systematic collection and analysis of data on the quan-
tity, quality and performance of human resources in the public sector. This issue will increas-
ingly have to be addressed by governments at both the national and the global level. Without
continuous, accurate, reliable and valid data on human resources in the public sector, critical
human resource management decisions will already be obsolete when implemented. Instead,
the planning for the public sector of tomorrow should be based on the present and projected

state of human resources.

/ZL 8ok

GUIDO BERTUCCI
Director of the Division for Public Administration and Development Management
October 2005
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Executive summary

The main objective of the World Public Sector Report 2005 is to discuss the critical role of
people and human resource management (HRM) in effective public administration, with a
particular focus on developing countries and transition economies. It is people, coordinated
by institutions, who deliver public services. How effectively government institutions align the
behaviour of staff with the public interest is determined primarily by the capacity, motivation
and integrity of human resources and the quality of leadership. In other words, people are the
lifeblood of the public service. This underscores the need to value people highly and to
develop and manage human resources with great care.

The field of HRM has evolved significantly in the past decades as external and
internal pressures have forced governments to redefine the role of the state and recalibrate
public administration capacities. This evolution, while responding to contemporary eco-
nomic, social, political and technological developments and reflecting current trends in pub-
lic administration doctrine, builds on a longer history of the theory and practice of public
sector personnel management.

As part of this process of evolutionary reform, many governments are currently
grappling with the search for a new synthesis of traditional and modern principles and tech-
niques of public administration and management. The present report advocates that this
search for a new synthesis involves striking a balance between three broad models or schools
in public administration, namely, maditional public administration; public management,
including new public management (NPM); and an emerging model of responsive governance
that emphasizes networks, greater openness and partnerships with civil society and the private
sector. Each one of these models offers principles, tools and techniques that are essential in
addressing contemporary challenges facing HRM worldwide.

Thus, an important challenge facing public leaders is how to incorporate or rein-
vigorate desirable traditional civil service values, such as impartiality, integrity and dedication
to public service, while at the same time promoting management innovations and efficiency
improvements as well as encouraging more open and responsive forms of administration. The
HRM synthesis advocated in this report proposes a public service that is impartial, profes-
sional and responsive and that draws, where appropriate, on the skills and resources of the pri-
vate and civil society sectors. In addition, the new synthesis stresses the need for the public
service to curb corruption and to exhibit the highest levels of neutral competence, efficiency
and performance orientation in every respect.

In order to realize this vision for HRM reform, the report makes a series of rec-
ommendations for consideration by governments in developing countries and transition

economies. A few of those messages are highlighted next:

1. Professionalizing HRM: towards “strategic specialization”

Staff responsible for human resources should not be confined to playing a
restricted, bureaucratic and reactive role, limited by and large to routine decisions about staff
entitlement to pay increments and the like. Instead, they should have real input into strategic
decisions about staff management as well as decisions on how to achieve the core objectives of
government. This calls for the upgrading of the status and influence of human resource man-

agers in organizational structures and decision-making processes in the public sector.
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Strategic specialization implies an all-encompassing approach to workforce plan-
ning and development. However, the lack of quality data on employment and wages in the
public sector, particularly in developing countries and economies in transition, makes it dif-
ficult to measure the actual cost and contribution of staff to the overall performance of the
public sector. With a number of socio-economic factors depleting the pool of talent in many
countries, it becomes even more critical to improve the collection and analysis of data on the

workforce in order to plan prudently for the future.

2. Merit appointment: the best person for the job

Strengthening appointment on merit is one of the most powerful, yet simplest,
ways in which governments can improve their effectiveness. A merit-oriented and career-
based civil service is decisive in explaining cross-country differences in the performance of
governments in terms of the quality of services and the absence of corruption. The presence
of these factors helps to foster organizational standards, behavioural norms and esprit de corps
that promote commitment and integrity among public servants. The complex internal and
external challenges facing the public service in many developing countries, many of which are
discussed in the report, also provide a sense of urgency for governments to forge political con-
sensus to establish a merit-based career civil service as part of a national development strategy
aimed at promoting sustainable growth and equity. Merit-based HRM policies are also essen-
tial to improve and maintain the prestige of public sector employment.

3. Remuneration: balancing motivation, equity and ability to pay

Adequate pay is a key component in improving and sustaining the motivation,
performance and integrity of public servants. Thus, the development of a pay policy is an
integral part of strategic HRM in the public sector. The goal of such a policy should be to pay
public servants enough to attract and retain competent people while providing sufficient
incentives for staff to maintain a high level of performance over a sustained period. In a polit-
ical environment, a delicate balancing act must also be performed by juggling key priorities
and interests of stakeholders as well as motivation and equity of staff and the ability of gov-
ernments to pay when developing a remuneration policy. In short, equitable pay is difficult
to achieve without a “rightsized” and professional public service.

One favourite approach of NPM-advocates has been performance-related pay.
Evidence on performance-related pay, however, is inconclusive and ambiguous. It is certainly
not a panacea for improving public sector performance. In part, this is because it is difficult
to implement in the way that the model proposes: assessing “performance” according to meas-
ures of efficiency alone is rather hard to achieve. A single-minded focus on material incentives

also downgrades other reward and incentive measures that may be just as important.

4. Performance management: supporting and developing staff

Governments need to instil greater performance orientation among public ser-
vants. This means that performance management, including staff appraisal, must become cen-
tral to the work of government managers. The managers are responsible for the performance
of staff, and it is their job to manage them by setting objectives that relate to the overall goals
of the organization, monitoring their performance, and giving them support, feedback and
the opportunity to develop. Strengthening performance orientation in the public service also
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entails giving greater weight to relative efficiency vis-a-vis seniority in decisions on staff pro-
motion in the public service.

5. Outsourcing: a double-edged sword

Improving efficiency is one of the claimed benefits of outsourcing, with new mar-
ket-like constraints and incentives pushing managers to lower costs. Yet caution is required to
avoid attributing the success of outsourcing to the wrong causes. In fact, savings are due to
mainly less favourable pay and working conditions for private sector workers compared to their
public sector counterparts. The recent use of outsourcing in the security and military sectors
through private military firms and contractors has also been fraught with controversies, in

some instances, because of lack of clear policies regarding the regulation of such companies.

6. New Public Management: solutions chasing problems?

NPM as a set of principles and practices has been diffused as a “global model”,
often assisted by the weight of influential international agencies. The first lesson to be drawn
from the experience of NPM is that its world view is not shared by all. Many have pointed
out its “Anglo Saxon” origins and the extent to which it is a creature of that culture and its
history. An analysis presented in this report concludes that NPM, measured as the mobility
of high-level personnel between private and public sectors, has a negative impact on the pres-
tige of public sector careers. Furthermore, there is little evidence that NPM strengthens the
quality and integrity of the civil service. In fact, many local problems in developing countries
are quite different from those that NPM seeks to solve. In some instances, NPM has been
described as “solutions chasing problems” when in fact the problems require other solutions.

7. Leadership in the public sector: “walking the talk”

A leadership style based on command and control is no longer suited for effective
public sector management. Instead, leaders are increasingly judged by their ability to moti-
vate and bring out the best in staff, by how well they communicate the vision and mission of
the organization, and by their effectiveness in building partnerships and collaborating with
other organizations. Together, the complexity of challenges in the public sector is requiring
new leadership skills of senior civil servants.

Since public sector transformation often involves the reform of values and atti-
tudes of staff, the role of leadership by example is critical. The term “leading by example”
indicates the transformational power of leadership when employees follow the example of a
leader. An important role of a leader is to champion the shared vision, values, norms and stan-
dards of the organization. This will require high-level skills combined with strong commit-
ment and determination on the part of the organizational leadership.

8. HRM at the crossroads: challenges and opportunities

Demographic changes. Populations all over the world are ageing. This poses a
critical HRM challenge in the public sector, including the high costs of sustaining public serv-
ice pension funds. Reducing pension benefits, on the other hand, is likely to decrease the
attractiveness of public sector employment and make it more difficult to attract new talent.
This is an important consideration since a high proportion of senior civil servants are

Xi
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expected to retire in the next few years in a number of public services, with potentially sig-
nificant loss of institutional memory and capacity. For this reason, succession planning has
emerged as a high priority in HRM in several countries.

Labour migration. The departure of a skilled migrant signifies a loss of invest-
ment in previous education and training for the country of origin as well as a loss of skills and
experience that would otherwise provide future contributions to development, including
future tax payments. In developing countries, it is important that this phenomenon be coun-
terbalanced by “earn, learn and return” strategies to take advantage of the enhanced skills and
experience of the expatriate population, with programmes to facilitate remittances and
encourage migrants to return. In critical employment sectors, such as health and education,

governments also need to adopt specific programmes and incentives to stem the tide.

HIV/AIDS. In some countries, particularly in sub-Saharan Africa, HIV/AIDS is
having a staggering impact on the performance of governments. The management of
HIV/AIDS issues in the work place presents many dilemmas. Mortality is only one aspect of
the problem to be managed. Given that the disease normally affects younger adults and those
in the most economically productive phases of their lives, HIV/AIDS has the potential to
reduce the pool of prospective employees and economic productivity in many countries.
Governments facing such challenges need to adopt a clear employment policy on HIV/AIDS
in the work place, addressing issues such as testing, disclosure, absenteeism (including sick
pay) and support services.
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Explanatory notes

The following symbols have been used throughout the
report:
, A comma is used to indicate thousands.

A full stop is used to indicate decimals.

— A hyphen between years, for example, 1990-2003,
includes the beginning and end years.

. Two dots indicate that data are not available.

Reference to dollars ($) indicates United States dollars.

The following abbreviations have been used:

APS Australian Public Service

BAMF Federal Office for Migration and Refugees
in Germany

BGN Brain Gain Network

BPE business per employee

CAFRAD African Training and Research Centre in
Administration for Development

CAP career assignment programme

CFA Communauté Financiere Africaine
(African Financial Community)

CSA Civil Servants’ Association

DPSA Department of Public Service and
Administration in South Africa

DTC diagnosis and treatment centre

FICCI Federation of Indian Chambers of Commerce

and Industry

GATS General Agreement on Trade in Services
GDP gross domestic product
HIV/AIDS human immunodeficiency virus/acquired

immunodeficiency syndrome

HPAE high-performing Asian economies

HRM
IBA
ICRG
ICT
ILO
IMF
INR
INTAN

MCSAAR

MINFIB
MINFOPRA

NGO
NHS
NPAIT

NPM
OECD

OWWA

PAYG
POEA

PPE
PPP
PRR
PSC

human resource management

Indian Banks” Association

International Country Risk Guide
information and communication technology
International Labour Organization
International Monetary Fund

Indian rupees

National Institute of Public Administration in
Malaysia

Ministry of Civil Service Affairs and
Administrative Reforms in Mauritius

Ministry of Finance and Budget in Cameroon

Ministry of Public Service and Administrative
Reform in Cameroon

non-governmental organization
National Health Service

National Programme for Information
Technology

new public management

Organisation for Economic Co-operation and
Development

Overseas Workers Welfare Administration
in the Philippines

pay-as-you-go

Philippine Overseas Employment
Administration

profit-per-employee
public-private partnership
performance-related reward

Public Service Commission
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PSMA Public Service Modernization Act

REFORPA Institutional Strengthening of Public
Administration in Angola

RMC redeployment management committee
SANSA South African Network of Skills Abroad
SCS State Capacity Survey

SES Senior Executive Service

SIGIPES Systéme Informatique de Gestion Intégrée

des Personnels de I'Etat et de la Solde
(Integrated Computerized State Personnel
and Payroll Management System)

TMNP temporary movement of natural persons

TOKTEN

TaM
UN/DESA

UNDP
UNU
VCT
VRS
ZESCO

XVii

Transfer of Knowledge through Expatriate
Nationals

Total Quality Management

Department of Economic and Social Affairs
of the United Nations Secretariat

United Nations Development Programme
United Nations University

voluntary counselling and testing
voluntary retirement scheme

Zambia Electricity Supply Corporation
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The designations employed and the presentation of the material in this publication do not imply the expression of any opinion
whatsoever on the part of the United Nations Secretariat concerning the legal status of any country, territory, city or area or of
its authorities, or concerning the delimitation of its frontiers or boundaries.

The term “country” as used in the text of this report also refers, as appropriate, to territories or areas.

For analytical purposes, the following country groupings and subgroupings have been used:®

Anglo-Saxon countries Developing countries
Australia, Canada, New Zealand, United Kingdom of Africa
Great Britain and Northern Ireland and the United States Asia and the Pacific (excluding Australia, Japan and
of America. New Zealand and the member States of CIS in Asia).
Countries with economies in transition (“transition economies”) Latin America and the Caribbean.
Central and Eastern Europe High-performing Asian economies®
Albania, Bulgaria, Czech Republic, Estonia, Hungary, Hong Kong Special Administrative Region of China,
Latvia, Lithuania, Poland, Romania, Slovakia and Indonesia, Japan, Malaysia, Republic of Korea, Singapore,
successor States of the Socialist Federal Republic of Taiwan Province of China and Thailand.

Yugoslavia: Bosnia and Herzegovina, Croatia, Serbia and
Montenegro, Slovenia and the former Yugoslav Republic
of Macedonia. Denmark, Finland, Iceland, Norway and Sweden.

Nordic countries

Commonwealth of Independent States (CIS) The designation of country groups in the text and tables is

intended solely for statistical or analytical convenience and
does not necessarily express a judgement about the stage

reached by a particular country or area in the development
process.

Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan,
Kyrgyzstan, Republic of Moldova, Russian Federation,
Tajikistan, Turkmenistan, Ukraine and Uzbekistan.

Developed countries

Europe (excluding the European transition economies)
Canada and the United States of America.
Australia, Japan and New Zealand.

a Names and composition of geographical areas follow those
of “Standard country or areas codes for statistical use”
(ST/ESA/STAT/SER.M/49/Rev.3).

b This analytical grouping was introduced in the early 1990s.
It did not include currently fast-growing economies such
as China and Viet Nam.
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Unlocking the Human Potential for Public Sector Performance

Introduction

Within living memory, it used to be fairly simple and straightforward to define the admin-
istrative state, to delineate the public sector, to differentiate and distinguish public ad-
ministration, and to identify the profession of government as consisting of trained and
experienced public administrators who devoted their working lives to running public organi-
zations. However, given the speed and scope of ongoing change in most societies, public
administration is under a great deal of pressure to adjust and innovate just to keep pace with
developments and facts or else it will find itself falling further and further behind the expec-
tations of citizens as well as politicians and other stakeholders.

The changing role of public administration has been influenced by many factors,
including the emergence of new tasks and activities for government, the transformation of
many of its traditional functions, and the recent revolution in information and communica-
tions technology (ICT) that alone is requiring radical change in work, management, and
decision-making processes in all organizations but especially in traditional-style bureaucracies.
Nonetheless, certain challenges stand out as needing immediate attention lest all other efforts
fail to realize their potential. Among these for public administrators everywhere, in both
developed and less developed countries, are coping with globalization, restoring the capacity
to govern, furthering democratization, adapting to the knowledge society, and attracting tal-
ent into public service.

Essential to the capacity of governments to respond to these critical challenges
effectively will be renewed focus on the management of human resources, the lifeblood of the
public service, including the development of strong leadership capacities. This is the overar-
ching message of the World Public Sector Report 2005.

Chapter |

The first chapter provides an overview of the evolution and key attributes of three broad mod-
els or schools on which most of the lessons and examples of contemporary global thinking
about HRM reform are based: rraditional public administration; public management, including
new public management (NPM); and responsive governance. Each of the three models espouses cer-
tain core values and key variables that are essential in addressing contemporary HRM challenges.

A new HRM synthesis should build on the best attributes of these three models.
Traditional public administration, for example, is anchored in the enduring principles of
impartiality and merit; public management places particular importance on performance
management and professionalism; and the governance paradigm stresses the need to make
public administration more responsive to the demands of citizens and other stakeholders. The
present report suggests that the unifying principles of such an HRM synthesis in the public
service could be impartiality, professionalism and responsiveness.

Chapter |l

The second chapter focuses on why the quality of HRM in the public sector is critical for
government performance and national development. It emphasizes that reform of HRM will
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depend on the pre-existing structure of public administration in a given country. Gov-
ernments are well advised to start HRM reform on the basis of their current needs, develop-
ing and adjusting gradually to meet the requirements of the day rather than adopting a
blueprint model drawn from an international “best practice”. It is this “path-dependent” char-
acter of public service institutions and procedures—the result of their history—at least as
much as cultural differences that explains why governments vary to such an extent in the basic
structures that they have put in place to manage staff. While some countries need to lay the
foundations for HRM by putting into place the necessary legal and regulatory framework and
ensuring that these policies are being followed, other countries, where the foundations are
strong, already have the luxury of building on them, for example by delegating authority to
line managers.

Senior officials, unlike their counterparts in the private sector, have traditionally
been constrained in the exercise of leadership and taking initiatives by the complex politi-
cal environment and institutional arrangements in the public sector. Without a solid
understanding of the political context, it will be very difficult, if not impossible, for leaders
to spearhead comprehensive reform effectively, particularly in environments character-
ized by significant resource scarcities. In such situations, it is important for leaders to
have a good grasp of the complex networks of people that underpin the operation of the
public sector.

Chapter lll

The third chapter examines some of the major socio-economic challenges confronting gov-
ernments and posing serious questions about the sustainability and integrity of key aspects of
public sector human resource systems. A common thread running through these socio-
economic challenges is that they affect in some measure both developed and developing coun-
tries. The present report examines three prominent challenges with direct consequences for
HRM. First, it focuses on demographic shifts and in particular the challenge of an ageing
population. Second, the report examines recent trends in labour migration, including the so-
called “brain drain”. Finally, it looks at the effects of HIV/AIDS on public sector manage-
ment, especially in sub-Saharan Africa.

Chapter IV

The fourth chapter discusses some of the recent HRM reform experiences. Among those dis-
cussed in this chapter, the report highlights how structural adjustment and downsizing of
the public sector constituted a dominant trend during the 1980s and 1990s in many devel-
oping countries. Such measures often resulted in a set of harsh actions that lacked support
and legitimacy because of their social impact, to the detriment of other reforms that might
have resulted in improvements in administrative capacity. Moreover, only modest results
were often achieved beyond the elimination of ghost workers and others who should not
have been on the payroll. The lessons learned from NPM are also assessed in this chapter,
with a particular focus on the devolution of HRM, outsourcing, performance-related pay
and deregulation as well as the relevance of NPM for developing countries. The issues
of labour-management relations and diversity management are also briefly discussed in
the chapter.
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Chapter V

The fifth chapter reviews some of the key frameworks, strategies and systems that need
to be in place for effective HRM in the public sector. Whether governments need to establish
or amend legislation governing civil service employment, the present report advocates that
embedding the principle of merit is essential. In addition, it is important that the values
of impartiality, professionalism and responsiveness be institutionalized, promulgated and
protected by a prestigious, professional and powerful guardian agency at the centre of
government.

Every government needs to develop a policy statement that defines how staff
management will contribute to the achievement of its overall strategic objectives. Whatever
HRM strategy a government chooses to adopt, it will need to provide professional HRM
support to the managers who make staffing decisions. The application of an integrated com-
petence-based model is also an important part of strategic management of human resources
in the public service. By promoting a consistent approach across all HRM activities, the
framework helps to ensure that HRM contributes effectively to achieving the government’s
objectives.

Another integral part of strategic HRM is the development of a comprehensive
pay policy that enables the public service to attract and retain talent. Adequate pay is widely
considered a key component in improving and sustaining the motivation, performance and
integrity of public servants. Conversely, low salary levels result in absenteeism, alternative
and additional employment, corruption and low productivity. These pros and cons as well as
additional challenges of developing a pay policy are discussed in the chapter.

Chapter VI

The sixth chapter points out that many observers believe that governments have lacked the
ability to learn and adapt to circumstances of rapid change such as those experienced during
the last two decades. Governments tend to experience great difficulties in diagnosing prob-
lems early, selecting policy directions, designing effective and efficient programmes, rectifying
problems and avoiding what is commonly referred to as state or public sector “failure”. An
important quality of a public sector engaged in organizational learning, on the other hand, is
its adeptness in identifying and analysing salient cues in the broader environment as well as
in responding to those cues in a strategic, timely and thoughtful manner.

Governments have many ways to promote organizational learning in the public
service. On one hand, they can focus on strategies that encourage greater sharing of both
explicit and tacit knowledge among staff, and, on the other, they can emphasize incentives for
public servants to take more direct charge of their own capacity-building needs within an
overall corporate HRM strategy.

The role of leaders in developing an environment of learning and trust is very
important. By playing a proactive role in promoting information-sharing and better commu-
nication within the organization, leaders can send a message that learning is a high priority
and that old ways of doing business are being actively discouraged. Organizational learning
can also be facilitated through more effective coaching and mentoring of junior and mid-level
colleagues. Several countries, for example, have opted for fast-track programmes where high-
flying candidates are put on paths to senior management under the guidance and advice of

mentors.
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Technical summary

Finally, the technical summary provides quantitative analysis that supports the discussion in
the main body of the report. By applying linear multiple regressions to cross-country data, the
analysis measures the impact of selected variables on the quality and integrity of the public
service and on the prestige of public sector employment. It confirms a positive correlation
between merit-based recruitment as well as promotion and the quality as well as integrity of
the public service, but not the prestige of public sector employment. Better remuneration
of senior officials increases the quality and integrity of bureaucracies and enhances the pres-
tige of public sector employment, although the latter is only the case in non-African coun-
tries. New public management, measured indirectly by the extent to which senior officials mix
private and public sector careers, has no apparent effect on the quality or integrity of the
public service. It is associated, however, with low prestige of public sector employment,
making it more difficult and expensive for government to recruit and retain a fair share of the
best talent. These findings are explained in more detail in the technical summary at the end
of the report.



Unlocking the Human Potential for Public Sector Performance

Chapter |
The globalization of public
sector reform

The changing role of public
administration

The field of human resource management (HRM) has evolved significantly in recent decades
as external and internal pressures have forced governments to redefine the role of the state and
recalibrate public administration capacities. This evolution, while responding to contempo-
rary economic pressures and reflecting current trends in public management doctrine, builds
on a longer history of the thought and practice of public sector personnel management.

In the present report, a distinction is made among three broad models of public

Contemporary HRM
reform has been
shaped by three
main models: public
administration; public
management and
governance

administration and management underlying contemporary government HRM reforms: #7a-
ditional public administration; public management, including an important recent develop-
ment, new public management; and responsive governance. In some measure, they are
chronological, yet they overlap in both historical time and substance. The last of the
three—responsive governance—is not so much a historical model as an emergent set of trends.
Its inclusion reflects a potential convergence of thinking, based on significant developments
in practice and new challenges. Table 1 highlights some of the unique characteristics of each
one of the three models.

Cutting across these three models are the varied experiences of social and economic
development in different eras and in diverse geopolitical environments. For example, in many
Western democracies, a rights-based social agenda in the second half of the twentieth century
impinged strongly on public sector HRM, particularly through anti-discrimination measures.

Table 1.
Three models of public administration

Public administration

Public management

Responsive governance

senior officials

Citizen-state Obedience Entitlement Empowerment
relationship
Accountability of Politicians Customers Citizens and

stakeholders

Guiding principles

Compliance with rules
and regulations

Efficiency and results

Accountability,
transparency and
participation

Criteria for success

Output

Outcome

Process

Key attribute

Impartiality

Professionalism

Responsiveness
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In many contemporary developing countries and transition economies and polities, varying
legacies such as colonialism, post-colonialism and state socialism have meant that ideas and
principles embodied in the three models, when transplanted, have been modified in quite dis-
tinctive ways. Despite these lasting historical legacies, the models provide most of the lessons
and examples on which contemporary global thinking about HRM reform is based.

Traditional public administration

Traditional public administration is associated with the emergence of civil service systems in
countries undergoing industrialization in the second half of the nineteenth century. These sys-
tems embodied a set of rules about merit-based recruitment and promotion, for example, the
use of competitive examinations. Other rules covered security of tenure and the payment of
a decent, fixed salary, usually determined by job-related criteria rather than by market value.
These rules and procedures were often entrenched in the form of laws and regulations that
were overseen and implemented by more or less independent personnel authorities.

One of the purposes of this, as with the institutionalization of merit, was to take
politics and politicians out of the field of personnel management so as to eliminate political
patronage. The important principle was also established that the civil service was an impartial
but obedient instrument of the state or of the sovereign (in an increasingly large number of
countries, the latter took the form of an elected political executive). Its relation to the public
was also that of a detached, impartial interpreter and implementer of the laws and the poli-
cies of the day. Thus, the civil service came to enjoy the status of an impartial protector of the
public interest and became a symbol of stability and continuity.

There were some important variations within this overall Weberian bureaucratic
model of rationalization, functional specialization, and hierarchical organization due to
national legal traditions or cultural factors. For example, continental European traditions
tended to cloak the civil servant with a distinct legal personality as an embodiment of the
state, serving to entrench even more strongly its role as a guardian of the public interest. In
the United States, a layer of top officials was politically appointed by the President and
expected to be replaced if the party in office was voted out. In Sweden, uniform, permanent
civil service forms of employment were confined to a small core service, with other public ser-
vants employed under varying terms and conditions by each separate agency. In the United
Kingdom, a “class” system was established consisting of the administrative, the professional
and the clerical, with different recruitment criteria and promotion prospects for each class. By
contrast, in Australia, the base-grade entrant or a technical-cum-professional appointee could
rise all the way to the top more easily, with competition for top jobs increasingly opened up
to everyone.

Different systems also treated merit differently. For example, there was a strong
tendency in some systems to equate fitness for promotion with the length of loyal, disciplined
service, in other words, to rely on seniority rather than on the appraisal of relative efficiency.
Some systems developed job descriptions and position classifications to regulate appointment,
promotion and remuneration, while others relied more on broad-banded systems of rank
and seniority.

Despite these national variations, the underlying similarities were more important
and defined an increasingly universal model of public service personnel management in the
wealthier, and at that time more developed, countries. For the most part, the systems trans-
planted by the colonizing powers and later inherited by newly independent developing
nations followed this model. The modernizing strategies of non-Western countries that
escaped colonization, such as Thailand, included the importation of such a civil service sys-
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tem. In nineteenth century China, the Emperor delegated the customs service to a civil ser-
vice composed purely of Western officials working independently of the imperial bureaucracy
that proved to be much more efficient and less corrupt.!

In colonial societies, however, there were important differences. The colonial civil
service systems were unequivocally identified with the political interests of the foreign rulers,
while the colonial subjects were far from being “equal before the law” and treated impartially
by the civil service. These elements were part of the legacy taken over by post-independence
ruling elites, when it was necessary to apply various measures to try to redress the situation.
Another difference was that the civil service was completely out of step with employment and
other conditions in the wider economy and society: it was an enclave of relative privilege and
Western modernism.

New political elites were concerned mainly with national mobilization and eco-
nomic development, for which purposes the civil service was an indispensable tool. In conse-
quence, the civil service in a number of cases became an instrument of political mobilization
and patronage, blocking the development of “neutral competence”. The public employment
system was itself used as a resource to be distributed to followers and the winners of the elec-
toral game, and, as a consequence, civil service systems became heavily politicized. In fact,
while civil service systems in post-independence countries structurally resembled those in the
former colonial administration, in terms of behaviour, they were different. This phenomenon
was sometimes labelled as “prismatic” in the debate on development administration.

Public management

From the late nineteenth century, when the United States progressive movement called for
administrative reforms such as the separation of politics from administration and the employ-
ment of professional managers, the example of business management has had a strong hold
on the minds of public sector reformers. This continued to be the case even after patronage
and other ills had been suppressed in the development of the modern civil service.

The traditional public administration paradigm of personnel management was
quite distinct in important respects from that which prevailed in the private sector. For exam-
ple, it was much less common for private sector management to offer security of tenure
although some large companies did operate a career service system (e.g., in Japan). However,
even then, it was more common than in the public sector for relative efficiency to be adopted
for promotion and placement purposes and for continuing employment to depend on per-
formance. Perhaps it was easier in business to measure performance although this was not nec-
essarily so, as many of the same kinds of jobs in the public sector—such as legal work—are
also found in private firms and have no immediate measurable result with respect to the pri-
mary product of the business.

Another difference in the private sector was that pay and remuneration tended to
be governed more by labour market conditions; mobility for staff between different employ-
ers was also more common. Use of contract or temporary workers was much better suited to
the need for flexibility in the market place.

Practices that developed in the private sector were the principal source of the pub-
lic management model, or “managerialism”, as it has sometimes been labelled.? This refers to
the belief that management is a generic art or science, applicable to any context whether in
the private or the public sector. However, business management doctrines and practices are
more difficult to categorize as a coherent package than are the components of traditional pub-
lic administration. They change and adapt as business needs change; they are subject to waves
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of fashion, which spread across the world often discarding pre-existing local conditions and
exhibit constant experimentation.

Yet one enduring theme is the notion that management (not “administration”)
has a primary focus on efficiency and results. The public management paradigm dislikes rigid
rules, formal procedures and uniform systems such as those that prevail in the traditional civil
service. It emphasizes the hands-on skills of the manager and the need for managers at all lev-
els to exercise initiative. At the same time, the “science of management” should be brought to
bear to help managers to solve generic management problems. Whether adopting doctrines
such as Taylorism (treating employees as part of a machine-like production process) or the
human relations school (treating employees as people with human needs), the aim is to fit the
human resource system into a wider framework of management, driven by business objectives
and the requirements of bottom-line organizational performance.

These ideas were espoused by many businessmen and management experts
brought in to review government efficiency throughout the twentieth century in both the
United States and Europe. The change in terminology from “personnel administration” to
“human resource management” as a way of describing and conceptualizing the personnel
function in the public sector was a sign of their influence. Under the public management
model, diverse sets of HRM practices drawn from management science and doctrine
were adopted, depending on the “business needs” or the “business model” of the particular
organization. For example, it was claimed that “management by objectives” and “strategic
planning” would enable each organization to adapt its HRM practices to its particular objec-
tives and circumstances.

The public management paradigm is best characterized not by any particular doc-
trine or set of practices but by its hostility to the one-size-fits-all approach of the traditional
civil service. For some business circumstances, contracting, competition, piece rates and per-
formance pay may be appropriate; for others, the recipe might be more permanent em-
ployment conditions, corporate attention to “whole-person development” and a focus on
teamwork and work-place solidarity. The paradox, or irony, is that one of the criticisms
directed at public management is the way that it sought to impose itself globally, thereby, in
fact, promoting a one-size-fits-all approach.

New public management
So-called new public management (NPM) is a modern development within the public man-
agement tradition. Its ubiquity and impact on a global scale are undeniable. It not only seems
to have dominated academic and practitioner discourse in contemporary public administra-
tion, but it has also carried the stamp of approval of influential international institutions dis-
seminating best practices. Much of the value of the NPM currency could be said to have been
derived from the ongoing attention to it by organizations such as the Organisation for
Economic Co-operation and Development (OECD).

As a result, NPM ideas and practices are current in places that are culturally, eco-
nomically and politically as diverse as Mongolia and New Zealand or Singapore and
Zimbabwe. This rapid diffusion of the NPM doctrine is an excellent example of globalization
of public sector reform. Exactly because NPM has become a widespread trend in such differ-
ent settings, caution is advisable in interpreting its significance.® One problem is that the label
is loosely applied. NPM in this discussion is given a relatively narrow meaning.

First, it is distinguished from “new public policy”, that is, those policies adopted
by many governments from the 1980s in the name of slowing government growth and reduc-
ing the share of the public sector in total gross domestic product (GDP).# These policies were
adopted by some governments for ideological reasons and by others as their response to the
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increasing vulnerability of protected national economies in the face of globalization. Gov-
ernments of the left in Australia and New Zealand from the middle of the 1980s, for exam-
ple, took up privatization, expenditure cuts, labour-market deregulation and various other
forms of structural adjustment in order to survive in challenging economic circumstances.

