remaining purposceful: (23 the necessity of recognizing “political man-
agement” as a key function in public sector management: and (3) the
need o recast our images of operational management to focus more
attention on stimulating innovations of various kinds. Yet. T have not
been entirely rigorous in cither the sampling cffort or the data collection
and cannot claim the power that would come from that degree of rigor.

In the less rigorous test 1 have relied for evidence on feedback from
prracticing public managers who have been exposed to these ideas. Their
testimony has heen favorable and encouraging,

Stlloin the end. 1 do not think 1 have proven anything. What T have
done s pominate. for further consuderation and testing, a complex set of
tdeas about how public managers should orient themselves to their jobs.
dizenose their situations. and design their interventions. The methods 1
present differ from those many public managers now employ and from
the wavs they are taught and encouraged to think and act. This new
approach s plausibly hetter adapted to the reality of the situations they
now conlront than what theyv have relied on in the past. And it may help
them succeed in helping socicty by keeping their attention focused on
the problem of defining and producing public value with the resources
entrusted to them. That. at feast. is my fervent hope.

INTRODUCTION

CHAPTER 1

MANAGERIAL IMAGINATION

The town librarian was concerned.! Each dav. at about 3:00 pm. eddies
of schoolchildren washed into the library's reading rooms. At about
5:00 the tide of children began to ebb. By 6:00 the library was quict
once again. An informal survey revealed what was happening: the |-
brary was being used as a day-carc center for fatchkey children. Tow
should the librarian respond?

THE TOWN LIBRARIAN

AND THE LATCHKEY CHILDREN
Her first instinct was to discourage the emerging practice. After all. the
influx disrupted the library. The reading rooms. quiet and spacious most
of the day, became noisy and crowded. Books. particularly the fragile
paperbacks. stacked after careless usc in untidy heaps on hbrary tables.
slid to the floor with spines cracking. Tired assistants faced mountains of
reshelving before they could leave for the day. The constant traffic to the
bathrooms kept the janitor busy with special efforts to keep them neat.
clean. and well stocked.

Besides, it just wasn't the town library’s job to care for latchkey
children. That task should be done by the parents. or perhaps other
day-care providers, certainly not by the tibrary. Perhaps a letter to the
local newspaper reminding citizens about the proper use of a library
would set things right. If that failed. new rules limiting children’s access
to the librarv would have to be established.



.

Then she had a more entreprencurial idea: perhaps the latchkey
children could be used to claim more funds for the library from the
town’s tight budget.” She could argue that the new demands from latch-
key children required additional resources. Additional staff would be
needed to keep the children from disrupting other library users. Over-
time funds would be necessary o pay assistants and janitors for tidving
the library at the end of the day. Perhaps the library itself would have to
he redesigned to create clementary and junior high school reading
rooms. Indeed. now that she thought of it, the reconstruction work might
be used to justify repainting the interior of the entire libr ary—an objec-
tive she had had for many vears. But all this would cost money. and a
statewide tax revolt had left the town with sharplv limited funds.

As the forbidding prospect of scckms, funds from the town’s Budget
Committee came clearly into view. the librarian had a different idea:
perhaps a program for the latchkey children could be tinanced by charg-
ing their parents for the costs of the new program.® Some practical prob-
lemsloomed. however. T'or example, how much should she charge for the
service? She could fairly casily record the direct costs associated with
providing the program and find a price that would cover these direct costs.
Butshe was unsure how to account for indirect costs such as the m manage-
rial costs of organizing the activity. the depreciation of the building, and
so on. H she included oo few of these indirect costs in the price of the
program. then the public as a whole would be unwittingly subsidizing the
working parents. H she included too many., the town would be unwittingly
taking advantage of working parents to help support their library.

She also thought that the town's citizens and their representatives
might have views about whether it was appropriate for her to use the
facilities of the fibrary for a program of this type. and she could not be
sure what those views would be. 1f she set up a fee-for-service program,
would the town’s residents admire her entreprencurial energies or worry
that she was becoming too independen(?s Similarly. would thev see
serving the latchkev children as a worthy cause or as a service o a
narrow and not particularly deserving group? She would clearly have to
o back to the Town Mecting for guidance.”

Given the difficulties of charging clients for the service. the librarian
had still another idea: perhaps the new service could be “fnanced™
through volunteer effort.” Mavbe the parents of the children could be
organized 1o assume some of the responsibilities of supervising and
cleaning up after the children. Mavbe they could even be enticed to help
the librarian make the changes in the physical configuration of the
librarv —to accommaodate the new function more casilv and to maintain
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an appropriate separation between the elderty people who used the
library for reading and meeting and the children who used the library for
the same purposes but more actively and noisilv. The community spirit
evident in such activitics might overwhelm public concerns about the
propriety of using the library to care for latchkey children and the
complaints of some that public resources were heing used to subsidize
relativelv narrow and unworthy interests.

M()biiizing a volunteer effort would be a complex undertaking, how-
ever. The librarian was unfamiliar with such enterprises. Indeed. all the
things she had so far considered scemed difficult and unfamiliar since
the\:involved her in outside political activity. Making a budget presen-
tation to the town's Budget Committee and writing a letter about the
problem to the newspaper were one thing: sctting up a financiallv sclf-
sustaining program and mobilizing a large group of volunteers were
quite another.

Then. alast idea occurred to her: perhaps the problem could be solved
by finding an answer within her own organization. A little rescheduling
rﬁiaht ensure that there would be adequate staff to supervise the chil-
drf‘:’n. perhaps even to provide reading entichment programs. Mavbe
some things could be rearranged in the library to create a special room
for the program. Perhaps movies could sometimes be shown in this
special room as part of the after-school program.

In fact. the more the librarian thought about it. the more it seemed
that caring for these children in the library might be well within the
current mission of her organization. It might give her and her assistant
librarians a chance to encourage reading and a tove for books that would
last all the children’s lives. Morcover. it seemed to her that the claims
that these children and their parents made on the library were as proper
as thosc made by the many others who used the library in different wavs:
the high school students who came in the evenings to complete rescarch
projects and gossip with one another, the elderly people who came l‘(»
rcad newspapers and magazines during the dav and to talk with their
friends. even the do-it-yourselfers who came in to learn how to complete
the project on which they had embarked without a clear plan.

As the hibrarian began to think about how her organization might
respond to the new demands presented by the fatchkey children, ,\‘hg u.lso
began sceing her organization in a new hght.S Her professional training
anzi that of her staff had prepared them to view the ibrary as a place
where books were kept and made available to the public. To fulfill this
function, an elaborate system of inventorving and recording the location
of books had been developed. An equally elaborate svstem to monitor
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which citizens had borrowed which books. and to impose fines on those
who kept books too long. had also been built. This was the core function
of the library and the task with which the professional staff identificd
most stronglv.

Over time. however. the functions of the library seemed to expand in
response to citizen needs and the capacities of the library itself. Once the
library had a svstem Tor inventorying books. it seemed entirely appro-
priate to use that svstem to manage a collection of records. compact
dises. and videotapes as well. (Of course, the Iending system for videos
had to be changed a little to avoid competing with local commercial
ventures.) The physical facility in which the books were kept had been
enlarged and made more attractive to encourage reading at the library
as well as at home. Heat was provided in the winter, and air conditioning
in the summer. for the comfort of the staff and those who wished to use
the hibrary. Study carrels had heen built for students. A children’s room
had been created with books and toys for toddlers. Increasingly. the
library was being used to hold amateur chamber music concerts and
meetings of craft socicties as well as book review clubs.

As a result, the library had become something more than simply a
place where books were kept. It was now a kind of indoor park used by
many citizens for varied purposes. Who was to say that care for latchkev
children was not a proper or valuable function for the fibrary to pr()vid;:
if the librarian could think of a way to do so economically. effectively.
and fairly. and with little cost to other functions of the library that had
the sanction of tradition? )

PUBLIC MANAGERS
AND PUBLIC MANAGEMENT
The town librarian is a public manager. What makes her such is that a
bundle of public assets has been entrusted to her stewardship. She is
responsible for deploving those assets for the benefit of the town and its
citizens. Presumably. one of her tasks as a manager is to find the most
valuable use of those resources.” The particular question before her is
whether it would be valuable to respond to the new demands being made
on her oreanization to care for the latchkey children and. if so. how.

An Important Doctrine

In the United States public administrators have relied on a (raditional
doctrine deseribing how they ought to think about and do their jobs.1?
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The doctrine has been designed primarily to hmit the prospect of self-
interested or misguided burcaucrats agegrandizing themselves or leading
the society toward some idiosyneratic or ill-considered conception of
the public interest. Tt aims at keeping public sector managers firmly

under democratic control.'!

In this doctrine the purposes of a public enterprise such as a library are
assumed to have been set out clearly in statutes enacted by legislative
bodics or in formal policy declarations signed by elected chief execu-
tives.’” As the hard-won results of sustained democratic debates, these

formal mandates legitimate public enterprises: they authoritatively de-y,
clare that the particular enterprises so established are in the publicinter

est and can therefore properly claim social resources.t They also offer
concrete operational guidance to managers by indicating what particular
purposces are to be advanced by the particular public enterprises and what
particular means may be used." Taken together. the mandited purposes
and means define the terms in which managers will be held sccountable. ™

For their parts, public managers are expected to be faithful agents of
these mandates. Their duty is to achieve the mandated purposes as

A
B
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efficientlv and as effectivelv as possible.® They are assumed to have 1
substantive cxpertise in the ficld in which they work-—to know the
principal operational programs that can be used to produce desired &

results and to know what constitutes quality and effectiveness in their
operations.”” They are also expected to be admimistratively competent—
to be skilled in devising the organizational structures and arrangements
that can guide the organization to perform efficiently and effectively and
in accounting for the financial and human resources entrusted to them
so that it can be proven that public resources are not being stolen.
wasted. or misused. ™

This doctrine produces a characteristic mindset among public sector
managers: the mindset of administrators or burcaucrats rather than of
entreprencurs. leaders, or exccutives.' Their orientation is dowmward,
toward the reliable control of orgamizational operations rather than
cither ownvard. toward the achievement ol valuable results, or tpmvard,
toward renegotiated policy mandates. Instead of viewing their task as
initiating or facilitating change. they tend to sec it as maimtaining a long-
term institutional perspective in the face of fickle political whims. Their
principal managerial objective is to perfect their oreanizations” opera-
tions in traditional roles. not to scarch for innovations that can change
their role or increase their value to the polity.

It is this view of public scctor management that produces the -
brartan’s first instinctive response to the latehkev children: @ resound-
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ing. burcaueratic “no ™ ed, v i

i 'uruucmm a0 Indeed. viewed from the traditional perspective
],.v . ‘(’ . . x N M ( )
cr clear duty s not o respond o this new demand but 1o do the

UP] ”\i ¢l (](\ \\l it \hk‘ can t JUNTN 1 <
) ) ‘ an to resist II C new Uni”lll 4 i < v i
X s 3 IIZ¢ (l ll use of
th ]7“"'[( ]lhré”'\f )

M»nrcm‘cr.‘mzmA\‘ of her staff. influenced by their past professional
trning 1o think about libraries in particular -lcrms. would zn:rcé wil‘l
this conclusion. So wounld many citizens who see the library lhlt()liﬂll lhT
same traditional Ienses and would quickly conclude that the l?h ¢ L
should he quict and not eed for babysitting by negligent tp;lrcnlx‘ o

A Modese ¢ hatlenge 1o the Prevailing Doctrine

What is mteresting and important about this town librarian, however.
that shg 2oes bevond this instinetive reaction. Her second ;cactiont—r-l]:
]l{ixx‘ the issue of the Tatchkey children to gain additional financing for the
’)]-;-,7“-) v . N M 'y )
e e o e 0T b

: , v this ‘ atmakes taxpavers so deter-
mined to keep the managers under tight control.) '

Reflecting the winds of change in managerial thought now sweeping
over .lhcvpuhlic as well as the private sector, the lihrabri;m‘s m;m'lﬂr‘j i ;
mAul}lH“&Ilmn stravs bevond her traditional mandate and bc‘\fon(d ;]b‘”_"f‘
stinet for burcaucratic entreprencurship.?! She steps outside (he ¢ )”' j"“
Honal restrictions on hey 1oh m imagining what could hL.‘ done e

Instead of viewing the new demands iwing made on’lhc Iil;r‘lr LS
Problemoshe sees them os an opportunity. She senses that thcrc(m}'i ('l: d
\mncvx‘:lluc to be created for at feas slm]c of the 1own's cili7crtl§ f:"
Qllt)\\'!ng. OF even encouraving. the latchkey children to US‘L“ the lqihi ‘
S‘hc heeins thinking abour how (he ;whicvémcnl of that \';l]U *mi rlmlr):
financed. authorized. and produced. R

In lh«"xc respects the publhic ibrarian heging thinking as society ex
PeCts private sector exceutives (o think. She focuses on klh(; Aucs‘li{m \f-'
whether the bundle of yssets and capabilities represented thlhcl lihm:\'
can be used to create addiional value for the town. She does not :ls\‘u;n;
that ‘hcr rgwurccs arcimmutably fixed, or that her mission is n‘ifr.()\\'l ;
and mlkml»l_v mserihed  <tone. or that her organization is L"\;'lhl' ‘;
m'uducmg onlv what it is now producing. Inslcn;l. she uses };cr‘iln;'l "( T)
ton to think of how <he might rcpmili(;n and adapt hc1¥ ()\ro‘mirll(i 3)-”]“"
;IL‘FV<'17111)(>LI:vIL' the new demands of the latchkew children h:;h : (‘ln' '(?
thinking like a feader or entreprencur, ' e

Fo manv, such thoughis in the minds of public managers are (rouble
~omeand ought to be discouraocd. particularly if. as in ihi\‘ case thL:
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manager is a professional civil servant rather than an clected or appointed
political exceutive.™ Citizens take a particularly dim view of initiatives
undertaken by burcaucrats because they suspect civil servants of heing
sclf-serving or of pursuing their own idiosvneratic ideas of the public
interest.” They also resent the fact that civil service svstems insultate the
burcaucrats to some degree from direet public accountability. Because
citizens can hold efected and appointed public officials accountable at the
ballot box. they ordinarily grant these officials wider leewav to initiate
new public enterprises. But citizens view the initiatives of even clected
and appointed officials with a jaundiced eve. for their entreprencurship
oftenseems focused on winning votes by satisfving special interests rather
than on finding and producing something publicly valuable.

To the extent these observations are true. they underscore an obvious
but often overlooked social fact: society has much different expectations
of its public than of its private managers. We are inclined 1o view
imagination and initiative among (unclected) public sector executives as
dangerous and contrary to the public interest. while we perecive exactly
the same qualitics among private sector executives as not only tolerable
but ultimately conducive to societv’s economic welfare.

No doubt. many reasons exist for these contrary expectations. Be-
cause the political mechanisms that oversee public enterprises ire argu-
ably more vulnerable to managerial inffuence and deception than the
financial mechanisms that control private sector enterprises. public man-
agers may have to be reined in more tightly than private scetor manag-
ers.” Because the decisions of public managers bind all citizens, their
mitiatives must be reviewed far more closelv than the decisions of pn-
vate sector managers. whose decisions are taken for the henelit of onlh
a few (voluntary) principals.™ Because the results of managerial deci-
sions are more subjective and (often) slower 1o appear in the public
sector than in the private. the public sector cannot rely as heavily as the
private scctor does on holding managers accountable after the fact for
their performance.”” And so on.

But these different expectations have an important consequence nol
widely acknowledged or discussed. By discouraging thonehts such as
those the librarian is having. and the actions that could follow from hey
thoughts. socicty denies its public sector the kev ingredient on which iis
private sector specifically relics to remain responsive, dvnamic. and
value creating: namelv. the adaptahility and efficiency that come from
using the imaginations of people called managers 10 combine what they
can sense of public demands with access to resourees and contral onor

operational capacity to produce value,
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Of course. society may actually be benefiting from the imagination
and industry of public sector managers who have long chafed under
these restrictions and found ways {o circumvent them (o society’s
benefit™ But the point is that society has gotten this benefit undeserv-
edlvit has not organized its relations with public managers to demand.
expect. reward, or value such efforts. Inevitably. then, society gets fewer
such contributions than it would if it organized itself to expeet or de-
mand or simphy allow them.