For developing nations, these so-called “structural adjustment” policies were often
externally imposed and reflected an orthodoxy or consensus among international financial
institutions and their economic advisers about the steps needed to rescue weakening
economies and become viable players in the global economy. However, while there is a dis-
tinction, in practice, the “new public policy” paradigm tended to be accompanied by NPM
while structural adjustment programmes also incorporated its ideas.

Second, while NPM is often characterized by its use of business management as
a model, this does not set it apart. As already pointed out, business has always been an attrac-
tive model for public administration reformers concerned with improving efficiency and ser-
vice quality. The shift from thinking of public administration as a distinctive enterprise to
thinking of it as “public management” both pre-dates NPM and also led to a diverse array of
administrative initiatives (including NPM). For example, business models informed the emer-
gence of staff empowerment through participation and teamwork. Total quality management
(TQM) is another business improvement model with widespread contemporary influence in
many public sectors, for example in Malaysia, where quality had been a major focus of pub-
lic sector reform, whereas NPM has been less influential.

Some commentators indiscriminately include all such management innovations
in their depiction of a very broadly defined “new public management”.®> NPM, however, can
also be viewed as both a particular doctrine and a distinctive tool-kit of administrative tech-
niques. As a doctrine, it combines insights from economic theories of institutions with practical
lessons from business management, the latter selected because they conform to these theories.
While experiences of applying NPM vary from one local setting to the other (as described in
chapter III), the “ideal type” of NPM nevertheless subscribes to some basic attributes.

The theories begin with the assumption that everyone is motivated by the desire
to maximize personal preferences. From this assumption, such models as principal-agent and
the budget-maximizing bureaucrat are derived.® Thus, in order to align the agent’s self-interest
with the principal’s objectives, both should be monitored according to rules, constraints and
performance agreements that incorporate incentives rather than according to the principles of
obedience, trust or the building of joint commitments. Once these contractual arrangements
are in place, in an agency budget or in a contract of employment, for example, the agent can
be left to “self-manage” rather than be instructed or closely supervised.

To take another example, if a government wants to provide just the right amount
of a service at the desired quality and at the lowest feasible cost, then market disciplines will
provide the right constraints and incentives to bring about this outcome. Hence, such instru-
ments as internal markets, user charges (as distinct from equity or ability to pay) and
contestability or contracting out are advocated. Thus, the characteristic tools of NPM are
competition, marketization, autonomization, disaggregation and deregulation, all of which
embody an anti-bureaucratic philosophy. The fundamental criticism of bureaucracy in this
view is that it has no answer to efficiency except more rules and regulations, the usual result
of which is greater inefficiency.

It is important, however, to keep in mind that the world view of NPM is not
shared by all. Many have pointed out its Anglo-Saxon origins and the extent to which it is a
creature of those cultures. In Europe, some countries have not been attracted to NPM mod-
els and solutions. In some cases, this is because they have a “statist” culture and tradition that
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cies are imbued with top-down, public law privileges and obligations that cannot so easily be
carved up or contracted out. Public bureaucracies and civil servants both enjoy the status and
possess the legal and political capacity to resist such suggestions.”

Key features of NPM-style HRM

A key feature of NPM-style HRM is the normalization of the status of the public sector
employee; that is, the legislation and the institutions that made traditional employment in the
public administration distinctive are jettisoned or downgraded. In some cases, security of
tenure is lost while market conditions are deployed as a primary driver of human resource ini-
tiatives. Agency managers are able to strike work-place contracts with their own employees
just as a business does.® The implications of this include a much smaller role for central reg-
ulation of the civil service and, in the extreme case, the abandonment altogether of the con-
cept of a “civil service” encompassing the whole of government.

Another key aspect is the focus on performance or output in all aspects of person-
nel management primarily through such NPM instruments as contracting and “pay for per-
formance”. Many of these measures have encountered resistance from established civil service
systems and their defenders in case they destroy too much of familiar, traditional forms of
public administration. In some countries, such as Australia and New Zealand, implementa-
tion of NPM initiatives has been followed by a refocusing on these more traditional concerns.

As discussed in chapter V, there has been a revived emphasis on core capacities
and on maintaining continuity and integrity through fostering civil service values, such as
commitment to public service. The fear is that something important may be lost when the
distinctiveness of the career civil service is blurred through wholesale adoption of private sec-
tor practices. The technical summary demonstrates that this fear is not unfounded. In partic-
ular, it shows that there is no evidence from the available data that NPM—indirectly
measured as the mixing of public and private careers of senior staff—has had a positive effect
on either the quality or the integrity of the public sector.

Among the more appealing and universally attractive elements in the array of
NPM principles and tools is customerization. The growing focus on service quality, or respon-
siveness to customer or consumer needs and demands, implies efforts to incorporate quality-
service and customer-satisfaction indicators into performance measures and appraisal systems
and a need to shift some authority and resources to the point of customer interface.

From an HRM point of view, however, a dilemma arises over the conflicting
tendencies of top-down agency performance criteria such as efficiency and effectiveness and
bottom-up standards of service quality and customer responsiveness. A very familiar conflict
between bureaucratic control and professional discretion, especially in areas such as human
service delivery, reappears in a new guise. Increasingly, it has been found that many customers
of government services are not necessarily best served by NPM-style specialization, disaggre-
gation or contracting out. Such customers (or clients, as they were traditionally known) have
many related needs that may be best served by more flexible joint provision of services and
service integration. The lessons learned from NPM are discussed in detail in chapter IV.

Responsive governance

While public management originated in an admiration for businesslike efficiency, more
recently a new model has evolved that focuses on “creating public value”.® This view coun-
ters the bottom-line mentality derived from many business models and emphasizes a focus
on the management of multiple stakeholders and conflicting values in an overtly political or



Unlocking the Human Potential for Public Sector Performance

public-interest context. The significance of such a view of public administration is that it is
in part a reaction to what are seen by some as the excesses of NPM, but it also carries the
seeds of a wider set of contemporary changes in both thinking and practice.

NPM, perhaps, was based on too narrow a set of assumptions and values. Broader
and more inclusive is the set of principles and practices encapsulated by “governance”.
“Governance” is a catch-all word that entered common usage during the 1990s. The term was
first coined in the 1989 World Development Report where it referred mainly to financial
accountability of governments. The meaning of this term was later re-conceptualized by
UNDP, defining “governance” as the exercise of political, economic and administrative
authority to manage a country’s affairs. An important objective of governing institutions,
according to UNDP, is to promote constructive interaction between the state, the private sec-
tor and civil society. Later, in World Bank and donor discourse, it became a call to arms for
advancing a new agenda of development assistance, the perception being that financial or
technical assistance would not be put to good use until such concepts as transparency and
accountability, due process, probity and efficiency were institutionalized in the systems of
government of recipient countries.

The governance model raises a set of concerns different from those preoccupying
advocates of the NPM model. It emphasizes a government that is open and responsive to civil
society, more accountable and better regulated by external watchdogs and the law."® A strong
role is proposed for “voice” and for civil society “partnerships” through non-governmental
organizations (NGOs) and community participation.” Governance models thus tend to
focus more on incorporating and including citizens in all their stakeholder roles rather than
simply satisfying customers, a theme that echoes the notion of “creating public value”.

New governance theory in the academic discipline of public administration picks
up some of the same themes."? A strong claim in this body of ideas is that in a more complex,
globalizing world, the monolithic Weberian state is being supplanted by, on the one hand, a
set of arrangements that rely more on networks than on hierarchy and, on the other hand, by
the “post-regulatory state”, which relies less on direct provision and heavy doses of govern-
ment authority and more on lighter, more selective instruments, including a preference for
self-regulation and partnerships with non-governmental institutions.

Governance theory looks beyond management and service reform by pointing to
new kinds of state-society linkages and new, more multilayered and decentred forms of gov-
erning (including supranational institutions such as the European Union). Citizen involve-
ment is given a new emphasis through co-production of services (various forms of self-help), a
coordinated customer focus in order to address individual needs and problems holistically, and
a desire to incorporate the views of citizen groups directly into the service delivery process.

A common theme running through these recent developments is the importance of
multiple forms of public accountability. Traditional public administration focused on hierarchi-
cal accountability within the civil service and further upward to political leaders. Public man-
agement also brought into play professional accountability of the kind that the manager in the
public sector acquires through training and experience. NPM focused on the dual, mutually
reinforcing accountability to the bottom line and to the customer, while responsive governance
depicts diverse, complex forms of 360-degree accountability in which there are multiple stake-
holders in both government and society, all of whom have a claim to be heard and answered."?

Openness and transparency are thus part of this emerging model. Accountability in
the responsive governance model calls for new forms of skills and leadership on the part of civil
servants, requiring that they be both politically impartial and socially responsible yet also polit-
ically aware and sensitive. Professional and personal ethics may, in such circumstances, be

increasingly important and will require increasing attention in future human resource strategies.
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to arms for a new
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calls for politically
impartial and socially
responsible civil
servants
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The responsive governance model is also emerging from a separate but in some
ways parallel set of developments in thinking and in practice, namely, the potential impact of
information and communication technologies (ICTs) on public administration. ICTs in the-
ory make possible a more dispersed but at the same time a more informed and transparent
process of decision-making (box 1). Powerful networks of high-volume communication are at
the disposal of individuals and groups, transcending boundaries and barriers—sectoral (public/
private), organizational, spatial and jurisdictional. Particular gains are envisaged through the
use of ICTs in handling the government-citizen interface via systems that enable two-way
electronic communication and secure service-delivery transactions. ICTs might also enable
back-office systems integration such that a customer with multiple needs could be handled
at one point of contact—a kind of virtual “one-stop shop”. All of these potential gains have
numerous implications for accountability and responsiveness.

In sum, the combination of new governance and the information revolution cre-
ates a vision of public policy and administration that requires new combinations of expert-
ise, accountability and responsiveness. This vision of responsive governance is far from being
realized and embodies some utopian elements. In terms of HRM policies and practices, the
implications have not yet been clearly articulated. They could include the need for new kinds

of expertise and the development of public service cultures that encourage more diverse

Sources:
See Bibliography.

Information and communication technologies

The ICT revolution has the potential to transform government as a whole—uwith far-reaching implica-
tions for human resource management. This transformation is likely to affect the work of governments
in four principal areas:

1. Internal processes and relationships both through machine automation of routine tasks—
especially record keeping and data retrieval—and through enabling much higher levels of
communication and collaboration among members of an organization regardless of physical
location (the networked “virtual organization”);

2. Relations between government and consumers of services and between employers and
employees through electronic service delivery;

3. Relations between government and citizens via various forms of digital democracy, including
“virtual communities” that facilitate information exchange and political mobilization; and

4. Relations between government and business through taking advantage of “e-business” oppor-
tunities in areas such as procurement.

In human resource management, even the basic applications of ICTs bring major challenges,
especially in poor countries. For example, the technical aspects of building online human resource
information systems can be solved relatively easily, but effective information systems rest on the
integrity and quality of the underlying management systems.

Thus, an integrated online human resource information system will be of no use unless the phys-
ical personnel records are already in good order so that they can be transferred to the electronic data-
base. Subsequently, management systems as well as data interfaces must be in place so as to update the
records constantly, and the capacity must be in place to input the data correctly at dispersed locations.

For recent resources on the challenges and opportunities facing e-government in developed
and developing countries, readers are advised to review the World Public Sector Report 2003:
E-Government at the Crossroads and the Global E-Government Readiness Report 2004.
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forms of knowledge acquisition and dissemination, that is, more sophisticated knowledge
management systems and the fostering and development of organizational climates that
encourage openness, partnerships and participation as distinct from closure and a primary
concern for continuity.

Emerging issues

This survey of models and related visions has highlighted the diversity of values and doctrines
that have emerged in the history of wider public sector reform and that, in turn, have influ-
enced public sector HRM practices. How do different countries measure up according to the
three models? This is not an easy question to answer with any precision because the three
models overlap in places while actual practices and institutions often exhibit a combination
of aspects of each. However, it is possible to begin by using as a benchmark those countries
that were the first to adopt traditional public administration (they were there “at its birth”),
observing, first, the variations in the extent to which they have adopted various forms of pub-
lic management, NPM and responsive governance.

Among the OECD countries, all have engaged in some degree of public manage-
ment modernization of their traditional bureaucracies, while they also generally seek to retain
the core values of neutral competence that these bureaucracies embodied.’ It has often been
observed, however, that there is a marked variation in the extent to which they have adopted
managerialism and NPM doctrine and tools. The Anglo-Saxon countries tended to be more
enthusiastic about NPM, while many continental European countries were much more cau-
tious. A middle ground was taken by some of the Nordic countries.

More recently, those countries that adopted NPM most enthusiastically (such as
Australia and New Zealand) have rediscovered some of the virtues of traditional public
administration and have adapted their reformed, marketized systems accordingly. Many states
in East Asia institutionalized most elements of traditional public administration, but they
have been somewhat cautious about NPM reforms. Some prime examples of relatively
high-performing bureaucracies, such as Malaysia and Singapore, have been enthusiastic bor-
rowers of business management concepts such as TQM but less attracted to marketization
NPM-style.

The seeds of the responsive governance model can be found in the United
States, with its long traditions of decentralization, self-help and grass-roots democracy. Not
surprisingly, the United States is also one of the leaders in the application of ICTs to citizen-
government interactions. However, countries that have mastered traditional public adminis-
tration but that have been less influenced by public management and NPM seem, on the
whole, tardier in developing ICT applications. This may be because NPM directly advocates
a customer focus and hands-on management as distinct from bureaucratic formalism and
detachment. In several surveys of ICT adoption and readiness, the top countries are predom-
inantly Nordic or Anglo-Saxon."® However, there are interesting exceptions to the rule, such
as the Republic of Korea and some other high-performing East Asian governments, where
ICTs are welcomed as a way of modernizing traditional public administration.

Many countries, however, have yet to institutionalize traditional public adminis-
tration. This is most obviously the case in poor countries, including many in Africa. Often,
extreme instability, war or “state failure” has put the process of bureaucratic modernization
into reverse, the most striking contemporary example being Somalia. More generally, eco-
nomic and political strains associated with dependency and under-development have resulted
in the decline and decay of many infant civil service systems.

Anglo-Saxon countries
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Another group of countries with a history of turbulent or interrupted adminis-
trative development in the twentieth century is the Eastern European transition economies.
Since the collapse of the Soviet empire, they have dismantled many of the instruments of
Soviet-style bureaucracy and have made strides towards modernizing and rationalizing their
public administration systems, particularly under the influence of European Union accession.
Neutral competence as a principle remains precarious, however, owing in part to the rapid,
parallel development of their infant democracies, a process that often results in a spoils sys-
tem in the enthusiasm to take charge.

Interestingly, several of these countries are also leaping into experiments with
NPM. This is also the case with other countries where there is a somewhat weak institution-
alization of some of the features of traditional public administration. Some countries in Latin
America fall into this category. There is a weak or imperfect notion of the value of an inde-
pendent, merit-based civil service in these countries but quite aggressive adoption of elements
of NPM and responsive governance models alike. More generally, there is an attraction among
people concerned with economic and social development in developing countries to models
of grass-roots, bottom-up responsive governance. Viet Nam might be included in this group
although there is uncertainty about the effects of participative, responsive governance on
party control. Nevertheless, cautious decentralization and forms of grass-roots democracy and

co-production are commonplace alongside marketization initiatives.

The resilience of traditional civil service values

The ethos of public service is the most important feature of the Australian Public Service. The
Committee views with alarm the perception that, with decentralization and devolution, the
concept of working for the service is being diminished.V

As a general conclusion, it can be said that, worldwide, traditional public administration has
left some very strong, persistent legacies. Civil service systems in the traditional public admin-
istration mould, where they are firmly institutionalized, are remarkably resilient in the face of
wider change—perhaps not surprisingly in that they are designed deliberately to foster stabil-
ity and continuity. More than that, the traditions seem to retain their relevance to some con-
temporary problems of governance. This resilience of traditional civil service values is reflected
in the renewal of concern in many countries for the recruitment and retention of a core of more
or less permanent, committed, talented individuals, a theme that is addressed throughout the
present report. One argument is that they are needed to foster a distinctive culture of public
service professionalism, including a strong commitment to citizen-centred values.

The public management model emphasizes the capacity of the manager to exer-
cise hands-on autonomy and scorns many overarching bureaucratic controls as red tape. New
public management takes this further by “unbundling” the unified structures and employ-
ment systems of traditional public administration and by favouring competition between
multiple, autonomous providers. Most of the public sector is “just like any other business”.
There is nothing special about a public service career and there is nothing sacred about a uni-
fied career civil service. Senior officials can be hired from outside and employed on contract
terms; central personnel agencies are largely redundant; agency managers can do their own
hiring, writing labour contracts with employees that suit their separate businesses; employ-
ment should be temporary so as to maintain flexibility and respond to market conditions;
and so on.

Increasingly, there has been an acknowledgement that these developments may have
led to a decline in the quality, integrity and commitment or, in other words, the professionalism
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of the core civil service. As shown in the technical summary, these developments are certainly
associated with lowered prestige of public service. The diminution of the role of the central
personnel agencies, with their eye for service-wide concerns, has meant that some significant
support systems for the maintenance of core civil service institutions and values have become
neglected, with some potentially serious consequences. This is important since the level of
professionalism of public servants has a direct impact on public service performance.

As a consequence, central agencies have refocused on integrative functions such
as development of service-wide value systems, career development and talent promotion.®
This does not necessarily mean recreating the heavy-handed controls of a completely unified
career system by an all-powerful central personnel agency. Jocelyne Bourgon, the former head
of the Canadian public service, argues that a “strong sense of unity” can be based on “a com-
mon mission, a common sense of purpose and common values”.’® What is important is that
institutional leadership be exercised by senior officials responsible for “corporate” interests
and values and that a strong framework of guidance, monitoring and supervision be in place.

The problems caused by the absence of a service-wide “corporate capacity” have
been recognized in New Zealand, where NPM reforms have been in place for two decades.
The initial reforms eliminated much, if not all, of the role and capacities of the central per-
sonnel agency. The State Services Commissioner in 1999 asked that he be given responsibil-
ity to develop a solution to the absence of a corporate capacity in the public service. Since
then, the New Zealand public service has moved to address a wide range of service-wide
HRM issues from an increasingly explicit corporate perspective.??

At issue, as an Australian Public Service Commissioner has put it, is the need to
“integrate devolution with coherence so that we can move effectively as a whole as well as in
parts”.21 In Australia, the solution adopted is a common service-wide approach to “leadership
capability development”, known as the “integrated leadership strategy”. It has three themes:
innovation, sustainability and integrity. The first builds on the gains of devolution and tries to
extend them to collaborative, cross-agency issues; the second seeks directly to promote sus-
tainable improvements in leadership capability through training and career support; and the
third stresses the need to “uphold and promote values” through “values-based management
and leadership”. The Commission has placed a great deal of emphasis on ensuring that a com-
mon code of Australian Public Service values has been promulgated, disseminated and incor-
porated into the daily working culture of agencies.

If, however, there is a considerable degree of continuity and if old values continue
to make a comeback, the final point to make is that there appears to be no possibility of turn-
ing back. The changing conditions that have created the pressures for, among other things,
smaller, more disaggregated government, partnerships with NGOs, new forms of accounta-
bility and responsiveness, and the need to engage with increasingly complex networks of com-
munication and knowledge acquisition demand new organizational and HRM responses in
the public sector.

Public administration: responsive
to whom?

The kind of professional public administration that is needed is one that acknowledges the spe-
cial requirements of management in the public service. Such professional leadership empha-
sizes the values of integrity and accountability as well as self-discipline in accordance with a set
of commonly agreed and widely understood public service values. It also places greater impor-
tance on responsiveness in public administration compared to the traditional model.
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With the state no longer the single locus of power in society, the meaning and
importance of the concept of accountability in public management have expanded consider-
ably. Senior public officials, for example, are increasingly expected to be responsive to the
needs and demands of various stakeholder groups in society. The old notion of bureaucratic
insulation is gradually giving way to new and more responsive forms of governance. These
demands for greater efficiency, responsiveness and integrity in the management of public
affairs have also been abetted by the ICT revolution, which has allowed for the creation of
new institutional forms, relationships and networks.

Table 2 identifies six forms of accountability: political, administrative, personal,
professional, output and deliberative. Each one of them has its own defining features and spe-
cial mechanisms for implementation. The three public administration models notably place
different emphasis on these six forms of accountability. Traditional public administration, for
example, prioritizes the political and administrative accountability of senior public servants,
while responsive governance promotes a more all-encompassing notion of this concept, focus-
ing particularly on personal, professional, output and deliberative accountability. Leadership
in the public service under the responsive governance model will therefore make more
demands on the relational, analytical and communication skills of senior officials. The pub-
lic management model, on the other hand, emphasizes, in particular, the professional and
output accountability of public servants vis-a-vis the citizens and other stakeholders.

In the emerging governance model, the concept of “responsiveness” is increas-
ingly becoming a key measure of accountability. Professionalism as a value is relatively non-
controversial, but responsiveness is a complex and arguably a conflicting notion to incorporate
into a paradigm for public sector management, which in large part is owed to the question:
responsive to whom? Below, the responsiveness of the civil service to three key stakeholders—

politicians, citizens and customers—is briefly discussed. These stakeholder groups can be

Table 2.
Six forms of accountability

Accountability

Political

Defining features

Democratic, external

Mechanisms

Chains of
answerability

Context

Democratic state

Administrative

Hierarchical,
legal/formal

Rules, sanctions
supervision

Bureaucracy

Personal

Internal, normative

Values, ethics

All public offices/roles

Professional

Peer-oriented,

Peer review,

Expert organizations

public

transparency

expertise professionalism
Output Client/customer focus NPM, self-regulation Market, market-type
mechanisms
Deliberative Interactive, open, Public hearing, Public sphere
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considered to correspond to political, output and deliberative accountability referred to
here above. Citizens can be further subdivided, of course, according to the groups and
interests concerned.

Responsiveness to politicians

Political responsiveness of the civil service is a delicate balancing act. The convention or rule
of political impartiality embodies at the same time a norm of discretion and a commitment
to serve the government of the day. In the United Kingdom, the convention has always been
that once objections have been voiced and taken into account, the civil servant will loyally
implement the resulting decision. This is often transformed in the hands of enthusiastic gov-
ernments into an expectation of partisan political loyalty come what may. In a constitution-
ally entrenched one-party state, this is inescapable, but even then, the sense that the civil
service should enjoy a degree of autonomy in order to pursue its professional roles in both
providing policy advice and administration should be retained.

It is important that a civil service be both mindful of its constitutional role of loyally
serving the government of the day, that is, being responsive to its demands and priorities, and jeal-
ous of preserving its integrity and its professionalism. Because of the strategic role of civil servants
in maintaining state institutions over time, statutory or some other form of institutional protection
may be necessary. On a day-to-day basis, a strong voice in defence of continuity and professional
integrity is desirable through the institution of a central HRM agency playing a guardianship role.

However, even a fully loyal, discrete and professional core civil service does not
always satisfy some incumbent governments. Valid objections and difficult questions prompted
by pet political schemes are often mistaken for obstructionism. There is always a lingering
sense that a band of more committed partisan loyalists would do a better job. In the United
States and many other presidential systems, this is institutionalized in a system of temporary
top-level political appointments. In some European countries, it is recognized that many civil
servants have partisan attachments, and they are given key positions when their party is in
power. Subsequently, with the election of another party to office, they may be moved to less
sensitive positions without losing their status as professional civil servants.

In the Westminster System, however, the impartiality principle applies to all but
temporary “political staffers”. To the extent that the Prime Minister and other ministers have
an influence on senior appointments and on reorganizing the machinery of government, there
is always pressure to remould the senior echelons in the political image of the government,
putting pressure on the principle of impartiality. The demands for like-mindedness and
enthusiasm for achieving the government’s programme may in this case dampen the propen-
sity to ask difficult questions. In the United Kingdom, the norms of political impartiality
were so well entrenched in governing traditions that departures from them have always
prompted media and parliamentary discussion.

Responsiveness to citizens and customers

Civil servants can be responsive in the second sense—to the wider citizenry—in numerous
ways without necessarily being engaged in a partisan political sense. This form of responsive-
ness involves civil servants in monitoring and filtering public opinion and the views of con-
cerned sections of the community. It also includes an obligation to share information and
demonstrate openness through consultative mechanisms with the public.
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There is always a
lingering sense that
partisan loyalists
would do a better job

Civil servants are
responsive to a wider
citizenry ...
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Finally, customer responsiveness through the service provision process is an addi-
tional requirement. The mechanisms for ensuring this can be quite different from those al-
ready discussed and include customer surveys, performance indicators that reflect quality of
service provision and performance management systems that reward high levels of achieve-
ment by civil servants in light of these performance measures. League tables for schools and
hospitals in the United Kingdom, for example, have proved to be popular among the public.

A civil service that is responsive to outside influence in the second two senses—
to citizens and customers—is not necessarily a threat to political control by a government of
the day. However, reconciling these three forms of responsiveness is an emerging challenge for
most governments in the new public sector environment. In the past, civil servants often used
discretion and impartiality as an excuse for being secretive and impervious even in democratic
societies. However, by being more open, the civil service can be the eyes and ears for ensur-
ing smooth public input and swift feedback, and it can also act as the guarantor of consent
and legitimacy through assuring quality public services.

Some civil services with a proud tradition, particularly in countries undergoing a
process of democratization, may find too much political control to be threatening. The civil
services in several of the high-performing Asian economies (HPAEs), which took it upon
themselves to fill the political gap left by the weaknesses of political institutions and thereby
developed a strong sense of direct accountability to the public for the quality of public policy
outcomes, may also have to learn to live with the changing conditions under which they must
sacrifice some of that political accountability role to elected politicians.

In conclusion, it can be said that the evolving management of public affairs “from
government to governance” is changing accountability relationships in the public service in a

major way. Some of the likely implications may include the following:

e Accountability conflicts in the public service will increase;

 DPublic officials will be required to exercise increasing judgement
over which form of accountability to prioritize in a given

circumstance;

* Professional/personal accountability will become more important
for public administrators—senior administrators will have new lead-

ership roles to play;
* Political accountability will become less dominant; and

* Political representatives will become increasingly required to assume
“meta-accountability” roles—i.e., monitoring the

accountability system” for its overall results and integrity.

Towards a new synthesis

Combining and reconciling the different meanings of accountability and responsiveness, let
alone the different models of public administration, reflect the challenges posed by a new
synthesis of HRM practices. In some cases, traditional public administration may account
for essential components of local solutions that also seek to apply NPM principles and instru-
ments. Additionally, when the most recent innovations in the management of public sector
human resources are considered (for instance, attempts to revive core public service values,
build collaborative cultures and develop new forms of leadership), it is clear that some of
them are a direct response to gaps and failings in NPM and even seck to resurrect, in new
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institutional forms, some of the principles of traditional public administration and pre-NPM
professional management.

The core civil service has a more complex and demanding role to play in the
model of responsive governance. Accountability must be multifaceted to be effective, and this
places new demands on the discretion and professionalism of senior officials. Their leadership
is essential for preserving important values of impartiality and integrity while furthering com-
munication flows and consultative mechanisms for interaction with society. At the same time,
they are charged with assuring the sound management of public service delivery in response
to customer needs and entitlements. Each of these leadership functions requires a very high
level of skills. Whether or not the actual service delivery is undertaken by “non-core” or non-
civil service employees, the key challenge for ensuring high-capacity public administration is
posed by the quality and integrity of this core group of civil servants.

In creating an enabling environment for effective responses to the challenges fac-
ing the public sector today, leadership by dedicated professionals working in a civil service
environment that provides them with both moral and material support is of paramount
importance (see also chapter VI). Facing up to organizational and institutional challenges
through the choice of effective, appropriate public sector development strategies is doubly
challenging in developing countries because of both the urgent need to respond in the face of
dire impact and a relative scarcity of resources. However, tackling these external challenges
also clearly requires that effective governance structures be in place.

A new HRM synthesis should build on the best attributes of the three models.
Traditional public administration, for example, is anchored in the enduring principles of
impartiality and merit; public management places particular importance on performance
management and professionalism; and the governance paradigm stresses the need to make
public administration more responsive to the demands of citizens and other stakeholders. The
present report suggests that the unifying principles of such an HRM synthesis in the public
service could be impartiality, professionalism and responsiveness.

The preceding discussion has identified the components of a possible HRM syn-
thesis as it relates to the civil service:

* A politically impartial, professional and merit-based civil service;

e A core “guardian” agency, exercising strategic leadership and moni-
toring a system of dispersed management rather than operating
through bureaucratic controls;

* A strong focus on results-oriented management in the public
service through the use of effective performance standards and
indicators as well as promotion criteria giving greater weight

to relative efficiency (rather than relying only on seniority);
* Tough, objective anti-corruption rules and agencies;

* Legislative provisions and professional norms that facilitate making

the civil service open to external scrutiny; and

* Systems and skill sets that provide high levels of communication
capacity through being networked by the effective deployment of
information technology.

For this framework to produce the desired high levels of performance, especially
given the kinds of challenges identified later in this report, the role of strategic human
resource management, discussed in chapter V, is critical.
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Chapter Il

Human resource
management and
government performance

Why HRM matters

The importance of merit-oriented
HRM policies

Fundamentally, man is the key to all problems, not money. Funds are valuable only when used
by trained, experienced and devoted men and women. Such peaple, on the other hand, can
work miracles even with small resources and draw wealth out of barren land.

—Dag Hammarskjsld!

The present chapter is divided into three main parts. It begins with a discussion of why the
quality of HRM in the public sector is so critical for government performance and national
development. It then emphasizes that governments need to embark on HRM reform from
where they find themselves by laying solid foundations before moving on to more complex
initiatives. Finally, the chapter highlights the importance of both political commitment and
political feasibility for the success of HRM reform in the public sector.

The lessons learned from the “lost decade” of the 1980s in many developing
countries, particularly in Africa and Latin America, with its emphasis on downsizing and
structural adjustment policies, demonstrate that the promotion of economic growth and poverty
reduction is not associated with the weakening of government institutions, but quite the con-
trary. More recently, the same can be said of the experiences of many transition economies
during the 1990s. The World Public Sector Report 2001 concluded that countries successful in
reaping the benefits of globalization were generally those with the most developed and com-
prehensive public sectors.?

These lessons are reflected in a number of studies within the last ten years that
have converged on the significance of efficient management of human resources in enhancing
government performance and national development. Focusing primarily on developing coun-
tries, the studies have in turn suggested that specific structural features of state bureaucracies
enhance economic growth, facilitate government performance and reduce poverty. In this
section, we will briefly examine the key findings and conclusions of some of these studies as
well other related insights from the private sector.

Linear multiple regression analysis applied to cross-country data by UN/DESA
has measured the impact of selected variables on the quality and integrity of the public ser-
vice and the prestige of public sector employment (box 2). The analysis confirms a positive
correlation between merit-based recruitment as well as promotion and the quality as well as
integrity of the public service, but not the prestige of public sector employment. Better remu-
neration of senior officials also increases the quality and integrity of bureaucracies and
enhances the prestige of public sector employment outside Africa.
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UN/DESA analysis of government performance

The findings of statistical analysis performed by UN/DESA largely corroborate the conclusions of ear-
lier studies in this area, namely, that the quality of human resource management has a significant
impact on the performance of government institutions. The sources of data for the UN/DESA analysis
were surveys of expert opinion from the International Country Risk Guide (between 97 and 140 coun-
tries), the State Capacity Survey (between 97 and 129 countries) and a survey first carried out for 35
countries by James E. Rauch and Peter Evans and later extended by the United Nations University
(UNU) to cover an additional 16 African countries. In the UN/DESA analysis, the Rauch and Evans and
the UNU datasets were consolidated into one.
The following are selected findings of the UN/DESA analysis:

Professionalism in the civil service is an excellent predictor of both the quality and the
integrity of the public service, and its effects are consistently positive. The results from surveys of 121
countries illustrate this relationship:

Scatter plot 1. Scatter plot 2.
Bureaucratic quality and merit Integrity and merit
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Legal remuneration (salary plus perquisites) of senior public officials relative to their counter-
parts in the private sector has some positive effect on bureaucratic quality and a much stronger posi-
tive effect on integrity, whereas, notably, extra-legal remuneration (tips and bribes) has no significant
effect on the quality of bureaucracy in the public sector.

New public management (NPM), measured indirectly as mobility of high-level personnel
between the public and private sectors, is not a significant determinant of the quality or the integrity
of the civil service. NPM, on the other hand, is a significant negative determinant of the prestige of a
public sector career for recent university graduates, but weaker and less significant for African than for
non-African countries.
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The UN/DESA analysis relied partly on two well-known earlier studies based on
a survey of expert opinions on the quality of state bureaucracies in 35 developing countries.?
The first study came to the conclusion that state bureaucracies with meritocratic recruitment
and predictable as well as rewarding long-term careers were generally associated with superior
economic growth. The second one found that the single most important element in improving
bureaucratic performance is meritocratic recruitment. It asserted that the institutionalization of
meritocratic recruitment in developing countries is crucial to ensure that performance bene-
fits will outlast pressures of the moment. The study also emphasized the importance
of promotion from within and career stability, ultimately suggesting that the behaviour of
bureaucrats is rooted in organizational norms and structures.

These two studies were later complemented by a United Nations University (UNU)
survey that added 16 African countries to the sample.* The UNU study concluded that
public agencies do better, provide better services and are less corrupt and more responsive
to private sector concerns if the staff they employ are paid well and have access to internal
promotion not distorted by patronage and if they have a decent degree of autonomy from the
centre of government.

A more recent study examined the relationship between the capacity of state
bureaucracies and poverty reduction.® Using data from the two surveys mentioned earlier, the
study included 29 developing and middle-income countries. It concluded that there is indeed
a strong relationship between states with competent and effective public institutions and their
ability to reduce poverty.

The 1997 World Development Report also drew attention to the contemporary
conditions in which states function. A couple of years later, the World Bank constructed an
index for “government effectiveness”, comprising the quality of public bureaucracy, policy-
making and service delivery, as one of six elements of a measure of governance.® When gov-
ernment effectiveness was tested against data from 175 countries, the analysis confirmed not
only the close link with economic growth in the above-mentioned studies but also that gov-
ernment effectiveness contributed to higher national income.” Moreover, business people in
the developing and transitional countries surveyed ranked government effectiveness ahead of
economic factors such as high inflation and exchange rate regime distortions and only behind
control of corruption in terms of importance to business success.

In addition, there also exists a large group of robust studies of private companies,
initially in industrialized countries but more recently in developing countries and transition
economies as well, that support the bureaucracy studies by demonstrating that the quality
of firms’ management of human resources is closely related to their overall performance. As
a result, effective management of human resources in the private sector is increasingly recog-
nized as an important source of competitive advantage, partly because so few firms use it
properly, unlike new technology, for example, on which every self-respecting company
spends money.

There is also solid evidence that HRM is not simply connected with organiza-
tional performance but actually determines it.® While the evidence that human resources have
an impact on a firm’s performance is impressive and continues to grow, more precise infor-
mation is still lacking about which human resource practices have the greatest impact. One
leading scholar has highlighted the following practices for their effects on the performance of
firms: selective recruitment, remuneration contingent on performance, training, reduction in
status differentials, sharing information, self-managing teams and employment security.®

There is also evidence that it is as much the way an organization aligns different

practices in a strategic architecture as individual actions that have an impact: synergy means
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that the whole may be greater than the sum of the parts. Moreover, while there is some evi-
dence that practices such as those listed above are transferable to non-Western and non-
English-speaking countries, the “contingency” tradition in management thinking shows that
the parts themselves may differ somewhat from place to place. Pay contingent on perform-
ance, for example, is notoriously subject to national and sectoral differences, as discussed
in chapter V.

In conclusion, it is important to note that effective institutions do not exist in a
vacuum. Yet in the traditional notion of bureaucracy, the relationship between the bureau-
cracy and the external world, its environment, is not given any prominence. Autonomy from
societal interference is not, however, sufficient for institutions to become effective and spur
socio-economic development. An important lesson learned is that “bureaucracies need to
become embedded in concrete social ties that bind them together”.'® Furthermore, govern-
ments in both developed and developing countries need to strike a fine balance between
strengthening bureaucratic autonomy and fostering the societal embeddedness of civil servants.
Embeddedness in this context signifies that governments have put in place institutional chan-
nels for regular consultation and negotiation of objectives and priorities with various groups
in society.

Attaining a fine balance between bureaucratic autonomy and societal embedded-
ness is a real challenge for any public administration and requires a high level of leadership
skills, as discussed later in this report. An aloof and unapproachable bureaucracy, out of touch
with reality, is as undesirable as an administration presiding over a spoils system. The chal-
lenge, therefore, is to develop a public service that is impartial and professional, but also
responsive to civil society and business, while being neither populist nor captured by special
interests. The experiences of a number of Latin American countries as well as some of the

recently industrialized states in East Asia show just how difficult this can be.

Government as a “model employer”

In part because of the findings discussed earlier, governments are gradually changing the
importance attributed to HRM in public sector management. Governments are realizing that
managing staff in the public sector is one of the most powerful yet least appreciated ways to
achieve their political and strategic objectives. Some are also becoming more cognizant of
their special responsibility to act as a “model employer” in society. Governments are generally
the largest employer in the labour market, which adds to their responsibility of being a con-
scientious employer and to “raising the bar” when it comes to HRM, for example, by pro-
moting measures such as the following:

* Optimizing conditions for staff to develop;

* Preserving the dignity of employees, particularly their right to
participate in decisions that affect them; and

* Ensuring that the talents of all the groups from which the public
workforce is drawn, both women and men, members of various eth-

nic groups and so on, are effectively harnessed.

These issues will be further discussed in subsequent chapters of the report.
However, it should not be forgotten in this context that governments, even in poor countries,
regularly spend substantial resources on the development of their staff through centrally
funded institutes of public administration as well as other capacity-building programmes.
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Nevertheless, the same governments often fail to obtain adequate return on investments in
training and capacity development since the skills that staff have acquired at public expense
are not used to the fullest extent in many instances. At the same time, managers are some-
times frustrated that staff do not contribute fully to the work of their agencies. These diver-
gent views highlight the need to strengthen dialogue between management and staff on both
performance expectations and capacity development strategies in the public sector.

HRM reform: “starting from where you
find yourself”

The preceding discussion has provided both performance-related and ethical arguments as to
why the quality of HRM in the public sector should be a central concern of governments. The
apparent question is: what strategy should governments follow when it comes to HRM
reform? The main message of the report is that the content and sequencing of HRM reform
will depend on the pre-existing structure of public administration in a given country. For
example, with the formal decolonization of Africa, Asia and Latin America now almost com-
plete and the consequences of the break-up of the Soviet Union having been worked through,
there have been only exceptional cases in recent years where a government has had the luxury
of turning over a new leaf (Timor-Leste is one). Even South Africa’s first majority rule gov-
ernment, which in many respects represented a clean break with a history of public adminis-
tration based on skin colour, continued with existing government structures, such as the
ministry responsible for managing the civil service, after the handover of power.

Like South Africa, most, if not all, countries have put in place a legal and insti-
tutional framework to manage the public service. However imperfect these laws and institu-
tions may be, they have usually developed through custom and practice, and the public
servants, whose behaviour they govern, have become used to them. Thus, governments are
well advised to start—and virtually always do—from where they find themselves, developing
and adjusting gradually to meet the requirements of the day rather than attempting an HRM
“year zero” with some blueprint model drawn from an international “best practice”.

It is this “path-dependent” character of public service institutions and procedures—
the result of their history—at least as much as cultural differences that explains why governments
vary to such an extent in the basic structures that they have put in place to manage staff. In some
cases, though, carefully planning for contingencies may enable governments to get both the “mix”
and the “sequencing” right (see chapter IV). Yet it is worthwhile keeping in mind Edward Said’s
lapidary phrase: “History cannot be swept clean like a blackboard”.1

The United Nations Committee of Experts on Public Administration was one of
the early advocates of this viewpoint, which has more recently been highlighted in the World
Development Report 2004. While some countries need to lay the foundations for HRM by
putting into place the necessary legal and regulatory framework and ensuring that these poli-
cies are being followed, other countries, where the foundations are strong, already have the
luxury of building on them, for example by delegating authority to line managers. To illus-
trate this point, table 3 presents a two-stage model of HRM reform, with different approaches
for each stage.

These findings suggest that, at the early stages of reform, governments would be
well advised to focus their efforts, whenever possible, on institutionalizing a unified, merit-
oriented career civil service before embarking on more complex initiatives, such as devolution
of HRM and introduction of a position-based system. The model also recognizes that countries
at different stages of public sector development may move in opposite directions at different
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Table 3.
Approaches for different stages of HRM reform

Objective First-stage reform Second-stage reform
Career Enhance job security and protection Create a core civil service;
management from political interference introduce 360-degree

accountability to stakeholders

Unity of the civil service Create a legally defined cadre with Central regulation of HRM;
common terms and conditions decentralized HRM; pay flexibility

Individual incentives Consistently apply standard merit Greater use of performance
promotion and reward rules criteria in promotion and rewards

Openness Encourage career development Both vertical and lateral entry
within a closed system and into core career service

avoid nepotism

times but still achieve the same policy objectives. Thus, some governments, such as in the
Republic of Korea and Sri Lanka, have retained or strengthened central control over staffing as
a priority, while other countries, such as Finland and New Zealand, have taken steps to reduce
it. In staffing as in other kinds of reform, “vice may be virtue uprooted”."3

Reform requires sound political diagnosis

Acknowledging pre-existing structures of public administration may be a necessary condi-
tion for successful reform, yet it is not sufficient. Political leadership is every bit as impor-
tant in public administration reform as it is in other areas of reform. However, in order for
leadership to be exercised, political leaders must assess the feasibility of reform before actu-
ally committing themselves. Benin’s experience, in particular the role played by its former
President, Nicéphore Soglo, shows how the better part of a leader’s valour can be discretion
(box 3).

Contrary to the experience of Benin, the Government of Uganda was able to push
through reform largely based on World Bank policies because of greater stakeholder support.
These experiences highlight that political acumen and judgement are important qualities of
leaders in the public sector who are embarking on difficult reforms.

Assessing the feasibility of reform does not mean giving up, ruling out opportu-
nities to improve the way that staff work and/or are managed simply because they are politi-
cally difficult. It helps to have a clear sense of the stakeholders involved and to use standard
organizational change techniques, as presented in figure 1. This figure is based on the recent
experience of Morocco, a country struggling to reform its staffing at the time of the study on
which the figure is based. It uses the well-known force field analysis technique from the
armoury of organizational change practices to show the forces that supported and opposed
reform in Morocco. Such an analysis may appear mechanical on paper, but in real life, it
requires sensitivity, suppleness and judgement.
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Political discretion in reform—Benin

President Soglo, despite sharing the World Bank’s policies as its former Regional Director, could not
stick to that ideology as a politician. He received much praise in the 1990s when he was Prime Minister
for managing to pay the country’s 47,000 civil servants regularly and even paying some salary arrears
as well as convicting some leaders who had been involved in financial scandals.

However, when President Soglo tried to implement fundamental staffing reform with austerity
measures, he met with stiff opposition from the unions and Members of Parliament. His situation was
made worse by the 1994 massive devaluation of the CFA franc ... While the President was stressing
“good economics” some of his adversaries were stressing “good socio-political elements”. The defeat
of Soglo in the election, which followed in 1996, and subsequent elections would tend to show that the
socio-political pressures had leverage on the voters. It would seem that political forces were sceptical
about his structural adjustment policies and the transformation envisaged towards the existing system,
including the civil service.

One of the messages from the Benin experience is that it is unwise to collapse the issues of
political feasibility into a simple formula of “political will”. In other words, President Soglo’s personal
commitment to World Bank-style staffing reform was not enough to make the programme survive when
the strain on the political system became too great. His vision for reform was not shared by other key
stakeholders in the political establishment. Benin in the 1990s was one of those cases where political
feasibility rather than political commitment or will was lacking, given the character of the main stake-
holder groups whose acquiescence government needed to obtain.

Sources:
See Bibliography.

Morocco’s experience shows that an HRM reform could succeed even where
others have previously failed if officials give ministers a feasible proposal that takes account
of what stakeholders will countenance while sacrificing as little as possible of the essence
of reform. It bears out the observation made by one influential international organization that
“in many respects, political will is a function of the quality of advice provided (by officials)

to politicians”.’*

Figure 1.
Driving and restraining forces in Moroccan reform

Driving Forces Staffing Restraining Forces
Reform

Royal authority and commitment

to overall reform " ) .
« Lack of political will to impose

reform

Growth of civil society

Able technocrats in key positions « Passivity (“attentisme”) of some

key political actors

Indigenous ownership
* Rural notables’ hostility to policy
innovation

Political liberalization under new
king
» Fragmented political parties

Participative approach allowing
islands of good practice to emerge

Political will is often a
function of the quality
of advice provided to

politicians

Source:
Adapted from Al-Arkoubi
and McCourt (2004).15
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Leadership commitment is necessary

Staffing reform that will improve government effectiveness, such as Sri Lanka’s constitutional
amendment in 2001 to re-establish an independent Public Service Commission, requires the
commitment of both politicians and senior officials. Even when allowance is made for pro-
grammes that were never feasible in the first place, an analysis showing that lack of political
commitment was the biggest single explanation for the failure of around 40 per cent of civil
service reform projects of the World Bank in the mid-1990s should not be discounted.®

A study of staffing reform in Swaziland has revealed that when a given reform is
feasible and the antecedents of reform are adequate, leaders may choose to make a realistic
commitment that can be expected to lead to concrete reform. Antecedents of reform in this
case are comprised of political capability (e.g., strong political base and leadership) and
administrative capacity (e.g., united reform team and overall capacity). Reform will be bind-
ing to the extent that it is:

* Voluntary (not imposed by a donor or other outside agent against
the government’s better judgement);

o Explicit (clear and straightforward, not hedged with qualifications
or riders);

*  Challenging (it will lead to substantial, not trivial, improvements);

e Public (leaders have publicized their commitment in the mass
media and in other ways); and

o Irrevocable (leaders have not allowed themselves an easy line of
retreat if conditions become difficult).

What increases commitment? The first step is to analyse the politics of staffing
reform: governments can deal only with factors of which they are aware. Identifying reform
stakeholders and conducting a force field analysis, as outlined above, are two possible meth-
ods in this regard. This is important because the factors that increase commitment are specific
to every situation since they are rooted in the politics of a particular country.

Governments will consequently proceed in ways that make political sense to
them. To take one example, the Swaziland study suggested that the Government needed to dis-
tinguish between its fundamental interest in the continuation of the monarchical political
system and its contingent interest in perpetuating a system of patron-client relations in the
allocation of government jobs. It pointed to the need to restore the independence of the Civil
Service Board, the body responsible for civil service staffing, as an “irrevocable” step that
would demonstrate the Government’s commitment to reform.

The question of commitment matters only when the programme that a leader is
expected to spearhead is challenging and has powerful opponents so that the possibility of
failure and ignominy is real. No particular vision, for example, is generally needed to imple-
ment an innocuous policy such as a pay rise for public servants. Even where reform is feasi-
ble and where policy-makers have decided to commit themselves to it, leadership is still
needed to see it through. While countries successful in strengthening public administration
have pursued different reform strategies, they have all had in common leadership that pos-
sessed the capacity to make difficult decisions and implement them.

The experience of reform furthermore shows that successful leaders are hands-on;
leadership can be delegated only up to a point. In Malaysia, for example, Prime Minister
Mahathir personally chaired all ten meetings of the committee that reformed Malaysia’s civil
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service pay and introduced performance appraisal with a performance pay element.’ Ten
years later, it was his personal initiative that caused radical amendments to that same appraisal
scheme in response to complaints from the civil servants’ trade union about unfair subjectiv-
ity in the way that it operated. In the United Kingdom, Prime Minister Thatcher’s well-
known staffing reforms in the 1980s were not very different from those of her predecessor,
Harold Wilson, in the 1960s. What was different was that she gave them quality time and fol-
lowed them through to full implementation.
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Chapter Il

Socio-economic challenges
facing HRM

Major socio-economic challenges are confronting governments and posing serious questions
about the sustainability and integrity of key aspects of public sector human resource systems.
Prominent among those challenges with a direct impact on human resource management are
demographic shifts; trends in labour migration, including the so-called “brain drain”; and the
impact of HIV/AIDS on labour markets and public services, especially in sub-Saharan Africa.
These challenges bring unanticipated shocks with unexpected spillover effects for the public
sector, including the management of human resources.

The economic and social processes that underlie these challenges may, in turn, be
affected by policy responses, but such is the interconnectedness of nation states in the global
system that some of these responses may, in turn, produce unanticipated adverse effects on
other countries. Such processes highlight the need for all governments to acquire greater pol-
icy-making capacity through more strategic husbanding, upgrading and deployment of scarce
human skills and the knowledge systems that human resources manage.

A common thread running through these socio-economic challenges is that they
affect in some measure both developed and developing countries. However, their most severe
impact is experienced by poor countries in their continuing struggle for human development
and poverty reduction. This struggle is starkly manifested in many poor countries by a short-
age of all those key resources that are necessary for effective governance—human, financial,
institutional, organizational and technological.

Demographic changes

Populations all over the world are ageing. While in 1950 roughly half of the world popula-
tion was older than 23 years, it is projected that by 2050, half of the population will be con-
centrated above the age of 36 years.” However, this phenomenon has vastly different causes
and implications for different parts of the world.

Thus, the increasing number of old people in the population in places such as
India is largely the result of improved health and a higher life expectancy. With declining
infant mortality and a relatively high fertility rate, the number of young people entering the
workforce continues to grow—the working-age population is growing faster than the general
population, a trend that is the reverse of that prevailing in the developed countries.?

In Europe and Japan, by contrast, longer life expectancy is accompanied by a
rapid decline in the birth rate as patterns of family life and child-rearing change, resulting in
an increasingly smaller workforce and an inversion of the classic population pyramid.
Considering that a fertility rate of 2.1 is the replacement rate, Italy’s fertility rate has declined
to 1.2, Germany’s to 1.3 and Japan’s to 1.4.% In these countries, the very low employee-to-
retiree ratios that will be faced in the very near future pose serious problems of equity and
sustainability for state welfare and fiscal systems.

China is an example of a developing country that has experienced declining
fertility rates—in this case as a result of consistent government policy. Combined with
increasing longevity, China’s ageing population is posing a major challenge for the govern-
ment in the years to come (box 4).
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Old age, new challenges—China

China is facing new challenges as the result of an ageing workforce. This situation is triggered by two
fundamental demographics: a declining fertility rate and increasing longevity. Furthermore, considering
that state employees are generally both older and ageing at a more rapid pace than their private-sec-
tor counterparts, this issue is becoming a major HRM challenge. First, the demand for skilled employ-
ees continues to grow, and the public sector faces fiercer competition with the private sector for talent.
Second, the increased number of retirees in the public sector will deprive the Government of valuable
institutional memory. Those aged 60 and above will make up 30 per cent of the Chinese population by
the year 2050 (see figures). Recognizing the potential implications of an ageing workforce for the civil
service, the Government has initiated specific strategies to address this emerging situation.

Population pyramid of China, 2000
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Recruitment

As an important first step, the Government has revised its recruitment system for civil ser-
vants. Based on analysis of future staffing needs, the Ministry of Personnel recently introduced the
Temporary Act for Civil Servants, which includes a strategic recruitment plan to address challenges
posed by the ageing workforce. In addition to academic credentials, work experience and skills of can-
didates, the Government will now pay more attention to its long-term human resources plan based on
workforce, demographic and workload analysis. Candidates selected for civil service employment will
also enjoy greater flexibility in choosing jobs in state agencies. This two-way recruitment system not
only helps potential employees identifying the positions that best fit their own career plans but also
allows the Government to find the most suitable talent for its future staffing needs.

The Government has also been making significant efforts to cultivate the loyalty of civil ser-
vants to the long-term interests of the state. Integral to this strategy has been the establishment of a
career-based civil service. A number of effective practices have also been initiated aimed at enhanc-
ing the morale of civil servants through creative advertising and agency induction programmes; more
diversified assignments and projects to maintain the interest of staff; revision of the incentive system
to promote more flexible working arrangements, competitive salary packages, career development pro-
grammes and recognition schemes; and improvements in the promotion system to ensure that out-
standing young staff have better opportunities to be considered for high-level posts.

Retraining

China’s Tenth Five-Year Plan for National Economic and Social Development regards improved
HRM in the public sector as one of the nation’s major goals. For the first time, the Chinese Communist
Party and the Government are giving top priority to the cultivation of more capable civil servants.
Government agencies at all levels are required to develop training programmes to improve the compe-
tencies of public servants in order to avoid potential knowledge gaps in the future. One innovation is
the Masters in Public Administration (MPA) Programme that targets young talent in the public service.
Moreover, most training programmes are integrated with international practices, and advanced theo-
ries and experiences from developed countries are widely studied. Another innovative practice is e-
training that takes advantage of advanced technology to leverage the potential of knowledge
management. With the rapid development of computer networks and wider application of sophisticated
software, the Government intends to develop mechanisms for maintaining its institutional memory and
to distribute knowledge more widely across organizational boundaries.

Replacement

Repair your roof before rain! This old Chinese saying has a new meaning today. To prepare for
the imminent retirement wave, the Government has launched succession management programmes
within the public sector. Systematic efforts have been made to analyse public-sector workforce trends,
project future human resource needs, identify potential candidates for future vacancies, and develop
diversified competencies through various training programmes. Both central and local governments
have also started to accelerate the development of talent pools. Those with very strong potential are
even offered temporary leadership positions in local governments and other agencies to improve their
competencies for future assignments.

Box 4 (cont'd)

Sources:
See Bibliography.

The impact of an ageing population on human resource policy and practices in the
public sector can be significant, but the effects vary according to the circumstances of differ-
ent countries. In Europe, a post-war expansion of governments, which created a “baby-boom

ulge” in the age profile of some public services, was recently accentuated by the fact that since
bulg gep p y y
the 1980s, the rate of recruitment of new public servants to the lower grades has slowed down

For many countries,
recruitment has
followed a downward
trend since the 1980s



38

Pension liabilities pose
an increasing problem

More pensioners than
actual staff in Brazil’s
civil service
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as governments have downsized. As a result, in OECD countries, the proportion of civil ser-
vants aged forty and over increased from 42 to 60 per cent between 1995 and 2001.4

One of the most difficult problems as a result of these developments is the high
cost of sustaining public service pension funds and the need for reform of traditionally gen-
erous public service pension systems. Over the next five to ten years, there will be a high
retirement rate, especially in OECD countries, putting a strain on pension funds (some of
which may carry unfunded liabilities) and increasing the demand on employees to help to
fund these pensions. In spite of political costs, governments may be forced to reduce their
retirement benefits by, for example, raising the age of retirement.

Where the pension fund carries very heavy unfunded liabilities and the benefits
are very generous, as was the case in the pay-as-you-go (PAYG) system in Brazil (box 5), the
resulting fiscal crisis can affect state finances as a whole and, as a consequence, severely con-
strain recruitment and remuneration policies for the civil service. Since 2000, Brazil has had
more retirees and pensioners than actual employees in the civil service, and under the origi-
nal pension scheme, public servants could retire on full pay after twenty-five years of service.
A reform plan was approved by Congress in 2003.

Additional problems arise from ageing public services. For example, in Australia,
the top-heavy age distribution of the Senior Executive Service (SES) and the expected high
departure rate in the next few years as the members of this group all reach retirement age
together have prompted a new set of succession-planning measures, such as greater attention to

—
Active
I
Retirees and
Pensioners

Source:
Government of Brazil
(2004).

Pension reform for a sustainable future—Brazil
Brazil is the latest major country in Latin America to reform its pension system. In recent years, the cost
of the country’s public pension system had exceeded the financial capacity of the Government. In 2002,
the system alone cost 56 billion reals ($19 billion), or approximately 4.3 per cent of the country’s GDP.
One of the main factors explaining the high cost was its unfunded pay-as-you-go (PAYG) scheme. Given
the demographic change with an ageing population, the system became fiscally unsustainable. In 2003,
for example, there were 7 per cent more retirees and pensioners than employees.

Civil servants in the federal Government of Brazil, 1995-2003
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Another factor was the generosity of the system. Before the reform, civil servants could retire
after 25 years of public service, with full salary plus any subsequent pay raise given to their replace-
ments. In 2002, about half of the country’s total pension expenditure was paid to former civil servants,
who accounted for only 5 per cent of the total number of retirees. The fiscal deficit caused by these
high costs, therefore, deprived the Government of chances to improve the remuneration of existing
staff and limited its ability to invest in training and capacity development.

A reform plan was approved by Congress in 2003, with the aim of bringing pension benefits in
the public service in line with those offered in the private sector. The main goal of the reform is to
lower the fiscal deficit and reduce pension inequalities across sectors. The retirement age in the civil
service was raised to 60 years for men and 55 for women, which was to be phased in over 7 years.
Retirees in the public service will also have to pay income taxes on their pensions as do staff in other
sectors. Caps on benefits have also been introduced under the new plan. People who desire higher pen-
sion benefits will have to contribute separately to a private pension scheme. However, the changes will
not hurt those already retired, whose "acquired rights™ will continue to be respected.

Despite strong resistance from public sector unions, the general public has supported the pen-
sion reform in Brazil. The Government expects to reduce its pension obligations by approximately $18
billion over the next two decades as the result of this initiative. The savings will provide the Government
with more resources to promote knowledge transfer, workforce planning and succession management in
the public sector. The reform will also promote intergenerational equity by linking the retirement bene-
fits of public servants to their contributions to the system rather than follow the PAYG scheme. The new
reform plan also reduces the current preferential pension status of public servants vis-a-vis private sec-
tor employees. On the other hand, the pension reform may negatively impact the morale of public ser-
vants and make the public service less attractive for young talent. This will pose a challenge to the
Government of Brazil as it continues to improve human resource management in the public sector.

Box 5 (cont'd)

Sources:
See Bibliography.

upgrading the skills and increasing the promotion opportunities among members of the “feeder”
grades, from which most future members of the SES will be recruited.® Lateral recruitment from
outside the civil service will also contribute to solving the problem. As the example illustrates,
planning and appropriate human resource policies can alleviate some of the effects of ageing.

The departure of ageing public servants contributes to the challenge of securing
continuity in the public sector in terms of esprit de corps, institutional memory and networks.
Yet, calling to mind that not only excellence but also mediocrity is emulated by staff, the
reconfiguration of an ageing public service may prove a blessing in disguise for countries
where the public sector has suffered from entrenched and non-cooperative silos of staff as well
as lacklustre performance.

Shortage of skilled labour

Another potential consequence of an ageing population and declining fertility rates is a decrease
in the domestic supply of labour and hence a tighter labour market, which is further exacerbated
by the so-called “brain drain” (see also section on “Labour migration”). This augments the dif-
ficulty of attracting enough high-quality recruits to the public service eventually contributing to
the running down of the public sector. There are at least two possible solutions to this problem.
One is to pay much closer attention than has recently been the case in many countries to rais-
ing the attractiveness of the civil service as a career, including more detailed attention to indi-
vidual career planning through retention or promotion strategies, as is the case of China.

Departure of senior
officials threatens
continuity

The pool of talent is
shrinking in some
countries
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In China, the challenge is being faced by devoting greater effort to strategic and
long-term human resource planning as well as through more rigorous workload analysis in an
attempt to allocate scarce talent more rationally. Efforts are being made to raise the prestige
and overall professionalism of the public service in order to increase the attractiveness of a
public service career. More effort is being put into training and retraining (for example, a new
nation-wide Master of Public Administration). Deliberate efforts are also being made to iden-
tify and groom talented individuals through special assignments and job rotation. All of this
requires concerted effort and coordination of the kind that only well-supported, adequately
resourced human resource departments can muster.

A second solution to potential or growing skills shortages, applicable mainly to
richer countries, is to import public sector labour with the required skills through migration.
This is part of a wider process by which the developed economies fill gaps in their labour
forces as the domestic labour supply declines. Where the demand for labour from developed
economies creates a significant level of outward migration of skilled workers, this situation is
referred to as “brain drain”. This issue is considered in the next section.

The growing global search for skilled labour by developed countries with ageing
populations also contributes to the phenomenon of outsourcing, whereby corporations in
economies such as the United States shift some of their activities to locations across the world
where the right kind of labour is available at a lower price. This adds to the fierce competi-
tion for the supply of well-educated, skilled workers in poorer countries and contributes to
the existing pressures on their civil services to attract high-quality recruits.

In sum, an ageing population, which usually is reflected in the ageing of the civil
service, is a multidimensional problem with differential impact according to circumstances.
Pension reform is a vital issue for most countries and with profound consequences for human
resource policies and practices. If benefits of public sector workers are significantly reduced,
the attractiveness of the civil service may decline and morale may be adversely affected.
Compensatory measures to redress these effects must be adopted in these circumstances.

A rapid departure rate of senior officials because of a history of “boom and bust” in
recruitment practices in the civil service makes succession planning a major strategic policy issue
in government. The decline in new entrants in the workforce in some developed countries has
created a replacement crisis, which has promoted accelerated labour migration from poor coun-
tries, which again has called for new strategies to stem the tide. Conventional methods—for
example, increases in remuneration and improved working conditions—may need to be sup-
plemented by more innovative solutions. Some of these issues are considered in the next chapter.

Faced with these demographic and labour-market challenges, countries are devel-
oping new human resource strategies and policies. Fundamental issues of staff recruitment,
development and succession are being confronted anew. In the process, important principles
of strategic human resource planning are being reaffirmed and lessons are being learned where
they had been forgotten or neglected. These issues are addressed in greater detail later in the
present report.

Labour migration

Labour migration of skilled people is commonly associated with the adverse effects of brain
drain. The departure of a skilled migrant involves a loss of investment in previous education
and training for the country of origin as well as a loss of skills and experience that could oth-
erwise contribute to development, including future tax payments.® Not only does the country
lose much needed talent, expertise, knowledge and skills, to the detriment of public service,
but any indirect benefit to society in general is also eliminated.
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Figure 2.
Ten developing countries with highest emigration rates of highly educated
people to OECD countries, 1999-2001
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Attempts to tackle the skills gap in poor countries through education and training
initiatives may have limited impact without steps to counterbalance the incentives for highly edu-
cated and skilled people to emigrate. Figure 2 shows how the emigration rates of highly educated
workers from developing to OECD countries are highest in countries with small populations and
in those that have emerged from civil strife in recent years, such as Angola and Mozambique.
Developing and retaining a critical mass of talent is of particular importance to such countries.

Research on the scale and scope of international migration suggests a number of
general conclusions about the phenomenon. First, a relatively small number of receiving
developed countries account for a large proportion of the total net outflow of labour from
developing countries. In 2000, the 11 major receiving developed countries accounted for 41
per cent of all international migrants.® Second, several such countries rely heavily on inflows
from developing countries for their immigration intakes. The countries with the highest per-
centage of such immigrants in their total immigrant inflows are Italy (93 per cent), the United
States (93 per cent) and Canada (92 per cent).?