Strategic Management in the Public Sector

Thereis a different and more useful way 1o think about the role of public
sector managers: one that is closer (but by no means identical) to the
image socicty has of managers in the private sector. In this view public
managers are seen as explorers who. with others. seek (o discover, define.
and produce public value. Tnstead of simply devising the means for
achieving mandated purpaoses. they become important agents in helping
to discover and define what would be valuable to do. Instead of being
responsible only for Luaranteeing continuity, they become important in-
navators in changing what public organizations do and how they doit,

In short.in this view, public managers become strategists rather than
technicians.™ Thev look our (o the value of what thev are producing as
wellas dowrn tothe ctficacy and propricty of their means. They engage the
politics surrounding their organization to help define public value as well
as engineer how their organizations opcrate. They anticipate a world of
political conflict and changing technologies that requires them to reengj-
neer their organizations often instead ol expecting a stable harmony that
allows them to perfect their current operations.™ In such a world (he
librarian’s ruminations about how to usc the library to meet the needs of
latchkey chitdren would be viewed as a potentially valuable asset rather
than as the dangerous thoughts of an empire-building bureaucrat,

The principal reason 1o worry about this alternative conception, of
course.is that it threatens precisely what the familiar. traditional concep-
tion was designed to avoid—namelyv. the domination of the democratic
political process by self-serving or misguided burcaucrats.” The tradi-
tional view has the problem. however. of not only suppressing some
potentially uscful contributions by public sector managers but also fail-
ing to debiver on its promise to proteet the political process from bureau-
cratic influence in the firse place.

Indeed. almost as soon as the traditional doctrine was developed if
heean to be undermined by determined scholarship showing that main-
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taining a rigorous distinction between pnlicy and :\dmimslruu}m \lvuf
both t‘he()rckfica]]'\' and practically impossible.* In 1h<,t<>ry. .l h’c .011}?(;: ()?:
view discouraged burcaucrats from exercising much 1111;@1];111}(;(11‘ d] ,(m,
the proper purposes of government and prc-vcnlcd lhcn? !“rm‘n‘ lii 1]111(1', ;\11(1)_\!
responsibility for defining them. In prncn'cc. the docn‘mu~ (_f()l] by
prevent unclected public managers from dmng both. Rcs(mvru“u p} LIt
officials. with agendas of their own. routinelv Io_und covgrl Wavs Lo s m}x)
the government’s conceptions of the public mtcrcsy“ l\r’lorcuchr."lE
covert nature of their influenee turned out to be parlngulurly pgrmufxu_s
because it frustrated accountability and turned those involved into cor-
= & i '-:.3-1

‘um;da\?SQS‘];;ti\fc approach to controlling manug‘cria'l 4inﬂucncc woul({gf
to recognize 1ts potential utilitv. as well as ingwt;nhlhly, and to provi 'u
more formal channels through which managerial ideas abouwt ()pp’()riturlu:
ties to create public value could be properly cxprcsscd. It wn\u‘ld f\lsohlwic‘
important to teach public managers how to search !mv and LLL“.TL p[l[l m:
value more properly and effectively 1he1j l,h’c:v now do. : l:u \4 (_ (I “
would help society make a virtue of ncccssu'l_\n I]{]cy vwould a ;\r‘m‘»? T 2
to have the benefit of the experience and imagination of pub IL‘ «\L(c“( ‘
managers without having to viceld to their particular C()HCCPII()‘IIS ol 'lf.
publi;‘ interest. And it is this piece of work that h-us m)l\'\‘cl h-L.L,n I( onc.
Having forever undermined the traditional doctrines of |.mlwlnu‘.’u1nlumt~
stratio:L we have not vet carefully constructed an alternative idea abou
how public managers should think and act.

AN ALTERNATIVE APPROACH
TO PuBLIC ADMINISTRATION
That is the basic purpose of this book: to work out a c«mccplum\loi h]olw
public managers like the town librarian could hccpmc mot ‘hn\ P u‘ |'(T
society in searching out and exploiting Opp()rlvumllcs (o %‘lC(l{L"!)‘lll\v? l((;
value. It is predicated on the judgment thqt society y?ccds \z-ll‘“%:?k. m;
imaginations (and associated technical skills) from ”ir}lhhs \LIL m‘ L‘h
ceutives no less than from its private sector managers.” To develop suc
a conception, | take the following slcpg . T
In Chapter 2. 1 discuss the aim of managerial work in c [(wl hie
sector. | argue that managers should seck “to pmducg public va ]:lt. '
Because that is an abstract concept. | then offer some |QC;\3 zflh(v»ul” lm\
managers should reckon the public value of the gqtcrpnscx lf‘lC_\"l 1(;(,
Th;s. it predictably turns out, is no small task. There are m\(m‘\ di lchrw
ent standards for measuring public value. and nonc alone s up to the

MANAGERIAL IMAGINATION




task. For example. both democratic theory and practical concerns would
focus attention on how satisfied clected overseers of the enterprise
seemed to be with the organization's performance. Alternatively. using
the techniques of program evaluation. a manager could determine
whether. and how efficiently. the organization achieved its (politically
mandated but analvtically defined) substantive purposes. Or. using the
techniques of benetit-cost analvsis. we could estimate how much value
individual bencficiaries of the enterprise gained relative to the price that
those who supported the enterprise had to pav.* Finally. capitalizing on
some Joose analogies with private sector management, and aligning
ourselves with the current enthusiasm for “customer-driven govern-
ment.” we could estimate the value of the organization by gauging the
satisfaction of those who interacted with the organization as clients or
customers, ™

Arguably. cach of these standards has some basis for helping manag-
ers (and the rest of us citizens) determine the value of public enterprises.
But the different standards are not necessarily consistent with one an-
other.and cach of these methods has its own weaknesses.

Despite the difficulties, some important observations can be made to
orient public managers toward their task. Not the least of these is that it
is always worth asking the question. Indeed., continually questioning the
value of public enterprises is one of the things that can help managers
become purposeful and creative in their work for our collective benefit.

Because public managers must ultimatelv act on some theory of pub-
hie value. Chapter 3 develops a practical method for cnvisioning value in
particular ecircumstances. The method adapts the concept of corporate
strategy from the private sector to the special circumstances of the public
seetor.™ 1 argue that a useful. conditional conception of public value can
be envisioned by public managers if they integrate: (1) substantive judg-
ments of what would be valuable and ceffective: (2) a diagnosis of politi-
cal expectations: and (3) hard-headed caleulations of what is operation-
ally feasible.* In short. in envisioning public value, managers must find
a way to integrate politics, substance. and administration.

A strategic triangle can help us conceptualize this basic argument.
This image focuses managerial attention on the three key questions
managers must answer in testing the adequacy of their vision of organ-
izational purpose: whether the purpose is publicly valuable. whether it
will be politically and legally supported. and whether it is administra-
tivelv and operationally feasible.

The triangle also serves as a device for reminding managers of the key
functions and tasks that they will have to perform to help them define
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and realize their vision. Specifically. it highligh.ls three diffcr;:l as’pc’cls
of their job: (1) judging the valuc of thcir‘imagmcd pu‘rp()sc:.(‘f_) ’m‘a'nldg-l
ing upward. toward politics. to invest their purpose Wn,h Icg‘,[,,mi]:f\ ‘.i’ﬂ((
support: and (3) managing downward. t(?wrard improving ll‘l%)()]‘g,dl'lll/d-
tion's capabilitics for achieving the desired purposes. These. i turn.
become the focus of subsequent chapters in the b()()k.v R
Chapters 4 and 5 explore the function and ICChn-quCS ol P.Ollmf;;]
management—the part of strategic management that is %‘()‘1%Ltl]b(|‘\\:‘,,~]
managing upward. toward politics. In (‘,hap.tcr 4.1 cxp‘lznAn wh_x 1p;]) lII:L‘d)
management is an important part of a public manager 's:|oh anc 0\? (l
diagnose political environments. Managers must -mthhzc s%lpp(‘,»rt anc‘
rcs:)urccs for the organizations they lead while enlisting the aid o‘! others
beyond their organizational boundaries who can help lh‘c“m llC‘th\’C th_g
substantive results for which they are held uccounl;\h‘lc;" .m Chapter 5.
I characterize five different approaches to the tasks of political manage-
ment including entreprencurial advocacy* the management Qf ];n'hc_\l'
development.*' negotiation** public dclibgr:utmn and lcadcrshm: ‘ (\n.av
public sector marketing.* Because the political mzmagcmcnl leﬂcl]f)ﬂ IS
the part of the manager’s job that is mnﬁt thrcatcnmg to (lcm()%rél‘llgl,
values. T give special attention to the question of what is proper. as we
as to what is effective.® . o
Chapters 6 and 7 focus on the parts of strnlcglc‘managgmc.nt lh‘tt fm.
concerned with managing downward. toward onc’s (;)rgummt-l‘nn. (,h‘d;‘,w:
ter 6 presents a framework to be used in zmalyn.ng the ]i“)d,MIIS ‘
produced by public sector organizations, the prg(luulmn process .ll’ml‘l‘ n'
organization is relying on. and the ways in Wh-ICh tha} process 1§ JP:un‘g
sh;iped and guided by the organization’s adminmistrative xys.tcms‘ ' BL]
cause the concept of strategic management assumes a changing politica
and task environment. I emphasize the techniques thrn. managers use t?,
innovate and to encourage continued innovation in their organfzzm(ms: ‘
Thus. Chapter 7 explores the techniques lhli‘l managers use to introduce
strategically important innovations into their orgamzzm.ons. . o
Fin;llv. in Chapter 8. 1 return to the questions raised in this .tlrstl
chapter: namely. what sort of consciousness or lcmpcrflmcnl s |'cqu¥1rt;;
of public sector managers if they are to be succcsslu]‘m managing bo !
effectively and democraticallv? 1 contend that puh‘llc managers musl.
make ethical commitments and cultivate psychol(?glca] stances if they
are to succeed (or gain virtue) as public managers.™ .
Before we get to matters of technique and finally vmucj Im\fvcvcr. we
must consider the crucial matter of public value. the topic of the next
chapter.
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DEFINING PUBLIC VALUE

On the day he was appointed. the sanitation commissioner drove
through the city.! Everywhere he saw signs of public and private negleet.
Trash barrcls left too long at the curb were now overflowing. Back allevs
hid huge. overflowing bins that had never made it to the curbs. Emptied
bins were ringed by trash spilled during the emptving. In the poorer
sections of town, rats scurricd among the cans.

Perhaps because he was newly appointed. the commissioner felt his
public accountability quite keenly. The city spent a great deal of moneyv
each year to sustain the organization’s activities. Hundreds of emplovees
earned their pay and made their careers in his organization. and scores
of trucks were garaged. maintained. and deploved under his supervision.
Most important. millions of pcople relied on his organization to keep the
city clean and healthy.,

Happily. as he drove through the city, he saw evidence of his or-
ganization at work. Huge trucks. painted in distinctive colors. rumbled
by, trailed by sanitation workers who tipped garbage pails into their
gaping maws. Street-cleaning machines trundled along the gutters in
the wake of the tow trucks that removed illegally parked cars from
their path. An occasional street sweeper appeared with broom and
dustbin, emptying the cans that had been set out to hold the pubhc's
litter.

Still. he could not help thinking that his organization could do more,
As the newly appointed commissioner. he wanted (o make a Jifference.
He wanted his organization to have an impact on the conditions he could




see around him. He wanted to create value for the citizens of the city
But how? B

The question seemed particularly urgent because the newly elected
mayor had asked him to define and set out his management (;biectives
for the Department of Sanitation. As part of that sfrzllcgic plAan. the
mavor wanted to know whether it would be advisable to privatize some
or all of the operations of (he Department of Sanitation.

THE AIM oF MANAGERIAL WORK

The sanitation commissioner is a manager at work. The question is: At
work on what? Wha is the point of his efforts?

We know the aim of managerial work in the private sector: to make
money for the sharcholders of the firm.2 Morcover, we know the wavs in
}x’hlch that goal can be achieved: by producing products (including serv-
1ces) that can be sold (o customers at prices that earn revenues ab(;vé the
costs of production.’ And we know how managerial accomplishments
can be gauged: through financial measures of profit and loss and changes
i the firm’s stock price 1f private managers can conceive and maké
products that carn profits. and if the companies they fead can do this
continually over time. then a strong presumption is eétablished that the
managers have created value.®

In the public sector. the overal] aim of managerial work seems less
clears what managers need to do to produce valu;’ far more amhiguou‘%“
and how to measure whether value has been created far more difﬁcul‘t.‘
Yet. to develop a theory of how public managers should behave. one
must resolve these basic issues. Without knowing the point of manage-
r.ml \fvnrk. we cannot determine whether any parﬁcular managerial ac-
tion s good or bad. Public management is. after all. a normative as well
as technical enterprise.

. As astarting point, fet me propose a simple idea: the aim of manage-
rial work in the public sector is to create public value just as the aim&ot'
managerial work in the private sector is to create privﬁlv value.

A This simple idea is often grected with indignation—even outrage. A
liberal society like ours tends to view government as an "unpr()dlzclivc
sector.™ In this view government cannot create value. At best, it is a
necessary evilza kind of referce that sets out the rules within which a civil
society and a market Leonomy can operate successfullv. or an institution
llm'l Vti.lla‘ in some of the gaps in free market Capilz;lism. While such
activitics may be necessary. they can hardly be viewed as value creating,
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Government as a Value-Creating Sector

But this view denies a reality that public managers experience daily.
From their perspective it is government. acting through its managers.
that shields the country from foreign enemies. keeps the strects safe and
clean, educates the children, and insulates citizens from many man-made
and natural disasters that have impoverished the lives of previous hu-
man gencrations. To them it seems obvious that government creates
value for the society. That is the whole point of their work,

Of course, this account is not entirely satisfactory: it looks only at the

benefits of governmental activity, not at the costs. In reality publicnﬁ/ﬁ’
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managers cannot produce the desirable results without using resources M{\f

that have value in alternative uses. To keep the streets clean: to insulate
the disadvantaged from the ravages of poverty. ignorance. and jobless-
ness; even to collect the taxes that society has agreed are owed. public
managers must have money to purchase equipment. pav their workers,
and provide mandated benefits to clients. The money thev usc is raised
through the coercive power of taxation. That money is lost to other
uses—oprincipally. private consumption. That loss must be laid against
the putative benefits of public enterprises.

Moreover, to achieve their goals. public managers often use a resource
other than moncy{thc_v use the authority of the state to compel individu-
als to contribute directly to the achicvement of public objectives.MLitter-
ers are fined to help keep the cities clean: welfare recipients are some-
times obliged to find work: and cvery citizen is made to feel the weight of
the obligation to pay taxes to help the society achieve its collective goals.”

In a society that celebrates private consumption more than the
achievement of collective goals, values individual fiberty greatlv.and sees
private entrepreneurship as a far more important engine of social and
economic development than governmental effort. the resources required
by public managers are only grudgingly surrendered. So. it is not enough
to say that public managers create results that are valued: they must he
able to show that the results obtained are worth the cost of private con-
sumption and unrestrained liberty forgone in producing the desirable re-
sults. Only then can we be sure that some public value has been created.

The Political Marketplace: “We Citizens™
as a Collective Consunier

But to whom should such a demonstration be made? And how coukd
anyonc know whether the demonstration is convincing?
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Inthe private sector these kev questions are answered when individual
consumers stake their hard-carned cash on the purchase of a product. and
when the price paid exceeds the costs of making what is sold. These facts
establish the presumptive value of the enterprise. If individuals do not
value the products or service enough to pay for them. they will not buy
themzand if they do not buy them. the goods will not be produced.®

In the public sector. however, the moneyv used to finance value-
creating enterprises is not derived from the individual. voluntary choices
of consumers. T comes (o public enterprises through the coercive power
of taxation N is precisely that fact that creates a problem in valuing
the activities of government (at least from one point of view).!

The problem (from this point of view) is that the use of the state’s
coercive power undermines “consumer sovereignty”—the crucial link
between the individual judgments of value on the one hand and control
over what is to be produced on the other. which provides the normative
ustification for private sector enterprises." The coercion blots out the
opportunity for individuals to express their individual preferences and
to have those preferences control what is to be produced. Because
individuals do not choose individually to purchase or contribute to dis-
crete governmental activities, we cannot be sure that they want what the
government supphes. And if we cannot be sure that individuals want
what the government produces. then, bv some reckoning at least.!we
cannot be sure that the government produces anvthing of value.

What this account overlooks. however. is that the resources made
available to public scetor managers are made through a process of volun-
tary choice—namely. the process of representative government. To be
sureimndividual, voluntary choice does not control this svstem. But the
nstitutions and processes of representative democracy come as close as
We now can to creating the conditions under which individuals can volun-
tarily assemble and decide collectively what they would like (o achieve
together without sacrificing their individual desires. 1t is the only way we
know how to create a “we™ from a collection of free individuals." That
“wein turn, can decide to make common cause. 1o Taise resources, and
to organize 1o achieve its goals—all the activities that go into the policy-
making and implementation rales associated with government.