Third, in most sending countries, better-educated people have higher migration
rates. There are clearly both “push” and “pull” factors at play here. As to the latter, countries
such as Australia, Canada, Germany and the United Kingdom have specific policies to facili-
tate skilled labour immigration and to limit unskilled labour and asylum seekers.’® Fourth,
although the brain drain has periodically cropped up as a policy issue in countries such as
Canada, France, Germany, Sweden and the United Kingdom because the rate of return is high
and because such countries receive a large number of highly skilled migrants, a better label in

these cases might be “brain circulation”.™

Potential benefits of labour migration

International migration, however, can also be an invaluable source of skills development and
transfer, education and learning, all of which can serve to enrich both sending and host coun-
tries as migrants move back and forth. Most governments’ policies to combat the effects of
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Co-operation and
Development (2004).7

Notes:

Based on data for 113
countries. Population cen-
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OECD countries used
(1999-2001). Population:
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“Earn, learn and
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adverse effects of
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Remittances have
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of some economies
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developing countries

South Africa actively
tries to preserve its
public sector skills base

Source:
United Nations
(2004).15
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brain drain in developing countries increasingly address the issue through an “earn, learn and
return” strategy; that is, the importance of remittances is acknowledged and migration is not
discouraged, partly for this reason (indeed, it would be impractical to do so in most coun-
tries). At the same time, the loss of expertise is counterbalanced by efforts to take advantage of
the enhanced skills and experience of the expatriate population, with programmes to encour-
age them to return, if only temporarily, or to contribute in other ways (such as investment).

Some developing countries benefit considerably from remittances (figures 3 and 4),
which provide “a critical lifeline for poor families and countries alike”.? In 2002, remittances
were estimated globally at $130 billion, of which $79 billion went to developing countries.
Latin America and the Caribbean and Eastern and Southern Asia were the largest recipients
among developing-country regions, whereas sub-Saharan Africa received only 1.5 per cent of
remittances.’™ Even though recent experiences have seen the pooling of remittances for
financing local development projects in the communities of origin, a recent study has high-
lighted that remittances are generally spent rather than invested.’

One of the top recipients of remittances is the Philippines. Over 7.3 million
Filipinos, or about 8 per cent of the population, live abroad. Remittances are vital to the
economy, amounting in 2004 to $8.5 billion, or 10 per cent of GDP (box 6). A government
agency, the Overseas Workers Welfare Administration, operates a system that facilitates safe,
inexpensive remittances by overseas workers. The Government of the Philippines also offers
generous incentives to encourage expatriate skilled workers to return. Its so-called “Brain
Gain Network” is a database of overseas professionals and businessmen that stimulates col-
laboration and networking.

In some countries, specific measures have been taken to preserve the skills base of
key public services, such as the health sector, and to cope with labour shortages. For example,
South Africa has taken steps to combat the loss of health workers to emigration (box 7).

Figure 4.

Ten developing countries with
largest ratios of remittances to
GDP, 2002
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Figure 3.
Ten largest developing-country
recipients of remittances, 2002
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Turning brain drain into brain gain—Philippines

When it comes to labour migration, the experience of the Philippines is undoubtedly unique. The
Commission on Filipinos Overseas estimates that more than 7.3 million Filipinos, approximately 8 per
cent of the country's population, currently reside abroad. In 1998, for example, nearly 15,000 teachers,
engineers, nurses and computer personnel were deployed abroad through the Philippine Overseas
Employment Administration (POEA). Having initially failed to prevent emigration by adopting coercive
policies, the Government has instead launched a number of measures to maximize the benefits from
labour migration. The results of the Philippines” experiment have been encouraging, attracting growing
attention from other developing countries as a potential model in this area.

Remittances

Remittances continue to be a powerful financial force in stimulating the national economy. In 2004,
the Central Bank of the Philippines reported total remittances of $8.5 billion, accounting for 10 per cent
of GDP. In order to make remittances a more effective tool for national development, the Government
encourages migrants to send remittances via official channels. All official workers are issued an iden-
tification card by the Overseas Workers Welfare Administration (0WWA), which is linked to dollar- or
peso-denominated savings accounts in a consortium of banks. The card enables remittances to be
sent both inexpensively and safely at a market-based exchange rate. The Government has also
actively created a positive investment climate for Filipinos living abroad by offering tax-free invest-
ment programmes.

Return

The POEA was founded in 1995 to promote the return and reintegration of migrants. Many privileges
are granted to returnees, including tax-free shopping for one year, loans for business capital at pre-
ferential rates and eligibility for subsidized scholarships. Recently, the Government decided to allow
overseas workers to vote in national elections and committed a significant amount of money to over-
seas balloting. It has also continued to build up networks between the migrants and the homeland, and
psychological counselling services are being offered through a network of offices abroad to strengthen
the maintenance of "Filipino values”. In addition, the Government has created the Philippines Brain
Gain Network (BGN). Since 1992, the BGN has created a large human resource database of experts,
potential investors and partners overseas for business networking, joint collaboration and foreign
investments.

Regulation

The Government retains a regulatory role to protect workers from abuse and illegal recruitment. In

order to work abroad, Filipinos must be recruited either by a licensed recruiter or a Government agency,

or have their contract approved by the POEA and enrol in the official benefits programme. To encour-

age official labour migration, the Government offers migrants a number of benefits, including pre-

migration training in social and working conditions abroad, life insurance and pension plans, medical

insurance and tuition assistance for the migrants and their families, and eligibility for pre-departure

and emergency loans. Registration for these benefits, which is administered by the OWWA, is com-

pulsory and costs less than $200 per year. This service will be self-funded and paid for by the recruit-

ment agency, presumably out of the worker's wages, or directly by the migrant if the latter has an Sources:
independent contract. See Bibliography.
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Stemming the brain drain—South Africa

Destination-country statistics show that in 2001, more than 23,400 South African health professionals,
or approximately 10 per cent of all registered practitioners in this field, were working in Australia,
Canada, New Zealand, the United Kingdom and the United States. The brain drain in the public health
sector in South Africa derives from a combination of push-and-pull factors.

Push factors include low salaries and benefits, unsafe working conditions, degraded health
care infrastructure and inadequate opportunities for career development. Pull factors include the high
transferability of medical qualifications, active foreign recruitment, higher remuneration and the short-
ages of health professionals in destination countries. The brain drain has undermined the Government's
efforts to improve the quality of public health, especially at a time when the HIV/AIDS epidemic is seri-
ously increasing the demands on the health system. It has also wasted substantial public training budg-
ets. To address this growing problem, the Government of South Africa recently introduced a series of
measures to retain professionals and to encourage the immigration of foreigners as well as the return
of nationals working abroad.

Introduction of compulsory community service

Introduced in 1999, compulsory community service requires qualified doctors to serve at least
one year in a disadvantaged part of the country after completing medical training. In 2007, this scheme
is expected to be introduced to other categories of health professionals, such as nurses. The results
achieved to date have been encouraging. By the end of 2003, 92 per cent of graduating doctors stayed
in the country, and most of them served in the country’s rural areas.

Improvements in conditions of service

The Government recently signalled its intention to improve pay and working conditions in the
public health sector. In January 2003, the Treasury accepted the request of the Department of Health
to increase allowances paid to physicians in priority rural areas. Average pay, including benefits, was
increased by almost 5 per cent for generalists, over 12 per cent for specialists and 14 per cent for pro-
fessional nurses. Non-financial incentives, such as housing and social benefits, were also introduced.

Cooperation with destination countries

The Government has negotiated bilateral and multilateral agreements with its major destina-
tion countries in order to curb the emigration of health professionals. The National Health Service
(NHS) of the United Kingdom has developed a code of practice for international recruitment under
which the British authorities agree not to organize recruiting campaigns for health professionals in
South Africa and 153 other countries. Progress has also been made within the Commonwealth towards
the definition of minimum ethical criteria for recruitment in the public health sector.

Building networks

Initiated in 1998, the South African Network of Skills Abroad (SANSA) aims to convert brain
drain into brain gain by matching local shortages of skills with national expertise residing overseas.
Towards this goal, SANSA has established an extensive human resource database to facilitate knowl-
edge-sharing and networking.

Recruiting foreign health professionals

Acknowledging South Africa’s need for skilled immigrants, the Government enacted a new law
in March 2003 to encourage immigration of foreign professionals and to improve control of the entry of
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undesirable migrants. Furthermore, South Africa has also reached agreements with several countries
whose physicians could practise in the country for a predefined period with approvals from their
national authorities. The best known is the programme for Cuban doctors, initiated in 1996. In 2003,
there were 450 Cuban physicians practising in South Africa, most of them working in remote rural com-
munities. This number accounted for approximately 20 per cent of emigrated physicians during the
same period.

Box 7 (cont'd)

Sources:
See Bibliography.

It has been estimated that more than 23,000 South African registered health pro-
fessionals (or 10 per cent of the total) are working overseas in countries such as Australia,
Canada, the United Kingdom and the United States. A coordinated programme is in place to
try to stem the tide. It comprises improvements in local wages and conditions; new regula-
tions that require locally trained health-sector graduates to serve for a period in areas of spe-
cial need in South Africa; and cooperation with destination countries. It also includes
international databases to try to track and keep in touch with overseas South African experts
(similar to the brain-gain strategy of the Government of the Philippines) and recruitment in
other labour markets to try to attract professionals to come to South Africa. This last strat-
egy highlights the potential danger of a vicious cycle of “beggar thy neighbour”. Within the
Commonwealth, the problem has been acknowledged by member Governments and steps
have been taken to obtain agreement on a set of principles for ethical practices in recruiting
overseas skills in the public health sector.

So far, this section has examined labour migration as a broad phenomenon. The
global integration of labour markets is still modest. While there has been an increase in bilateral
and global agreements on trade in goods, the liberalization of services and labour markets has pro-
ceeded much more slowly. Thus, the temporary movement of labour is still small relative to the
size of labour markets in most countries. The temporary movement of natural persons (TMNP)
represents one of four modes of service delivery recognized by the World Trade Organization’s
General Agreement on Trade in Services (GATS). It refers to the entry and temporary stay of
persons for the purpose of providing a service (e.g., accountants, doctors or teachers).

The liberalization of labour markets for highly skilled labour is of particular
importance to countries endowed with a significant mass of talent, such as China and India.
For smaller countries, liberalization may exacerbate an already perilous exodus of skilled
labour. Generating clear incentives for workers to return is important.’® One measure could
be withholding a portion of earnings until migrants return home. Such a forced savings
scheme could also act to induce investment in the home country. Another approach could be
the reduction of quotas for countries with low ratios of returnees. Although this has the
potential of punishing the worst-off countries, sending countries could be motivated to
actively attract temporary movers.

Some recent developments are likely to mitigate the adverse effects of labour
migration. For example, the explosion of Internet connections has contributed to the “death
of distance”, thus opening up new doors for reduction of the impact of the brain drain by
allowing expatriate nationals to stay in closer touch with their native countries and even to
contribute directly to economic development. The Africa Union’s policy of considering Afri-
cans in the diaspora as the fifth region of the continent is one initiative in this regard. Other
interesting initiatives in this area include the Transfer of Knowledge through Expatriate
Nationals (TOKTEN) programme, initiated by UNDDP and presently managed by the United

The global integration
of labour markets is
still modest

Generating incentives
for migrants to return
is critical
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HIV/AIDS is the leading
cause of death in
sub-Saharan Africa

HIV/AIDS disrupts the
supply of prospective
employees . ..

... and has staggering
consequences for
government
performance

Source:

Joint United Nations
Programme on HIV/AIDS
(2004).18

Notes: Estimates. Adult
signifies person aged 15
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Nations Volunteers, and the Digital Diaspora Network, launched by the United Nations
Information and Communication Technologies (ICT) Task Force to promote development

through the use of ICTs.

HIV/AIDS

HIV/AIDS has become the fourth most common cause of death in the world and it is the
leading cause of death in sub-Saharan Africa. The severity of the epidemic is illustrated in fig-
ures 5 and 6.

The increasing incidence of HIV/AIDS, especially in developing countries, is a
significant challenge facing public administrations as employers. Given that the disease nor-
mally affects younger adults and those in the most economically productive phases of their
lives, HIV/AIDS has the potential to reduce the pool of prospective employees and shrink
the economic productivity of many countries. It has been estimated that in the eight
African countries with the highest prevalence rates, the male and female working popula-
tions in 2020 will be smaller by just under 20 per cent than they would have been in the
absence of AIDS."7 In Malawi, it is estimated that about 25 per cent of the urban workforce
will die by 2009 as a result of the rapid spread of HIV/AIDS (box 8). The demographic
profile in such countries will change, with a dramatic rise in the proportion of young peo-
ple in the population.

The impact on the labour market goes further:

* A loss of significant numbers of skilled workers, including in the
public sector (there is a tendency for more highly skilled, profes-
sional groups to suffer higher levels of HIV/AIDS-related deaths);

Figure 5.
Ten developing countries with highest proportion of adults living with
HIV, 2003
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developing countries with the most adults living with HIV, 2003

* High levels of absenteeism and leave without pay by those suffer-
ing from the condition (especially in the public sector, where leave

provisions tend to be more generous); and

* Increasing levels of families headed by children, child poverty and
lack of preparedness for skilled work for new entrants to the work-
force, particularly with the growing numbers of orphans.

Furthermore, there is a spillover impact on the public sector, such as increased

demands for public services and social assistance and a loss of revenue (estimated, in the case

of Botswana, to be 20 per cent over the next twenty years).!®
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Source:

Joint United Nations
Programme on HIV/AIDS
(2004).18

Notes: Estimates. Adult
signifies person aged 15
to 49 years.

The impact of HIV/AIDS on the public service—Malawi

It is estimated that in Malawi, about 25 per cent of the urban workforce will die by 2009 as the result of
the rapid spread of HIV/AIDS. With a prevalence rate among adults (ages 15—49) of approximately 15 per
cent—almost twice the rate of other countries in sub-Saharan Africa—the HIV/AIDS epidemic has already
inflicted a heavy burden on both the current and the future workforce in the Malawi public service.

Not only is the capacity of the Government to provide health-related services to those affected
stretched to its limit, but organizations also have to deal with the serious impact of this pandemic on
the human resources in the public service. For example, between 1990 and 2000, the largest and most
influential ministries in Malawi suffered from an increasing number of deaths of civil servants. In the
late 1990s, the actual mortality rate was more than six times higher than the rate prior to the discov-
ery of the first AIDS case, with young adults accounting for the majority of the increase (see figure).

Box 8
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Box 8 (cont'd)

—
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I
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Source:

Government of Malawi
and United Nations
Development
Programme (2002).

Sources:
See Bibliography.

Observed and expected deaths in the Ministry of Agriculture
and Irrigation in Malawi, 1990-2000

0 T T T T T T T T T T T

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Mortality is only one aspect of the impact of HIV/AIDS on the public sector in Malawi. An
HIV/AIDS-related death, for example, is likely to be preceded by a total of 65 days of absenteeism,
whereas people living with the illness are likely to be absent for 15 days per year. Thus, during the
1990s, the Ministry of Education, Science and Technology lost 866 man-months, or 72 years, owing to
the epidemic. High vacancy rates and increased absenteeism also result in a greater workload for the
remaining staff of ministries. This can easily lead to increased levels of stress and burnout, which can
negatively affect staff morale.

It is very difficult to assess all the costs of the impact of the HIV/AIDS pandemic on the public
service in Malawi. It will include the cost of recruiting, replacing and training new public servants for
those deceased as well as the opportunity cost of lost productivity during the time the posts were
vacant. In most ministries, the recruitment process is lengthy and expensive. The Civil Service
Commission, for example, asserts that it typically takes at least six months from the time a post is adver-
tised before it is filled. In the case of the Ministry of Agriculture and Irrigation, the average cost of
replacing one professional officer between 1990 and 2000 was $74,504. Given the high costs of recruit-
ment and training involved, many ministries have chosen to leave the posts unfilled for several years.

In 1999, the Government launched the National Strategic Framework for HIV/AIDS for the
period 2000—2004. As a result, workplace programmes such as counselling and support groups as well
as welfare, medical, bereavement and client schemes in addition to flexible work-schedule and com-
passionate leave policies for infected persons have been put in place.

The management of HIV/AIDS issues in the work place presents many dilemmas.
Mortality is only one aspect of the problem to be managed. In Malawi, HIV/AIDS-related
death is on average preceded by 65 days of absenteeism (compared with an annual norm of
15 days). This, in addition to the stress caused by the loss of colleagues, places strain on other

workers, causing burnout and loss of efficiency as well as a higher attrition rate.
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Managing in an HIV/AIDS environment

Employees with HIV/AIDS present specific challenges in terms of personnel and manage-
ment practices. Workers with HIV/AIDS are likely to experience some degree of limitation in
terms of their performance as well as social isolation and psychological problems, especially if
faced with disclosure. Policy questions arise about the role of compulsory screening and/or the
value of requiring candidates to declare their condition at the point of application or appoint-
ment. Early counselling support may be invaluable for those tested. There is a need for adjust-
ment for all concerned, not just those with the illness. How to deal with these problems is
clearly a whole-of-government responsibility, going far beyond HRM responsibilities. At the
same time, there is a clear set of challenges and impacts, and a need for responses, within the
human resource domain.

There is still widespread misunderstanding about HIV/AIDS to the extent that
it could affect the performance of both the employees with the condition and their col-
leagues. The need is clear for policies on the employment of people with HIV/AIDS,
including their rights and obligations, unambiguous guidelines for employees in terms of
working with people with the condition, and specific support for those having to manage
teams that include someone with the illness. Measures to combat discrimination are neces-
sary, including not only statutory provisions—as, for instance, the 2001 amendment to the
South African Public Service Regulations—but also codes of practice and training to raise
awareness.

Many governments and public organizations have taken steps to deal with the
management of HIV/AIDS in the work place. For example, the Department of Public Service
and Administration (DPSA) in South Africa has adopted a comprehensive policy that
includes strategies for prevention; voluntary counselling and testing (VCT) and support for
those infected and affected; education; resources and leadership to implement work-place
programmes on HIV/AIDS and sexually transmitted diseases; creation of a non-discriminatory
environment; and protection of confidentiality of those who voluntarily disclose their HIV
status. Minimum standards and a manual of best practices have been promulgated; education
and awareness programmes have been mandated; and HIV/AIDS committees have been set
up in each department.

The DPSA has acknowledged a number of concerns over implementation of
this strategy:

* Lack of integration of HIV/AIDS policies and programmes into
broader wellness initiatives and human resource practices;

e A tendency to allocate HIV/AIDS responsibilities to junior offi-
cials with limited skills, experience and influence;

e Limited data on HIV prevalence rates and the impact of HIV/AIDS
on the work place; and

e Inadequate understanding of specific work-place challenges such as
the existence of stereotypes and prejudices.

Reports on progress in implementation suggest that one of the most serious
problems is the unwillingness of employees to participate in the VCT schemes, partly for fear
of discrimination. A further serious problem is the lack of health insurance for the major-
ity of public service workers. The Government of South Africa has announced its intention
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to introduce a new medical scheme in order to increase its coverage and make it more
affordable.2?

In summary, all public organizations need a clear employment policy on HIV/
AIDS in the work place. Such a policy must be supported from the centre of government
hierarchy and be understood and pursued in all government agencies; it should be compre-
hensive, well publicized and well understood by all employees, not simply personnel/human
resource specialists. Organizations need to have a clearly articulated position on issues such as
testing, disclosure, absenteeism (including sick pay) and support services. Managers may need
specific support and advice in dealing with employees with this condition.
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Chapter |V
The mixed results
of HRM reform

In responding and adapting to the socio-economic challenges discussed in the previous chap-
ter as well as other important concerns, public administration systems around the world have
had to improvise and innovate. The examples in the previous sections illustrate that govern-
ments have been forced to reassess critical factors underlying human resource strategies and
practices, refocusing on issues of recruitment and retention of scarce talent and valuable expe-
rience, dealing with questions of morale and individual staff welfare and development needs,
and bringing these matters closer to the centre of governments’ strategic planning processes.

Governments have also had to face up to changing perceptions of needs and pri-
orities in public administration theory and practice, with direct implications for HRM. These
reform challenges have many sources: public disenchantment with government and public
service performance; growing fiscal and policy pressures due to rising expectations; academic
theory and fashion; diffusion of “best practices”; major policy shifts both within countries
and internationally caused by changes of government, changes of regime and wider global
developments such as economic or financial crises or demographic shifts; and (in the case of
e-government) technological change.

With the benefit of hindsight, it can be observed that some facets of reform have
actually damaged some of the core capacities necessary for developing sound human resource
practices; others have improved or restored these capacities. In this chapter, we will examine
some of the lessons learned from important reform initiatives during the 1980s and 1990s:
structural adjustment and downsizing; managerial reforms under the banner of NPM; labour
relations; and diversity management.

Structural adjustment and downsizing

One way of assessing the importance of different HRM policy initiatives is to look at the scale
of their adoption. Between 1987 and 1996, for example, the World Bank assisted no fewer than
68 developing countries and transition economies with staffing reform programmes.” China, the
world’s most populous nation, embarked in 1998 on a reform programme designed to cut
the number of its civil servants by half—in other words, by a projected four million people?—and
similarly dramatic reports are also available from countries such as Bolivia and Uganda.

Even in industrialized countries, the scale of staff reductions has been spectacular:
downsizing programmes were carried out between 1987 and 1992 in the public sectors of 22 of
the 27 member countries of OECD, making it by some distance the most widespread human
resource initiative during that period.® The Australian Public Service, for example, was reduced
from 181,000 to 143,000 staff between 1986 and 1996, and in Finland, the number of state
employees funded from the central budget fell by almost 40 per cent between 1989 and 1995.

Structural adjustment measures in developing countries often resulted in a set of
harsh measures that lacked support and legitimacy because of their social impact, to the detri-
ment of other reforms that might have resulted in improvements in administrative capacities.
Indeed, it has been argued that the emphasis on downsizing and related structural adjustment
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measures may have given reform a bad name: reform across a wider spectrum was “stigmatized
by the pains of such first-wave structural reform”.* Moreover, only modest results were achieved
in the downsizing programmes that were supported by loans and other external assistance.

Many of the measures adopted were shallow or did not last. Although several
African countries conducted ministry-by-ministry audits of civil service functions, only in a
few cases were these followed up with high-impact initiatives such as merging or dissolving
a significant number of ministries.®> Much of the initial reduction in the number of employ-
ees was achieved through tackling “ghost” and temporary workers and then by the introduc-
tion of early retirement and voluntary retrenchment programmes with generous severance
deals. Retrenched workers returned through “revolving doors”; demands for essential services
required new hiring; and the great bulk of those retrenched were on such low wages that sav-
ings were small.® Real public employment did fall for a while but then bottomed out, with
political pressures prompting subsequent rises in some cases.

In many ways, downsizing programmes reflected an inherent weakness in HRM
systems, which could not strike a balance between the tasks at hand and the human resource
requirements, or the “ins” or “outs” of the public service. Therefore, reducing the number of
staff without redefining the mission and functions of the government did not address the
underlying problem.

On the whole, significant improvements did not result from such efforts. As one
assessment put it, “fiscally driven reductions of state employment and functions have gone too
far and have not led to general and significant efficiency and accountability improvements”.”
Insufficient attention was paid to the political dynamics of various reform interventions—in
particular, coping with adverse reactions to the reforms themselves. This aspect was high-
lighted in the Benin case discussed in chapter II.

The public service in many of the countries subject to these measures was tradi-
tionally seen as a provider of secure employment. Reductions in salaries were often skewed
towards the better paid in order not to cause resentment among the large voting population
of lower-paid workers. However, the erosion of public sector salaries at the higher levels com-
pared with those in the private sector can be demotivating to the extent that skilled profes-
sionals are tempted to leave for better-paid non-government jobs. This is a tough scenario to
manage. Retaining skilled employees, maintaining their motivation and finding measures for
enhancing their performance and curbing the public sector wage bill require a fine balancing
act. In fact, in many places, there is an urgent need to increase remuneration for managerial
positions, which is further dealt with in chapter V.

This climate of “defeatism” in the public sector, however, needs to give way to a cli-
mate of more active human resource management, where public agencies and their managers are
working with the staff to help them to contribute to achieving the agencies’ strategic objectives
and to develop themselves. At the outset, it must be stated that the governments that devoted
so much energy to curtailing spending on staff were partly right: staff are a cost. Spending on
salaries, pensions and allowances consumes the lion’s share of public expenditure in most devel-
oping countries. With ministries of finance in the lead throughout the 1980s and 1990s as gov-
ernments went to great lengths to rein in public expenditure (figure 7), policy-makers could be
forgiven for viewing staff exclusively in terms of costs that needed to be slashed. Many govern-
ments did need to act to contain spending and some undoubtedly still do.

Perhaps there is also a more profound reason why governments have treated staff
as a cost: the ingrained “defeatism” among managers in the public sector that led them to
think of employees as a force of nature that could neither be managed nor developed. In gov-

ernments where central staffing control was strong, line managers had little practical control
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Figure 7.
Central government expenditure on wages in 49 developing countries,
1980-1999
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over the staff whom, in theory, they supervised. For example, a manager might wake up one
day discovering that a staff member had been transferred, literally overnight, into or out of
the department in response to what the manager might well consider as the inscrutable whim
of the central staffing office. In such an HRM environment, managers are bound to feel that
there is little point in trying to influence the way that staff perform their work.

Therefore, in the latter half of the 1990s, many governments gradually began to
move away from downsizing to more focused management of the human resources in the
public sector, as mentioned earlier. Regular reporting by OECD on issues relating to staff
management in the public sector is one example of such growing emphasis on HRM in the
industrialized world. Gradually, several governments in developing countries also realized
the limitations of downsizing programmes, which often did not achieve meaningful staff
reductions, as stated before. In addition, downsizing programmes did not contribute much to
enhancing efficiency and effectiveness in the public sector.

By the advent of the twenty-first century, downsizing initiatives in OECD coun-
tries had become significantly less prominent, presumably indicating that the battle had been
won, in some countries at least. Other HRM measures reported in the 1994 survey were still
important—notably devolution of management authority to line ministries and agencies and
the introduction of performance management and appraisal, sometimes including a perform-
ance-related pay element—though now joined by new measures. These included improving
the gender and ethnic diversity of the workforce and greater use of staff attitude surveys and

staff forums as well as the need to develop an overall framework for staff management.

New public management: lessons learned

As described in chapter I, NPM has been promoted as a “global model”, often recommended by
influential international agencies. When these agencies bring assistance and advice to developing
countries, the temptation is merely to copy when, in fact, the challenge is to adapt and select. With
this in mind, the present section examines some lessons from several decades of NPM diffusion
and adoption by many governments, both in the general area of public sector reform and more
specifically in the area of HRM. In brief, while the lessons of NPM in countries where it origi-
nated are ambiguous, the experience of NPM in developing countries is even more starkly so.
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NPM was essentially doctrine-driven, especially in its early years. A common phe-
nomenon among the reform-minded progenitors of NPM was their rush to implement and
extend their initiatives before evaluating the consequences. However, even if rigorous evalua-
tions have been few and far between, the lessons of experience have pointed to some common
trends in HRM due to the spread of NPM doctrine and practices:

* HRM in the public sector became similar to its private sector coun-
terparts. Economic efficiency was one of the most important stan-
dards of reform, achieved, for instance, by reducing the size of the
public sector;

* Many efforts were made to give line ministries and/or line managers
greater flexibility and freedom in HRM through various decentral-
ization and devolution policies; and

* In return for providing greater flexibility and freedom to agencies,
governments tried to secure accountability of line ministries and/or
line managers in HRM by stressing the performance and ethics of
the civil service.®

There are only a handful of governance systems that are systematically structured to
reflect NPM doctrine and to make full use of the NPM tool-kit. Perhaps the Anglo-Saxon coun-
tries of Australia, New Zealand and the United Kingdom are the best-known examples. The expe-
rience of Australia, for example, shows that devolved management coupled with a set of clear
central goals and policies (for example, cost-cutting) can be an effective instrument for achieving
change. From the mid-1980s, NPM-style reforms were driven largely by transforming the
public-expenditure management process under the guidance of the Department of Finance.

Managerial reforms, such as one-line budgets and performance monitoring of programme out-

puts and outcomes, were accompanied by, among other things, the creation of internal markets,

semi-autonomous agencies, user fees and charges set to recover costs and contracting-out.

Throughout these years, the Government of Australia acquired the reputation of
being a sound financial manager, meeting budget targets, showing fiscal discipline and suc-
cessfully targeting and cutting expenditures where needs and circumstances required. Much
of this was achieved by more targeted strategic management at the agency level, bringing effi-
ciency gains. At the same time, it required strong political direction and some old-fashioned
fiscal discipline and controls to “squeeze” these savings from the system.

Outsourcing: a double-edged sword

Achievements in improving efficiency (i.e., technical or productive efficiency) are the most
commonly claimed benefits of NPM initiatives. The claim is that new market-like constraints
and incentives push managers to improve efficiency. For example, contracting-out or out-
sourcing is said to bring efficiency gains (narrowly defined). It may also bring improvements
in service quality, as properly managed contracting requires a systematic approach to monitor-
ing and quality assurance, which focuses increased attention on service delivery. Outsourcing
also takes advantage of skills and technology available in the private sector and is commonly
adopted to provide back-office information technology services. The United Kingdom has
been a leader in contracting out what were formerly in-house functions and services, for exam-
ple in the National Health Service (NHS) (box 9). There, a recent development has been the
growth of public-private partnerships (PPPs) for the provision of key support services.
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Outsourcing public services:
the National Health Service—United Kingdom

Globally, the United Kingdom has been a leader in the application of outsourcing in the public sector.
Initially, the use of outsourcing was limited mainly to administrative and information technology (IT)-
related “back-office” functions, but more recently, it has been expanded into other “front-line” services
as well. This includes catering and the delivery of health services.

In 2003, for example, a privately run hospital in Surrey became a diagnosis and treatment cen-
tre (DTC), providing routine surgery, testing and outpatient services exclusively for the National Health
Service (NHS). The staff of independent-sector DTCs are private sector employees. Both United
Kingdom and overseas health care companies have since been invited to bid for the operation of addi-
tional DTCs. The private sector is also being offered the possibility of operating chains of DTCs for dif-
ferent types of medical treatments.

Even though outsourcing plays an increasing role in the delivery of front-line health services
in the United Kingdom, it still remains heavily focused on back-office functions. A major contributor to
the recent large increase in the application of outsourcing in the health sector has been the National
Programme for Information Technology (NPfIT). The value of IT contracts rose almost seven-fold from
£1billion in 2002/2003 to around £6.9billion by the end of 2003/2004. The NPfIT, inter alia, has initi-
ated the establishment of a number of electronic systems, such as to manage the records of patients
as well as the appointment and registration processes.

As part of health sector reform, the NHS Shared Financial Services, which currently provides
back-office functions, such as accounting, budgets, value-added tax (VAT) and supplier invoice settle-
ment for a number of NHS organizations, announced in November 2004 that it would transform itself
into a joint venture partnership with a private company. The ownership of the new firm, called NHS
Shared Business Services Limited, will be divided evenly between the Government and its private-
sector partner. Staff will be transferred to the private company but will retain NHS conditions of ser-
vice as per the 1981 Transfer of Undertakings (Protection of Employment) Regulations.

While the proponents of outsourcing believe that it can generate significant efficiency gains
and cost savings, others are more skeptical. The NPfIT, for example, has come under criticism for being
too ambitious as well as for significant budget overruns and lack of proper evaluation of the costs and
benefits of the outsourcing option. In addition, UNISON, Britain's biggest trade union, and other critics
from the health professions have expressed fears that the DTCs will charge higher fees than those cur-
rently applied in the public health system and poach NHS staff, thereby further draining its limited
human resources, partly because the DTCs have been allowed to employ seconded NHS staff.

Sources:
See Bibliography.

Outsourcing, however, should be undertaken only with great care. A recent expe-
rience in the municipality of Copenhagen in Denmark illustrates this point. In 2003, the
municipality outsourced payroll management of 50,000 employees to a private consulting
company. It was envisaged that this arrangement would generate cost savings for the munic-
ipality of around $7 million over a period of six years. Yet the outsourcing is now expected to
increase costs by $6 million in 2005 alone. Thousands of employees received inaccurate pay
checks in 2004, leading the Labour Court to rule in early 2005 that the collective agreement
between the employer and employees had been violated by the municipality because of the
lack of timely and correct salary payments. Subsequently, the consulting company agreed to
pay $2.5 million in compensation to the municipality.®

Some governments have begun to use outsourcing in the security and military sec-

tors through private military firms and private military contractors. This practice, however, has
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been fraught with controversy, as no country has yet developed clear policies regarding the regu-
lation of such firms. For example, the recruitment, screening and hiring of individuals for public
military roles are, by definition, left in private hands, which raises some important accountabil-
ity, oversight and performance issues. It has also been pointed out that the profit motive of con-
tractors may not always be congruent with the interests of the respective governments.

Caution is also needed in case successes associated with outsourcing are attributed
to the wrong causes. So-called efficiency gains in labour-intensive functions and services are
generally a result of contracting-out, under which private sector workers have less favourable
pay and working conditions than their public sector counterparts. The savings are primarily
a spillover effect of marketization rather than the direct result of a new set of constraints or
incentives for managers. In such cases, outsourcing reflects a choice, depressing wages and

conditions for publicly funded workers providing public services.

Deregulation of HRM:
creating new bureaucratic control

Paradoxically, deregulation to “let managers manage” is typically accompanied by re-regulation
that imposes new, and perhaps more burdensome, constraints. Sometimes, these are in the style
of market-type mechanisms aimed at improving coordination or reliance on “self-regulation”
within new frameworks of accountability and transparency (such as performance indicators).
However, these often appear to be no less intrusive or bothersome to managers than old-style
by-the-book controls and inspections.

Trends in New Zealand, the United Kingdom and elsewhere demonstrate a large
and growing apparatus of regulation erected over and above the leaner, devolved systems of
management, staffing and service delivery as a result of NPM reforms."® Inspection and audit
mechanisms to implement the new NPM-style “arms-length” monitoring have grown dispro-
portionately. What is saved on the one hand may be eaten up by new overheads on the other.

This also illustrates another aspect of what has been learned from the experience of
NPM. For example, what may have appeared to be logical, simple solutions to well-defined prob-
lems may turn out to be only half the story. Most administrative problems are of the “on the one
hand . . . on the other” kind: they are messy and full of conflicting requirements. Autonomy and
devolved management are good ideas for focusing single-mindedly on an important objective but
bad ideas when it is important to coordinate with some other equally important objective. This is
a typical administrative dilemma. Like the swings of a pendulum, governments shift from one pole
to another in the search for the “ideal point”. Indeed, governments in countries where NPM got
an early start have been seen to react against some of its supposed successes, instituting “joined-up

government” to restore coordination or putting in place new instruments of policy control.

Performance-related pay:
an unwarranted panacea?

Many predicted efficiency gains of NPM are not easily observable. A good example is
performance-related pay, a favourite of NPM advocates, where evidence is inconclusive and
ambiguous.’ While performance-related pay is theoretically an ideal way to reward merit in
the public service, its implementation is often riddled with difficulties. Critics claim that
performance pay may promote emphasis on short-term successes rather than a long-term
perspective, that it involves major methodological and measurement problems, and that it can

potentially demoralize “non-achievers”.
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The experience of some OECD countries with performance pay in the public
service, for example, has not been altogether satisfactory, particularly because policy-makers
often do not have an adequate understanding of the complexities involved in administering
such a system. In any case, a single-minded focus on material incentives downgrades other
reward and incentive measures that may be just as important, such as stability of employ-
ment and the prospect of interesting, worthwhile work. Fairness, equity and reward for
loyalty and commitment to the service as a whole are built into systems of incentives and
rewards in such cases.

Notwithstanding the above arguments, it is also unwise to reject performance
pay entirely, as its failure may often be caused by weak design and inadequate preparation
rather than inherent problems in the concept itself. An instructive illustration is the proposal
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Performance-related pay: if you fail to prepare,
you prepare to fail—Mauritius

For a long time, Mauritius has had a traditional civil service pay structure with annual increments for
public servants. A small link between pay and performance had been built into the system. During the
1990s, there was growing interest in Mauritius in introducing such a scheme into the public service.
Instead of copying foreign models, the Ministry of Civil Service Affairs and Administrative Reforms
(MCSAAR) first conducted a survey at all levels of government, local authorities and civil servants’
associations in order to assess the likely receptiveness of public servants to such an innovation.

The response rate was above 55 per cent and numerous valuable comments were collected
from 88 government agencies and public organizations. The figure below illustrates how well staff
responded to different practices related to performance-related reward (PRR).

Performance-related reward in the Government of Mauritius
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Most staff associations, including unions, expressed skepticism about the manner in which
such a scheme would be introduced. The unions were also fearful that the selection process could be
subject to patronage, favouritism and abuse. They therefore preferred a system rewarding organiza-
tional performance.

| —
Agree
I
Disagree

Source:
Government of Mauritius
(2003).
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Box 10 (con’t)

Sources:
See Bibliography.

Based on the feedback, the MCSAAR concluded that, although the majority of respondents
were in favour of performance-related pay, there was strong apprehension about introducing it too
early as well as concern about how fairly it would be implemented. It was also felt that a performance-
related pay scheme would need certain prerequisites in place, including strong support from top man-
agement, proper integration with a proper performance management and appraisal system, and an
effective internal communication strategy. Given the specificity of the Mauritius environment, the
reform had to be cautiously carried out in phases and on a pilot basis, with mechanisms for examining,
approving, controlling and monitoring the implementation of the programme. Efficiency, diligence and
commitment, for example, should be major indicators for assessing performance.

Understanding NPM
only as doctrine is
not sufficient

NPM tools are
often adapted to
local settings . . .

... mutating into
something quite
different

NPM is sometimes
perceived as solutions
chasing problems,
when in fact the
problems require
different solutions

to introduce performance-related pay in Mauritius (box 10). Staff feared that the system would
encourage patronage and favouritism, and there was strong support for organizational or team-
based rewards as well as individual rewards, with the caveat that transparent, objective and fair
systems of appraisal of individuals must first be in place. Another example of the inherent dif-
ficulty of introducing performance-related pay is found in Germany, where Parliament rejected
a proposal by the Government to introduce more flexibility into the civil service pay system.

NPM: more than a doctrine

The fact that an idea such as “performance” or “merit pay” can be so differently interpreted
and applied in practice also warns against treating all the tools and instruments of NPM as
expressions of one underlying doctrine, as discussed in chapter I; they can be adapted and
used for many purposes. The transformation of NPM in local settings occurs partly because
these tools, once uncoupled from the underlying doctrine, are open to multiple uses and
extensions. For instance, adherence to civil service stability and continuity and to norms of
mutuality and reciprocity are so strong in some political cultures that instruments stressing
competition and self-management are antithetical even if the aims of improved efficiency and
performance are shared. The Republic of Korea, for example, has adopted a model of public
sector reform that avowedly espouses NPM principles'? while moving in a more cautious,
piecemeal manner in importing its tool-kit.

NPM instruments or tools applied to a local setting may even mutate into some-
thing quite different.” Thus, when the Government of the Hong Kong Special Administrative
Region of China implemented performance-based rewards, it did so in order to encourage and
reward teams of civil servants jointly responsible for a successful outcome rather than to
“incentivize” individuals. This may reflect cultural norms that frown on excesses of competi-
tion in the work place (as distinct from the marketplace). A common pitfall in assessing the
appropriateness of NPM for developing countries is that what appears “on the ground” as an
initiative in the style of NPM is often, in fact, something very different because the underly-
ing problems being addressed are different. Strange hybrids crop up in such cases.

Evaluating such reforms as a case of NPM would miss the point: they apply a sur-
face veneer of NPM doctrine to problems other than those that such a doctrine directly
addresses. In the presence of such examples of the mismatch between problems on the ground
and those that NPM addresses, it could be argued that many attempts to implement NPM in
developing countries may be doomed from the start. As just illustrated, many local problems
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in developing countries are very different from those that NPM seeks to solve. Perhaps this is
a case of “solutions chasing problems” when in fact the problems require other solutions.

Leap-frogging: a possibility?

A different argument about the inappropriateness of NPM solutions to the problems of
developing countries proposes that NPM represents a “stage of development” in public sector
reform that developing countries are not yet ready to handle (see chapter II); problems
addressed by earlier, traditional public administration disciplines must be dealt with first.
Reliability, continuity, equity and due process need to be institutionalized, for example, ahead
of responsiveness, flexibility and a “customer orientation”. NPM in Western countries was
feasible and appropriate only once issues such as probity, integrity, regularity and accounta-
bility had been resolved by traditional public administration.

It can be argued that this argument seems to fall into the trap of predicating all
“development” on the need to follow a single path or trajectory: the trail that has been blazed
by “advanced Western democracies”. Such a view is open to the charge of ethnocentricity. This
transfer of Western blueprints and models as if they were relevant to all times and places has
aptly been labelled “institutional monocropping”.™ Crucially, such an approach is likely to miss
opportunities for improvement that emerge from tapping local problem-solving capacities.’®

Nevertheless, there is strong evidence from the experience of NPM reforms in
developing countries that there are certain prerequisites for successful reform. For example, it
has been argued that use of market-type mechanisms and contracting requires that a func-
tioning formal market first be in place; that authority cannot be devolved if it is not first
unified and centralized; and that accounting for outputs will not be effective as a way of
monitoring unless officials are first accustomed to accounting for inputs.’®

This point of view seems to suggest a somewhat cautious scenario in which innova-
tion must await the slow, careful development of support systems and institutional frameworks
that Western countries developed over centuries. However, the “latecomer advantage” can be a
real one. So long as arguments about the need to tackle reforms in logical steps or stages are point-
ing to the existence of prerequisites for particular measures of improvement, a more optimistic
view of possibilities is opened up. That is, “leap-frogging” may be possible, although not across
the board but rather in selected priority areas: governments may not need to wait until a fully
fledged, functioning traditional public administration is in place in those priority areas before
implementing NPM initiatives so long as attention is paid to having in place vital accompanying
administrative support systems and infrastructure relevant to each particular problem."

The case of a successful local health initiative in northern Brazil, which involved
both a judicious combination of tight central staffing controls (because of the pervasiveness
of local patronage networks) and high levels of local operational autonomy is instructive in
this regard.’® Local autonomy afforded the health teams a sense of empowerment, which
encouraged them to respond flexibly to local needs. However, this autonomy was constrained
in ways that ensured that potential abuses could be avoided. The centre not only imposed
tight personnel controls, but it also set performance standards, publicized them and sought
feedback, deliberately encouraging local populations to monitor outcomes.

The issue here is not whether devolution can work only if it is preceded by or
builds on a functioning, rule-governed bureaucracy and a well-managed system of perform-
ance measurement, but whether in deploying it, certain conditions are put in place, such as
staffing procedures that ensure competence and task commitment and a set of outcome stan-

dards that facilitate transparency and accountability. In this case, the government was able to
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invest sufficient human and financial resources to ensure that those conditions were in place
to enable “leap-frogging” to happen. However, given the general resource constraints facing
governments in developing countries, the report suggests that such a strategy may not be
applicable under several circumstances. In some cases, the lessons to be drawn for effective
reform are about “getting the mix right” for the contingencies faced.!®

Even with this in mind, however, circumstances sometimes require what appear
to be high-risk reform strategies, that is, “getting the sequencing wrong” or going ahead with-
out having everything in place. In Viet Nam, for instance, a series of NPM-style managerial
devolution measures have been adopted for provincial and lower-level agencies, including
one-line budgets, greater flexibility in personnel management and even devolved authority to
levy discretionary fees and user charges for government services.?? At the same time, a por-
tion of successive, substantial across-the-board salary increases must be paid from these local
revenues, the rest coming from the central budget.

In sum, the consequences of implementing NPM measures may include some of
the following:

e Abolition or downgrading of many central personnel and financial
control mechanisms;

* Conversion of civil service departments into free-standing entities,
perhaps outside the civil service;

e Performance-based accountability through contracts, replacing old
civil service employment rules;

e Deregulation of middle management;
e A strong customer focus in designing and administering services; and

* Extensive use of market-type mechanisms, such as competitive ten-
dering and contracting, both for delivering internal services and for
services to the public.?’

NPM ideas and instruments have added to or refined the store of options available
for solving public administration problems, but the result is not a completely new departure
that leaves all else behind. In developing countries, it is common to see NPM solutions being
applied inappropriately to local problems without at the same time considering all the contin-
gencies and assessing their viabilitcy. However, the conclusion should not be drawn that devel-
oping countries are not ready for NPM. Rather, a wider array of solutions should be considered
for the particular problems in hand, with careful attention to meeting all the requirements for
the support systems needed for a particular administrative or management technique.

Labour relations in the public service

As governments gradually moved away from downsizing strategies towards greater appreciation
of holistic management of human resources, they realized the need to foster more conducive
labour relations in the public sector. This included growing awareness among governments of
their special responsibility to consult with staff on changes in working arrangements and to
ensure the right of public servants to collective bargaining, as enshrined in the Declaration on
Fundamental Principles and Rights at Work of the International Labour Organization (ILO).

Where consultation is concerned, an OECD survey in 2001 revealed that three
countries had carried out staff attitude surveys while two more had introduced consultative

forums for senior staff. This perspective is also reflected in the recent HRM reform in Canada,
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which requires departments to set up labour-management consultative committees as a forum
for dialogue and discussion on issues of mutual concern. Moreover, there is the evidence from
a number of private sector studies that labour-management consultation is generally associ-
ated with higher organizational performance, and there seems to be no reason why the pub-
lic sector should be any different.

Where collective bargaining is concerned, the picture is somewhat complicated.
While Italy, New Zealand, Spain and Sweden among the 18 countries in the 2001 OECD
study have taken steps to strengthen central collective bargaining, it must be recognized that
collective bargaining, even the right to belong to a union, is denied to public servants in many
countries. Furthermore, in several others, the unions, which bargain on behalf of public ser-
vants, have sometimes been an obstacle to reform. In many countries, unions still mistrust
the governments’ intentions and the governments assume that unions will be negative while
neither troubles to find out the facts.

In Sri Lanka, for example, the management side did not consult the public ser-
vice unions about its reform programme in the late 1990s. However, one public service union
official said that “The government believes we are hostile to reform, but we support reform.
If the reform is constructive and in the interests of the country, we support it”. In other coun-
tries, unions have played a positive role, even in programmes where the prospect of job losses
for members has been a real one.

The Civil Servants Association (CSA) of Ghana, for example, was involved in
decisions about rightsizing from the beginning through its membership in the Redeployment
Management Committee (RMC), which steered the reform process. Far from putting spokes
in the wheel, the CSA “gave its blessing”, in the words of government officials, even to deci-
sions that would have an adverse impact on its members. Officials were more critical of some
of their colleagues in government than the representatives of the CSA. Through its member-
ship in the RMC, the CSA was able to argue for a package of measures such as retraining to
alleviate the hardship caused by downsizing.

Similarly, United Kingdom human resource specialists in a National Health
Service Trust and in a large local authority took consultations with trade unions seriously.
One specialist went so far as to say that the unions were his key change agents and that
pushing through job reductions would have been “one hundred times” more difficult with-
out them. In contrast, the Civil Service Union in Uganda was excluded from the relevant
steering committee, the Implementation and Monitoring Board, although it had lobbied to
be included. It is probably no coincidence that Uganda failed to organize any assistance for
retrenched staff other than the redundancy package itself, something which government offi-
cials later came to regret bitterly.?? In a number of countries, unions have also become part-
ners with governments in promoting organizational learning in the public service.

Generally, it seems that ensuring that unions play a positive role is always going to
be more difficult in non-competitive markets, such as the public sector. However, dealing suc-
cessfully with the problems raised by public sector unions will depend on the quality of the leg-
islative framework and the dispute settlement procedures in place. An effective labour legislation
for the public sector, for example, would try to set up alternative mechanisms to strikes and
lockouts for the settlement of disputes; arbitration by third parties is an obvious example.?®

It is not only in the public sector that union involvement can be constructive and
beneficial. Research in the United Kingdom private sector has discovered that unionized com-
panies are most likely to follow the strategic approach to staff management that is recom-
mended in chapter V of the present report.?* Thus, governments should, wherever possible,
involve public servants and their representatives in staff management decisions in order to respect

the rights of employees at work but also to harness their energy to improve efficiency further.

63

Effective labour
management
consultation is
associated with
increased
organizational
performance

Collective bargaining
and unionization are
prohibited in many
countries

Including unions in
reform can pay off,
however . ..

... the non-competitive
environment of the
public sector poses

a challenge



64 The mixed results of HRM reform

Diversity management

Those countries that will prosper most in this increasingly globalized world will be those that
see diversity as the normal state of affairs, that accept rather than reject other cultures, that
understand them, like them, and work with them.

—Tony Blair 2°

Just as with collective bargaining, governments sometimes hesitate to make the workers’ “right
to be treated equally”, enshrined in the ILO Declaration, a reality by taking the necessary
steps to protect members of disadvantaged groups, fearing, perhaps, a backlash from more
privileged groups or that such steps may be at the expense of efficiency. On the contrary, it is
partly because of efficiency—in order to use the stock of human capital in the public service
to the fullest—that governments should not ignore the talents of under-represented or under-
privileged groups, such as women and certain ethnic, linguistic or religious groups.

Gender imbalance

Evidence from both Israel and Taiwan Province of China shows that organizations that pro-
Low-income countries ~ mote and pay women equally tend to be more effective and have lower turnover.2é Yet some-

often have an times the problem is the lack of a critical mass of talent when it comes to employment in the
imbalanced gender
distribution in the
civil service, . ..

public service. Among low-income countries, an imbalance in gender distribution is often
characteristic of the civil service, partly because fewer girls and young women complete sec-
ondary school and university compared with their male counterparts. In some countries, a
large imbalance permeates every level of administration as, for instance, in Chad (table 4).
In other countries, female and male civil servants are more or less equally repre-

L sented. Nevertheless, this does not negate the fact that the composition of these civil services
... which is also the

case at higher levels of
government in more as in Argentina and Brazil, for instance. However, the under-representation of women at the

is often skewed in favour of men when it comes to the higher echelons of the administration,

developed countries  higher levels of government is not confined to specific parts of the world. It is a worldwide
phenomenon with which developed countries and transition economies in Europe also are
grappling, as illustrated in figures 8 and 9.
In general, Eastern European countries have a large representation of women at
the higher levels of administration. Remarkably, the Nordic countries do not show a common
trend, with only Iceland and Sweden consistently above average.

Table 4.
Composition of Chad’s civil service, 2002

Category Total Women Percentage Men Percentage
A 4,503 334 7 4,169 93
B 8,340 997 12 7,343 88
C 7,562 1,527 20 6,035 80
Source: D 1,722 175 10 1,547 90
iGnoéeArE;“Aegt(%g?f; Total 22127 3,033 14 19,094 86
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Figure 8.

Decision-makers one level below that of minister in the central
administration of 30 European countries, by gender, 2004

Latvia
Slovenia
Sweden
Finland
Liechenstein
Bulgaria
Poland
Slovakia
Spain
Norway
United Kingdom
Estonia
Iceland
Luxembourg
Romania
Cyprus
Czech Republic
Greece
Ireland
Netherlands
Belgium
Malta
Portugal
Denmark
Hungary
Lithuania
Austria
France
Germany
Italy

Figure 9.
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Accommodating diversity

Accommodating diversity is a necessity primarily on account of the process of diversification
present in all societies and organizations. Such growing heterogeneity reflects more than the
plurality and visibility of cultures, which must be accommodated in any work place. On a
more basic level, heterogeneity springs from the diversity of occupational groups, the product
of specialization, which rapid advances in science and technology have left in their wake.

One of the many effects of globalization has been to ease the movement of
people across borders and bring them closer together. Proximity, however, has not invariably
helped to combat or assuage stereotyping, let alone eliminate prejudice and discrimination.
Recent events in the world have brought home to some governments a sense of the diversity
of their respective countries and the dangers of exclusion. Nevertheless, it would be an error
to view the current emphasis on diversity management purely in terms of “affirmative action”,
equalizing opportunities or righting historical wrongs, important though these may be.

The emphasis placed by the Government of South Africa on managing diversity
was dictated largely by the awareness of its strategic importance to socio-economic develop-
ment as well as the desire to promote a high level of efficiency and productivity in the public
service. The Government decided that in order to correct the imbalances of the past, the issue
of management of diversity had to be addressed at the highest level (i.e., the national con-
stitution). The Constitution specifies that “Public administration must be broadly represen-
tative of the South African people, with employment and personnel management practices
based on ability, objectivity, fairness, and the need to redress the imbalances of the past to
achieve broad representation”.?? In presenting the case for managing diversity, however, the
Government of South Africa strongly noted that the need to develop a culture of diversity
goes well beyond simply maintaining a representative workforce.

There are also a number of business-related arguments in favour of diversity man-
agement, including the following:

o Contribution to improved service delivery. Developing a more respon-
sive, customer-focused approach to the recipients of public services
requires public servants who are able to relate to every section of
South Africa’s society, familiarity with the needs of citizens and an
ability to both communicate with and respond to their concerns.

o Fresh thinking, innovative approaches and new ideas. Meeting the
challenges facing the public service will require fresh thinking and
innovative approaches, often outside the traditional public service
culture. Encouraging diversity of culture can generate new ideas and
get them adopted.

»  Morale, job satisfaction and increased productivity. A culture of equal-
ity where different member groups are valued is likely to boost staff
morale and contribute to increased job satisfaction and thus to

increased productivity.

South Africa is a concrete example of how a government can act to eliminate dis-
crimination and promote the participation of disadvantaged groups while drafting legislation
sensitively in order to ensure that efficiency is not eroded. Given the history of institutionalized
discrimination against non-white citizens in South Africa, both the 1993 and the 1996 consti-
tutions contain a non-discrimination clause with sufficient teeth to be invoked successfully in
the High Court, as in the ironic case of a white state government lawyer unfairly passed over for
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promotion in 1995. Significantly, in interpreting the legislators’ intentions, “The Court found it
difficult to believe that the legislature intended that a more representative civil service should be
created at the cost of qualifications, expertise and experience”.3°

The Constitution, however, recognizing that non-white groups had been “histor-
ically disadvantaged” because of the legacy of “apartheid”, also allowed for positive affirma-
tive action measures. In 1998, the Government published the White Paper on Affirmative Action
in the Public Service, aimed at addressing disadvantage while affirming the complementary
importance of providing good public services. The much-touted model of the Indian Admin-
istrative Service, with its efforts to reach out to all segments of Indian society, has also shown
interesting adaptive capabilities in face of modern pressures. Initiatives in both South Africa
and India reflect their unique history and experiences, but they are echoed by similar, albeit
less wide-ranging, initiatives in a number of rich countries, notably Australia, Canada,
Denmark, France, Iceland, Norway and Spain.
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Chapter V
Managing people as
a strategic resource

Adopting a holistic approach to reform

What actions should governments take to manage their staff better? The present chapter dis-
cusses some of the key elements of a strategic approach to HRM reform in the public sector.
The report recommends that governments consider the development of an HRM strategy that
builds on the best attributes of three broad models or schools in public administration: tra-
ditional public administration; public management, including NPM; and responsive gover-
nance. Each one of the three models has particular strengths and highlights core values that
are relevant to address contemporary HRM challenges in the public sector.

Interestingly, some of the early and most enthusiastic adopters of the NPM
model, such as Australia and New Zealand, have in recent years rediscovered the virtues
of traditional public administration, in particular, the value of the principles of impartiality
and merit. The public management model has also contributed important principles, tools and
techniques to HRM reform, particularly in the area of performance and results-based man-
agement. And recently, the governance paradigm has brought to the fore new approaches and
concepts to make public administration more responsive to the demands of citizens and other
stakeholders. Each model therefore offers important attributes that can be harnessed to
improve HRM in the public sector. The report suggests that the unifying principles of such
an HRM synthesis could be impartiality, professionalism and responsiveness.

As the starting point for the development of a synthetic HRM framework for the
civil service, the following components were identified in chapter I:

* A politically impartial, professional and merit-based civil service;

* A core “guardian” agency, exercising strategic leadership and moni-
toring a system of dispersed management rather than operating
through bureaucratic controls;

* A strong focus on results-oriented management in the public service
through the use of effective performance standards and indicators as
well as promotion criteria giving greater weight to relative efficiency

(rather than relying only on seniority);
* Tough, objective anti-corruption rules and agencies;

* Legislative provisions and professional norms that facilitate making

the civil service open to external scrutiny; and

* Systems and skill sets that provide high levels of communication
capacity through being networked by the effective deployment of
information technology.

The above-mentioned components are intended to serve only as an illustration of
how governments can develop an HRM synthesis that meets their own specific needs and pri-
orities in order to fully harness the ability of staff to contribute to the achievement of national
development goals. The HRM synthesis is a guidepost, something for governments to compare
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themselves against, rather than a blueprint. Wholesale overnight reform based on a blueprint
rarely occurs and is probably undesirable even where it does, as discussed in chapter II.

Table 5 highlights selected HRM features of the three models. While the report

advocates that developing countries would be well advised to put in place first a well-

functioning career-based civil service before embarking on more complex legal and institu-
tional reform, there are many possibilities of revitalizing civil service management by selectively
infusing features of the public management and responsive governance models into traditional
public administration.

Governments that have put in place a traditional public administration system,
for example, can make it more responsive by adopting measures such as the following: sub-
jecting senior officials to 360-degree accountability; strengthening performance measurement
and reporting; introducing organizational learning into the public service; re-focusing on val-
ues that promote citizen-centred delivery of services; and strengthening labour-management
relations. Such incremental but strategic reform measures can undoubtedly make a difference
in enhancing the responsiveness of the public service to various stakeholders in society with-
out undermining the core tenets of traditional public administration.

In the same vein, governments can enhance the professionalism of the public ser-

vice by infusing some of the best features of the public management model into traditional

Table 5.
Selected HRM features of the three models of public administration

Public administration Public management Responsive governance

Civil service system | Closed and bounded Open and decentralized Open and regulated

Career civil service Position-based system Core career civil
service; other posts

position-bhased

Tenure

Fixed-term

Tenure and fixed-term

Institutional
arrangements

Independent central
personnel authority

Personnel administration

Unified pay system

HRM decentralized
to line ministries

Human resource
management

Individual contracts

Lead HRM regulator;
decentralized HRM

Strategic HRM and
development

Unified and performance-
based pay system

Career advancement

Seniority-based

Performance-based

Range of competencies

Pay policy Qualifications and Job-hased criteria with Job-hased criteria with
experience-based performance element performance element

Performance Professional ethics Performance 360-degree

management agreement accountability

Human resource
development

Functional skills

Competencies

Competencies and
relational skills
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administration. This may include greater emphasis on the professionalization of HRM, includ-
ing integration of staff management into strategic organizational planning processes in the
public service; recalibration of the pay policy to better link it to underlying labour market
conditions; introduction of competency-based staff selection and training; and setting service
quality standards in the public sector.

Whatever components governments identify as priorities for their respective HRM
synthesis, they would generally be well advised to follow a holistic, yet gradual, approach to
HRM reform in the public sector. In an ideal world, governments would work through the
items of a holistic framework in a logical order. However, in keeping with the notion of “start-
ing from where you find yourself”, a government may choose, for example, to begin with per-
formance management as a way of making managers aware, for the first time, that they are
responsible for the performance of staff, as Morocco did; or with job reduction because of an
overriding need to bring spending on staff into line with government income, as Cambodia
and many other developing countries and transition economies have done; or, indeed, with
any human resource issue that is a current priority.

Building an effective HRM institutional
framework

Legal and regulatory reform

Traditionally, the primary objective of laws and regulations governing public servants has
been to shield staff from political, ethnic, religious and fiscal interference as well as to protect
the public from an arbitrary, or even biased, delivery of services and administration. Apart
from stipulating which functions should be granted civil service status (an ever-contentious
issue), laws and regulations, importantly, define the role of the civil service in the manage-
ment of public affairs and the values and principles that should guide civil servants in the
exercise of their duties, and establish their rights and obligations.

Some of the most comprehensive reforms of legal frameworks in the public sec-
tor in recent years have taken place in the former Eastern bloc countries. In the Soviet era,
civil servants in these countries were subject to ordinary labour law. The break-up of the
Eastern bloc, however, spurred major administrative and civil service reform. Initially, civil
services were primarily reorganized in accordance with employment models based on private
law before statutory mechanisms were adopted in the late 1990s and the early years of the new
century. The latter development, in particular, was facilitated by the prospect of accession of
many former Eastern bloc countries to the European Union.

At the same time, several developing countries have opted to confine the status of
civil servants to the core bodies of government while relying on more flexible employment
arrangements to manage, for instance, teachers in the educational sector. Yet in developed
countries, the purviews of statutes are often long established. Thus, with continuity ensured,
the main aim of reform has generally been to introduce greater flexibility into “how” public
policy goals are achieved. In some cases, this has led to greater use of fixed-term employment
contracts in the public service, particularly when it has been deemed important to recalibrate
staff competencies in priority sectors in order to make the public service workforce more
responsive to the needs of citizens.

Whether governments need to establish or amend legislation governing civil service
employment, the present report advocates that embedding the principle of merit is essential.
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Even though various forces have coalesced to complement how merit is ascertained or balanced
with other values, such as diversity and representation, the traditional definition and application
of merit are still valid but may in many instances need to be modernized. The development of
a modern definition of what constitutes a merit-based career civil service should be accorded pri-
ority in many developing countries.

The 2003 Public Service Modernization Act in Canada is an example of how
merit can be determined by law. Previously, merit in the Canadian civil service was defined
through case law and precedent, which resulted in a process-driven appointment regime.
Historically, merit meant selecting the best-qualified person among applicants. This changed
with the Public Service Employment Act (PSEA) in 1992, where merit was broadened to also
include measuring qualifications against a set of standards. The recent changes brought about
by the 2003 Act are described in Box 11.

The promotion of integrity is of equal importance in the public service. It is not hard
to identify the institutional arrangements that most successfully promote integrity and combat
corruption. First, there should be a coherent set of laws with criminal, civil and administrative
legal provisions that penalize corruption in the public service. These provisions should be clear

and impose sufficient penalties to serve as a deterrent and a basis for enforcement. In the case of

The Public Service Modernization Act—Canada

The principles of non-partisanship and merit have always been fundamental to the vision of the
Canadian public service. Merit is the basis for all appointments in the public service. However, the term
has never been articulated in legislation and has therefore been defined mainly through case law and
precedent. This lack of a clear definition of what constitutes merit has resulted in a very cumbersome,
process-driven appointment regime, which has inhibited the ability of the public service to recruit and
promote staff effectively.

The public service in Canada, as elsewhere, is facing many human resource management (HRM)
challenges, including an increasingly competitive labour market; demographic changes in terms of both
age and representation; the growing need to invest in staff development, to improve labour-management
relations and to sharpen accountability lines; and the gradual deterioration in the image of public sec-
tor employment, which has made it more difficult for managers to recruit and retain talent.

Against this backdrop, the Parliament of Canada adopted in November 2003 the Public Service
Modernization Act (PSMA). The Act, which will come into full force in mid to late 2005, will bring about
the higgest changes in HRM in Canada in more than 35 years. It consists of four pieces of legislation:
the Public Service Employment Act; the Public Service Labour Relations Act; Amendments to the
Financial Administration Act; and Amendments to the Canadian Centre for Management Development
Act. The new law also establishes the Public Service Human Resources Management Agency of Canada,
which is charged with the implementation of the HRM reform agenda.