Indeed. it is the explicit recognition of the power of politics to cstab-
lish normatively compelling collective purposes that makes legislative
and political mandates central to traditional conceptions of public ad-

ministration. Those legislative mandates properly guide public sector
production specifically hecause they define collective aspirations. The
colleetive aspirations, in urn. establish a presumption of public value as
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strong as the presumption of private value created by m;\rkcl mecha-
nisms—at least if they can be achieved within the terms of the mzmdntc.
So. we should evaluate the efforts of public sector managers notin the
cconomic marketplace of individual consumers hpl in the p()h'txcnl mar-
ketplace of citizens and the collective decisions of representative demo-

cratic institutions.'? o o
Precisely to make such demonstrations the sanitation mmmlssmnet
prepares a plan to present to the newly clc'clcd mayor. In d(jl’ng' 50. h‘g
tries to satisfv representatives of the public that his nrg;lm/,:«\‘tm.l‘]”rl::
Sp()nds to the public’s aspirations. Once he presents the pIm‘L’ he ml . (.
accountable for producing measures (o show \thal the goals and objec-
tives of the plan have. in fact, been achieved ™ . -
The claim that public managers can presume that |v\x[wllc valu% s
created if they meet the test of the political murkclpluccils ulis*o ol'tcn
sgreeted by derision. We have all become painfully awgre ol the !,(‘)”'\j d~n,k1
Eorrupli(m that can beset the deliberations and choices of representative
cratic institutions.
dml]’t:crtzii(l:‘if];npub]ic managers. however. have no %‘Imicc hql to l\rusl (at
Jeast to some degree) in the normative power of tlw'prdcrcm.cjs th}at\
emerge from the representative processes. 'I"h.osc choices cslabhsh 1:]1-L
justiﬁkcati(m for managerial action in the publlc" sector. Bccuusc\ F)u 1(1?
‘managcrs spend public resources in the enterprises tht{y,l(f’d. .th"\i mu
act as though a coherent and normatively CompclllAng we ‘CX‘ISIL( cven
if thev have their doubts. Otherwise. their enterprises arce ill-founded.

DIFFERENT STANDARDS
FOR RECKONING PUBLIC VALUE
Reconciling the tension between the desire to have democratic pohucs
determine what is worth producing in the public sector :m-d lh‘c rc_co‘gm—.
tion that democratic politics is vulnerable to corruption o‘lk various kmd?
has been the persistent challenge to those Who‘would offer a thcpry o
public management in a democracy.”” Over time. we have rc‘hcd on
different concepts as standards for defining managerial purposes.

Achieving Mandated Objectives
Efficiently and Effectively
For most of our recent history, the predominant C(?ywccpll<)n has hcezl1
that public managers should work to achieve the legistatively mf"md'ate]
poals and objectives of their organizations as cfficientlv and effectively
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as thev can™ Thus, the

sanitation commissioner's Job is to clean the
streets as efficiently and effectively as possible.

Itis quite casy (o agree with this conception. Yet. reflection reveals
an important feature of this common standard that is often overlooked
or taken for granted: namely. this standard establishes the pree
of political.-- primarily legislative—processes in determining what s
valuable for (he public seetor o produce. To those who value politics as
away of creating a collective will, and who see democratic politics as the
bestanswer we have to the problem of reconciling individual and collec-
tve interests, it is hardly surprising that the political process would be
allowed to determine what is worth producing with public resources.!”
No other procedure is consistent with the principles of democracy.

But to those who distrust the integrity or utility of political processes,
the idea that public value would be defined politically is a little hard to
stomach. They have seen too much corruption to trust the determination
of public value 1o political processes, At a minimum these critics want
assurances that the political process is a principled one that accepts the
proper imits of governmental action or meets some minimal standards
ol fairness and competence in the deliberations that produce the man-
dates 1 Alternatively, they would prefer some more objective ways of
ascertaining the value of public sector enterprises and some platform for
confronting political processes with this objective information, "

minence

Politically Newtral Competence
At the turn of the century Woodrow Wilson offered
politics from administration and perfect each activity
Thus. public administrators were 1o imagine
came to them in the form of coherent, well-defined policies. As the
hard-won products of intense political processes, the policies would have
all the moral weight that effective democratic politics could give them,
Given this accomplishment of politics, public administrators could
then safely turn their attention to finding the most efficient and effective
way to achieve the mandated purposes. To meet these responsibilities,
the public administrators were assumed to have knowledge about both
the substance of the fields in which they were operating and the arts of
administration,” By knowing what could he produced and how organi-
zations could be made to produce what was desirable public administra-
tors carned their keep.
However, this traditional conception failed to consider what would
happen if the political reality fell short of the ideat,

asolution: separate
in its own sphere 2
that political mandates

Often. political
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mandates came loaded down with special imcrcxls.th‘al were 1{1z1rd 1,0
reconcile with the desire to guard the general public interest. Other
times, managers reccived incoherent mandates: .lh'cy were Cxpccrcdhlf)
produce several different things that were incnnslstcm with one z.n‘u\)l' Lr
and were given no useful instructions about \’\'hl(ih goals szzj (\)b]]uu]\ th
should take precedence over others wh.cn conflicts am"sc:l ’Slt:l‘ ()E:::
times. political mandates shifted in arbitrary and Llnprcsllsl‘l u\:;\h
destroying investments and draining rp()mcnlum lhil‘l'}‘h) h}plru‘l(‘ ““
been built up and would be needed again once the political balance was

» its original position o V
reslt;;rc?r(]Jguthtis p()gliticalprca]ily. even Wilsonian pghlic mernan‘r'a‘l‘(;Irs
sometimes found it necessary to challenge the wmdpm f)i po i l(.()jr']‘]
expressed policy mandates. They diq so on the basis ‘ol Vl]:l(.]l]“ n‘u ‘Li_
obligations to defend the general puhllp mlcrc.sl at?d prcsc.rw‘ ll:‘c‘mtr?v )
nuit;l of important public enterprises.® In thcxr.mmds their substan :hc
and-administralivc expertise gave them the rlghkt to stand up u‘) c
misguided vagaries of politics. In the pantheon of hurgzmcmm Ihums
Ihc}mage of a civil servant who challenged ha‘dl_v motl\*u»tcd po muffmls
to defcr;d the long-term public interest stands right alongside the dutiful.

3 e 1. .

rcsgzrclzwrccjf::; this sort of hureaucratic resistance (o p()lincz‘\l Yma{n:
dates could not stand in a democracy such as ours. Ind‘ccd. (f ,Imf)\nll:
target of our populist politics is the burcaucratic mandarin. As ii TLSL)] ‘.
mul‘h of this bureaucratic resistance went undc.rgr()LlnL.I."lt b.hcfm“.L‘d
covert but legitimate rationale for bureaucrats of afl p()lmc:nl strl;)gs‘h()
conduct guerrilla warfare against political demands to'r change o:( d]?
grounds ;hat the politicians were ill-informed. short-sighted. or hadly
;nmivalcd.

Analvtic Techniques for Assessing Public Value

Yet politics. too. is mistrusted in our pnlilical cu]lure, un_d‘ st)(?n 'il 22(\;
platform for disciplining and rationalizing dcrpocra!lc p()ht"? c\;/n}:n g
This new platform was established on a ncw'kmd of expertise. ] ‘U,L:_
the traditional theory of public administration zicknf\w']cdged the su‘d
stantive and administrative cxpertise of profcss;nna]s ‘(dcvclllol}'n

through professional experience and cduc;?tmn). thc; ncyv t.t(jrmu (\1;21
held that special analvtic techniques. drawn from l]w.hcl.ds 0' ccm’m]: .
statistics. and operations rescarch, conld be used ob|'ccl|vc]y loh iu:l,ub,c‘”:
advance—or to learn after the fact—whether puljhc cnlcrpnsu \\f_rc
valuable or not. 2 The new techniques included poliey analysis. program
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T\zilnxmnn. cost-effectiveness analvsis. and benetit-cost analvsis. Re
OTCTS ) 5 ¢ Of S 1 _
mers hoped that use of these techniques could infuse policy delibera-

tons with obsjective facts about the extent to which proposed initiative
could be expected 1o work and the extent to which the é0;l< of "“"‘“S
mcm cttorts could be justified by general benetits to qocici\f: e
Fhere 1 much to be said about whether these Icchniqués: have lived
up m. their promise - much more than can be said here Fr;)m(lhc ’L
spective ol someonce analvzing their overall impact ()n.po]icv-nulkri);r~
onc can fairly sav that the techniques are neither routinely used J
?n\'urmhlx powertal when thev are. Still. they have succeeded iﬁ *hi e
ing the politicat discourse about govcrnmc;llﬂ] programs ThC\L’ }‘1]”’2-
mereased the appetite of the political process for I’z\c{—hasc;‘;i argur ‘d\tL‘
;)hfmt the extent to which povernment programs achic{fe [f(] it »ntm,s
objectives or serve the general interest 2 | ) ‘ e
I‘n discussing the utility of these techniques to managers™ effort
define and measure the value of what they are achie;iné h()ivrc:fcm
three pmnls“ seem kev. First. for reasons that are not cntiréiv ohviou:
lhcsg technigues seem 1o be more valuable in estimating the value uf
p:n'l.u'ulz\x‘r programs or policies than the overall value ()E’ an or"mi ¢
tions efforts. One reason. T suspect. is that to deploy these tcchgr;i Zdj
successtully! manaecers must have narrowlv specified <')hiccii\'c9 "nndqum
rm\l'l_\ x\pvcglliul means for achieving the ;)hicclivcs. Shcciﬁc ;>l;ieclri]\"qcr;
and specthe means are precisely w ine » :
Pr()gr[”:;gu meansare precisely what define governmental policies and
In contrast, sm areanization is rarcly easily conceptualized as a single
program or pohev. Often. organizations ii{c<)rp()ralc huﬁdle% (of ;
grams and policies. The different programs and policies may hA'\v“ bp> (‘)_
c<;11|1lm1|cd toachieye some larger coherent purpose. but ‘lhe(zichiﬁcx't‘lnﬁccr:
ol that Lirger purpose is often exceedinely di
harder to :nlrilhullc to the ::\t?r:rlt(’;;i]::ﬁ]gn(ilf)r:c:l[m 218 orel a'nd ion,
| : . ny single organization
, Iemay also be important that, as alreadv mcnlioncdjpuh]i} organiz V
tions have some kind of capital value rooted in their ability to '1d:(t a ‘ad’
mvccl new tasks and challenges. To the extent that they do. an c:\"itlgat(i:
ot lvhc‘nr performance i cxisting tasks and programs 'wou‘]d n(»t‘m { .
their full benetit 1o the society. In any case, use of these techni e 'urc
cvulp;nlc programs and policies has been far more corﬁmon lha(:]ufl: ‘[’0
usc‘ln assessing the overall value produced by public organizations "
§cc<>m.l. we should distinguish between the use of these tcclhni uc t
c.slmm.lc i advance of action whether a particular g()vérnmcnlw?' : ;
tve will prove valuable or not and the use of these techni uc; alf?] Y
program has heen tried to determine whether it was succe?’;fu‘l P(jircj'
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analysis often focuses on the first, program evaluation on the second.
The distinction is particularly important when one uses comparisons
with private sector management to offer guidance to public sector man-
agers about how they could better reckon the value of their enterprises.

As noted above. the private scctor seems to have a far more reliable
way of measuring the value of its production than the pubhic scctor. The
revenues and profits carned from sclling particular products and serv-
ices—that is. the famed bottom line— provides a direct measure of a
private sector enterprise’s suceess. What is interesting ahout profitabil-
itv. however. is that it measures what happened in the past. That piece
of information is taken very seriously in the private sector, party be-
causc it can be used to hold managers accountable and give them meen-
tives for performance. but also because it gives privite sector managers
an advantage in thinking about the future. Indeed. many private sector
firms have been advised to reduce their reliance on strategic planning
efforts designed to produce more accurate predictions about the future
and. instead. to rely on their ability to react quickly o the market
conditions thev encounter through their current operations,

Thus. the lesson from the private sector seems to be that it is ex-
tremely valuable to develop accurate information about performance in
the past rather than concentrate all one’s efforts on guessing ahout the
future. To the extent this is true. it follows lh;nfpuhlic sector agencies
should be focusing more on program evaluation and less on policy
analysis }My impression, however. is that they do the opposite. This is
unfortunate. for the inconsistent attention given to program cvaluation
deprives the public sector of the kind of accountability. incentives for
action. and capacity to react quickly that the private sector has gained
by paving close attention to its bottom line.

Third. we need to look at what sorts of preferences public enterprises
are designed to satistv.rMost often. analytic techniques are presented as
though they were all useful tools designed to help government Jearn
whether its efforts are valuable or not. Among them. bencfit-cost analyv-
sis is usually presented as the superior technique. the one that is most
general and most reliably linked to value, The only reason not to relv on
benefit-cost analyses is that they are more difficult e complete. Thus.
program evaluation and cost-cffectiveness analysis arc presented as
poor second cousins to benetit-cost analysis.

Yet | see an important conceptual distinction among the techniques
and would argue that for most public purposes. program cvaluation
and cost-effectiveness analysis are the conceptually as well as practically
superior approaches. Benefit-cost analysis. taking euidance from the
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principles of welfare economics, assumes that public sector activities
should be valued by individuals sizing up the (’positi;e orr SC“‘V{“eS
consequences for them as individuals? In contrast \the ’techniegd‘uvez
program evaluation and cost-effectiveness analvsis.ﬁnd their %tc;ucds Od
of value not in the way that individuals value the consequ;:ncnesmf
g(‘)\tcrnmc‘r\l policy but instead in terms of how well thf; rogr o
policy achieves particular objectives set by the government lpt igfa;n "
program evaluation measures how well the pkrooram achieie .'l h'US.
:ﬁndcld[ptllrposcs. and those purposes are int‘crredbfrom the lanegsu;;elg;
¢ statutes or policies that authorized it. Cost- i alysi
mcasurcﬁ how well a particular g()vemmenta?::fi)ifiii::'zzn\i'?tshand‘lyfls
l(? a particular set of purposes that had been defined for that qrte'sp?d
[L;]f{(>1;1~—;;.r()hah]y; with the help of professionals who could helgtor()l\f«l;rzT
[i::ne‘r::“mymdkus define what constituted a valuable kind ot‘b“effec—
!11 short, both program evaluation and cost-effectiveness lysi
define p}xb]ic value in terms of collectively defined <)b'ec;;' o 15'5
cmerge trom a process of collective dccisionirnaking whejreaswlfs [fal
cor?‘t analysis defines value in terms of what individu;qls desire w?tr;le e
relcrcincc to any collective decision-making process ‘Thek reli l 0“;
hcnchtjcost analysis on pure individual preférences 19 of cours:'nieho
;}lz(l)lifs‘ith:cior}?cplug]]):l}peri()r approach to welfare eclmomistg B:t 133
s¢ who believe in the capacity ¢ i 5 bl
articulate collective nspimtizn‘ avnc;fVShI:)O'[::lclilvgrt(});ct%thtl(: ‘?Tl?:I'Sh a“
a.ppropriarc guide to public action, program evaluation a;wdlsc te TfOSt
tiveness analysis scem the better techniques precisely because tol:e'veloi)ckr

«iwv:] » M v x S > A
away {rom mfjwuirurtrx;lﬁp‘rcit:‘rcncciiirligp\\'zlrd collectively established

purposes. ' T

Focusing on Customer Service
and Client Satisfaction
Mo CCe J Sti 1 ini .
[re rcctg;]tly still. public administrators have developed a new con
ception of how to gauge the v i ’ 7
gaug ‘alue of their enterprises: b i
the private sector. they hav o1 of eustomer oo
ate s - they have embraced the
: \ : oal of custom vice
the ‘ they ha mbr g s er service,
Sﬂﬂ.\:()r:?rrnltgfd lt]humc]\es to linding the value of their efforts in the
satistaction of their “customers.™ This i ort
S S. his idea has some i i
o e ! S s mmportant vir-
es. Insofar as it encourages government managers to think about the

uality ~ 7 et .
quality of the interactions that government agencies have with citizens

wh C cr i
om they encounter as clients, and to make those encounters mo
s re

satisfactory. much good will come of adopting this perspective. We have
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all had our fill of rude burcaucrats and badly designed governmental
operations and procedures.

Yet. this idea. too. has flaws. It is by no means clear who the customers
of a government agency are. One naturally assumes that thev are the cli-
ents of government organizations—the citizens the organization encoun-
ters at its “business end” through individual encounters or transactions.