The PSMA aims to achieve four main objectives:

e Make the staffing regime more flexible to facilitate hiring the right people when and where
they are needed with built-in safeguards;

e Foster more collaborative labour-management relations;
e Promote more focused, better-integrated learning and training of employees at all levels; and

e Articulate more clearly the roles and responsibilities of the Treasury Board Secretariat, the
Public Service Commission, Deputy Heads and their managers.
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The PSMA reinforces safeguards to sustain merit-based, non-partisan public service rooted in
the values of transparency, fairness and respect. Deputy Heads will continue to be able to set the qual-
ifications for the work that must be performed within their respective organizations, and once the
PSMA is fully implemented, managers will have greater flexibility in the area of staffing. The PSMA
also establishes a Public Service Staffing Tribunal to resolve disputes between staff and management.
The Public Service Commission will continue to play a critical role in protecting the integrity of
government-wide hiring processes. The PSMA will also require departments to set up labour-manage-
ment consultation committees as a forum for dialogue on issues of mutual concern. In addition, the
PSMA will promote lifelong learning and career development. The Canada School of Public Service will
be open and accessible to employees at all levels in departments, agencies and all regions.

That the Government of Canada was able to enact such far-reaching reform is largely a result
of strong support among political and administrative leaders and other key stakeholders. There was
consensus on the need to significantly strengthen HRM in the public service, which made the adoption
of the draft law politically feasible. As a result, parliamentary debate on the draft law was vigorous,
and union leaders, academics and former and current public service executives offered their knowledge
and expertise during the committee hearings. The preparatory process also involved extensive consul-
tations with public servants.

Box 11 (cont'd)

Source:
See Bibliography.

bureaucratic corruption, they should include both a set of internal disciplinary measures that,
among other things, can result in dismissal and loss of pension rights and designated administra-
tive units to carry them out. Second, administrative rules and procedures should be clear and trans-
parent to inform citizens of their rights, responsibilities and standards of service. Such
transparency, followed by accountability of public servants for their performance, favours citizen
and business engagement and serves as an effective measure to promote professionalism and curb-
ing of corruption. To facilitate public feedback, avenues of public complaint and redress should
also be made available.

In sum, a clear legal framework is the indispensable foundation for HRM in the pub-
lic sector. The framework should provide continuity in the management of staff yet at the same time
provide adequate flexibility for the government of the day to modernize the application of key prin-
ciples and concepts, as required by the demands of the evolving public sector environment. When

drafting legislation, governments should at least pay attention to the following key questions:2

*  Which possible policy option is preferred?

* Should this option be realized through legislation rather than by
non-legislative means?

*  Which authorities should put the legislation into effect?

e What is the basic approach to be adopted in the legislation?

*  What legal and administrative mechanisms are necessary to put that

approach into effect and make it workable?

Because of the strategic role of civil servants in maintaining state institutions over
time, statutory or some other form of institutional protection is necessary, particularly in
developing countries. In an impartial, professional and responsive civil service, the appointed
officials must also be subordinate to the politicians whom the people have elected. At the
same time, it is also appropriate to distinguish the political from the administrative sphere.

Politicians should
“steer but not row”
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Broadly speaking, politicians should “steer but not row”: establish the policy framework, set
targets where necessary, but then let the officials get on with the job of implementing the pol-
icy and meeting the targets in a professional and responsive manner. For their part, officials
should implement policies faithfully, within reason, and not seck to create a rival power base.
It may also be necessary to specify the remit of basic institutions in the national
Constitution, and to amend the Constitution when those institutions have proved to be inadequate.
The experience of Sri Lanka exemplifies this well. In 1972, the Government removed the inde-
pendence of the Public Service Commission (PSC), the body responsible for civil service staffing,
placing it under the Cabinet in an attempt to make civil servants less remote from citizens and more
responsive to development objectives. This, however, led to the politicization of public appoint-
ments and deterioration in the quality of the public service. In 2001, in a remarkable exercise in
self-denial, all the major parties united to support a constitutional amendment that restored the
independence of the PSC. They also consented to the appointment of commissioners who were
determined to make that independence a reality even if it meant standing up to politicians.

Central government: assigning the
HRM leadership role

When governments discuss where to put responsibility for human resource management, they
often do so in terms of how much authority the centre should have relative to line depart-
ments and agencies. However, governments also need to decide on the appropriate division of
responsibility between the central departments and agencies themselves. In many of the coun-
tries that have not devolved HRM responsibility to line ministries and agencies, the respec-
tive roles of government ministries look broadly like those in table 6.

This structure is particularly close to the Commonwealth model, especially with
respect to the role of the Public Service Commission (PSC), but even non-Commonwealth coun-
tries such as the Republic of Korea and Thailand have a similar arrangement in place. PSCs are often
attributed to the Westminster model, while in most francophone countries, the responsibilities of
the PSC are generally devolved to individual ministries, approximating the mixed French system.

One important element that this idealized version omits is the organization of
public servants in many countries into cadres or corps, each with its own parent ministry. For the
most part, cadres and ministries correspond fairly closely. Thus, most members of the education

Table 6.
Responsibility for HRM in central government agencies

Agency Function

Office of the Prime Minister Overall government policy

Ministry of Finance Pay and pensions

Ministry of Public Service Deployment and conditions of service for public servants
Public Service Commission Appointment, promotion, transfer and discipline
National Administrative Staff College Training and development
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corps work in schools, under the authority of the Ministry of Education. However, members of
the administrative cadre may be posted to any ministry even though their promotion and trans-
fer are nominally controlled by the Ministry of Public Service. This creates the potential for con-
flict between the “parent” ministry and the ministry in which the administrator actually works.

It is easy to see how this structure can lead to a fragmentation of HRM from a
strategic point of view and to its being a source of conflict among the different agencies. In the
structural adjustment era when many governments were trying to reduce staff numbers,
Ministries of Public Service were often seen by their finance counterparts as a Trojan horse inside
government, acting as an informal trade union to frustrate the aims of reform.® Thus, staff in
the Ministry of Finance in Ghana, for example, made no secret of their view that their coun-
terparts in the Ministry of Public Service were the biggest single threat to the success of reform.*

Again from a strategic HRM point of view, the remedy would appear to be sim-
ple: bring all these functions together in a single strategic agency, possibly the Office of the
Prime Minister or something similar. Some governments have moved in this direction. It was
part of the reason why the Government of the United Kingdom abolished the Ministry for
the Civil Service in 1979 and moved its responsibilities into the Cabinet Office. There is
probably no government that has taken that argument to its logical conclusion, however. In
particular, ministries of finance everywhere are reluctant to surrender their power over the pay
of public servants, which consumes a large proportion of public expenditure.

The path-dependent character of public administration, discussed in chapter II,
is another reason why well-established bodies with a tradition of competence, such as national
administrative staff colleges, retain their pivotal position even though their very existence
weakens the strategic thrust of government.

The universal lesson is that the principles underlying an impartial, professional,
and responsive public service need to be institutionalized, promulgated and protected by a
prestigious, powerful guardian agency (or set of agencies) at the centre of government. Such
an agency should aim at promoting and replicating a set of values and behaviours through
guidance and advice on civil service employment policy; developing ethical codes; and exer-
cising special oversight of recruitment, promotion and performance appraisal of civil servants
and career planning for senior levels of the core civil service.

The lead government agency for HRM would often be the Office of the Prime
Minister and, in some cases, the Ministry of Public Service or its equivalent. The coordinat-
ing agency needs to put into place a suitable structure for consulting other central agencies—
and possibly also line ministries—in order to develop an HRM policy. In recent years, the
Ministry for the Civil Service in Morocco has held occasional tables rondes (round tables),
bringing together representatives from a large number of agencies. Such an initiative is a use-
ful first step towards setting up a more regular coordinating structure.

Central and line agencies: establishing
the division of HRM responsibility

Devolution of management responsibility to line agencies is a central part of the new public
management (NPM) formula for managing public services, and it is reflected in the practice of
many industrialized countries. In the United Kingdom Civil Service, for example, delegation
has been a gradual process that began in 1964 when the recruitment of clerical staff was
devolved to departments. The central Civil Service Commission still continued to approve
appointments, but the need to seck approval disappeared in 1983. In 1991, all recruitment
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below Grade 7 (a middle-management level) was also devolved, and in 1995, the cut-off point
was further raised to Grade 5 (a senior-management level).

In addition, the centre has progressively delegated power over pay and grading to
departments. The role of the United Kingdom Civil Service Commission is now merely to issue
standards of conduct, make appointments down to Grade 5, hear appeals, commission selection
audits and promote best practice within departments by issuing guidelines on selection. Within
United Kingdom line agencies, managers are responsible for selection, discipline, performance
rewards and career development. HRM units have come into their own as contributors to depart-
mental personnel strategies and policies and providers of support services to line managers. These
units are responsible for pay and ranking below Grade 5, succession planning, auditing and moni-
toring line performance, and providing advice on selection, discipline and training when managers
need it. Thus, after a full quarter century of gradual devolution, the idea of a uniform, centrally
managed civil service is coming to an end in the United Kingdom. It is professional peer pressure
rather than central controls that now maintains the integrity of staffing in the public service.

Devolution may be appropriate, however, in countries that implement it gradu-
ally and where the mechanism of professional peer pressure is able to operate. In countries
where containing nepotism and favouritism is a priority, improving recruitment quality and
responsiveness is best dealt with through a central staffing structure, as reflected in the two-
stage model of reform outlined in chapter II. In fact, in countries where respect for the rule
of law and a culture of transparency are not ingrained, where, on the contrary, nepotism and
favouritism are rampant, effective central control may be the only viable option.

Increasingly, as governments have begun to question the value of the NPM
model, there has been an acknowledgement that too rapid decentralization of HRM func-
tions may lead to a decline in the professionalism of the core civil service. The diminution
of the role of the central personnel agencies with their service-wide responsibilities has also
meant that some significant support systems for the maintenance of the civil service ethos
have been neglected.

The role of ICTs in facilitating decentralized
HRM—Cameroon

Prior to 2002, the management of state personnel in Cameroon was centralized in two ministries: the
Ministry of Public Service and Administrative Reform (MINFOPRA) for career development of staff, and
the Ministry of Finance and Budget (MINFIB) for pay and pension. This management arrangement, how-
ever, had gradually resulted in significant delays in the processing of staff records; weak accountabil-
ity for both individual and organizational performance; and the swelling of the wage bill, owing to poor
mechanisms for verifying the actual number of staff.

The centralized nature of the personnel management system also meant that other ministries,
while responsible for the work performed by the respective staff, had little or no say in matters relat-
ing to promotion, advancement or penalty in case of poor performance. It was also very difficult to
determine with accuracy the total number of state employees, with conflicting figures coming from
MINFOPRA and MINFIB, creating uncertainty for the wage bill.

The Government therefore decided to embark on a new programme to strengthen HRM in the
public sector. An important part of the reform agenda was to devolve HRM to the ministry level. To
facilitate this process, the Government developed the integrated computerized state personnel and
payroll management system, known by its French acronym SIGIPES, as the hub for all personnel and
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payroll-related information in the public service. The system has since been piloted in four ministries:
MINFIB, MINFOPRA, the Ministry of Education, and the Ministry of Health.

As a result of SIGIPES, senior managers in government now have access to up-to-date infor-
mation concerning pay and personnel. In addition, the system provides government employees with
online access to the status of personal inquiries pertaining to matters such as selection, promotion,
training and retirement. Senior managers in MINFOPRA can also access the data in SIGIPES to ensure
that proper procedures are being followed by staff managing the system. By making government pro-
cedures more transparent and by reducing the need for interaction between clerks and clients, the effi-
ciency and transparency of HRM have increased and opportunities for corruption have been reduced.
This has been one of the key benefits of SIGIPES. The effective implementation of the system is also
attributed to the security of the data circulating through the system, the quality of both hardware and
software solutions, and the quality of the training of the officials involved in its operation.

A major factor explaining the success of SIGIPES has been the step-by-step approach to its
implementation taken by MINFOPRA coupled with accurate information and complete transparency. In
2004, MINFOPRA was awarded a United Nations Public Service Award for SIGIPES. As the result of its
successful pilot phase, the use of SIGIPES is now being expanded to other ministries in Cameroon.

Box 12 (cont'd)

Sources:
See Bibliography.

More recently, as discussed in chapter IV, the emphasis on deregulation of HRM
functions has been criticized for imposing new, more burdensome constraints on managers
because of its unintended consequences. In the United Kingdom, abolition of central per-
sonnel controls and the creation of autonomous agencies within the civil service were accom-
panied by new forms of regulation that led to an increase in the number of regulators and a
growing trend towards codifying previously unwritten norms and conventions.®

Together, these developments have highlighted the need for a balanced approach
to HRM reform, such as recommended by participants at a UN/DESA workshop, “Building
the Human Capital in the Public Sector”, held at the Fifth Global Forum on Reinventing
Government (Mexico, November 2003). The meeting concluded that “while the delegation
of recruitment of staff from central agencies . . . has generally proved effective, the existence
of adequate oversight and quality control mechanisms in this area is essential to avoid abuses
and malpractices”.® This remains a key organizational challenge for governments, including
those that have gone down the NPM path.

Professionalizing human resource
management

HRM units: towards strategic specialization

Our lessons learned showed a need for more collective and horizontal approaches to all aspects of
managing the Public Service. This is reinforced by the fact that people are the critical capital

of a modern, knowledge-based organization. As we are faced with competition for knowledge-
workers in an environment where significant retirements are anticipated for private and public

sector organizations, a strategic plan is required for future success.
—Government of Canada’

Every government needs to develop a policy statement that defines how staff management
will contribute to the achievement of its overall strategic objectives. This statement will not

Deregulation has led

to the codifying of
previously unwritten
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change overnight—an intrinsic characteristic of strategy is that it is not easily reversible—but
it is likely to change when a new party with its own objectives or “manifesto” (to use the lan-
guage of politics) comes to power. Indeed, it may change even if the governing party is
returned to power following an election to the extent that the party presented a new mani-
festo to the electorate in order to win a fresh mandate. To be of any value, a strategy must be
seen as important; it must not be easily reversible; and it must involve the commitment of
government resources over a significant period.® The time and effort lavished on it are justi-
fied only if it is not automatically discarded every time a government changes hands.

A strategy must be comprehensive and consistent. From the mid-1990s
onwards, South Africa’s Department of Public Service and Administration worked out very
detailed blueprints to give flesh to its ambition to “transform” the public service from a
command-and-control bureaucracy to an instrument for providing services to citizens.
Often, however, public HRM strategy, just as in the private sector, can be piecemeal and
emergent. An example is Botswana’s strategic decision in the late 1990s to become a pay
“follower” rather than “leader”, that is, to follow the pay norms that were evolving in the
private sector rather than to set its own pay rates in some rational but isolated way. In either
case, the government needs to recognize the enormous benefits of managing its staff strate-
gically so that they are contributing to achieving the government’s overall political and
development objectives.

Whatever HRM strategy a government chooses to adopt, it will need to provide
professional HRM support to the managers who make staffing decisions. Such support is nec-
essary because those decisions are complex and there is a body of professional good practice
that will enable managers to make them in a better way. Nevertheless, while many govern-
ments have professional, and sometimes very prestigious, cadres or corps in some areas, with
members who include graduates of elite academies such as France’s Ecole nationale d’adminis-
tration (National School of Public Administration), the HRM function is commonly dis-
charged by generalist administrators, often coming under an administrative cadre, corps or
similar structure.

In the early 1990s, a study of the way that governments managed their staff in
three African countries—Kenya, United Republic of Tanzania and Zimbabwe—found that
staff responsible for human resources played a restricted, bureaucratic and reactive role, con-
fined by and large to routine decisions about staff entitlement to pay increments and the like,
very many of which could be “read” off the administrative regulations governing staff behav-
iour. They had little or no real input into strategic decisions about staff management, let alone

decisions on how to achieve the overall core objectives of government. The study noted that

this style of HRM derived from three factors:

e The “cult of the generalist”, which the independent governments
had inherited from the former colonial powers, whereby HRM was

seen as a simple, non-professional aspect of general administration;
g

e The inflexible, centralized approach to staff management discussed
carlier, which was designed to contain the ever-present incidence of
favouritism and corruption by restricting the discretion of line agen-

cies and managers; and

e The absence of alternative HRM models and HRM specialists.?

More recent studies have shown that this narrow role remains especially wide-

spread in developing states, and not only in the above-mentioned African countries.
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Which model of the HRM function will best enable governments to manage their
staff so as to achieve their key objectives? One widely accepted model for an organization
where it is line managers who take day-to-day staffing decisions—referred to here as “strate-
gic specialization”—outlines the following roles:

o Strategy expert: the strategic HRM role;

»  Work organization expert: the professional role where HRM staff are
experts on activities such as selection and training and are able to
advise line managers on how to design a selection procedure or a

training course and so on;

o Employee champion: the “spokesperson” role, relaying employees’
concerns about working conditions to senior managers (for example,

a concern that a downsizing programme will unreasonably increase

the workload of the staff who stay behind); and

o Agent of continuous transformation: the organization development
role, acting as an adviser on change management processes, such as
the stages that a public agency should go through when it imple-

ments a skills development programme.'®

Staff who play these roles will need to be specialists, advisers, consultants or busi-
ness partners. They will need to have both a solid understanding of the environment in which
the organization operates and the ability to deliver services efficiently. The typical career tra-
jectory of the generalist public servant, who may previously have been a district officer and
who can expect to become the chairman of a statutory board later on, is inadequate. Gov-
ernments will need to invest in the training of their own administrators or appoint HRM spe-
cialists from the outside, if needed, in order to manage the staff effectively. HRM specialists
also need to be taken seriously by senior officials and politicians if they aspire to influence the
strategic management of human resources in the public sector.

Competence frameworks: setting the standard
for performance

It is my hope that competencies will provide us with shared language for talking, in concrete
terms, about high performance and managerial excellence. I believe that a shared view of the
standards we are striving to achieve will assist us in our continuing efforts to prepare the
Organization to meet the challenges of the 21st century.

—Kofi Annan™

The application of an integrated competence-based model is important to good HRM prac-
tice in the public service. By promoting a consistent approach across all HRM activities, the
framework helps to ensure that the management of human resources contributes effectively
to achieving the government’s objectives (sometimes called “vertical integration”) and ensur-
ing that the HRM whole is greater than the sum of the individual activities (sometimes
called “horizontal integration”). An important objective in the development of such frame-
works in the public service is to promote a shared language as it relates to performance stan-
dards and expectations.

79

Staff discharging HRM
functions need to be
specialists

An integrated
competence-based
model is important for
good HRM practice

Managers and staff
need to learn to discuss
both expectations and
actual performance



80

A meritocratic civil
service is of universal
importance to
performance

Managing people as a strategic resource

Table 7.
A competence framework for HRM

HRM Activity Use of competence model

Merit-based appointment Acts as “person specification” framework to give criteria for selection

Pay and rewards Used in “job evaluation” to give basis for pay and grading

Performance management Provides framework for managing staff performance

Job reduction Helps government to identify priority jobs and jobs that are no longer needed

Human resource development | Enables managers and jobholders to identify “performance gap” between
existing competence and job requirements

A competence framework developed by the Irish Civil Service illustrates this idea.
Its authors point out that “When we talk about developing competencies we mean the devel-
opment of the necessary behaviours and attributes as well as knowledge and skills required to
do our jobs well in a way in which we realise our potential and provide the highest quality
service to our customers’."? The Irish model places the competency framework at the centre
of civil service management. The framework describes seventeen behavioural competencies,
which have been identified as relevant in the current civil service environment. Once such a
framework has been developed, it can be used across a range of HRM activities (table 7).

Human resource development provides an example of this use. A competence
framework similar to the one used in the Irish Civil Service has been employed at INTAN, the
civil service staff training college in Malaysia, as a basis for developing the management skills of
senior officials. In such a training programme, officials are asked to state whether particular
competences constitute a strong or weak area for them. If they feel that a particular competence
is an area that they need to develop, they are asked to state which steps they will take to do so.

It should be noted that a competence framework can be used in both public agen-
cies that appoint staff from outside to quite senior positions (“lateral entry”) and agencies that
promote from within. In the former system, competencies can be the basis for such appoint-
ments from outside; but equally in the latter system, competencies offer the criteria for devel-
oping the internally appointed person who may need skills for the new position—skills that

were not acquired earlier in the person’s career.

Merit-based appointment: getting the best
person for the job

The natural aristocracy [the grounds of which are virtue and talents] I consider as the most
precious gift of nature for the instruction, the trusts, and government of society.

—Thomas Jefferson3

As highlighted in chapter II, a merit-oriented, career-based civil service is a key factor in
explaining public sector performance. Several studies have corroborated this and have also
attributed economic growth and poverty reduction to the institutional features of merit-based
appointment and career stability.’ While building meritocratic civil service is of universal
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importance to performance,’ it also means tapping into talent in under-represented groups
to ensure that the public service adequately represents all relevant segments of society, as dis-
cussed in chapter IV.

Merit can be defined as “the appointment of the best person for any given job”; it
is the thrust of the French Napoleonic ideal of “une carriére ouverte aux ralents”. Thus, in a pure
merit system, all public appointments, from top to bottom, are made following a competition
based on merit rules that are publicly understood and can be challenged if a breach is sus-
pected. While the definition itself is trite and uncontroversial, there are four situations where
the application of the merit principle runs counter to the practice of many administrations.

Exceptions to merit and competitive recruitment

Probably no administration operates a pure merit or competitive recruitment system as
defined earlier, but by definition, it is the “best person” who will provide the best quality of
service to the public. It is therefore of critical importance that the public service be able to
attract a fair share of the best talent in the labour market. The exceptions that follow implic-
itly assert that recruiting the “best” may not always be the highest priority of the government.
This assertion requires a case-by-case justification.

o Elected officials. First and obviously, some officials are elected, not

appointed.

*  Political appointments. Those elected officials may hand pick some
political advisers. There may be relatively many of them, as in the
United States, or relatively few, as in the United Kingdom, but in
most cases, they should be narrowly confined to senior staff who are
working directly for politicians, thus posing a challenge to adminis-
trations where there are many political cadre posts. It also needs to
be borne in mind that some civil service systems with a large num-
ber of political appointees, such as in France and the United States,
may be very merit-oriented because of the selective and competitive

nature of the recruitment process.

* Affirmative action. Several administrations, including those of
Malaysia, Northern Ireland and the United States, have used
“quotas” and the like in public appointments to speed up the
advance of members of a disadvantaged group such as women, or
certain ethnic groups, such as the indigenous majority in Malaysia
or the Catholic minority in Northern Ireland. A closely specified
quota system can have democratic legitimacy, but alternatives that
preserve merit are possible.

o [Internal appointments and transfers; local managers discretion. Most
administrations have restricted certain promotion posts to existing
staff in order to minimize transaction costs and to provide career
development opportunities. In the same way, local managers may

have discretion to make some appointments.

o Other appointments. Succession plans, secondments, reallocation of
duties, subcontracting to employment agencies, etc. are other ways
in which administrations customarily fill some individual jobs.
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It is probably reasonable that merit should be overridden in some such cases: it
would be perverse, for instance, to abolish in the name of fairness a transfer system that was
introduced to minimize corruption. However, with the obvious exception of elected officials,
there should still be a commensurate procedure that preserves merit as far as possible. This
should preferably represent a minimal adaptation of the normal procedure so that transparency
is preserved to the extent possible. However, the above-mentioned factors are often in tension
with the merit principle, requiring difficult judgements in particular cases.

There are also circumstances in which merit is flouted rather than overridden and
where the simple need is to bolster it. One is financial corruption, but there are also other
obstacles, such as political patronage (clientelism) and nepotism; various forms of discrimi-
nation; faulty definition of the “merit principle”; and politicization of the public service.

Ingraining the merit principle
Where the merit principle is ingrained and policed by professional peer pressure, the role of
institutional arrangements can be downplayed (in modern management-speak, culture is
performing some of the functions of structure). Thus, in the United Kingdom, the central
recruitment function has actually been privatized and all operational functions have been
devolved to line departments. The case for other countries to go at least some distance down
the same road has been forcefully argued'® although once again, a decentralized structure is
not always appropriate, as discussed earlier in this chapter. However, other institutional

arrangements should also be considered, such as:

* Establishing a central staffing agency (discussed above in the context
of the legal framework);

* Legal provisions (hence, for instance, Poland’s perseverance with
the drafting of a civil service law through several changes of

government);
e Separation of the political and administrative spheres;
e Setting up an “elite” senior service (as in Argentina); and

e Drawing up an internal code of conduct.

The arrangements suggested here above will not abolish patronage overnight;
indeed, they are constantly threatened by the very pressures that they seek to contain. How-
ever, the evidence of countries such as Singapore is that their persistence at least establishes a
zone that can be used as a base for extending the influence of merit.

How to identify merit

Both macro- and micro-issues are important in selection: there is little point in having elabo-
rate institutional arrangements if the content of the selection process is unimproved. Merit is
not self-evident, and justice must be seen to be done. Administrations often give effect to these
truisms through a system of university-style competitive examination, as in Pakistan and the
Republic of Korea, or by scrutinizing educational qualifications, as in Singapore. Such meth-
ods are fair and command public confidence. However, they do not recognize merit because
the link between what is tested and the requirements of work is weak (one meta-analysis found
only a very weak statistical relationship between qualifications and job performance).

On the other hand, sophisticated commercial selection tests widely used in Western
countries are not available for sale in most developing countries and transition economies, and

recreating them would require a critical mass of organizational psychologists, which very few
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developing countries possess. Moreover, such methods would not be justified for the bulk
of public appointments, including manual appointments (manual and senior professional jobs
are equally important in this context). Fortunately, other methods, both valid and practicable, are
available: good practice is not the preserve of the wealthy.

In the light of research and organizational practice, a good appointment proce-
dure will have these eight elements (it should be noted that the list includes competence
development, a second example of how this activity is pivotal in HRM):

o A job analysis leading to a written statement of the duties of the job
(the job description) and the competences that the jobholder will
need (the competency framework or person specification);

o An advertisement disseminated to eligible groups, including a summary
of the job description;

o A standard application form;
o A scoring scheme based on the person specification;

o A short-listing procedure to reduce applications, if necessary, to
a manageable number;

o A final selection procedure based, again, on the person specification
and including a panel interview;

o An appointment procedure based on the scoring scheme; and

*  Notification of results to both successful and unsuccessful
candidates.

An “assessment centre” procedure, comprising a number of selection methods
that include an interview and written or oral activities, as appropriate, remains the gold stan-
dard of public selection. It is used in several countries that have borrowed from the United
Kingdom model. Recent research shows, however, that the validity of the maligned panel
interview can match that of the assessment centre, provided that it is structured, based on job
analysis, conducted by trained interviewers and culminates in an appointment that reflects
panel members’ independent scores. However, using at least a second method at the final stage
gives a different, and sometimes corrective, view of the candidate.

Merit practices are by no means universal even in industrialized country govern-
ments. Moreover, appointments are not made in an organizational vacuum and are affected
by the general climate and practices that surround them. This said, strengthening appoint-
ment on merit is one of the simplest, most powerful ways in which governments can improve

their effectiveness, as repeated throughout the present report.

Developing a pay policy: attracting and
retaining talent

When government compensation falls, both in absolute terms and relative to alternative remu-

nerative activities, civil servants adjust to the new situation."’

Changing demographics and other labour market factors, such as growing competition for
talent from the private and non-governmental sectors, are increasingly making the recruit-
ment and retention of quality staff a critical issue in the public sector. Adequate pay is widely
considered a key component in improving and sustaining the motivation, performance and
integrity of public servants.’® Conversely, low salary levels result in absenteeism, alternative
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and additional employment, corruption and low productivity. Thus, the development of a pay
policy is an integral part of strategic HRM in the public service.

Yet, beset by budgetary constraints and embroiled in negotiations with unions on
the one side and with donors on the other, it is easy for governments to forget what pay is for.
The goal of a pay policy should be to pay public servants enough to attract and retain com-
petent people. Sustaining performance and motivation of public servants should also be an
important consideration in the development of a pay policy. For example, wages above the
equilibrium level and where sufficient labour market flexibility is guaranteed are likely to
increase the opportunity cost to staff of reducing productivity. Higher wages can therefore
promote performance-orientation of the civil service.

Botswana is one example of a country that used pay as a key lever to attract and
retain quality staff in the public sector. The Presidential Commission on the Review of the
Incomes Policy in 1990 was crucial in this respect. The Government allowed market forces to
determine pay rates and also acted to “decompress” salaries so that the ratio between the high-
est and lowest paid civil servants widened substantially between the 1980s and 2002. Its pay
rates are now among the highest in sub-Saharan Africa.’®

That Botswana was able to undertake substantial pay reform in the public service
is undoubtedly owing in some part to the country’s endowment of natural resources—in this
case, diamonds. Yet Botswana is not the only developing country blessed with a substantial
endowment of valuable natural resources. A number of other developing countries have sim-
ilar natural resource endowments but have not been able to improve the conditions of service
for public employees. What seems to have made the difference is the strategic and effective
management by public institutions of the revenue generated as well as genuine leadership
commitment to reform.

Although developing a pay policy is inevitably political and delicate, governments
and international donors often succumb to a particular naivety. It is to suppose that govern-
ments can achieve anything that they want if only they have the determination to do so. Yet
political and fiscal constraints dictate that most governments of developing countries cannot
deliver a purely rational and ideal pay reform. As discussed in chapter II (box 3), President
Soglo of Benin had been a World Bank Regional Director, but he was unable to follow
through on his desired pay reform in the face of opposition from public service unions and
Members of Parliament, leading ultimately to his defeat in the presidential election in 1996.

It does not follow that governments are obliged to “roll over”, giving in to polit-
ical lobbies such as public service unions. Instead, a government must strike a fine balance
between what is ideal and what important stakeholders will countenance and sustain a pro-
gramme of gradual reform over several years. Every government needs to take political as well
as fiscal constraints into account when it comes to salary decisions in the public service. Since
the process is always heavily affected by politics and the scarcity of resources, the luxury of an
optimal policy does not always exist.

A pay policy does not determine affordability; rather, affordability is a constraint
imposed by the budget. Expenditure on wages should not be budgeted without taking other
government expenses into consideration. For example, exhausting the budget on wages and
salaries to teachers and doctors may leave little room for the procurement of books and med-
icine. What is important is to achieve the optimal mix of spending in terms of strategic objec-
tives compared to simply setting a target for expenditure on wages alone.

Key elements of a strategic approach

A pay policy should be strategic in the sense of “satisficing” stakeholders, while at the same time
thinking ahead. The alternative is to be “reactive”, with the government at the mercy of interest
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groups whose muscle often has little to do with their contribution to meeting government objec-
tives. Thus, a government needs to start with an appropriate strategy given the circumstances. In
a political environment, a delicate balancing act must be performed by juggling key priorities and
interests of stakeholders as well as equity and motivation when developing a pay policy. A pay
strategy will generally involve the following:

* Bringing pay into line with government’s overall policy objectives.
This includes identifying any groups of staff (e.g., primary school
teachers) that are currently under- or overpaid in areas to which the
government wants to give priority. This is how pay contributes to
achieving government’s strategic objectives;

* Determining the basis for pay and, in particular, the appropriate

mix of the following primary as well as secondary factors:

Primary factors: Secondary factors:
o Affordability ¢ Cost of living
(i.e., budget constraints) * Market-based pay

e Job content, possibly informed by ¢ Individual performance

“job evaluation” * Qualifications

* Establishing an appropriate “compression ratio” between highest
and lowest earners; and

 Striking a balance between pay, other benefits (including pensions)
and allowances. It is important to recognize that non-monetary
remuneration, such as housing, and promises of benefits to be paid
in the future, such as pensions, are a current expense; otherwise,

civil service pay will be grossly underestimated.

Balancing equity and motivation

Governments are in general obliged to have a political commitment to equitable pay even
where market or performance factors may not justify it. Under some circumstances, however,
maintaining equitable pay is simply not tenable. First, pegging equitable pay to a “minimum
living wage” may seem like the “right” decision, yet in countries with extremely low per capita
income, this equals paying a premium for lower-level staff, which comes with the risk of
bloating the public service. Second, even with wages level with or lower than market wages,
a “bottom-heavy” public service paid equitably may crowd out other vital government spend-
ing plans. Thus equitable pay is not plausible without a “rightsized” public service.