Insofar as government provides services and bencfits to citizens, that
model seems to work fairly well. But government is not simply a service
provider. Often it is in the business of imposing obligations, not provid-
ing services.™ This is true for police departments. environmental protce-
tion agencies. commissions against discrimination. and tax collectors
among others. These organizations meet individual clients not as service
providers but as representatives of the state obliging clients to absorb a
loss on behalf of the society at large.

Of course, it may be valuable for regulatory and law enforcement
organizations to think of the citizens whom they regulate as customers
and to design their “obligation encounters™ with as much care as “service
encounters” now are.”! Nevertheless. it is unreasonable to imagine that
regulatory and enforcement agencies find their justification in the satis-
factions of those whom they compel to contribute to public purposes.
More likely, the justification comes from the generally attractive conse-
quences for others of imposing particular obligations on a few. Moreover.
there may be many others than those obliged who are interested in the
justice or fairness with which the obligations are imposed. the Tairness
they would wish for themselves if they were similarly obliged.

The point is important because it reminds us that service-providing
agencies, too, are judged and evaluated by citizens as well as by those
who are clients of the organization. Consider welfare departments. for
example. In evaluating the performance of the welfare department, we
need to know how clients feel about the services they receive. But we
cannot rely on their evaluation as the only or even the most important
way of judging the value of the services provided. Citizens and their
representatives want to be sure that the total cost of the program re-
mains low. that no one steals from the program (even if it costs more to

prevent the stealing than would have been tost if the stealing occurred).
and even that the clients experience some degree of stigmatization in
enrolling in the welfare program (to mark the distinction between those
who can be independent and those who must rely on the state).
In short, it is important to distinguish the evaluation that citizens and
their representatives give to governmental activities from the evaluation
that would be given by cfients. The arrested offender is not in a particu-
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lz-ir]y goad position 1o judge the value of the police
tons. And the welfare client might not be ¢
of government operations is

A department’s opera-
ither. The ultimate consumer
_ rRment not the individuals who are served or
obliged in individual encounters (the clients of the enter rise) but citi
zens and their representatives in government who havepm;)re chI ]i
ideas about how a police department should be organized or \g’vel;:ra
support delivered. They decide what is worth prodﬁciné in the l?lr'e
sector. and their values ultimately matter in judging wheth Nem.
mental program is valuable or not. ‘ ) oo
llT the end none of the concepts of “politically neutr
“policy analysis™ and “program evaluation.” or :‘cuctomer service™ ¢
finally banish politics from its preeminent place ;n definin Weh :3".“
vé?luahlf‘ to praduce in the public sector. Politics remains the ﬁngal arli]‘t :S
of puhhc value just as private consumption decisi()ns\remain the ﬁ] L?
arbiter (')f private value. Public managers can procced only by ﬁndinna
way to mprove politics and to make it a firmer guide as to wh tg'a
publicly valuable. That is why political management must l;c art fa .
cm}@cpli(m ot what public managers should Ei().“ T
To see how these general considerations might
and calculations of public sector manage )
faced by the sanitation commissioner |
How ought he to think about the que
for whom, and how?

al competence.”

affect the perceptions
rs. let us return to the problem
at the beginning of the chapter.
stion of what value he is creating,

MunNiIciPAL SANITATION: AN EXAMPLE

I.hc sszlalion commssioner has inherited a public enterprise. Asset
(in the I‘orm of tax dollars, public authority. buildings truck; .anci>ths
cumulative experience of his nrganization)yhave hee; t‘enlrmt‘c‘d to hi .
l<') z'xL.‘comp]ish more or less well-defined public purposes. It iq‘his res o
Sl.l‘rlhl'\’ for the deplovment of these publicly provided z;;wt; th;al nl1pl(<m-
hm? a public manager. At the time he takes office thg a%sets ar‘{l o
cnllrcly fungible: thev are already committed to p‘articu]\a‘r r\nodc nott
operation determined by the organization's traditfohs st erat
g procedures. and technologies. ™ h
- ?hc current operations produce a particular set of consequences
Citizen groups. the media, city councillors, and the mavyor clue}er around
the enterprise. continually offering advice about how the a%ets should
be redeployed—including the recommendation that the r;elsoﬁrcesube

returned to private individuals or spent to support private enterprise
rather than public burcaucracies. P

andard operat-
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Partly because the purposes are defined generally rather than
specifically. partly because overseers of the enterprise disagree about
what should be done, and partly because the managers themselves are
viewed as experts in defining and solving the problems that the society
faces. the sanitation commissioner has some discretion in hoth propos-
ing and deciding how the assets should be deployed. ™ His problem. then.
is to judge in what particular ways the assets entrusted to him could be
redeployed to increasc the value of the enterprise for which he is (tem-
porarily) responsible.®

The Product of Garbage Collection

At the outset, simple inspection of departmental operations secems (o
reveal what value is being produced: the department makes the city’s
houses. streets, and allevways cleaner than they otherwise would be. But
this observation triggers another question: why are such conscquences
valuable? Once this question arises, the analysis departs from observa-
tions of physical events and enters the realm of assertion about what
citizens do {or perhaps should) value.

Note that this issue would not come up if garbage collection services
were sold in the market. Then. the value that citizens attached to clean
streets would be manifest in their willingness to buy the service. Itis only
when tax dollars finance the activity that the manager responsible for
deploying this asset must give a general, politically acceptable answer to
the question of why the service is valuable. The public financing of the
activity breaks the link between individual desires (expressed through
an individual's willingness to spend his or her own moncev) and the
product that is delivered. It not only raises doubts about individual
citizens” desires for the service {and therefore its value). but also makes
it necessary to explain the value of the enterprise in terms that would be
satisfactory to the community as a whole (not just to the beneficiaries of
the service).

The necessity of giving a gencral. politically acceptable answer—of
acting as though there were a collective consumer with well-defined
preferences for social conditions brought about by public cnterprises—is
the central intellectual problem in defining the value of governmental
activities. However difficult the dilemma on a theoretical level, as a
practical matter. the political system resolves this issue every day by
authorizing public managers to spend public resources.

The authorizations are usually justitied by an account-—or a story—of
the value of the enterprises.”” To be useful. the account must appeal not

DEFINING PUBLIC VALUE




fust to individuals in their role as clients and beneficiaries of clean streets
but. in addition. to the community at large—more precisely. to individu-
als in their role as citizens of a society and to their representatives in
political institutions. Of course. the story does not have to be repeated
or sold daily. Once established. tradition will carry it on. But there must
be a story to be recalled if the occasion should arise to reconsider or
reauthorize the enterprise.

In the case of garbage collection. one account is the claim that clean
cities are more acsthetically appealing than dirty ones. Since citizens feel
better about clean cities. public value is created by making them cleaner.

Stated so directly, the proposition sounds strange. for it suggests that
the government taxes the citizenry to produce cleanliness. Yet. there is
nothing particularly compelling about the valuye of cleanliness, Indeed.
itseems a little embarrassing for a liberal society to insist on the virtue
of cleanliness and tax its citizens to accomplish that goal. It is tempting,
then, to search for a more powerful public value—a better story—than
mere cleanliness to establish the value of the enterprise.

A stronger justification is the claim that sanitation departments pro-
tect public health. In this coneeption collecting garbage has value prin-
cipally as it produces a chain of cansequences that protects citizens from
epidemics.™ Keeping organic wastes off the streets reduces the rate at
which dangerous bacteria are produced (to say nothing of rats. which are
acsthetic negatives and health risks in themselves). This routine
reduces the likelihood of an epidemic,

Note that this account introduces a new problem: namely. the empiri-
cal issue of whether garbage collection does. in fact. prevent epidemics.
The problem--that the value of a public enterprise lies down a long and
uncertain causal chain from the point of governmental intervention—is
common in public sector enterprises. To the extent that we are uncertain
about the causal connection between governmental outputs (picking up
garbage) and desired social outcomes (reduced mortality and morbid-
itv). the power of this second account is weakened ™ But often the
importance of the objective will justify the enterprise cven in situations
where its actual performance is quite uncertain.

The two difterent frames for viewing garbage collection—producing
an acsthetic amenity or guarding the public's health—establish quite
different contexts in the public’s mind for evaluating both the level and
the distribution of the publicly supplied services. In the case of produc-
ing an amenity. the public sector activity seems discretionary. There is
fess urgency about providing the service, and., importantly. less concern
about its distribution. In the case of guarding public health, however.

in turn
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the public effort scems essential. More will be spcn.t to pr;)(;ucc :‘]"]I;.l
necessary protection because the sl‘akcs.arc qxuch hlgf'lcr1 ! crc )
also be more concern about the distribution of ll?c services. The arhu(i
ment may well be made that evervone has a “right” to be protecte
th threats. . ‘

fm;\]/:a}l:ialof our political decisions revolve arounq this qucstl‘(r)]n‘?]f
whether a particular thing will be treated as an amc.mly to be purg) .a;l:()
by individuals as they choose or as a right that wn-ll be guarantecc }‘
the broader society.* That debate embodies a dlscu.ssmn uhQUI thc
extent to which particular conditions in the socu.cly wll be tfa‘kcn.a‘s a
matter of public rather than private concern: in cifccl. a LllSCllJ:sﬁl()r}
about the boundaries of the public sector. When parllcg]ar goods and
services arc established as matters of right and vpm\'criu]]y llﬁkcd m
notions of justice and fairness, the boundary of the puh]nt‘ xc.clvoir 1(;
expanded to include the obligation to pr()dlleC a ccrl‘am quanutly an |
distribution of those goods and services. When particular g()o(‘s anlc
services are left as things that society considers valuable but ﬁ()l LIOTL]:\\
linked to conceptions of justice and Tairness. the boundary of the public
sector is narrowed.

The Costs of Garbage Collection

The value of clean streets and allevs becomes an tssue not only hacausu
there are alternative wavs of organizing the cffort but also bﬁc(n‘litj
costs arc incurred in making them clean: resources 111;}1 ufuld bL 1lxlsc
for other purposes are committed to the enterprise of garbage u)lctg
tion. If there were no costs. minimal benefits vynuld be cnough lo Ilus ~x t
the enterprise. Because substantial costs are mcurrcd.. lhc-‘ Crljufl ,‘Sfuff
becomes whether the value that is produced outweighs the costs «
Pr?:rct:g; collection incurs csscmia]]}f two types .uf cusls."l“hg n;\ml
obvious is the budgetary cost of prmfichng. the service. Money I\S‘[d\:‘:il,
from private consumption to finance public efforts to kccp the ys‘tlr\u:
clean. The amount used is reflected in budgets and :\ccount?ng S}As cms.
It varies, depending on how clean the streets are kept and what particu-
lar methods are used to keep them clean. ' o _

A second cost is somewhat less olwiuusi public aurhonFy 18 umlgu t“\\]
well as public money. We usually associate the use Qf\gnwmmchr} (:1‘
authority onlv with enforcement or rcgu]z\lf)ry agencies. But g(\rv ‘(\ba
cnl]ccti(»-h. too. involves governmental authority. Ata {11111”“[]”11 amun
mental authority is used to raise the taxrevenues that finance the service.
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Itis also used in another important way. Whenever a valuable service
is publicly provided. private efforts to purchase or provide the service
tend to atrophv. In the case of garbage collection. when government
collects the garbage. the citizens will do Jess on their own. They will stop
buving parbage collection from private providers. They might even stop
sweeping the sidewalks in front of their stores,

To the extent that private efforts cease. cities will be less clean than if
the efforts had continued. A benefit will have been produced—namely,
increascd leisure or more disposable income for those who were spend-
g their time and money for private garbage collection. But the city will
not be as clean. In the extreme. private efforts to keep the city clean
could collapse to such a degree that the city would end up even dirtier
than hefore,

To prevent this from happening, the government spends moral
authority to create informal or formal obligations on citizens to help
keep the cities clean. © Informally. the government could sponsor public
service programs to establish a social norm favoring responsible clean-
liness over thoughtless littering.** For example. the Sanitation Depart-
ment might finance publicity campaigns to discourage littering or ar-
range to place trash receptacles throughout the citv.** Such programs
aim to facilitate voluntary efforts and climinate anv excuses for “irre-
sponsibility.”

A more cocreive (and therefore more expensive) effort to sustain
private cleanup cfforts includes ordinances prohibiting littering and for-
mal requirements that citizens sweep their sidewalks. Backing up these
obligations with fines and aggressive enforcement gives them real teeth,

We donot ardinarily think of the use of public authority as coming in
degrees: it cither obtains or it does not. But. like money, public authority
may be used more or less intensively in an enterprise. The degree of
authority might he reflected in the size of the burden imposed on citi-
zens.or the magmtade of the punishment for noncompliance. or cven
the intrusivencess of the measures used to enforce compliance.

It could also be measured by the claborateness of the procedures
required to establish or mmpose the authority: the more claborate the
required procedures. the more significant the authority engaged. To
prohibit fittering. or (o require citizens to keep their sidewalks clean, for
example. would require formal legislative or regulatory action. Typi-
cally. such actions require extensive public deliberation. Moreover, im-
plementing the reeulations by lining citizens who did not live up to their
obligation tvpically requires formal court action against violators, What
happensm these procedures is that individual citizens are persuaded to
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part with some of their freedom in the interest of accomp]isljmg’utpul:lla:a;
purpose. Thus. these procedures can bc'scvcn as dc.vuc.s i(l)f ‘Id 1|(>nm]§
governmental authority to ensure that it is used sparingly and only
‘here iate and valuable.*

) h'fl:'::]?::\}:irli‘pcrpublic sector parbage collection, then, l\yn r‘csuur(‘tcs[:‘ll:z
used: money raised through taxation and moral ohhgzllmn‘ ’(n xl(]‘ﬁ
authority to sustain private contributions to lhc»sululmn of d' I?;f]) 1f_
pr()h]emi In a liberal democratic socicty. both are in short sllppl_\. ]m's.
the benefits of municipal garbage collection must be large enough to
outweigh these costs.

Justifications for Public Intervention |

As a matter of political philosophy. m(.)sl mm‘nbcrs of ;1AI?!?c‘m[I s(:crlltlz
eenerally prefer to leave the organization of its pmdu('?t‘]\ a; u:julr]x .;HQ
iyo markets and private institutions rather than to pub]u man (‘1‘%‘( : n
governmental burcaucracics. Consequently. for a public cnlcrprﬁc '<t). *
iudged worthwhile, it must pass a test bevond thg mere L]L‘Iﬂf)j’f&l!‘\d\ :(.n
that the value of its products exceeds the value of the rcw.mrg.cs LISI(T 1: ‘
producing the results: it must explain why the enterprise should be

i an private.* ]
pUI;J;lier::]eciTc;:;ccpstcms from thrgc idco]ogicell ‘pil‘larr\I)hal‘%]c!z\r:g"&“z;
proper ordering of institutions in a liberal snugy: hr\stf up r%\‘sptnd o
the power of markets to ensurce that prod}nctch aqml'us‘r’u;?(h -
individual desires; second. a beliel that pmiﬂtc 1nst|lutmns‘ ‘Arc ‘ c t
able to cultivate and cxploit individual inillunv.c and are l»hcrrtdﬂ‘)rg‘ ml(;:;
adaptable and efficient than public bur ‘nucmctcs:’lh].rcxly.‘g(m l‘ :1‘1‘:\[ 1};0

private institutions become an important bulwark of freedom agaim:
P()¥zr;);§§r\/gg.rltmhznstanilati(m commissioner could treat these xdgai :1?
mere abslr;icli(ms that have little to do with the Lia}f-l(vjd‘t:'\' run:l‘ng :
the organization he leads. Alternatively. he could t]mv]{\,kor t ur:hi
important philosophical principles that he endorses zmd"sfc h? :o r\gen )i(
in his organization’s operations. Or..hc could .rccogrjlvl,u t (:;n: .
these principles are not important to hlm.. thev mlghl he lmp(‘)t a’ Lo

citizens and representatives who superintend his enterprise. an
their concerns about these matters should be e.mC(nnmodulcd. e idens
Indeed. this last perspective would come quite naturally as tht.:ﬁ(i i 1@:8
gained concrete political force in his city’s puhllgal [')mccsqc’s, or :\s ci 110
around the country began privatizing their s.amlAatl(')n dep;;xr(m?cnls.. X
satisfy those interested in ensuring proper institutional relations i ¢
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hhcm! soctety. then, a manager of a public enterprise must show that
there is some special reason why government, and its authority. should
he used to finance and supply the service. -

?n general, two different justifications for public intervention carry
weight. One is that there is a technical problem in the organization of :1
market to supply the good in question—some r’asnnbwhv free c‘:-
changes among producers and consumers will not result in the propér
!cvcl ol production.”” Government must intervene to correct the defect
in the market.

\ '/\ second justification is that there is some crucial issue of justice or
I:nr‘ncx's at stake 1 the provision of the service—some right or claim of
1131 individual against the society that others agree muslk be honored.*
(;()\'cy*r1l1\cr\l must mtervene to ensure that the claim is honored —n(‘n
only for the current individual who has a claim but generally for all

‘ Nolc that the first justilication leaves undislurl;cd lhclyprimac;’ of
|mhvi<}Ju;tl preferences as the arbiter of social value. Idcallv’. both the
quantity and the distribution of a particular good will be dclermincd
solelv by individual preferences. )

\ Phe sccond justilication, by contrast. substitutes a different standard
for cstablishing social value. A collective judgment is made about the
value of the proposed public cnterprise. Citizens acting through politics
rather than consumers acting through markets, establish both the levéi
n'nq the distribution of production. It is the Comhincd preferences of
cnt,(cns for an agerepate social condition that must he satisfied. |

Ihese different justifications correspond more or less closely to the
two different frames for establishing the value of garbage coll‘ecl#i«)n" the
production of tidiness and the production of puh]{c health. In one fr';mc
public sector garhage collection provides an amenitv much likc‘an\;
f)lhcr consumer good - -a tidy urban environment. One thinks principa]l;’
in lgrnm of technical problems in the organization of markets as the
ustification for public sector intervention, |

In the second frame. public collection produces something more fun-
damental-—the protection of public health. Here one thinks more in
terms of guarantecing a socially valuable condition, fairly distributing its
henefits and aceepting some social obligation to help meet the requircd
condition,

These distinet frames express the different statuses that the two val-
ues-—cleanliness and health-—have in our politics. Tidiness is an amenity
rather than a necessity: therefore. its production and distribution can be
gonﬂ‘nrluhly left to markets unless some technical problem makes this
mipossible. Health makes a claim as a “primary good™ with sironé
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connections to common aspirations: thercfore, its production and distri-
bution become an appropriate focus of a society acting through govern-

ment to assure justice.®

Within the frame of efficiently producing and distributing an amenity
to those who really value it, public intervention is justiticd by three
specific arguments. First. substantial cconomies of scale in garbage col-
lection could justify public intervention.™ This occurs cither because the
technology of garbage collection shows declining costs across the rele-
vant range of production. or because the value associated with garbage
collection is concentrated in the last few increments of performance,
when the municipal environment is transformed from a bit untidy to
pristine. or from pretty safe to entirely safc.

To take advantage of these economies of scale without leaving the
citizens vulnerable to exploitation by a private monopoly. the society has
two choices: it can establish a regulatory agency to oversee the natural
monopoly that will arise in the private sector. or it can choose to supply
the service itself. In the case of garbage collection, the soctety has often
decided to have the government supply the service itself.

Sccond, although clean streets. fragrant air. and the absence of ver-
min in alleyways are all things citizens value. they are currently unowned
and unpriced.” As a result. individual citizens have no incentive (o
“produce” these goods by disposing of their garbage somewhere other
than in the common streets and alleyways.

To deal with this problem. the society might reasonably decide to
assert common ownership of these public spaces. Having asserted own-
ership. it could then cither establish a market for the use of these spaces
by charging citizens for the privilege of dumping. or. relving on s
authority. it can require private citizens to keep these arcas clean on pain
of both fines and the stigmatization of violating public ordinances.™
Alternatively, the society might simply decide to supply the service itself
through governmental operations and make it unnecessary for citizens
to litter. In the case of garbage collection. the society has often relied on
amix of thesc approaches. with an emphasis on public sector provision,

Third. because the aesthetic and health benefits of collecting garbage
are generally available to all citizens of the city. it is hard to exclude
citizens from enjoying these benefits even if they refuse to pay for
them.™ Thus all citizens have an incentive to conceal their true interests
in having clean streets. If they don't contribute to the cleanup. mavbe
someone else will, and they can enjoy the benefit without having to do
the work. Or, even if they are willing to make the appropriate contribu-
tion. they might be reluctant to do so for fear that thev would be
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e:\'plcitcd and thought foolish bv their more cvnical fellow citizens. In
mther case the city will end up dirtier than individual citizens would
desire becausc everyone would hang back from making the appropriate
contributions. To avoid this result, the society can ()k;lige everyone to
make financial and other contributions to the solution of what is in the
end. a common problem. ) |
‘ All these justifications for public intervention begin with the assump-
tion that individual preferences properly establish the value of such
efforts but that some technical problems in the organization of nua;kets
for the service justifv public intervention. As noted above. hoWever one
can consider garbage collection from an entirely different perspec‘tive
}ns?caci of viewing the problem as one of organivzing efficiently to meet‘
mdividual desires for clean streets and alleyways, 0;]6 can see the issuc
as a case of fairly distributing the benefits and burdens of meetiné a
public health nced that has been recognized by individuals in the soci?:tv
as a collective aspiration and responsibility. )
. This l.anguagc, and the analvtic frame it invokes. changes a great deal
mn our view of the public value of garbage collection. Ini%tead of seeing
the value of the effort in terms of its impact on the desire of individual
consumers for cleanliness and health, the value seems to be established
cxogcr?(msl_v by a public health imperative. Sanitary streets are a public
necessity! Clitizens have a right to be protected! Such pronouncements
replace—even “trump”—individual preferences in establishing thc;
value of the enterprise.™ l
, Often it seems that such statements are exogenously established.
icfyi come from outside the ordinarv machinery of either markets or
pO]ItIFS. A distinguished public health physician establishes the view by
warning of an imminent epidemic. Or, an advocate for the poor drama-
tizes the inequality of the existing distribution of sanitation services
through pictures of rat-infested tenements. It is as though some objec-
tive Arca]ity\ or some commonly shared moral aspiration,zompe]s evérv»
one in the society to agree that garbage collection is a public necessity
In effect, these assertions take people out of their mode as indiviéuéi
consumers and ask them to respond as citizens of a community facing a
common problem or obliged by a common moral aspiration. ) )
. A's a practical matter, however, such assertions can never be compel-
ling if they stand alone as mere assertions. To have standing in the
commurnl_v-~lo have power to establish, sustain, and guide the public
ent.erpnse of garbage collection—they must meet a political test. These
claims must command the assent of individual citizens and gain the
authorization of representative institutions. Only then can such state-
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ments really begin to function as substitutes for the expression of indi-
vidual preferences.

Once a collective assertion has been made ahout the value of garbage
collection. the issue of production and distribution becomes one of
fairness in distributing the benefits and allocating the burdens rather
than one of efficiency.™ As noted above, the issue of fairness arises
because public authority is engaged. In a liberal democracy authority is
collectively owned.* As a normative principle. it should never be used
in any degree unless a representative body has sanctioned its use.”
Moreover, it must be deployed generally and for the good of all. ™ These
political principles governing the behavior of our governmental institu-
tions are as fundamental to our understanding of our society as the
preference for markets and private enterprise.

In the context of garbage collection these principles mean that those
who own authority (namely. the citizens and those who represent them)
must be satisfied that the public authority is being used well on their
behalf. Using authority well means that the enterprise operates fatrly (in
the sense that similarly situated people are treated alike).™ and that
those subjected to the exertion of authaority are able to ascertain thatits
use is justified in their individual case.” Note that fairness is a separate
quality of a social enterprisc—not necessarily linked to efficiency and
not necessarily compensated or replaced by effectiveness. Although an
individual transaction can be more or less fair. fairness is also. and
perhaps more fundamentally. a feature of the aggregate operations of a
public enterprise. Moreover. it is a quality that has value to citizens in
their role as citizens authorizing a collective enterprise. rather than as
individual clients and beneficiarics enjoving the service for themselves.
(It may also be an important part of the experience ol those clients who
are obliged rather than served and thus an important part of what
determines their willingness to comply. Ultimately. fairness may
influence the economic efficiency of obliging organizations.)

Viewed from this vantage point. public sector garbage collection is
justified by a shared social aspiration for a healthy (and clean) environ-
ment and by the necessity of fairly distributing the benelits and burdens
of producing that result through a governmental enterprise. Its value
registers partly in terms of the satisfactions of individuals who now enjoy
clean streets (balanced by the pain of paying taxes and accepting obliga-
tions to assist in the garbage collection enterprise). and partly in terms
of the satisfactions of citizens who have seen a collective need. fashioned
a public response to that need. and thereby patticipated in the construe-
tion of a community (halanced by worries on their part that they have
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lhvu'ilcncd a proper ordering of social institutions by making something
public that might more usefully have remained private) ) )

Fhese views are often considered separate and inconsistent. One sees
ll?c pm]vlcm cither from the perspective of efficient production ana
distribution or from the perspective of justice and a fair distribution of
burdens and benelits. My view, howeve ‘

| , r.is that public managers must
always see public sector ¢ ¢

o : nterprises from both perspectives. Thev cannot
shrug off the question of efticient production and deliv '

' ery of a service.
Nor can they ignore the &

question of a fair distribution of privileges and
burdens. Once public authority is engaged, issue 3
present. And public authority is alwvavs en
being spent. . '

s of fairness are alwavs
gaged when tax dollars are

e Value of the Authorizing Process

The fact 1hy ic ity is avs i i
o at public authority is always engaged in public sector enter-
prises changes who must be satisfied w
prise and what characte
Because anthority is eng

' ith the performance of an enter-
ristics constitute a satisfactory performance.,
‘ aged. and authority can only be spent by citizens
and their representatives. its use must be guided by political aﬂr'ccmcnlﬁ
'rmhcr than by individual market transacl}()ns‘ Individual cili;cni lhink‘-
g about what is good for the society (rather than just what m 0;)()d for
lhcmx‘c]'\*c‘\‘ as clients) must be satisfied with the c{mducl of thbc public
cnllcrpmc as well as the clients who are directly affected Bv the enter-
prise: so- must those in representative institutions who milhorim‘ the
enterprise |
Consensus rarely arises in political discussions of the value of public
sector c‘nlcrpriscs, More often. debate ensues over whether and how the
enterprise should be conducted. In an important sense this political
dlﬁ\]oguc 15 to public sector enterprises what the market is ~[0P riv‘]l‘e
cfforts——the place where consumers with money to spend é1ccidz wlcr\t
thev want to buy. But three differences apply: (']) these consumers 'a;c
spending their frecdom as well as their money by aulh()riziﬁg the‘g:w-
erament o act on their behalf: (2) they arc b{lving the prk()duclk for
cvcryngc\ benefit according to a political view (){'that is desirable for
the sqcxc‘l.\i as a whole: and (3) they are buying whole enterprises rather
than individual products of the enterprise. In short, what cili;em (as
oppf»scd to clients) want is their particular coneception of a t"'iir' 'n;d
efticient garbage collection effort, o
U?csc apparently abstract issues often become quite concrete in the
politics surrounding a sanitation department. The most common issue
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concerns the proper distribution of the available service across geo-
sraphic arcas. ethnic groups. social classes. and members of political
parties.” Distribution provokes political debate not only because there
are competing interests but also because there are quite different prin-
ciples which might rcasonably be used to decide how to distribute the
services.

When one thinks about the distribution of the service in terms of
market efficiency or welfare maximization, one is tempted by a principle
that directs garbage collection efforts to arcas where they will do the
most good. that is. where the efforts will produce the largest gains in
terms of aesthetics and public health outcomes per unit of effort ex-
pended.® An alternative concept would be to allocate public services
toward those arcas that already do a lot privatelv. partly as an incentive
to maintain {or increase) private contributions and partly because the
clevated levels of private effort indicate a stronger desire for cleanliness
and therefore a more valuable place to spend public cleanup resources.®

When one thinks of distributing the henefits of the enterprise in terms
of meeting social needs. quite different principles become salient. One
is to allocate garbage collection cfforts to those arcas most in need.™
This approach will establish a minimum level of cleanliness throughout
the city. A second principle. linked closely to Tairness, is to supply the
same amount of public effort to all arcas of the city and let the differ-
ences in actual levels of cleanlimess reftect differences in private desires
and capabilities to keep the arcas clean.™

In the end none of these principles can stand as the proper basis for
allocating services. though at any given moment cach will have its advo-
cate. Instead. as a practical matter, the distributional issuc is resolved by
a continuing political and administrative process that holds these com-
peting principles in tension and adapts to changes in political demands
or policy fashion.

Issues of administrative cfficiency and program cffectiveness are usu-
ally debated in terms of effectiveness and costs rather than fairness and
justice. Rarcly do these concerns arise as a result of reports issued by
government agencies revealing shortfalls in performance. Instead. they
arise from external sources: some dramatic (but temporary) perform-
ance fatlure such as an inability to clear the streets after an unexpected
snowfall: or a newspaper story about corruption, waste. and inefficieney
in a sanitation department: or the initiation of a broad c¢ffort to increase
productivity by an incoming administration: or the initiation of a new
project by a new commissioner (for example. a rat extermination pro-
gram in vacant lots): or the encouragement of block parties to clean up
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a neighborhood.™ Such debates about performance will generally be
resolved by reports, studies. and the ereation of new policies and ro
dures designed to rectify the problem. S
I'he political debates surrounding the fairness and efficiency of gar-
bage collection are important for at least two reasons. First. they reiew
the authorization of the enterprise. which maintains thc.ﬁ()\Q of rc
sources that the organization deploys to keep the streets clean. Second
they prmidc & continuing occasion for the society to reconsider thc:
question of whether the resources committed to the 'enlerpriqc ;lrc bein
used well. Like the annual meetings with stockholders in.thc privatg
sgclun the irregular but frequent meetings of the sanitation éommiq—
sioner with public interest groups, the media. and elected repré—
scnlalxyca of the people give the commissioner an opportunity to ac-
count for his enterprise and to use that account 1o sustain old—and
attract new-—mvestment. . (
This ongoing political process authorizing the garbage collection ef-
forlf to continue (perhaps on some new terms) can have many different
altributes. 1t can be more or less open. more or less fair. more or less
well-informed about past performance and future oppo‘rrunitie% an\(\j
more or less reasonable in its decisions. The particular qualitics ot this
zmlhqrizin\g process are important since it is this process that ]inkg the Ln
‘lcrpnsg ol garbage collection to those who consume the enterprise as an
mstitution of a well-ordered society. ¢ o
HSI'HCC the process can satisfy or disappoint citizens who desire a fair
chcpgn‘. z»md cffective public sanitation effort, and since their saliﬂ"lc:
tion is an important part of the suceess or failure of a public cn{crﬁri(se
one musl view that political process as creating a kind of value, If lihc.
ongoing process (?I’ authorization is managed well. if citizens feel that
lhc»r_cm.nnmn aspirations are satistied through a process of consultation
and review. the enterprise will be more valuable than if they are not
And this aspect of public value exists independently of the aitffcrcncé
hetween the value of cleanliness and the cost of the resources used t
produoce it | B ’

| I'he Capital Value of the Instinition

lh'cr.c 15 one I:lfl lhmg to observe about garbage collection. Typically an
cxrjmg organization —gencrally. a municipal sanitation dcp.arlmcrvxl——
GATFES durt the activity. Over time that organization develops significant
expertise i colleeting the garhage.™ Tt has operating pmccdﬁrcs that
accomplish the extraordinary task of gathering workers and cquihmc%l
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from all over a city and sending them out to collect the garbage. It
sustains a staff of emplovees who know where they should go and what
they should do to produce this result. It utilizes some accounting systems
to show the managers and overseers of the enterprise how much it costs
to collect the garbage and how much of the budget has alrcady been
spent. And it employs some managers who make sure that everyone in
the organization plays his or her assigned role. All this operational
capability represents an investment that the society has made in the
municipal sanitation department.

Manv would say that this cumulative experience and operating capa-
bility is an important asset that should be protected. or at least not
casually abandoned. Those who express this view see in the competence
of public sector organizations a broad. long-term perspective that s
useful in balancing the narrow. short-term perspective of political repre-
sentatives.”

To a degree, this view has merit. There is value in the cumulative
experience of the organization. It would be very costly to have to replace
it. And even though much of the productivity gains associated with its
accumulating experience have probably been appropriated by its man-
agers in terms of organizational slack that reduces their uncertainty and
increases their ability to respond to crises (and by its workers in the form
of less pressure in the job). the organization is still likely to be much
more productive in its current activitics than any alterpative.™

The problem is that respect for institutional continuity can become an
excuse for resisting change. Even something as apparently routine as
garbage collection is not static. The world changes. Ncighborhoods gain
or lose population. Private cfforts wax and wane. New technologies for
picking up the garbage become available. New problems (such as toxic
wastes) make new claims on the organization’s sorting and disposal
capabilitics. New labor contracts change staffing patterns. All these
changes affect the basic operations of garbage collection.