Motivation, on the other hand, includes using pay differentials to give staff an
incentive to seek higher-level responsibilities. Civil service systems have traditionally based
salary scales on formal qualifications and job content rather than market factors. However, in
recent years, particularly with reference to the NPM model, governments have become aware
that they need to link salaries to market wages in order to attract and retain the talent necessary
to improve and sustain public sector performance. When income inequality among staff is delib-
erately increased, senior management positions become more attractive than was previously the
case. This is achieved through “salary decompression”, which means increasing the ratio between
the top and bottom salaries. The higher the ratio, the more decompressed the salaries, and vice
versa. The assumption when decompressing and at the same time holding expenditure constant
is that lower levels of staff are overpaid while the higher echelons are underpaid.

As table 8 shows, some countries opt for a more egalitarian pay structure, whereas

others operate with a larger pay differential between the highest and the lowest grades of the
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Table 8.
Selected pay-scale compression ratios, 1991-2003
Country Early Late Reference period
Cambodia . 2 2002
Cape Verde 5 7 1991-2001
Gambia 8 7 1992-2003
Guinea . 2 2002
Madagascar 3 5 1997-2002
Mali 7 6 1994-2003
Mauritania 2 2 1993-2002
Pakistan 9 10 1994-2002
Peru . 3 2002
Senegal 5 4 1994-2001
Suriname 6 3 1997-2002
Timor—Leste 4 4 2002-2004
Togo 4 4 1991-1999
Tonga .. 7 1997
Uganda 4 5 1995-1997
United States 6 6 1994-2004
Yemen . 3 1998

civil service. In theory, an egalitarian pay structure is more attractive to the lower echelons of
the civil service, whereas pay structures with greater decompression are considered conducive
to recruiting and retaining talent that would otherwise possibly switch to the private sector.

Scope of perquisites
Most people would agree that Cambodia, Guinea and Mauritania, where the average salary ratio
between the highest and the lowest grade was only two, needed to “decompress”. However, gov-
ernments need to take allowances and in-kind benefits into account as well. For example,
Uganda’s moderate compression ratio in the mid-1990s changed to 1:100 after non-monetary
allowances and benefits were included.?? This is often the case in varying degrees, especially in
developing countries. In Zambia, for instance, Permanent Secretaries earn 50 times as much as
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the lowest-paid people in the civil service when in-kind benefits (housing, cars, telephones, etc.)
are taken into account. However, excluding such benefits, the difference was only fivefold.?!

In many developing countries, allowances and in-kind benefits play a substantial
role in remunerating employees in the public sector, which is why getting the right balance
between pay and benefits and allowances is so important. An initial step in pay reform is to
consider monetizing these benefits in order to curb the abuse of open-ended privileges and
entitlements of public officials. In 2002, Nigeria adopted a monetization policy in order to
check the spiraling costs of providing benefits in areas such as accommodation, transport,
food, utilities, servants, leave, medicine, furniture, vehicles and drivers. The costs of provid-
ing these amenities had become so substantial that they left little room for funding of other
government priorities, for instance, capital projects. Yet, as recent developments in Nigeria
show, monetizing benefits is not a free lunch, at least not in political terms. Even though non-
transparent remuneration is inefficient and inequitable, “increasing transparency prematurely
is likely to generate uncontrollable and unaffordable pressure for equalization of benefits and
across the board pay increases”.??

Moreover, where “moonlighting” and corruption prevail, it is likely that senior
civil servants will earn more from these sources than their juniors, once again moderating
the effect of salary compression. It should be noted that salary decompression is likely to be
gender-negative, as senior public servants are disproportionately male. A comprehensive
pay reform needs to take all these factors into account and not simply the “headline” salary
rates, which, although a starting point, usually give an incomplete picture of actual earn-
ings of senior public servants. It also must be borne in mind that the multiplicity of sources
of earnings of senior officials also increases the costs of administering the government pay-
roll system.

In most developed countries, allowances and in-kind benefits play a small or
rather limited role in the total remuneration of staff. In the mid-1990s, for example, the base
salary of public servants in France and Germany accounted for 70-90 per cent and 75-95 per
cent of total remuneration, respectively, and in the Nordic and Anglo-Saxon countries, it
accounted for almost 100 per cent of the total.?®

Although providing incentives for such things as seniority or assignments to unat-
tractive postings has merit, developing extensive additional, customized pay schemes and sup-
plements comes at a price. In Peru, for instance, only 41 per cent of all salary payments were
charged to the formal payroll in recent years. The remaining part of the wage bill was covered
by over 40 different salary supplements, whether in cash or in kind. As a consequence,
employees in the same salary grade and performing more or less the same functions were at
risk of receiving very different wages. The net result was that the internal cohesion of salary
grades in the civil service in Peru became abnormally distorted, with even the maximum
remuneration of the lowest grade higher than the maximum salary recorded for vice-ministers
in exceptional cases.?* In a response to these adverse effects of customized supplements, the
Law for the System of Public Employment Remuneration was being adopted in 2005.

Competitiveness of public sector pay

Of equal if not greater importance is the competitiveness of public sector pay vis-a-vis that of
the private sector. It is commonly held that pay in the public sector is much lower than pay in
the private sector. However, this conclusion may not apply to all grade levels in the public ser-
vice. For example, while public sector salaries in Latin America and the Caribbean generally
tend to be lower than those offered in the private sector, this may not apply to posts requiring
a low level of skills. While senior managers in the public sector are often paid substantially less
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than their counterparts in the private sector (around 25 to 35 per cent, according to one
study), parity is not unheard of for unskilled positions.?® The experiences of Latin American
and Caribbean countries also indicate that the more skills a public sector post requires, the
larger the pay differential with the private sector.

These findings are not confined to Latin America and the Caribbean. Examples
from such diverse places as Guinea, Pakistan and the former Yugoslav Republic of Macedonia
illustrate the need to look at both the compression ratio and the pay differentials between the
public and private sectors in order to perform a balanced comparison of salaries at all levels.
In Yemen, for instance, the compression ratio in the government was only 1:3 in the late
1990s. In the same vein, senior managers in the private sector received salaries that were nine
times higher than those of their counterparts in the public sector, while compensation at the
support services level in the private sector was three times higher than that in the public sec-
tor although this comparison did not include the low wages paid in the informal economy.?®
Under such circumstances, attracting and retaining the best talent become highly unlikely.

Sometimes pay differentials between the public and private sectors can even seem
absurd when illustrated by examples. In Mozambique in the early 1990s, for instance, pay dif-
ferentials were so skewed that a janitor employed by an international organization earned a
salary that was the equivalent to that of a director in the public sector. By the late 1990s, how-
ever, this ratio had improved so that a driver employed in the private sector earned the equiv-
alent of a lecturer’s salary at a public university. Nevertheless, if one took into consideration
the apparent differences in living standards, payments associated with “moonlighting” and
corruption or what has often been referred to as “secondary remuneration” played a signifi-
cant part in raising total income.?’

The presence of high-paying donors and international organizations in develop-
ing countries and transition economies has also sometimes led to poaching of the relatively
limited number of highly skilled staff in the labour market—staff who would otherwise
occupy senior positions in the public sector, as experiences in Cambodia and Mozambique
demonstrate. In addition, the topped-up salaries of staff in donor-sponsored Programme
Implementation Units have often inhibited the “sunset” absorption of those employees into
the public sector. In an attempt to address such problems in Bolivia, some multilateral and
bilateral donors are financing a salary enhancement scheme in priority ministries.?®

Needless to say, there are examples that defy the general assertion of pay differ-
entials in favour of the private sector. In Morocco, a recent study found that monetary com-
pensation in the public sector is 8 per cent higher than in the private sector. However, if all
non-monetary allowances are included in this comparison, the total remuneration of civil ser-
vants in Morocco would be between 1.5 and 2 times higher than that in the private sector.
This, the study concludes, may explain the significant queues for employment in the public
sector in Morocco, particularly by skilled workers.??

In general, one should expect higher remuneration in the private sector than in
the public sector because of job security, often-generous pension benefits and a higher shirk-
ing rate in the latter. Hence, it should not necessarily be the aim of governments to match
compensation in the private sector across the board. Instead, governments should aim to pro-
vide compensation that meets at least minimum living standards for employees at lower lev-
els and at the same time provides incentive for senior managers to stay in the public sector by
sufficiently decompressing salaries.

Should higher wages be deemed necessary, government will ideally be hoping for
economic growth that is respectable enough to finance the increases. However, even if growth

is low, there may be some scope for improving tax revenue collection. Setting up autonomous
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revenue collection authorities seems to have improved revenue collection in several African
countries, including Mozambique and South Africa. Uganda offers a dramatic example: after
the establishment of the Uganda Revenue Authority, tax revenue increased nearly five times
between 1991 and 1996.3°

The practice of assigning the responsibility for collecting (certain) taxes to auton-
omous entities, generally known as tax farming, is said to minimize government administra-

tion and result in more efficient tax collection.3’

The primary advantage of this system is
considered its ability to generate more gross revenue than direct government collection. The
problem, however, is that this kind of tax collection tends to become overzealous with
resources over-employed since costs borne by taxpayers, for instance, are not taken into account.
This in turn would require government expenses on close monitoring, which would have the
potential to offset the initial gain.

Alternatively, government may find money from existing budgets. If, for instance,
Sri Lanka or Uganda can reach a lasting settlement with insurgents, spending on security can
be cut and savings might be redirected to increasing wages. If this is not possible, however,
government is thrown back on the structural adjustment-era remedy of cutting some jobs in
order to pay more to the people who really matter.

Employment and wage data

Considering the growing importance of remuneration in motivating and retaining talented
staff in the public sector, it is of some concern that most developing countries and transition
economies devote relatively meagre efforts to the collection of quality data on employment
and wages. For one reason or another, the availability of good data in this area is very limited,
making it difficult, if not impossible, to measure the cost and contribution of human
resources to the overall performance of the public sector. The present report therefore recom-
mends that governments give more consideration to the development of better systems and
methodologies to further improve the collection and analysis of data on wages and employ-
ment in the public sector.

First, however, governments need to sort out a number of methodological ques-
tions integral to the process of collecting and analysing data on public sector employment and
wages. This includes deciding on the scope, timeliness and frequency of data collection as well
as the definition of key terms. Wage and salary data, for example, often suffer from the exclu-
sion of non-wage remuneration, as discussed earlier in this section. Needless to say, excluding
perquisites, such as pensions, accommodation, automobiles, telephones, meals and clothing,
the value of which often far exceeds the base pay, undermines the usefulness of data collec-
tion in this area.

Another issue of some concern in this area is the lack of common standards
among countries for the collection of data on employment and wages in the public sector.
Such data are very seldom comparable across countries. These challenges are affected by a
number of factors. First, states are structured differently, which inevitably has implications for
the comparative utility of data on public sector employment and wages. Centralized states,
other things being equal, will generally display a greater percentage of expenditure on wages
because fewer financial transfers to lower levels of government take place with subsequent
payment of wages at this level of government. Data on wages and salaries as a percentage of
total central government expenditure illustrate this point (table 9).

The central governments of India and the United States, for example, do not
employ schoolteachers, whereas the central governments of Chile and France do. Obviously,

this fact will skew the comparison of data of central government employees and wage levels, as

89

Tax farming has the
potential for breeding
overzealousness

Meagre efforts are
devoted to the
collection of quality
data on employment
and wages

Better harmonization

of methodologies

and standards for the
collection of data on
employment and wages
could improve HRM in
the public sector



90

Source:

UN/DESA, based on
World Bank, World
Development Indicators.

Note:

Wages and salaries

are displayed as a
percentage of total central
government expenditure.

Strategic HRM
requires quality

data on employment
and wages

Managers should be
responsible for the
performance of staff

Managing people as a strategic resource

Table 9.
Wages and salaries in federal versus unitary states

Country State Percentage Year
United States Federal 8.4 1997
France Unitary 15.9 1997
India Federal 9.4 2001
Chile Unitary 19.4 2001

does the recording of transfers to lower levels of government as an important component of
central government expenditure in federal states. Second, even when states are structured along
the same lines, divergent approaches to the classification of public sector employment often
pose another daunting challenge for cross-country comparison. This problem is sometimes fur-
ther aggravated by the frequent reclassification of sectors as a result of administrative reform.
Recent developments in service delivery, such as outsourcing, have further skewed the picture
when comparing data on employment and wages in the public sector in different countries.

In conclusion, the availability of accurate, reliable, valid and comprehensive data
on employment and wages in the public sector is becoming more and more important for the
strategic management of human resources. Therefore, it is recommended that governments
consider developing better methodologies for collecting and analysing data on employment
and wages in the public sector at both the national and global levels.

Performance management and appraisal:
supporting and developing staff

Appraisal systems are a lot like seat belts. Most people believe that they are necessary, but they
don’t like to use them.3?

For some governments, such as Morocco, introducing performance management and appraisal
is the first step in HRM reform. This is because performance management is a way of telling
managers in the public sector something that they may not have heard before: they are respon-
sible for the performance of the staff who work with them, and it is the managers job to man-
age them by setting objectives that relate to the overall strategy, monitoring their performance
and giving them support, feedback and the opportunity to develop.

The experience of managing performance in developing-country governments
shows not only what effective performance management can look like in practice but also how
different it is from the traditional practice of many public agencies.®® At one extreme, the
Zambia Electricity Supply Corporation (ZESCO) Led., with a new manager committed to
improving service quality, had a thorough performance management procedure. In the context
of a strategic mission statement with which staff were familiar and of detailed job descriptions
for individual posts, objectives were set annually with the participation of individual employ-
ees. An annual appraisal meeting lasting at least two hours centred on the supervisor’s draft
report on the employee’s performance. The fact that discussion was often heated showed that
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it was serious. The emphasis was on improving performance through praise and encourage-
ment and on tackling poor performance, initially through counselling but possibly in the end
through dismissal: ZESCO, unlike many public agencies, had effective power to hire and fire.

At the other extreme, in the late 1990s, the Ministry of Health in Guatemala
had no formal performance management system whatsoever. Even monthly service delivery
reports (e.g., of immunization coverage) and supervision visits to staff in the field often did
not take place, partly because of lack of resources. Similarly, up to the mid-1990s, Zambia’s
only mental health referral hospital relied on an “annual confidential report” system, where
reports were written by line managers, typically with no communication with their employ-
ees, and forwarded to some central body where they were notionally used for promotion deci-
sions. As a result, there was no sense of a culture of performance in the hospital; on the
contrary, staff were often absent from their posts.

It is striking that ZESCO did not link performance management to pay decisions.
Establishing a link has its supporters, but it is immensely difficult to make performance-
related pay work. Malaysia has possibly gone further than any other developing country, hav-
ing introduced a system of annual performance-based bonuses in the early 1990s. Early in the
new century, however, it decided to step back from it, partially substituting a system of train-
ing course-based assessment for the manager’s judgement. This was in response to complaints
of manager bias made by the civil servants’ trade union over a ten-year period, sometimes with
an ethnic component.

There is also evidence from the government of at least one industrialized country
that performance-related pay can damage performance and motivation rather than improve
them.3* However, in a career public service, there is less difficulty in linking performance
management to promotion through mechanisms that many countries have always had even if
the link has been tenuous in practice.

As with other HRM practices, there are contextual factors to which governments
need to adapt the textbook “good practice” models. One of them is the willingness of politi-
cians to let managers get on with the job and make their own hiring and firing decisions. A
second contextual factor is the reaction of public sector trade unions. Attempting to impose
a performance management system on staff may be counterproductive. One reason why per-
formance management was moribund in the Zambian teaching hospital was that the
Government, faced in 1997 with the threat of a nationwide strike by health service unions,
had taken back the power to hire and fire that the 1995 Health Act had given to hospitals.
Union opposition to the performance-related pay element of a new scheme proposed in the
late 1980s was also the reason why Mauritius still had no effective performance management
procedure over ten years later (box 10).

Rightsizing: getting staffing back on track

The present report offers a positive agenda for human resource management in the public sec-
tor. However, governments must face the fact that from time to time, they will need to reduce
spending on staff. Even after recognizing that reducing spending is by no means the same
thing as laying off staff, as is explained later on in the report, the need to reduce spending is
not always well judged. Governments, such as in the United Republic of Tanzania, have dis-
covered that there may be more scope to reduce government deficits by focusing on improv-
ing revenue collection than laying off staff.3® In this respect, rightsizing resembles other areas
of activity where shifts in tactics might be required to achieve results.

Performance-related
pay may not be the
solution

Formal procedures
should be in place
before introducing
performance
management

Improved revenue
collection is an
alternative to firing
staff, yet . ..
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There are three reasons why contraction is probably an inevitable feature of the
landscape of government. First, many of the economies from which governments obtain their
revenues follow a cycle of “boom” and “bust”, veering from growth to stagnation or even reces-
sion. Second, governments, especially in poor countries, are affected by external shocks, such as
a rise in the cost of oil or a bad harvest. In Morocco, where GDP has tended to track rainfall
levels, the late King Hassan once remarked that “faced with a choice between an intelligence
report and a weather forecast, I will put the intelligence report on one side”.36 Third, new tech-
nology makes it possible to reduce the number of people needed to carry out standardized tasks,
such as sending out tax demands. Indian photographer Raghubir Singh’s classic 1970s image of
Calcutta’s Writers' Building, the bureaucratic heart of the West Bengal state government, with
its serried ranks of pen-pushers toiling beneath towers of yellowing files, is no longer represen-
tative of public administration in either industrialized or developing countries.

A strategic approach to rightsizing

In cases where a government judges that rightsizing would mean reducing the number of staff,
how should it go about it? There are three principles to keep in mind. Effective rightsizing will:

e Be strategic, that is, it will start from a strategic view of where gov-
ernment or an individual department is going and a sense of the
implications of strategy for staff employment;

e Actually deliver savings, and not merely a crude reduction in the
number of employees; and

e Minimize hardship to employees.

Despite the impression that rightsizing means an exclusive focus on the “bottom
line” (something of which finance ministries and certain donor agencies have occasionally
been guilty), this is an area to which the strategic model outlined in this chapter also applies.
Something approaching a consensus has developed that “turning around” an organization is
a two-stage process where emergency action to stem decline leads to strategic planning for the
future: what has been called a “recovery strategy”.

Rightsizing is a process that starts with the overall development strategy and
HRM plan of the government or the individual department. A management review is con-
ducted within that strategic context and used to generate a re-profiling plan, where appropri-
ate, one that includes measures to minimize hardship to employees, if needed (the phrase
“where appropriate” signifies that retrenchment is not a necessary outcome of a review). The
voluntary retirement scheme introduced by state-owned banks in India between November
2000 and March 2001 is an example of a successful experience with rightsizing (box 13).

Concurrently with the rightsizing process, governments need to pay attention to
specific process measures since they constitute a continuous concern. These include measures
to generate ownership of and commitment to the programme, and consultation and commu-
nication with staff and their representatives. The appropriate pace of the programme, which
the timetable in the strategy action plan will address, is another process issue. Once the strate-
gic framework is in place, the next step is to try to avoid making job reductions altogether
through the following measures:

*  Remove ghosts. Uganda thought that its initial target for staff reduc-
tion of 34,000 jobs was tough until it discovered no fewer than
42,000 ghost workers on its books (i.e., fictitious names included

in a payroll, allowing someone falsely to receive a salary);37
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A voluntary retirement scheme—India

The state-owned banks in India were generally considered overstaffed before the implementation of a
voluntary retirement scheme (VRS) in 1999. A study undertaken by the Federation of Indian Chambers
of Commerce and Industry (FICCI) had revealed that this sector was overstaffed in 1998—1999 by more
than 59,000 employees if the benchmark of $233,000 in business per employee (BPE) was used. If the
BPE was raised to approximately $291,000, the number shot up to more than 177,000 employees,
accounting for 22 per cent of the total staff in 16 nationalized banks. In terms of productivity, BPE and
the profit per employee (PPE) of the Indian public sector banks were much lower than the BPE and PPE
of comparable private or foreign banks.

Although sometimes criticized for their potentially negative consequences, including lack of finan-
cial sustainability, job erosion and brain drain, early retirement schemes are still accepted as an effective
human resource development strategy to retrench employees, improve efficiency and productivity, and bal-
ance the age and skills composition of the workforce. Between 15 November 2000 and 31 March 2001, the
first round of a VRS was implemented in all but one state-owned bank in India. All permanent employees
with 15 years of service or who were above 40 years of age or those who had been identified as surplus
were eligible to participate in the early retirement scheme. The employees who opted for the retirement
plan were entitled to 60 days of compensation for each year of service rendered or the equivalent of the
salary for the remaining years of service, whichever was less. Those who were eligible for a VRS but
unwilling to opt for early retirement were provided with the option of a five-year sabbatical. To minimize
the financial burden created by the VRS, the Government of India allowed the banks to settle the payments
in two instalments, with a minimum of 50 per cent of the amount paid in cash immediately and the remain-
ing payment made within six months, either in cash or bonds. The Government encouraged the banks to
issue bonds and guaranteed their repayment, including accrued interest.

The overriding goal of the scheme was achieved dramatically in terms of retrenching employ-
ees and reducing costs. Qut of the total 863,117 employees in the 26 state-owned banks that imple-
mented the initiative, 100,810 (11.7 per cent) staff took the offer, according to a study published in the
bulletin of the Indian Banks" Association (IBA). In 20002001, the staff cost of all the 27 state-owned
banks (including the Corporation Bank, which did not opt for a VRS), was INR 21,050 crore (approxi-
mately $4.7 billion). By 2001-2002, it had dropped to INR 18,959 crore (approximately $4.3 billion).
Furthermore, the VRS is considered to have helped to balance the skills profile vis-a-vis the employee
mix. The next phase of the VRS is expected to focus on the age profile of the workforce.

Encouraged by the initial success of the VRS in its state-owned banks, the Government of India
began to introduce a similar scheme in the civil service in September 2004. Senior civil servants, who
have between one and five years left before retirement, are eligible to participate in the scheme. They
are offered special financial packages consisting of “one-time lump sum” compensation in addition to
their regular retirement benefits. It is expected that the new scheme will rationalize the workforce of
the civil service and further prepare the Government for the new challenges of ageing, globalization Sources:
and technology modernization. See Bibliography.

o Enforce retirement ages. Uganda discovered several thousand staff still
working beyond the official retirement age;

o [Initiate recruitment freezes combined with natural wastage;

o Delete empty posts. These are established posts that have been vacant

for some time;

o Carry out human resource forecasting in order to anticipate a declining

need for staff in some areas or a declining ability to pay for them;
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o Seek ‘functional flexibility” through “multi-skilling”. In this vein, Ford
Motor Company in the United Kingdom, for instance, took action
to reduce the number of separate job categories from 516 in 1986
to 45 in 1988;

o Set up a redeployment procedure so that staff in a redeployment “pool”
must be considered first before a post is advertised in the normal
way. It is important to avoid such “pools” being abused as a dumping
ground for staff who have fallen from political favour, such as senior
civil servants identified with the party previously in power;

*  Organize retraining to convert, for example, a redundant administra-

tor into a computer programmer; and

 Anticipate redundancy by having procedures in place that will
enable government to deal with the problem systematically. Such
procedures take time to develop, especially where trade unions must
be consulted. They should be drawn up as a part of day-to-day
HRM practice. In one British local authority, the redundancy
agreement drawn up as long ago as 1977 enabled the authority
to reduce jobs over a period of several years without making

compulsory redundancies.

If, after all that, a government still finds that it needs to reduce jobs, it should
consider the following steps, arranged in order of political difficulty:3®

o [Introduce part-time and flexible working hours;
o Appoint new staff on temporary contracts;

*  End guaranteed entry. Some governments, such as that of Benin in
West Africa, have had a scheme for automatic entry into the civil
service for all graduates. Given an increased number of graduates,
this is probably no longer appropriate in most countries;

*  Suspend automatic advancement. Similarly, some countries have had
a system of automatic, seniority-based promotion which, apart
from its salary implication, weakens the link between promotion
and merit;

o Introduce voluntary redundancy. This is often welcomed by staff, and
quotas can be achieved faster than government might expect (as in
the United Kingdom). However, it can be expensive: in Ghana, it
consumed two per cent of total government expenditure over the
first five years of reform;

*  Privatize/contract out. This will bring staff numbers down but may
not reduce spending: a contracted-out service is not necessarily less
costly, as discussed eatlier in the report;

o Fyeeze salaries; and
o Implement compulsory redundancy.

A striking feature of the above list is that compulsory redundancy, despite the pop-
ular image, is only the last item on a long list, and it may never be reached if the government
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manages to achieve sufficient savings through other means. On the other hand, if redundan-
cies are needed, then any responsible employer will take care to minimize the hardship caused
to the staff who are affected (box 14).

Rightsizing the right way—Uruguay

Uruguay is a welfare state whose citizens enjoy one of the highest standards of living outside the
industrialized world. The country’s public sector is faced with numerous challenges, including a dis-
proportionately large civil service. Since the Constitution makes it very hard to dismiss a civil servant,
downsizing of the public service had become a very tenuous proposition. Things were further compli-
cated as public employees were often hired based on political connections, which led to the constant
creation of new public agencies and divisions, often with little regard for the cost implications. Owing
to the oversized public service, the salaries of professionals were also very low, resulting in many qual-
ified employees working only a few hours a day in the public office and spending the rest in a private
sector job to supplement their income. According to a government survey in 1995, the people supported
public service reform, but only if it would not result in layoffs and social conflict.

The public sector modernization strategy adopted by the Government of Julio Maria Sanguinetti in
1995 followed a two-stage approach that emphasized incentives and voluntary participation instead of job
cuts. The Government invited the executing agencies within the central administration to define their core
competencies and to identify activities that could be eliminated, transferred to more qualified agencies or
even outsourced to private companies. If the restructuring plan was approved by the Executive Committee
for the Reform of the State (set up with a $115 million loan from the Inter-American Development Bank), the
agency was offered a reward. It was given access to special funds to cover the severance, early retirement
or transfer costs of redundant employees. These funds also included technical support, business training
and small loans for civil servants who opted to start their own private businesses. Each agency was allowed
to keep the savings generated by the restructuring, which could be used to raise the salaries of the remain-
ing staff, invest in training and equipment, and pay performance-based bonuses.

The results of this approach to downsizing were quite spectacular. Out of the 108 executing
agencies that participated in the programme, 82 (representing some 80,000 public employees) success-
fully restructured their operations. A total of 9,221 redundant positions were identified during the
restructuring exercise, with more than one third of the staff concerned receiving training and assistance
in finding private sector employment. As of 2002, the leaner public service was saving Uruguayan tax-
payers $56 million per year; $25 million was going to the national treasury, while the rest was being
returned to the restructured agencies to fund the various incentive programmes. The entire downsizing
exercise took less than three years to implement and by the end of the process, the number of public
agencies had been reduced by 46 per cent. The most remarkable achievement was that during this
phase, not a single strike or labour dispute took place. A fundamental factor contributing to the success
of the programme was the involvement and full support of the agency chiefs, who saw this exercise as
an opportunity to recruit highly qualified staff and to give a pay rise to deserving employees who would
otherwise be tempted to join the private sector. The programme also carried political credibility as it was
embedded in the national budget, giving the Government adequate time to implement the reforms
instead of wasting precious time in political wrangling to generate the required financial resources.

Following the success of the first phase of reform, the Government is embarking on a second
phase that will focus on improving the actual performance of the public service. All public agencies, for
example, will be required to carefully define their products and services and to come up with specific
performance indicators and goals, with public funds in the next budget to be granted on the basis of Source:
organizational performance. See Bibliography.
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Generally speaking, once government has consulted unions and others on its

plans, it is probably well advised to concentrate assistance in the size of the lump sum and

pension that retrenched employees receive: there is evidence that people make better decisions

about how to use such a payment than government will make on their behalf.3® Advice and

information are also important to remove misconceptions and to prepare staff for the change.

Retraining schemes to help retrenched employees to acquire new skills are desirable in theory

but can be expensive, difficult to administer and poorly targeted so these employees receive

little practical benefit.
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Chapter VI
Promoting organizational
learning In the public service

Many observers believe that governments lack the ability to learn and adapt to circumstances
of rapid change. Governments tend to experience great difficulties in diagnosing problems
early, selecting policy directions, designing effective and efficient programmes, rectifying
problems and avoiding what is commonly referred to as “public sector failure”. As a result of
these capacity gaps, some countries have not been able to take advantage of the many oppor-
tunities offered by rapid advances in the economic and technological spheres. An important
quality of organizations capable of learning, on the other hand, is their adeptness in identify-
ing and analysing salient cues in the broader environment as well as responding to those cues
in an effective and timely manner.

Governments and the people of whom they are composed have always been faced
with uncertain times and complex choices, but the speed, scale and scope of ongoing changes
are exceptional in world history. These challenges place new and often highly complex
demands on the capacity of governments to analyse emerging issues and to respond to them
effectively. Most governments are therefore in great need of revitalizing their analytical and
policy-making capacities, particularly at the central level. An important purpose of such sys-
tems is to detect problems facing the government and society as a whole and to propose solu-
tions to address them. In short, governments need to build a culture of organizational
learning that will foster continuous reinvention of the public service.

There is, however, the general perception that the analytical and technical capac-
ities of governments in many developing countries have been allowed to erode over time for

various reasons. These include:

* Growing politicization in the public service;

*  Weakening of the ability of the executive to recruit and retain high-
quality taleng

* Decline in the importance of policy analysis units vis-a-vis political

advisers, particularly in line ministries;
e Lack of statistics collection and analysis; and

* Greater emphasis on the management role of senior government
officials vis-a-vis their policy-making role, often as the result

of NPM.

As highlighted in chapter II, the quality of institutions in the public sector is
underpinned by the capacity of human resources and leadership. Considering that public
institutions exist to coordinate action and behaviour for the public interest, it is important to
ensure that human resource capacities are properly aligned with the strategic objectives of
government. The development of staff competencies is an essential part of a strategy to
upgrade these capacities and consequently the quality of the public service. Competence-
based staff development, discussed in the previous chapter, also allows for the identification
of “performance gaps” of public servants that can then be addressed through capacity-building

and organizational learning programmes.
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Organizational culture:
changing mindsets

It has long been established that the quality of the organizational culture matters greatly for
institutional performance. Yet with culture shaped by many factors, including social values
and norms, the leadership qualities of senior public officials and more generally the HRM
polices that have been put in place in the public service, the answers as to how to improve the
quality of the organizational culture are numerous.

Compliance: a virtue turned vice

A predominant characteristic of a traditional public service is authority vested in hierarchy.
Originally, this form of public administration was intended to ensure clear accountability of
staff for the completion of tasks, as discussed in chapter I. However, the downside of strict
adherence to hierarchical authority is that it tends to evoke compliance in government bureau-
cracies rather than commitment to the work at hand. The more strongly hierarchical power is
exerted, the more results are generally focused on compliance. Yet the genuine commitment of
staff is usually an essential factor in fostering meaningful change in any organization.

A compliance culture also tends to stifle staff initiative and communications—both
critical attributes of organizational learning and performance improvements. If staff are expected
only to comply with rules and regulations, little or no incentive will exist for “thinking out of
the box” or taking action when it comes to improvements to organizational processes or prod-
ucts. This represents a one-dimensional perception of accountability and a highly negative view
of experimentation and mistakes. Traditionally, the virtue of a public servant has been the rig-
orous pursuit of assigned tasks according to the systems and procedures in place. However, the
“assigned tasks” must be the right ones and the “systems and procedures” in place must be flex-
ible enough to accommodate change. In many bureaucracies, on the other hand, these condi-
tions may not be in place, and the rigorous pursuit of the “assigned tasks” has turned into a vice.