In addition. the political demands on the Sanitation Department
might change. Perhaps a scandal will force important changes in the
geographic allocation ol services or the level of supervision. Or, the
Sanitation Department might suddenly be dirccted to become an em-
ployer and route of upward mobility tor ghetto teenagers rather than
simply an agency that picks up the garbage. Alternatively. the sanitation
commissioner might see an opportunity to use his foree of street clean-
ers as a device for encouraging the development of bock eroups that
could restore pride and stimulate investment in dechning ity neigh-

horhoods.
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‘ The pointis that the organization's value is not necessarilv limited

1ts operating value in its current mission. It also h Hk' 3 of ca 'to
value rooted in both its e methade ooal
aspects of garbage collection and its ability to produce ne
tially valuable to the society. To the ext{cnt that the
exploit opportunities to perform its tr
or more fairly. to the extent that it can adapt to ch
and to the extent that an organiz :

organization can

cnte 1< 1 > o ye . 3
crprise will be more valuable than it seems from observing its current

erformance red, it ise ili
(r]))t form: ce. Indeed, it is precisely the adapiability of organizations that
ctermines the long-run value of private sector firms.” Pe

, , . ) : rhaps the s:
should be true of public sector firms. e

TOWARD A MANAGERIAL VIEW
OF PUBLIC VALUE

What doces this particular discussion of the public v

collection tell us more alue of garbage

o ot o mor gtj‘nf)l‘a”y ahox{t how public managers and all the
e ens who relv on them should analyze the value of publi
: cLlf)r enterprises? Six points secem kev. P
A Fjlrsl\ an axiom: value is rooted in the desires and pe
lnquualq-~~nol necessarily in physical transform\"nlitons‘ o
slrz‘\clmns called societies. (’(mseciuentlv. public ;ecto ‘
satisfy some kinds of desires and ()pemie n aca#d w r
perceptions.

Second, there are different kinds of desires (o be s

( g ()d\ S¢ S at car !)e I)] d 1CE I n i (Ilqtlsl)“'ted \ 13K613
WwoLo S and services tha a
‘ Odu d and 1 O Qh

markets uqlh(u):; jire thc fOCL'lS of private management and need not
‘ Dthers are for things produced by public organizations : d
are (more or less imperfect) reflections of the desires t}] . < o
press through the institutions of represent ove
aspirations, expressed through representati
tral concerns of public managers.

At first glance. citizens aspirations seem to he of two tv
concerns collective things that are individually desired :
but cannot be provided through market mechaﬁisnﬁ bec
uct cannot be divided up o

reeptions of
<and not in ab-
managers must
ith some kinds of

at citizens ex-
ative government. Citizens’
ve government, are the cen-

pes. One tvpe
and consumed
71 t mec ause the prod-
(vt trveives peian o .atmv sn‘]d to individual consumers. A second
vpe i e a px.ratmns that attach to aggregate social condi-
lmns. such as a proper distribution of rights and rcsp<m;ihililie§ betwe

public and private organizations. a fair distribution of éc<)r1()rl;ic t;):[:(?r]]
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ability to adapt its specific methods to new
w things poten-

aditional mission more efficiently -
. anging circumstances, '
ation can exploit its distincti :
e 2 s distinctive co -
tence t 1 ce othe i e
0 produce other things that would be valuable to citizens, the |

tunities or social obligations, and a suitable desire to economize on the
use of tax monies invested in public sector organizations.

In practice. these two different kinds of desires collapse into one for
a very important reason: whenever public authority is invoked to solve
the technical problems in the market. the cnterprise takes on pubhc
characteristics. Every time the organization deploys public authority
directly to oblige individuals to contribute to the public good, or uses
money raised through the coercive power of taxation to pursue a pur-
pose that has been authorized by citizens and representative govern-
ment, the value of that enterprise must be judged against citizens” expec-
tations for justice and fairness as well as efficiency and effectiveness.
Once the public starts producing something with public resources raised
through state authority, it can no longer be viewed independently of
citizens” political preferences and desires. The capacity of a public enter-
prise to satisfy these preferences is. therefore. an important part of its
value-creating capabilities.

Third. it follows that managers of public sector enterprises can create
value (in the sense of satisfving the desires of citizens and clients)
through two differcnt activities directed at two different markets. The
most obvious way is to deploy the money and authority entrusted to
them to produce things of value to particular clients and beneficiaries:
they can establish clean parks to be used by families: they can provide
treatment to heroin addicts: they can deploy military forces to make
individuals secure and confident in the future. We can call this creating
value through public sector production. even though what is being pro-
duced and valued is not alwavs a physical product or service consumed
by individual beneficiaries.

Public managers can also create value by establishing and operating
an institution that meets citizens’ (and their representatives’) desires for
properly ordered and productive public institutions. They satisty these
desires when they represent the past and future performance of their
organization to citizens and representatives for continued authorization
through established mechanisms of accountability. We might think of
this activity as helping to define rather than create public value. But this
activity also creates value since it satisfics the desires of citizens for a
well-ordered society in which fair, efficient. and accountable public en-
terprises exist. The demands of citizens. rather than of clients or
beneficiaries, are being met.

This dual nature of public sector value creation might seem odd. But
an approximate analoguc exists in the private sector. Private sector
managers have two different groups they must satisfyv: they must pro-
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duce a product or service that customers will bu

v at a price that pays for
the costs of production:

and they must sell their ongoing capacity to
produce valuable products to their shareholders and creditors. A similar
situation confronts public managers: they must produce something
whose benelits to specific clients outweigh the costs of production: and
they must do so in a way that assures citizens and their representatives -
that something of value has been produced. In short. in both cases, both )
customers and owners must be satisfied with what the manager does.
Fourth, since governmental activities always engage political author-
ity, the refative importance of these two different parts of management *
shifts. Because authority is involved. the importance of reassuring the °
“owners” that their resources are being used well gains relative to sat- :
isfving the “clients™ or “beneficiaries”

of the program. Moreover. it
becomes important to give

the “productive™ side of the enterprise some
qualities that are different from the maximum satisfaction of the
heneficiaries of the program. The production and distribution of the
organization’s products must be fair as well as efficie
tions must economize on the use of authority as well
money.

nt. These opera-
as on the use of :

Fifth, what citizens and their representatives (as opposed to clients
and beneficiaries of programs) “buy™ from public managers is an ac-
count of the public enterprise—a story contained in a policy. In this
sense. a policy is to the public sector manager what a prospectus is to a
private entrepreneur. Viewed from the manager’s side of this transac-

tion. the manager receives an authorization to use resources to accom-

plish public purposes through specified means. Viewed from the citizen
side of this transaction. the authorization is the purchase of an aggregate
enterprise that promises to create value. It is a collective, political agree-
ment to mect a problem {or exploit an opportunity} in a particular way.
Politics is the answer that a liberal democratic society has given to the
(analytically unresolvable) question of what things should be produced
for collective purposes with public resources.

We know. of course. that it is treacherous to view political agreements
as accurate reflections of the public will or the public interest. Political
decision-making is vulnerable to many different kinds of corruption—
the most important being the triumph of special interests over the gen-
eral.” It is also vulnerable to many kinds of irrati

onalities including
shartsightedness, an unwillingness to make painful

trade-offs, and an
inability to deal appropriately with risk.”™ These well-known difficultics

can and do affect the moral claims of political decision-making on the

conduct of government in the eves of both citizens and managers. But
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imperfect political agreements entitle citizens z}nd mana}g?rs 1)0 ii(;onr(g
more than to challenge their wisdom—not to disregard them or ig
ir gre ral weight. ‘
the]]fr g{lﬁ:cm;)anagcrsg are to create value over Alhe lnjmg Tm Iilhcrrl; ;\rr;
important part of their job consists of slrcngthcmng the po ;cms O;Q;m,
sold to their authorizers. Specifically, the pohmcs that g?lc t,ndn § V)?(the
zation’s activities must reflect the proper interests and L,(mtcm:,i e
citizens and their representatives; the st.ory about the V"al}it, 1(1 Ldplhe
duced must be rooted in accurate reasoning and real CXPACT.K;T.C;:?O e
real operating experience of the organization must ﬂbc, 1\111 L;‘C()u',“ing
political overseers through the development of app (prjd e c‘L ounting
systems that measure the performance.and co§ts of lh‘L ozfgd’nTz lvgi;
;;erformance. It is here that the analvtic techmqucs otﬁo u‘cy‘ta‘?naqi\;g;q.
program evaluation. cost-effectiveness ana‘lyms. and hcnghf—uf)ih(‘ ‘0'“‘“»_
malZe their major contributions.” Otherwise. the stren{gt‘hs‘ (?1 Cc\ Ef -
cal process will not be exploited. thg knowledge a,t\cl’gxp:ilgne; o the
operating managers will not be utilized. and the acknowledg
nesses of the process will not be challenged. il ehanee. Citi
Sixth. the world in which a public manager operates W.llh‘L un:ﬁ;_iaqu
zens’ aspirations will change. as will m'elhods for a%‘C(?mpll's 14nigﬂ<cmS ma\
So might the organization’s task environment Shlft1. nlewlplﬁ(:m m Y
crop up to which the organization may proposc a usx,ffu SO ‘:1“(: m.)mrieg t(;
the problem of latchkey children arose as a problem or pu el mtim,liw
solve. Itis not enough. then. that managers snrr?ply.mamtflml .th(ﬁcicm v
of their organizations, or even that the orgamzan-ons bcc:;m:(ilc wentin
current tasks. It is also important that the enFerpnse be adaptable ,
purposes and that it be innovative anq cxperlm.cntal.‘ e sector. Like
This. then. is the aim of managerial work in the public <S C k Lk
private sector managers. managers in the pubh%‘ sector mulsl‘ word ,fmg
at the task of defining publicly valuable enterprises as well d: pf() );«l,im;
that value. Moreover, they must be prepared to'zldapt an‘n 'rt.p(kt“lion
their organizations in their political and task environments in ac
i ensuring their continuity. ,
N i‘;:git::altlely?this advice is far too general and abstrzllct to h‘i th
much use to public managers. It orients them to the ov:?l fxtjl:;»to:mm
managing in the public sector, and to some ggneral pr(: ”cn;. (hat {O
be confronted. but it does not give the.m partlctllqr adncf a : how o
develop a sufficiently concrete definition of [?uhhc valuchto i:iu)v e
own and their organizations’ efforts: nor does nvtell them how ' Tmt e
engage their political and organizational environments (o de 8

produce public value.
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l,)g\‘ClOpiﬂg more specific techniques for env
mobilizing and learning from politics
the principal aim of the remainde
some real public sector ¢
these needs. particul
public value.”

isioning public value.
5 and reenginecring organizations is
; rof this book. In Chapter 3. Tintroduce
Xecutives who long ago saw and responded to
arly by using specific techniques for “env
: and in doing so. set a standard for today”
tives. In subsequent chapters, 1 describe other managers who can teach
us about good (and bad) techniques for engaging the p;)liliczll m]\]i:;]

ment and f ! I organizati
wand for euiding theis oreanizations toward improved performance

isioning
$ public execu-
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ORGANIZATIONAL STRATEGY
IN THE PUBLIC SECTOR

Public managers create public value. The problem is that they cannot
know for sure what that is.! Even if they could be sure today. they
would have to doubt tomorrow, for by then the political aspirations
and public nceds that give point to their cfforts might well have
changed.”

Despite the ambiguity. managers need an account of the value their
organizations produce. Each day. their organizations™ operations con-
sume public resources. Each day. these operations produce real conse-
quences for society—intended or not. If the managers cannot account
for the value ol these efforts with both a story and demonstrated accom-
plishments. then the legitimacy of their enterprise is undermined and.
with that. their capacity to lead.”

Nor are their responsibilities limited to current operations. Some
resources used today will not be valuable until tomorrow. Investments
in new equipment. new knowledge. and new human capabilitics. for
example. are necessitated by the prospect of change and justified by the
expectation that they will improve future performance. Even if no ex-
plicit investments are made. current operations will affect future per-

formance. for today's experiences shape the culture and capabilities of

tomorrow’s organization. Public managers, then. are obliged to hold a
vision of public value. good Tor today and into the future.

To see this abstract problem in concrete terms, consider the situations
confronting William Ruckelshaus, on being appointed administrator of
the 11.S. Environmental Protection Ageney (FEPA). and Jerome Miller,




on being appointed commissioner of the Massachusetts De

Youth Services (DYS). partment of

WILLIAM RUCKELSHAUS AND THE
ENVIRONMENTAL PROTECTION AGENCY
In thc‘ late 1960s a powerful environmental movement swept onto th :
Amcncan political fandscape.* Oil slicks befouled the oceans. stri -mine h
ing scarred the hills. clear-cutting denuded the forests Vﬂmoghéhokzd th i
anves, Ordinary citizens. mobilized by personal. cm‘ulcrete experi .
with these problems (as well as by inc}easing media attention)psw:I?CS
the ranks of established environmental organizations and heéameea

P(—)Wt‘] t ]‘0]' 1Ica ()l)"\‘ ma d T 1 tal ¢ t ean up the
dt, 1an ng governmen ‘1' action < ¥
nvironment 5 o Cl n p h

Sensmg an important political opportunity, Senator Edmund Muskie
the .leadmg Democratic presidential candida'te, championed the cau;e f
enwr'nnnwnml protection from his position as chairman of the Se‘na(t)
Public Works Committee. Spurred by his feadership. Congress pass g
Iqws mandating more aggressive pollution control effort; l%eiiéeil
leon responded with an executive order establishing a angl;e or ;ani7
tion 1o coordinate the nation’s response to environﬂweﬁtal ollugt' -
the U.S. Environmental Protection Agency. Saciety, actin I:hroul(;lnT
e'leclcd representatives, had apparently resolved to ‘make%nore e%(t N
sive use of public money and authorit'v to stimulate private eff ‘o
clean and protect the environment., ( ot
Politicallv, despite the apparent widespread enthusiasm for envi
mental protection. much remained unsettled. No oné h‘ad deter 'lm[c]l-
for _cxamplc. what price society as a whole would be willine to ";':’? :
environmental cleanup. Starting the cleanup was earsv for itf coqlt:( z)veor
thcq thcurcd. However. as soon as the effort grew e'x‘pensi\;e (éiih in
dm.m'n.shed economic growth, as companies were forced to adjust tehr i
activities to produce less pollution, or in increased taxes. as locqjl o
meljts had to adjust their sanitation policies to rr;ix{iﬁi?e Loli(;t‘;zm—
various groups began to challenge the program. of "
‘ The pglllncs surrounding environmental legislation and the continu
mg oversight of the new agency reflected the different interests in e -
ronmental protection. “Environmentalists” judged the social vaiue O?Z"
environmental program to be very high and Lthe cosfs relativel 10\\:‘
They pressed for aggressive cleanup. “Polluters™ (primaril inz,iust :
groups and municipalities) were more skeptical about ‘lhe soci};l beneﬁ?s,
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and saw the steep costs much more clearly. They resisted the rush to
clean up. The public enthusiasm for environmental protection temporar-
ily eclipsed the power of the polluters, establishing a particular precari-
ous balance of competing interests.

The balance remained precarious at least partly because the particu-
lar values animating the environmental movement remained somewhat
confused. United on the goal of environmental cleanup, groups behind
the movement put forth divergent justifications.” Some sought to pre-
serve the beauty and aesthetic quality of the environment. Others re-
sponded to the threats to human health. Still others wanted to maintain
anatural order safe from human exploitation. Such ditferences were not
crucial in the beginning when all could make common causc. But the
different values threaded faultlines through the basic political coalition
supporting environmental protection. These could break into open
fissures if the price of environmental protection rose or some environ-
mental policies favored one goal over another.

Substantively, the principal threats to the environment remained ob-
scure. The basic science establishing the links between environmental
pollutants and health damage to humans was weak. So was the engineer-
ing knowledge required for eliminating or dispersing pollutants from
various industrial processes. And. despite a decade of federal cfforts. the
basic svstems for monitoring environmental conditions and sources of
pollution were far from comprehensive or precise. As a result, the EPA
confronted an uncertain task: no one knew what the principal threats to
the environment were, where thev were located. or how they could be
combatted.