An organizational culture dominated by rigid adherence to rules and regulations
very seldom encourages staff to ask challenging questions and to alter the status quo. In many
public services, in fact, the practice of questioning the status quo is not in accord with con-
ventions, and in some instances, the practice is even actively discouraged. Therefore, the chal-
lenge for many reform-minded governments is often to radically change the mindsets of both
leaders and public servants in order to allow for new forms of communication, initiative-taking
and learning to emerge in the public service. A bureaucracy that operates in a traditional and
hierarchical way is not well suited to achieve this goal. When leaders in the public sector become
conscious of these constraints of traditional public administration, an important step towards
enhanced organizational learning has already taken place.

Organizational learning:
a people-centred framework

The difference between traditional approaches to public sector reform and the concept of
organizational learning is that the former is typically anchored in top-down technical blue-
prints while the latter is rooted in a belief that the solution to all problems facing the public
service lies in the transformation of the public servants themselves. In a sense, organizational
learning provides a bottom-up, people-centred framework to unlock the human potential in
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the public sector. The two approaches are therefore based on two very different outlooks on
how to reform the management of the public sector.

Generally, improved public sector performance means the provision of better
services, the development of more thoughtful policy analysis or the achievement of greater
efficiency in public administration. An important cultural attribute of an institution promot-
ing organizational learning is that it tries to strive for an optimum balance between action,
dialogue and reflection in the organizational culture. These organizational competencies com-
plement each other. To achieve this balance, it is important that governments undertake reg-
ular reviews and evaluations of their work to ensure that problems are identified early and
remedial action is taken.

The concept of organizational learning acknowledges that public management
in today’s complex environment is not a mechanical dispensation of tasks that can be pro-
grammed well into the future, but rather requires the constant development of new staff com-
petencies and skills if the public is to be well served. The bureaucratic model as a form of public
administration has not proved to be well suited to foster such dynamic adaptation of staff com-
petencies in the public sector. This is one of the reasons why the report advocates for a new
synthesis of the best attributes of traditional public administration, public management and
responsive governance. Traditional public administration, for example, can greatly benefit from
selective infusion of principles and practices from the public management and responsive gov-
ernance models, as discussed in the previous chapter. The responsive governance model, in par-
ticular, places much more emphasis on the potential of the organizational learning concept to
reform public administration by stressing the participation of all stakeholders in the process.

Recognition of the professionalism and knowledge of staff is central to the devel-
opment of organizational learning in the public service. In traditional bureaucracies, the
prestige and remuneration of staff are determined primarily by rank rather than degree of
professionalism or knowledge. This means that staff aspiring to senior positions are often gen-
eralist managers rather than knowledge leaders. On the other hand, organizations whose
livelihood depends on knowledge-generation and dissemination, such as universities, think
tanks and consulting firms, generally place much greater emphasis on the development of
mechanisms that recognize and reward innovation, professionalism, productivity and knowl-
edge leadership of staff.

In many ways, the operational environment in the public sector is becoming more
similar to that of the private sector. Public institutions are therefore under growing pressure
to act like knowledge- and expert-based organizations. This will have implications for both
staff development and HRM in the public sector. Governments can greatly facilitate organi-
zational learning in the public sector by developing an enabling environment that encourages
staff to acquire, share and manage knowledge, to network and collaborate with colleagues and
external partners, to document lessons learned and other tacit knowledge, to constantly look
to the future, and to build up their skills in accordance with a competence-based capacity
development framework, such as the one discussed in the previous chapter.

The application of a strategic approach to HRM in the public sector is particu-
larly aimed at creating an adaptive, flexible workforce that has the appropriate incentives to
produce, acquire, process and share knowledge. This requires that every level of government
be taken into consideration when planning, implementing and executing learning initiatives.
A government committed to organizational learning would therefore do well to invest in the
development of highly professional HRM capacities.

If the whole idea of the promotion of organizational learning in the public service
is to encourage public servants to learn more efficiently and effectively from their own expe-
riences in order to improve the quality of public management, it becomes very important for
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governments to put in place an enabling environment that provides the right incentives for
staff to do so. Critical to the organizational change process is the ability of staff, both indi-
vidually and collectively, to learn from their own experiences, both successes and failures. This
collective wisdom and knowledge of staff enable the public service to move from its inherited
condition to the target destination.

Governments have many ways to promote organizational learning in the public
service. On one hand, they can focus on strategies that encourage greater sharing of both
explicit and tacit knowledge among staff, and, on the other, they can emphasize incentives for
public servants to take more direct charge of their own capacity-building needs within an
overall corporate HRM strategy. The report will focus on four potential areas to facilitate

organizational learning and performance improvements in the public service:

* Improve knowledge-sharing and management;
e Promote mentoring programmes for staff;
e Enhance the analytical capacity of government; and

e Strengthen the career development system.

The first three areas emphasize the need to develop mechanisms that facilitate the
exchange and creation of both explicit and tacit knowledge among staff, while effective career
development promotes individual excellence by creating incentives for public servants to acquire
new skills and competencies. Mentoring facilitates the transfer of tacit knowledge from senior
staff to younger colleagues in the organization. Analytical capacities are needed to evaluate past
experiences and to develop forward-looking scenarios, in short, to create knowledge that can be
used to improve the performance of the government. A well-managed career development sys-
tem promotes greater performance-orientation among staff, which is integral to the organiza-
tional learning concept. At the individual level, an effective career system enables staff to move
from their current level of competencies towards greater professional development and growth.

Strategic areas to promote
organizational learning

Improve knowledge-sharing and management

An important objective of the organizational learning process is to promote trust, dialogue and
networking among staff that can foster the formation of social capital and thereby contribute
to more dynamic communications, knowledge-sharing and management in the public service.
Such communication processes can either be facilitated or hindered by the existing institu-
tional structures in the public sector. In traditional bureaucracies, for example, institutional
structures and cultural characteristics are often not conducive to effective communications and
knowledge-sharing among staff, as mentioned earlier. Progressive and reform-minded organi-
zations, on the other hand, use technology and incentives in addition to normal person-to-person
exchange to encourage staff to share knowledge and to collaborate.

Effective networking and teamwork may not only facilitate the timely comple-
tion of tasks but also improve the quality of work. For instance, in cases when a long time
may be spent in trying to solve a particular problem, effective networking, collaboration and
knowledge-sharing with peers may reduce this time considerably and thereby contribute to
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organizational learning. The most productive staff members in any organization are generally
those with a very strong ability to network and collaborate with both internal colleagues and
external partners. The promotion of a culture of networking, knowledge-sharing and collabo-
ration is therefore an essential part of the organizational learning process in the public service.

The Government of South Africa has actively targeted the need to foster greater
knowledge-sharing in the public service by launching the Learning & Knowledge Management
Unit in 2001. The Unit is expected to improve horizontal collaboration and networking across
ministries or, as one senior manager in the public service expressed it, “People from the Health
sector need to understand how their colleagues in Education, Safety, Justice, Social
Development, and so on work and which challenges they face in their respective sectors”." By
means of learning networks, annual conferences and other initiatives, the programme facilitates
the sharing of good practices among the staff of government agencies in order to enhance orga-
nizational performance in the South African public sector.

Governments also increasingly realize that the ICT revolution offers new ways to
unlock the human potential in the public sector by offering user-friendly ways for staff to cre-
ate, share and apply knowledge in their daily work. How organizations integrate knowledge-
sharing strategies, such as “communities of practice”, on-site training sessions, daily or weekly
debriefings, peer feedback, and formal mentoring and coaching, into institution-building can
significantly impact their overall performance. The design of such communication processes
is therefore of great importance for organizational learning, as the usefulness of learning
strategies will ultimately be judged by their positive impact on the institutional performance.

However, there are significant hurdles to jump over in for public organizations
attempting, particularly in developing countries, to create an effective knowledge manage-
ment system. First, staff often have little incentive—financial or otherwise—to share knowl-
edge with other colleagues. One way to address this is to try to make knowledge-sharing an
integral part of performance assessment of staff. Another option is to recognize publicly the
staff most active in knowledge-sharing in the organization. Second, it is very difficult to cap-
ture the tacit knowledge of staff. Doing so will require organizations to either encourage the
more experienced staff to mentor and coach the younger professionals or provide adequate
opportunities for senior public servants to document and codify their tacit knowledge. Third,
resistance to change should not be underestimated in any organization attempting to intro-
duce knowledge management practices. Many staff may be uncomfortable with sharing their
knowledge with other colleagues. Overcoming such resistance will require education and
coaching of the staff concerned. Fourth, more openness and knowledge-sharing raise the ques-
tion of how to create appropriate protocols to handle sensitive and confidential information.
All these issues need to be addressed in the development of a knowledge management strat-
egy in the public service.

Promote mentoring programmes for staff

Organizational learning can be further facilitated in certain environments by fostering a cul-
ture of mentoring among staff. Mentoring usually involves offering guidance and advice, par-
ticularly when an experienced person imparts knowledge, skills, values and attitudes to a more
junior colleague in order to facilitate professional and career development. Mentoring rela-
tionships are undoubtedly an untapped resource in the public service in many countries and
the development of such relationships needs to be facilitated.

The use of mentoring as an instrument for organizational learning is by no means

a new concept, however. In some societies, the idea of mentoring is an integral part of the
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national culture. In Japan, for instance, it is common practice, where the sempai (senior)-
kohai (junior) relationship is an institution in itself not only in the public service but through-
out society. In other countries, the notion of a mentoring relationship between a senior and
a junior person is not so widespread in society in general, yet it is still well established in both
the private and public sectors. It is also very common in universities, where professors become
mentors to their students.

Formalized mentoring usually serves the following purposes through different
programmes and schemes within the public service:

«wc

* Helping new staff to settle in and ““learn the ropes”;

e Attracting, retaining and developing talented staff; and

* Contributing to career development for potential managers.

In Japan and Singapore, the practice of assigning a mentor to new entrants is a
common practice. More recently, the Government of Slovenia has adopted explicit provisions
for the role of mentoring in career development in the public service. It provides that people
entering state bodies and local administrations for the first time undergo a preparation period
while studying for the relevant professional examination. The preparation periods are ten
months for the “‘state public administration examination”, eight months for the “expert
administrative examination” and four to eight months for the “expert examination for the
independent execution of accompanying tasks”. A mentor, appointed by a principal, deter-
mines the individual capacity-development needs and is furthermore responsible for the train-
ing itself. In order to provide appropriate incentives during the training, the preparation
period may be reduced by up to one third on the proposal of the mentor.?

Mentoring can also be used to attract, retain and develop talented staff. In 2001,
the former Department of Labour and Administration in Norway initiated the first-ever
cross-departmental trainee programme in eight departments. The purpose was to recruit and
retain talented young graduates. The participants, recruited both internally and externally and
not older than 35 years of age, followed the programme for 14 months. Internal candidates
were not allowed to have more than four years of service. During these 14 months, they were
exposed to work in three different departments, with supervision and mentoring provided by
senior staff. In addition to the work in the departments, six thematic gatherings were held to
facilitate knowledge-sharing and learning. In early 2003, 9 out of the 10 first participants
worked in one government department or another and the decision was taken to initiate the
programme again in the fall of 2003.3

Providing career development through mentoring has also proven effective over
time. Several countries (e.g., Singapore and the United Kingdom) have opted for fast-track
programmes where high-flying candidates are put on a path to senior management under the
guidance and advice of mentors. Sometimes mentoring by targeting the career development
of a particular group within the public service is able to serve several purposes. In Norway, for
instance, mentoring has been used to both prepare and promote women at mid-level for sen-
ior management positions, thus enhancing female representation in the upper echelons of
government.* Here, mentoring becomes a joint instrument for capacity development and
diversity management. A similar approach has also been attempted in the United Kingdom
with the pilot “Elevator Partnerships”, where 53 junior women were paired with senior
women for one year. At least 18 of the junior women have since been promoted, and at least
another seven have moved horizontally (see also chapter III).5
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Regardless of the individual practices that a public service chooses, it is crucial
that a mentorship programme be underpinned by a clear vision and strategy. In other words,
the different steps associated with implementing a mentorship programme should be aligned
with the overall HRM strategy in the public service. Furthermore, it is important that a men-
torship programme be congruent with the desirable values of the organization; it must be tied
to the culture. An important objective of a mentorship programme is always to further
enhance the performance of the organization. However, as mentioned in the previous section,
it is not only excellence that people emulate. Considering that a relationship between a men-
tor and a protégé is often more tightly knit than that between a leader and staff, the impor-
tance of a mentor acting as a role model becomes even more critical.

Enhance the analytical capacity of government

As mentioned at the outset of this chapter, to stay relevant and effective, the public service must
develop capacity to reflect deeply about complex issues and anticipate major emerging chal-
lenges. This generally includes developing strong capacities for policy-making and analysis. It
also means that core government organs, such as finance and planning ministries and other
institutions charged with inter-ministerial and horizontal responsibilities as well as selected pol-
icy think tanks need to evolve highly effective capabilities for reflection, analysis and evaluation
of important policy issues. Building such capacities at the centre of government is usually a very
cost-effective investment that can offer great development benefits for the respective country.

The ability of governments to attract and retain talent in the public service is criti-
cal for improvements in analytical policy-making capacities since people constitute the “brain
power” of government. In improving such systems, it is particularly important to invest in the
development of highly qualified policy professionals—the intellectual backbone of the public
service. Their ability to prepare options, analysis, forward-looking scenarios and recommenda-
tions for decision-making is central to the effectiveness of the policy-making system as well as
to organizational learning in general. For example, authoritative statements by a respected policy
department often carry enormous weight in shaping the opinions of public servants and policy-
makers in most countries. Great care should therefore be devoted to the formation of this group
of policy-makers to ensure that they are not only trained in the relevant technical disciplines but
also well acquainted with the administrative traditions and culture of the country.

Strengthen the career development system

Governments often incur high opportunity cost because the motivation and energy of staff in
the public service are undermined by ineffective career development policies. Lack of career
development opportunities arguably constitutes one of the primary factors affecting the abil-
ity of the public service to retain high-quality staff. As a result, staff become frustrated and
the best talent is inclined to leave for greener pastures in the private or non-governmental sec-
tors. In such cases, the cost to governments in terms of lost tacit knowledge and institutional
memory can be quite significant, not to mention the often high cost of replacing staff.
Thus, the formulation of effective career development policies is important for two
main reasons. First, the availability of rewarding careers is closely correlated with the perform-
ance of public organizations (see chapter II) and thereby organizational learning. Career man-
agement of staff is also emerging as a crucial HRM issue in traditional public administration
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systems in both developed and developing countries. Second, the ability of governments to
retain high-caliber staff is essential for the maintenance of institutional memory and the orga-
nizational knowledge base. Excellence in recruitment, induction and training will be of little
use in such organizations if the staff to whom all these resources have been devoted leave ear-
lier than expected. All organizations need a degree of stability and continuity to perform effec-
tively in the long run. In many surveys, the need of staff for rewarding career development
opportunities has been ranked as one of the factors most affecting job satisfaction and staff
retention in the public sector.

Learning by doing, exemplified by initiatives such as on-the-job training, job rota-
tion and special assignments, is often considered one of the most important and effective strate-
gies for career development. In Canada, the Public Service Human Resources Management
Agency of Canada is responsible for a number of career development programmes. One of these
initiatives is the Career Assignment Programme (CAP), originally adopted in 1968 and
redesigned in 1998. The target group of the programme in the beginning was senior executives,
but it was later broadened to include those considered as having senior management potential.

CAP, which is a management development programme intended for the federal
public service, targets a representative group of public servants with the aim of accelerating
their professional development and advancement in the civil service. The purpose of CAP is
to equip participants with the necessary competencies and skills to assume senior manage-
ment positions in the public service. The learning component consists of both educational
courses and assignments in selected public organizations. The assignments, called “stretch
assignments”, provide the participants with learning opportunities in functions or areas
beyond their past experiences and current level of competency. Assignment agreements are
used to formalize this process. The duration of the CAP programme is usually between one
and four years, and it is expected that each assignment will last approximately one year. Of
those who graduate from the programme, 80 per cent are appointed to senior management
positions within one year.

Leadership as the facilitator of learning

The process of transforming the public sector in many developing countries will require
action at every level of government—from leaders themselves, from politicians, from human
resource managers and from all those involved in public service delivery. While the concept
of leadership may be understood differently in different cultures, it is generally seen as a
process, consisting of a series of ongoing interactions between a leader and others. Leadership
also involves influence because leaders motivate other people to do things and it takes place
in a group context, involving a number of individuals and a common purpose.® As a result,
leadership skills are emerging as one of the most critical competencies of senior public ser-
vants, as discussed earlier in the report.

Building on the conceptual underpinnings of the responsive governance model, dis-
cussed in chapter I, it is suggested that leaders can further facilitate organizational learning and
reform in the public service by focusing their efforts in three important areas: first, by spear-
heading participatory development of a vision for public sector reform; second, by motivating
and bringing out the best in staff; and third, by encouraging more direct involvement of stake-
holders in the implementation of reform and thereby promoting greater responsiveness and
accountability of public servants to the needs and concerns of citizens and clients in society.

It is generally acknowledged that an important element in successful leadership of

reform is vision. The vision, however, cannot be the product of one person; rather, it needs to
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be developed in partnership with staff and key stakeholders. A shared vision must build on
the individual visions of staff in the organization. This requires that employees have a clear
view of the bigger picture both in terms of the challenges facing the organization and where
it is heading. Thus, what characterizes a leader is the ability to facilitate the development of
a common vision that expresses the aspirations of both staff and key stakeholders with regard
to where the organization wants to be in the future. To be effective, the vision needs to be per-
suasive, attractive and optimistic for all those who are part of the organization. It also must
be both challenging and feasible. The development of a shared organizational vision can help
to instil a culture of trust, collaboration, equity and democracy.

The development of a shared vision can also become the starting point for orga-
nizational change and reform. This point has been well exemplified by the Federal Office for
Migration and Refugees (BAMF) in Germany (box 15).

Another key role of a leader spearheading reform is to motivate staff by champi-
oning the values, norms and standards of the organization. The role of leadership by example in
this respect is critical. The term “leading by example” indicates the transformational power of
leadership when employees follow the example of a leader. This will require high-level skills
combined with strong commitment and determination on the part of the organizational lead-
ership. Needless to say, leading by example also requires that the actions of the leader be worthy
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The Federal Office for Migration and Refugees (BAMF) in Germany has recently gone through a change
process, where its mission was redefined from that of an asylum authority to a government migration
policy centre. Prior to 2002, the work of the Federal Office was limited mainly to dealing with asylum
applications, but it has since been expanded to include a more comprehensive set of services relating
to migration, integration and return of refugees.

To be able to deliver on the new policy, BAMF had to undertake an internal consultative
process to redesign its organizational vision and strategy. An important part of this exercise was to dis-
cuss its impact on HRM policies, systems and practices in the organization. The process of developing
the vision was guided by the following principles:

e QOpportunity for all employees to participate;
e \oluntary participation;
e Transparency and comprehensibility of the process; and

e Support by management and the staff council.

At the outset of the reform process, the main challenge facing the leaders of BAMF was to
deal with resistance to change from employees. The process suffered from low participation of staff,
and discontent was regularly evidenced through negative comments. However, as a result of the keen
intent of the leadership of BAMF to forge a genuinely shared organizational vision, combined with a
transparent approach and responsive management of the process, staff eventually began to change
their attitudes and actively participate in the exercise.

Moreover, the process of redefining the vision of BAMF enabled the management and staff to
discuss and resolve a host of other internal problems, which greatly improved communication between
management and employees during the reform process. The strong involvement of both staff and man-
agement in this exercise was undoubtedly a key success factor in the transformation of BAMF.

Sources:
See Bibliography.
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of imitation, yet it would be naive to think that people emulate only excellence. People learn
from their leader, whether this is intended or not. An open, democratic and proactive leader, for
example, is likely to instil similar qualities in the organizational culture.

This learning process also requires that leaders “walk the talk” and demonstrate
through their own actions that they are committed to the reform agenda. Subordinates are gen-
erally very observant about the behaviour of their managers, and actions always speak louder
than words. This was certainly the case in Namibia, where the Auditor General made special
efforts to inculcate a culture of trust and open communication and questioning among staff.
By doing so, the Auditor General unwittingly facilitated organizational learning (box 16).

Leaders can also accelerate organizational learning and reform in the public service
by creating an environment where citizens and stakeholders can be directly involved in the
transformation of the public sector. The responsive governance model is particularly relevant
in this context. It emphasizes a government that is open and responsive to civil society, more
accountable and better regulated by external watchdogs and the law.” Governance models thus
tend to focus more on incorporating and including citizens in all their stakeholder roles rather
than simply satisfying customers. A common theme running through the responsive gover-
nance model is the importance of multiple forms of public accountability. It depicts diverse,
complex forms of 360-degree accountability in which there are multiple stakeholders in both
government and society, all of whom have a claim to be heard and answered.® By making pub-
lic servants more accountable to citizens and stakeholders in society, leaders can foster a more
responsive and efficient public service that learns faster and delivers better results for its clients.

Sources:
See Bibliography.

Leading by example—Namibia

When Namibia gained independence in 1990, the country inherited an administrative structure from the
departing South African regime that had operated with Pretoria as its headquarters. From the outset,
the Government of Namibia was faced with an urgent need to undertake comprehensive civil service
reform. One of the public organizations that went through a major transformation during the first half
of the 1990s was the Office of the Auditor General (OAG). Its success was attributed mainly to excep-
tional leadership exercised by the Auditor General, who, incidentally, was an economist, not an audi-
tor, by training. Because of this educational background, the Auditor General had to rely heavily on his
subordinates for professional knowledge, which meant creating a culture of openness, questioning and
trust. Owing to his distinctive leadership style, staff were also encouraged to ask questions and seek
solutions to problems, a phenomenon not common in most African bureaucracies at the time.

Organizational learning in the OAG was further facilitated by the positive attitude of senior
managers, who fully shared the vision of the Auditor General to move towards a more open and par-
ticipative management style. The managers were also prepared to undertake training in how to foster
the development of organizational learning in the public sector. A team of Swedish consultants who
were involved in providing on-site training for staff also played a very constructive role in promoting a
culture of questioning and learning in the OAG. Furthermore, the training budget of 0AG was raised sig-
nificantly, as its positive impact on performance was increasingly recognized. A remuneration system
linked to performance provided additional incentives for staff to become more productive and innova-
tive. All these factors not only enhanced the performance of the OAG but also raised the morale of
staff. Widely publicized performance audits of public organizations also raised the prestige of the 0AG
and helped to reinforce a culture of organizational learning.




Unlocking the Human Potential for Public Sector Performance 109

Notes

1 Radebe, Thuli (2003). The public service as a learning organisation, Service Delivery Review,
vol. 2, no. 3. Available from http://www.dpsa.gov.za/sdr_vol2_no3.asp

2 Civil Servants Act of the Republic of Slovenia (2002); and European Industrial Relations
Observatory (2002). New law regulates public employment and labour relations. European
Foundation for the Improvement of Living and Working Conditions Available from:
http://www.eiro.eurofound.eu.int/about/2002/08/feature/si0208104f.html

3 Government of Norway (2001). Trainee-programme for Departments. Press Announcement
no. 8. Department of Labour and Administration; and Johnny Gimmestad (2003). Trainees on
collision course. Aftenposten. 23 February. Available from http://www.aftenposten.no/jobb/
article495999.ece

4 Organisation for Economic Co-operation and Development (2002). Norway. Paris: OECD.
Available from http://www.oecd.org/dataoecd/53/59/33881226.pdf

5 Government of the United Kingdom. Civil service diversity. United Kingdom Cabinet Office.
Available from http://www.diversity-whatworks.gov.uk

6 Bryman, Alan E. (1992). Charisma and Leadership in Organizations. London: Sage; and Ralph
M. Stogdill (1950). Leadership, membership and organization, Psychological Bulletin, vol. 47,
pp. 1-14.

7 World Bank (1994). Governance: the World Bank’s Experience. \Washington, D.C.: World Bank;

and David Williams and Tom Young (1994). Governance, the World Bank and liberal theory.
Political Studies, vol. 42, issue 1, pp. 84-100.

8 Behn, Robert (2001). Rethinking Democratic Accountability. Washington, D.C.: Brookings
Institution Press.






Unlocking the Human Potential for Public Sector Performance

Technical summary
Public sector performance,
prestige and promotion

This technical summary provides a synopsis of quantitative analysis for the present report.”
The analysis consists entirely of linear multiple regressions applied to cross-country data. The
sources of data for the quantitative analysis are surveys of expert opinion from the
International Country Risk Guide (between 97 and 140 countries),? the State Capacity
Survey (between 97 and 129 countries),® and a survey first carried out for 35 countries by
James E. Rauch and Peter Evans,* later extended by the United Nations University® to cover
an additional 16 African countries. In the quantitative analysis, the data from the surveys con-
ducted by Rauch and Evans and the UNU were consolidated into one dataset. Of the 51
countries, a total of 45 are developing countries. Data from the International Monetary Fund,
OECD and the World Bank were also used for this analysis.

Public sector performance

The quantitative analysis looks at the effect of differences in structural variables on outcomes,
holding per capita income constant and also controlling for the impact of other structural
variables. Selected findings include the following:

Professionalism of civil servants is an excellent predictor of both the quality and
the integrity (absence of corruption) of the public service, and its effects are consistently pos-
itive (see scatter plots 1 and 2).

Scatter plot 1. Scatter plot 2.
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between the level of
wages and the number
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Technical summary

Legal remuneration (salary plus perquisites) of senior public officials relative to
counterparts in the private sector has some positive effect on bureaucratic quality and a much

stronger positive correlation with integrity (see scatter plots 3 and 4).

Scatter plot 3.
Bureaucratic quality and salary
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Scatter plot 4.
Integrity and salary
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Note: Plot of integrity against salary in 1990
(45 countries), controlling for selected
variables.

Extra-legal remuneration (tips and bribes) of public officials is negatively corre-
lated with integrity, but this is true by definition; thus, it is a spurious relationship. More
meaningful is the absence of any significant impact of this variable on the quality of bureau-
cracy in the public sector.

Entrance examinations in the civil service provide only weak evidence for a posi-
tive effect on bureaucratic quality. There is also no evidence of any association between exam-
inations and integrity. This unexpected finding may be explained by the fact that the design
of the statistical test does not allow for the possibility of relying on university credentials in
lieu of examinations to screen applicants.

New public management (NPM) is measured indirectly as the mobility of high-
level personnel between public and private sectors. This captures an important effect of NPM,
namely, the emphasis on equal pay for identical jobs, whether in the public or the private sec-
tor, thereby encouraging mobility of officials between the two sectors. In contrast, the rewards
and functions of senior officials in a traditional, career-based civil service are very different
from those of their counterparts in the private sector, making it difficult for staff to move
between the two sectors. The NPM variable is also not a significant determinant of the qual-
ity or the integrity of the civil service for the countries in the sample.

There appears to be a strong relationship between the average public sector wage (rel-
ative to nominal per capita income) and the level of public sector employment (size of public sec-
tor relative to population), controlling for the level of development (purchasing power parity
income per capita). The association with the average wage is negative, both for public sector
employment and for the control variable, per capita income. Both results are highly statistically
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significant, and the negative signs are expected. These findings seem to provide compelling
evidence for the existence of a negative relationship or trade-off between public sector employ-
ment and public sector wages: because of budget constraints, governments that increase the
number of public sector workers are under pressure to lower salaries paid to them.

Nonetheless, impressive as the statistical results are, the evidence is quite weak
because of limitations in the underlying data. In addition to large gaps in coverage, the data
have two major defects. First, non-wage remuneration, such as pensions and automobiles, are
excluded even though their value often exceeds that of the basic salary. Second, the definition
of the public sector varies from country to country and sometimes even from year to year.
Until governments make available better and more detailed information on remuneration
paid to public servants, statistical findings must only be interpreted as suggestive, subject to
confirmation or rejection in light of further evidence.

Prestige of a public sector career

Many governments face difficulties in recruiting and retaining well-educated civil servants, a
problem often associated with low prestige of the public service.® Some governments find the
task of recruitment more difficult than others. What accounts for this inter-country variation
in the attractiveness of a career in the civil service? The survey questions dealt with the attrac-
tiveness of a public sector career to graduates of elite universities and to members of the edu-
cated middle class unable to attend elite schools.

The analysis suggests that a career in the public sector is more attractive the lower
the per capita income of a country, presumably because low-income countries offer fewer
opportunities for employment in their underdeveloped private sectors. For non-African coun-
tries, higher salaries increase the attraction of public service employment while reliance on
income from extra-legal tips and bribes has the opposite effect. Prestige clearly increases with
salary for the non-African sample, whereas in the African sample, there is no apparent rela-
tionship between the two variables. It is puzzling that legal remuneration has no impact on
the attractiveness of public sector employment in the African countries in the sample. The
analysis offers no explanation for this finding.

Even more surprising and disturbing is the finding that the level of bribes has no
effect on the attractiveness of employment in the civil service in African countries in the sam-
ple. Other things being equal, high levels of extra-legal payments would be expected to impact
negatively on the attractiveness of a career in the public sector, at least for university gradu-
ates with high ethical standards.

The existence of entrance examinations combined with university credentials
enhances the prestige and attraction of a career in the public service. A higher proportion of
university graduates among those who enter the civil service without writing an examination
makes a civil service career Jess attractive to university graduates. This seems counter-intuitive
at first glance, but on reflection, it is understandable that university graduates may prefer a
work environment where the university educated are few in number, thereby making their
credentials more valuable and visible.

New public management, indirectly measured as the mixing of professionals
between private and public sector employment, is a significant negative determinant of the
prestige of a public service career for recent university graduates, but weaker and less signifi-
cant for African than for non-African countries (scatter plot 5).
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Technical summary

Scatter plot 5.
Prestige and new public management

|
L

Prestige

2 |

New public management
Source: UN/DESA.

Note: Plot of prestige against new public management
in 1970-1990 (51 countries), controlling for selected
variables.

Promotion to high-level political posts

The quantitative analysis also looked at factors that influence the attractiveness ro politicians
of placing civil servants in high-level political posts. The results suggest that a traditional,
career-oriented, merit-driven civil service is attractive to politicians as a source of candidates
for placement in such posts. Surprisingly, there is no significant association at all between
legal remuneration of top civil servants and their success in securing promotion to high-level
political office.

The dichotomy between African and non-African countries with respect to the
impact of bribes on selection is astounding. In the non-African sample, extra-legal income
received by high-level public officials diminishes the probability that they will be appointed
to political posts. In the 23 African countries, the effect of bribes is precisely the opposite: the
attraction to politicians of placing civil servants in high-level political posts and corruption in
the civil service go hand in hand.

However, the measure of income from tips and bribes is very crude. Some of the
several “zero” observations might well be positive if the measures were finer, and the distribu-
tion of observations up and down the zero axis also makes it difficult to produce a significant
slope for the relationship between bribes and promotion.

The proxy for NPM also has a negative effect on the probability that civil servants
were promoted to high political office, but this is true only for the non-African countries in
the sample, not for the 23 African countries, where the correlation is essentially zero.
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Les publications des Nations Unies sont en vente dans les librairies et les agences dépositaires
du monde entier. Informez-vous aupres de votre libraire ou adressez-vous a : Nations Unies.
Section des ventes, New York ou Geneve.

KAK T10JYYUTh U3AAHUSA OPIAHU3ALIMU OBBEJAMHEHHbIX HALIMU

W3nanus Opranuzauud OObeauHeHHbIX Hauuit MOXKHO KYNHTh B KHH)KHBIX Mara3MHax
1 areHTCTBaX BO BCexX palioHax Mupa. HaBoauTe cnpaBku 00 U3NaHHUSX B BallleM KHHKHOM
MarasuHe WM nuuuTte no aapecy: Opranusauns O6benuHenHbix Hauui, Cekuus no
npoaaxe uiganui, Hero-Mopk uiu JKenesa.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas estdn en venta en librerfas y casas distribuidoras en
todas partes del mundo. Consulte a su librero o dirijase a: Naciones Unidas. Seccion de Ventas,
Nueva York o Ginebra.
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