Operationally, the fledgling organization was unformed and un-
tested. Two large ongoing programs—one focused on water pollution,
the other on air—had been transferred intact from other agencies and
provided the nucleus of the new agency. But the new EPA incorpo-
rated fragments of other organizations as well. These had to be inte-
grated—operationally and culturally. Even worse, the water and air
programs were far from fully operational. Neither had vet estahlished
a comprehensive framework of standards necessary 1o form the basis
of particular obligations on polluters. And the organization as a whole
had some gaping weaknesses—principally in the areas of enforcement
and science.

As a public manager. entrusted with the money and authority that
flowed through the newly created EPA. Ruckelshaus faced the chal-
lenge of setting a course of action. a vision for the agencv. That vision
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had to embody a conception of public value that the EPA could create |
. « -

for the socicty.

JEROME MILLER AND THE DEPARTMENT
OF YOUTH SERVICES

In the spring of 1968 a riot broke out in the Bridgewater Home

rred in the midst of a swirling political debate about the bes
manage vouthful offenders. \

Previouslv, v advoc: i f
usly. vouth advocacy groups had criticized the Massachusetts

I?epz}rtlﬂcﬁl of Youth Services for confining children in re
tions rather than rehabilitating them in programs that mai
. sS4 ) ' 3 N - ) ‘
close connection with the (
Cll » 3 Hiee” i3 23 H 1 1
”( me. In lh} criics” view. the remote institutions failed not only
Y were mappropriately punitive for children w |
“' » £y i £ M o :
| uai n]mn minor. but also because they seemed to increase the likeli
) ) - N Tty 3 ., 1 ' \ )
100¢ that children would continue to commit crimes. In short, the insti
tutions were hoth unjust and ineffective. ‘ ‘
The critics ha symp: i i
. ‘Lfltlas fgund a sympathetic car in Governor Francis Sargent and
| S secrctary for human services. Peter Goldmark. These {wo had
ha%mid?cd a wglc-rgngmg effort to improve the quality of hum
}“ demnstitutionalizing as many of the state’s clients as
reforms advocate k i’y
Irn;s advocated for juvenile Justice fitted neatly into this more gen
cral scheme. The teader of y ‘ ives,
,”( cheme. l he feader of the Massachusetts House of Representatives
homas McGee, also saw merit in the crities’ claims B

hose criminal offenses

an services
possible. The

\ The movement to reform the state’s response to vouthful offe
reached in the Massachusetts legislature. ¢ :
Massachusetts DYS a new mzmdatu The
changed. new programs authorized. and new funds a iate

Jerome Miller. o professor from the University of M‘i’chizsgoz'riltit(?:?t'

eOTT; ' ‘Y; AT O ., N l N . ' a ' >
l![l()} manageral expe ricnce, was dpl)()l llLd to lnl!) cement the new jeg-
lS]dt]()l ) :

: nders
which passed a bill giving the
name of the organization was

/\s in the case of Ruckelshaus and the EPA. it seemed-
political system had delivered a new mzmdzn; élll
Ruckelshaus and the FPA. exactly what w )
was 1o be produced remained unclear.

as though the
. as in the case of
as to be produced and how it

Substantively, socicty s ;
“ i SUantive fv. society seemed to be searching for a new balance be
e Do -t 4 sroete ' o X
\ :]n]'ttl.\ sl‘x‘ml run interests in preventing additional crimes by placing
() » P T W Thd M N ‘ 3 : .
vouthful offenders in secure confinement and its long-run inte

Spyiul fers . rests in
mterrupting the processes leading delinquent childre

n into criminal ca-
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. G 196R a i _ for Boys,
1 Massachusetts institution for delinquent vouth.” The disturbance (;C

t way to .

mote institu- -
e il ntained some
amifies and communities from which they .

because :

reers. Originally. these two purposes had been integrated in a vision of
reform schools.’ These institutions were to satisfy both objectives by
providing extensive rchabilitative services to the voung offenders while
they remained under close state supervision.

But time had been unkind to this vision. Critics of the program
contended that the flow of rehabilitative services tended to dry up ina
system geared toward confinement. The institutions incvitably became
“warchouses™ rather than rehabilitative communities.'” They also ar-
gued that rehabilitation would fail without efforts to reintegrate the
voung offenders into their communities and families.™ But such efforts
required aftercare services, and these, too. challenged an organization
devoted to controlling children in institutions. Finally. critics believed
that separating vouthful offenders from the rest of society. and mixing
less delinquent kids with more serious delinquents. cffectively trans-
formed the institutions into schools for crime that propelled children
toward rather than away from a life of crime

Although these criticisms were compelling, no clear alternatives were
available. The critics pointed toward increased rehabilitative efforts and
more aftercare as crucial reforms. But they also seemed to harbor the
conviction that institutions contained many children who did not need
to be there at all. For these kids they recommended some form of
alternative placements. including less supervision and much more effec-
tive integration in the community.

These ideas met resistance from those who doubted that the alterna-
tive placements would provide cnough supervision to ensure that the
kids committed no additional crimes. Others predicted that the alterna-
tive placements would not be tough enough to deter juvenile offenders
from committing future crimes or to satisfy victims of juvenile crimes
that justice had been done.

Indeed. although much of the debate about juvenile justice focused
on “what would work.” it also touched on a different question: how
could the system justly deal with children who had committed crimes?
Some deemed it just that children be held accountable tor their crimes
and worried that the punishments meted out in the juvenile court did not
establish appropriate accountability. Others thought that justice for chil-
dren required acknowledging that children were less morally account-
able for their crimes than adults, and that society had an obligation to
do a great deal more than it was now doing to foster their healthy
development )

These substantive questions about what would work and what would
be just remained unresolved. Noncetheless. in (the new legistation for
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DYS, priorities clearly shifted. The legislature and the governor both not be sure that alternative placements would be effective in controlling
seemed to be claiming that public value lay in the direction of taking . crime in the short or long run. ans comes some dearee of
more risks to enhance the social development of children even ifin the | With the ambiguity about purposes gnd fme?nsdemh{ ‘ Societv needs
short run, that cffort came at the expense of increased juvenile crime. . discretion and. with that, an opportunity (])r eawh;t ig'bﬁth desirable
Moreover, these new goals could be achieved through programs such as * leadership from these managers to helpfn ea;ﬁCh [Legé anagers are
halfway houses and intensive supervision within a community. ° and possible to do ‘in public domains for whi ) =

But the bill neither firmly established nor unambiguously stated these & temporarily responsible.'* he degree of discretion that public
goals. Just as it was unclear how long the political forces favor Of course, it is easy to exaggerate the degre )

mg envi- - i clected cxecutives,
ronmental cleanup would dominate those that wanted to avoid the costs ¢ managers possess.'® Close. continuing Otlersmsghhz:rlt))l’\i' tl;r;cits their discre-
of the effort. so it was unclear how long the forces favoring youth | legislatures. the media, and mtel;e-St g;chb the limited capabilities of
development would dominate those favoring crime control. Just as it was © tion.)” The managers are also held in ¢ ot 3,0 ortunities 1o innovate
unknown how best to combat environmental threats, so it was unknown © the organizations wthey lead and ‘tlhe rfﬁtel:tf e(oliggal and organizational
how best to reduce recidivism among vouthful offenders. . and experiment.”” Taken t(.)gelt (Ie‘?tle r(;ompfor maneuver.
Operationally, like Ruckelshaus, Miller headed an organization jll- ©  constraints often leave relatively li

. : i i ost public manag-
suited to his purposes. But. unlike Ruckelshaus, who had inherited an - Still, in m'ost cases, there is m(;rzdisir;t::,?}:r}?l'\:vgs. tfte politics sur-
inchoate. unformed organization with disparate parts and huge gaps, :  ers(and their mierseers) a_cknOW e fﬁz;emlv contentious 1o suggest sev-
Miller inherited an organization whose resources were entirely commit- rounding a public epterprlse aretspnahié céncepﬂﬂ“ of public value.”
ted to doing one particular thing: namely. running penal institutions. eral different plausible aind Sus a‘h criticisms of the efficacy of current
Virtually all of his budget went to support these institutions. And all his Similar‘ly. there are usually eno:i for improvement that enterprising
key managers led these institutions. Whereas Ruckelshaus faced the operations and eno.ugh prozoz qume room for innovation and experi-
problem of organizing what was disorganized and chaotic, Miller faced public sector executives can find s
the problem of finding room for an entirely new set of activities.

Like Ruckelshaus. Miller had to define a pathway to the future for the
organization he led—some way to define and meet the political aspira-

tions implicit in a new mandate using the assets of the organization that
he inherited.

SR
mentation.” . ‘ A e, indeed.
On occasion, public executives are given very wide latitude. ind

This often occurs when a new problem hgs arisen or past approcalzgesbteﬂ
a problem have become widely discredlteq. At sus:h tlmc? fsorg af\d -
comes far more willing to acceplt leﬁ(_iefSh'P from its managers
i er set of possible actions. )
em[?;rctizlend?i‘t)rsxis that ju;)t such occasions set the context for Ruec:ri";-
haus and Miller. In the case of Ruckelshaus, a new Pmb'e?):grl’cg o3
MANAGERIAL DISCRETION AND " without a clear solution. In the case of Miller, prevmlz; 25\2 aspif?;tions
LEADERSHIP IN THE PuBLIC SECTOR . chronic social problem wer’ehdgclaqrgd rl;irt‘fr()l;‘r);;xf}?oritv and money.”
What is striking about these cases is the fundamental ambiguity that capitalized h1§ ente‘r(pfnS? W‘}iothr(]){uckgelshaus and Miller, then. was to
Ruckelshaus and Miller faced in leading their organizations. Impor- The managerial tas‘ acing ises and to make the most of their respec-
tantly, the ambiguity concerned ends as well as means. Ruckelshaus was chart a path for their enterprises
not clearly instructed about how the costs of environmental cleanup
should be traded off against the benefits of a prettier, safer, or more
pristine environment. Nor was Miller told how he should balance short-
run crime control against the uncertain prospects of rehabilitation.
But thev also encountered important uncertainties about means. At
the outset Ruckelshaus did not know what kind of program could be
implemented to reduce environmental hazards at low cost. Miller could

e

tive opportunities.

DEFINING MISSION AND GOALS
IN THE PRIVATE SECTOR
; rt
Private sector executives face the same challenge. The). too, n;us}jc(:li]sw
the course of their enterprises.”® As T suggested in Chapter 1. s¢ 3
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looks to them for this kind of leadership with much less reluctance than

it Iooks to public exccutives. Private sector executives commonly re-
spond by setting out strategic goals and developing operational plans for
their organizations.™ Perhaps the techniques they use for setting goals :

could be useful to public sector executives as well.

Initially. such technigues might seem to have limited applicability to
public sector contexts.™ After all, there is widespread agreement about
the goal of private sector enterprises: to maximize the long-term wealth

of their sharcholders.™ No such consensus exists about the goals of

librarics, municipal sanitation departments, environmental protection
agencies. and juvenile correctional facilities.

Privale sector executives also gain enormously from measurement
svstems that tell them relatively promptly and accurately whether their
planned course of action has succeeded or not. If they make money. they
have a strong indication that they have created value.”” That is the
message the bottom line conveys. For their part. public sector executives
may have to wait longer for program evaluations or benefit-cost analyses
to be completed.™ Moreover, even when completed. such efforts pro-
duce much less compelling information about the ultimate value of
public scctor efforts. for the debate continues about the proper goals of
the enterprise ™

These features of private sector management clearly do ease the
difficulty of setting and maintaining the direction of private sector or-
ganizations. They mav make the technigues of private sector executives
less relevant to public sector executives. But it is easy to exaggerate the
significance of these differences,

After all, the concept of “maximizing long-term sharcholder wealth™
1s. fundamentally. an abstraction. It is as abstract as the concept of
“public value.™ By itself. it cannot resolve the complex, concrete issue of
what particular products a private sector company should seek to pro-
duce and what particular investments in new plant and equipment
should be made now to ready the organization to achieve the abstract
goal of maximizing sharcholder wealth.

To guide a companv’s efforts, business plans must be reasonably
concrete. They must set out particular products, particular marketing
plans, and particular financial arrangements.™ Inevitably. such plans
are shot through with uncertainties. No one can be sure about con-
sumer tastes. new technaological possibilities, or the future price of capi-
tal. The uncertainties leave plenty of room for debate about whether
a particular plan offered by management is the best plan to maximize
long-term sharcholder wealth—perhaps as much room as exists in de-
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termining the best course to protect the environment or prevent Ju-
renile delinquency. o
‘uz])]; ccrl)tll;:g.ulhc ﬁhility of private scctor managers to (J}Cl;‘l'(l’l;]lr‘l\(/,‘ ;IL]]\‘(_
tively quickly and accurately whether the |)a\rt|cq‘l(1r‘€>c\f1’ lh:_un;w
chosen is 2 promising one compensates to‘ some dLgTL',L )]( rr the une ,in
tainty in formulating the plan. Real experience. accuml}«. xx e
financial returns, offers a quick thumbs-up or -down on the real vi
what was originally a theoretical plzm. . e how
In judging the advantage this gives to pnyntc SCLIV(WA{:T{LLJ]: )(;;’ o
cver.kwc, must remember that the hol-tom hine mcaﬁmﬁs‘ (»p I 1;, L}ca‘
formance. not future production. All mmm“lzmt busmgsf pml::;c fect
sions are about the future. not the past.” Sorncwhu\qun Nl:,:u Oﬁcn.
when private and public sector managers %‘(mlmm 1!1@ 1ut:ml hevo e
find themselves in the same feaky h()llli(ht.’lr conceptions (l> \tl |~L m(",wc
srounded in a theory of value rather than in demonstrated perform :

The Concept of Corporate Strategy

To deal with the uncertainty about what path to take to PT()(FlVJFC \h:u\t(t(r)‘l\
sharcholders. private sector executives and those Z’Caf'ft’"“* \x' o Har
with them have developed and relied on lhc concept of u)hrpn‘m e )1( y
egy.” Tnitially. no small degree of mysticism surAr(mndc’d .l ls’u:jn?y ll.lin
was much casier to describe a corporate strategy in opcmlmln :n , :,.rcfnc
why it scemed to be successful than to sct out the mctho.dvo‘ (\gix‘\f \]L() ;m,
one for the future. Later, analysts n1qcic some pmg.r‘c.ss m);lt";“gl (,?
more rigorous methods for invcstigallﬁr}g the'slralcgm (;pp( pumt ‘,Ncg
particular firms in particular industries.” Most lTﬂPOl“ldnt ortm]”!' ,ur;d.mé
here, private sector executives have found t.hc concept }1\&»‘01: i g g
their organizations to sustained. value-creating pcrf(?r‘m(mc‘ “ i

Perhaps the single most valuable 'fcaturc .of I‘hls -co‘nu",.;lcr\ e
encourages chief executives to see their ()Tgaﬂl?i\llf)n in d'V;'lL ! .m i,id
term. a;d more abstract context than is posyhlc wlxtv "(;ul ' ,C‘m{w;
Specifically, use of the concept directs the nt}cnnon ()‘f c 11& «[('jltj ! “0;
away fron; the problem of producing today’s pr()dugls. | ‘ns L} .h Lo
cusc—s their attention on the external market CH\'IT()nmCI‘llS.H?I\:r llc.nm o
organizations operate. especially on customers and compelitors,

. 38 -
th‘Cf:sltuor:;ers are important for an olw\"inu? reason: In lh}c‘cnd),”::na
private sector enterprise is to be successful, it must pmduc}:‘(. §(?]T1T,Uﬂ(:§
that customers want. It is all very well for entreprencurs to ! 1w jmmcm
about what customers want: it is far better to know from the cus ‘
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themselves what thev desire. It is also important to recognize that con-
sumers could change their minds about what they consider valuable not
only through the provision of abstract information about products but
also througly experience. Thus, marketing. understood as both a search
for what consumers value and a device for building ongoing relation-
ships with customers. became a key element of any well-conceived cor-
porate strategy.™

Competitors are important for an equally obvious reason: it does little

good to have a desirable product if one's competitors have a better one. .
Moreaver. even if a manager had a breakthrough in a product or a -

production technology that gave her a competitive advantage. she must

assume that her competitors will eventually be able to do the same. -

Consequently. in assessing their competitive advantage, managers must
ask not just how large it is but also how long it will last.’7

Once private sector executives began thinking about their market
environments and how advantages within that environment tended to
crode over time. they naturally looked at change and uncertainty as well,
forif anvthing scemed clear in that environment, it was that the environ-

ment would change. Consumer tastes would change. So would technol- -

ogy. And so would the price of capital. These changes could improve or
weaken a firm's competitive position.®
In addition to great uncertainty about these factors, there was plenty of
room for strategic interaction among the competing firms. ™ If a competi-
tor moved one wayv. the best moves for one’s own firm would be quite
different than if the competitor had moved a different way. And every-
one’s moves would be influenced by what one did with one’s own firm
Faced with such uncertainties. private sector executives were encour-
aged to think in terms of “positioning™ their firms in their environment
rather than advancing down some determinant path toward wealth
maximization. Their task was not simply to continue to refine their
specialized capabilities for producing their current products; it was also
to become diversified for the future and agile in adapting to new oppor-
tunities.* Current production only answered yesterday's problem and
provided a base for the future. It did not guarantee a successful future.
Thus. the concept of corporate strategy impelled executives not only
to look outside their organization at the external market environment
but also to think dynamically and strategically: they had to think about
how their market environments were likely to change: how their organi-
zations were then positioned to exploit predictable opportunities or
respond to predictable threats; and what mvestments, undertaken then,
would strengthen their position in the future.

ENVISIONING PUBLIC VALUE
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Distinctive Competence
The challenge of positioning their firms in dynamic -C()mPCIlIIV'C rparketi
also caused private sector executives to analyze lhmr. own or‘g’a?‘jat‘ll(')r?.
in somewhat different terms. They looked for their own “distinctive
“52
COTnI;fitaCla(’:.ethe concept of “distinctive Cnmpele‘ncc" seemed l'o.rcturlr:
executive attention to the present and the firm’s current opcratm;m.f
did not seem to concern the market environment or the future. 11 (()-
cused on what the organization currently knew how to do. In a?p ica-
tion, however, identifying the distinctive com'pclencc of an o’rg)amlza'tl(:
required the manager to identify an abstr'ach(.mfu set of g mﬁ? Cdﬁ;e
bilities the organization possessed that might indicatc \yhat position he
firm could occupy in its current product .markcts or, indeed. in othe
product markets it might begin opf:rating. in. s distine.
Thus. for example. one electronic appliance firm 'dem”-lff its h\) ©
tive competence as “putting motors in foldc.d metal h(?x'csy. S?t”:.;; X
hand, this phrase described a manufacturing capahlhit_\ rfa‘t u(h;mci
product and thus seemed concrete. On the other hand. it was anv dl s rL
tion that not only covered many different products prodgm'?d m't~]§j 1rhnj
but also suggested some new products. Furthermore. it Iqenllfl’t t c
distinctive competencies of the firm compared to othcrswm tthtrlncl
industry. Thus, it became possible for a manager to think: “This ¥s(}\ a
we know how to do in general. I wonder ho»y many valuable products
we could create with this set of general capabilitics. tone
By thinking about organizations in terms of cuﬁomcrs, compctl c;rI .
and distinctive competence, private sector executives found it [‘)OSST Z
to draw back from the compelling day-to-qay tasks of p.rod,ucmg ('];q
delivering their current products and to think about their cnte;pﬁl;m;
both in a wider context and in somewh‘at more abstract terms:d t.;V
stance turned out to be helpful becaus§ it allowed managers totnh er\':v;gé
threats and opportunities in their environments that v(voulc? other ‘d
have been missed. It also helped them become more |magmat|ve. an
more accurate in analyzing the varied routes they cjo.uld lakc;‘ to max1tm|i7;
ing shareholder wealth in the complex competitive environments
wf:ich they found themselves.

Strategy in Diversified Conglomerates

iate single irms

These original concepts were most appropriate {or smglg pmdgc(; ht
) M 1 M P ~ f a < r Y.
or for firms whose product lines clustered within a particular industry
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As :};*ms chzmgcd nto multiproduct conglomerates. and as the financial
) (G \ Y i< v =9 1 ‘
profiles of enterprises began to contribute to high rates of return as

much as desirable new products or low-cost technologies. the

strategy underwent important adaptations.* )
Fn‘st‘. many different things within an enterprise began to acquire
strategic significance. A strategic asset did not have to be a product or a
a

technology. It could be key personnel. a strong relationship with suppli- :
ers. or a particularly valuable manufacturing location offeriné Egth
transportation and tax advantages.* Even a license from a regulatory
agency could qualify. In short. as strategic analyses became morg sophi d
ticated, they revealed the strategic value of m;;ny different fealu;espoflsz; ;"

given enterprise.

Second. instead of viewing the firm as a single business. managers
came 1.0 see the firm as a portfolio of different huginesses‘ 47&“6& ortfg li
of businesses might turn out to produce some cost 0r<n;;arketinp ad f) N
lagAc:s topm*licular businesses within the family as a result of (:yomg Iden:;l:—
tarities in ﬁqancial transactions. production, ;ﬁslrihulion or mafketin -

[3pl4e‘vcn if the portfolio did not really have any of the;e technologi gvl
possibilitics. it would still have an advaﬁtage insofar as d“iverciﬁcatic:glcaf
products and industries spread a parlicul‘":r firm’s risk. If ar; enter s
had producls in several different industries, it was lc;ss vulner'ib{mfe
occasional downturns in a particular industry and bet‘ter able tLo leko
gdvnnlagc of rapid growth in new sectors.* Dviversiﬁcalion had its ce
n that Ih'c central focus of the organization might be lost and. with lzl:"cte
sonie <)f its productive capacitv. But for many ltlrms. the ﬁnanéial adV'Gl ‘
tages of a diverse portfolio of products more than compensated f the
loss of focus and expertise. mnenatedlorthe
- F‘hus. strategy shifted its focus to the relative strength of a firm’

different products in different markets and analyzed ho;v retur;]s f S
one product would finance the development and inevitable riqks (r)?m
newer Aproducl. It cmphasized the problems of distributing ri;ks an:j1
managmg transitions from one portfolio of products to an();hef rather
than finding a particular market niche in which to hole up ‘

Strategv as a Sustainable Deal
More recently still, the concept of corporate strategy seems to be goin
through another revision—this time to deal with p(;\—verful ;hallen ges t(%
corporate governance and management. One of these challengegs has
come from the increasing power of outside agents other than thgsharel
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concept of -

holders and the customers to make effective claims on the corporation’s
assets and activities.

In the past the principal group with whom management had to con-
tend in defining the overall purposes of the firm was labor." Indeed, until
recently. labor has been quite effective in making claims on organiza-
tions for such things as increascd pay. safer working conditions. more
reliable pensions. and so on.

More recentlv. others have joined labor in making effective claims on
private enterprise. Government. for example, now wants more from
corporations than mere tax revenues. It seeks to use corporations as
agents for social objectives ranging from environmental protection to
affirmative action.™ Even more recently, local communities have man-
aged to make some claims on corporations sensitive to their image as a
good corporate citizen.™! The cumulative pressure from these various
groups has gradually shifted the effective focus of a corporation from
maximizing shareholder wealth to accomplishing that goal subject to an
increasing number of social constraints—constraints that on occasion
seem more important than the original goal itself.™

Predictably. these changes have stimulated another important change.
Increasingly, companies find themselves vulnerable to hostile takeover
attempts by entrepreneurs who claim to see some unexploited economic
value in the enterprise and offer to buy control of the firm at prices far
above market values. Their willingness to pay the higher price testifiesto
their confidence that the assets of the firm could be used more intensively.
or more productively, or with greater loyalty to the shareholders’ inter-
ests. The shareholders are inclined to go along. Consequently, manage-
ment has become concerned about warding off such takeover attempts.

These challenges to corporate governance have forced private sector
managers to abandon the illusion that the authority to set the course of

the company's future development has been delegated irrevocably to
them. Their purposes and plans, once routinely approved in annual
shareholder meetings, are now often contested by truculent sharehold-
ers. aggressive corporate raiders. determined government regulators.
and angry local communities. As one business school professor put it,
“We used to think that setting the strategy of the firm was the preroga-
tive of the chief executive officer. Now we sec that a successful strategy
is simply a sustainable deal among a variety of stakcholders that includes
the sharcholders. the creditors, the customers, the emplovees. the sup-
pliers. the government. and the focal community.”™

In sum. the concept of strategy in the private sector has helped private
sector executives analyze opportunities for positioning and using their
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entcrpriscs in an increasingly complex and dynamic world. By focusing
.attcntmn on environmental threats and opportunities, and by énbourag- :
ing them to see their organizations in terms of their particula} distinctive
competencies and the strategically important assets they control. the
con.(‘cpl has aided private sector executives in formula]ing cong:rete
business plans. Increasingly. they are also encouraged to negotiate their

plans with all those who have a stake in the enterprise

DEFINING MISSION AND GOALS
IN THE PUBLIC SECTOR

Our quc"sti(m is whether these concepts can be usefully adapted for use )
by public scctor executives. At the outset. the differences between the ‘
two sectors may seem crippling. For example. the focus on competitors -
seems out of place, since many government organizations consider ‘7
lhfsmselvcs monopohes.™ Similarly, the notion that government agencies
might offer a portfolic of products with each one S:Jpporting another ir;

financial terms also scems a little bizarre.%

Yet the concept of corporate strategy applies meaningfully to public
sector cxgcutivcs. For example. the notion that the orgz;nizali()n might
he?vc? a distinctive competence wider than its current use is consistent
with viewing the library in Chapter | as a kind of indoor park that could
be used to provide day-care as well as a place to read and distribute
bo(?ks. The proposition that public sector executives should connect
their performance to the aspirations of citizens. overseers. and clients fits
the argument developed about public valde in Chapter 2. And finally
the 1}dca that organizations need to be positioned in an uncertain dy:
namic market, and that a successful organizational strategy must’em-
bady a sustainable deal among stakeholders. captures the dilemma of
Ruckelshaus and Miller far more clearly than the idea that they have a
well-defined mandate to achieve, Corporate strategy may even hel
public sector executives accommodate themselves to a rcali.lv they havg
long fought-—namely, that their mandate for action is bolhvambiguous
and vulncrable to change, and that an efficient response to that r“eality
may require organizations to be adaptive and flexible rather than rigidly
focused on achicving a clearly defined objective.

The Strategic Triangle

For the fast several years the public management faculty of the Kennedy
School of Government has worked with a rudimentary concept of organ-
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izational strategy adapted for the public sector.™ In this conception, an
organizational strategy is a concept that simuitaneously: (1) declares the
overall mission or purpose of an organization {cast in terms of important
public values); (2) offers an account of the sources of support and
legitimacy that will be tapped to sustain society’s commitment to the
enterprise; and (3) explains how the enterprise will have to be organized
and operated to achieve the declared objectives.

In developing a strategy for a public sector organization. a manager
must bring these elements into coherent alignment by meeting three
broad tests. First. the strategy must be substantively valuable in the sense
that the organization produces things of value to overseers, clients. and
beneficiaries at low cost in terms of money and authority.

Second, it must be legitimate and politically sustainable. That is, the
enterprise must be able to continually attract both authority and moncy
from the political authorizing environment to which it is ultimately
accountable.

Third, it must be operationally and administratively feasible in that the
authorized, valuable activities can actually be accomplished by the exist-
ing organization with help from others who can be induced to contribute
to the organization’s goal.

These tests are powerful because they identify the necessary condi-
tions for the production of value in the public sector.™ To venify their
necessity, imagine what happens to managers and their organizations if
any one of these three conditions is missing.

If managers have an attractive purpose broadly supported by the
political environment but lack the operational capacity to achieve it, the
strategic vision must fail. Either the goal will be rejected as unfeasible or
the political world will find a different institutional vehicle for accom-
plishing it.

If managers havé a substantively valuable goal that is administra-
tively and operationally feasible but cannot attract political support.
then that enterprise. too. will fail. The want of capital and resources
will doom it.

If managers conceive of some organizational activitics that can com-
mand political support and are administratively feasible but lack any
substantive significance, then, over the long run that strategy will fail—
not necessarily because the organization will be diminished. but simply
because its operations will be wasteful and someone will eventually get
around to blowing the whistle.

Finally and most painfully. if managers have substantively valuable
ideas butl are unable to attract political support or administer them
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Feasibhv . thon thoae 1d

i vas st fail as strategic conceptions. Such ideas
are Tacadoni the worst sense of the word

The Utiline of the Framework

Phis frane wonk ke the coneepls of corporate strategy in the private
sectar hefps pubbe seetor exeeutives draw back from the task of prcx‘(idk-
LERUT s nntaining their organizations. while refocusing llicir
attention on the quiestion of whether their political or task cm*irm?mcms
now cithor coare o allow them 1o change their oreanizational mr;
poses i the antorest of creating additional public value. it helps ll'lcm
ANt s ol pirposefulness that allows them to challenge and

! msations toward the production of greater public {'ZQILIC “"
(Uas impornane 1o keep in mind that a manager migh inerease puhl.ic
[\;almi B daw asine the oreanizations's operations and returning money
O PIIVHC Cong s i { : '
”“: :Il;\\::\\\L,‘(i‘\!‘\\\';i‘i:l\}‘FltlH. I the public sector as in the private. grow is

lead thess ore

J»\;i '!’l('\’cd‘ one of the persistent values in our political
iy e desire o keep the public sector as small as possible.)
Ore it | sof the cone ‘ ‘
Cpartcasant o use of the coneepl encournecs public sector man-

avers tomsean then authorizi o |
ther mg environments for potential che 1

! ; 1al change

the collectn ; ‘ o

CRVIFOIIRCHT i

pehtical aspirations that euide their operations; scarch
o Lash cnvironments for emergent problems to which
lu‘n craamzations meht contribute some part of the solution: and
revice NN I Ow i » of
e the oporaaons of their own and other organizations in scarch of
i lcdvmmlngncs that their organizations could use 1o
IMpreve porternimee inexisting (or conceivably new) missions
Taken oot ahveis of ; Af the
| lm ‘ ; « ;‘h‘ oanavsis of the external demands and of the internal
capabihtios hiclps manaeers underst i izati ‘
anag derstand why their oreaniy; s i
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New Procrany. o
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dentto which managers can count on smooth sailing

R ET . I O Iy 1 "
toens and their representatives are demanding what

the oreanizanon. o L

m the futuee I

» ¢ happily producing. managers might well rest casy
IR lbm\\ CLOL RPNt meonsistencies exist hetween \\\'hzn citizens ;m-d'
Ihcn ovenestsdosec and what the organizations supply.then the execu-
tves Base tovcaben ther mandates and their organizations.®
Prenthe abecncs ot trauble hetween mandates and operational capa-
cossanhamply that all is well. Managers. suided by
the strateere ot ‘ ] ’

brlities doce o g

4 Shive to consider the possibility that while citizens
and overscers seons appy . somehow (he organization still fails to pro-
duce vt o ot They have to cheek intermittently to find out if
the assumpions they and citizens make about the ultimate etfectiveness

of then entorprea w e i Fae b '
‘ P areoin et true, That s the challenge implicd by
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defining the coneept of public value somewhat independently of the
political support and legiimacy of the organization. and by sugeesting
that analvtic techniques such as program cyaluation and benefit-cost
analvsis have an important role (o play in helping manacors locate and
recogenize the creation of public value,

They also have to consider the possibility that things chanee  that
new political demands will emerae. or that new technological possibili-
ties will appear. To the extent that these changes redetine what is valu-
able for their organizations to do. managers have to he aler and respond
with suttable adjustments.,

In short. the concept focuses managerial attention onnsard. 10 the
value of the organization’s production. npward, toward (he political
definition of value, and dowinward and imvard. 1o the craamization’s
current performance.” To the extent that this review revesls importint
inconeruitics in the position of the oreanization. then th: manageer ol
that oreanization would he encouraged to rethink his or hor basie strat-

cev until it was once more properly aligned

Analviic Techniques for Strategic Plannin:
Iiach point of the trinngle provides a different vamtage point for con-
sddering the question of what would he valuable Gand feasible) to do.
More important. cach point engages a different set of analvtic meth-
odologies for answering the basic question symbalized by that point on
the trinngle.

For example. in asking whether a particular organizational goal is
substantively valuahle, managers are encouriaged (o rise normative
questions about the value of their efforts and to bring o bear the
analvtic apparatus that can help them answer those guestions. The tech-
pical apparatus of program evaluation and hencfit-cost analysis can he
wheeled out to Lelp make this important determination. Vanacers can
also apphy philosophical and legal analvses of social fustice fundamental
Jairness., and any individual rights that micht he affected Hean oreaniza-
ton’s operations.””

In asking whether a goal is politically sustainable. one invites wn
analvsis of the politics surrounding the organization.™ Fhes could melude
an analvsis of the important values that are at stahe o the oraanization’s
operations. (he interests of those legislators who oversee the oreaniza-
Gon's operations. the claims pressed by interest groups. or the bits of
conventional wisdom that now justify and cuide the oreanization’s ac

tvaties
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In asking whether a particular goal is organizationally doable, one can

relv on the techniques of feasibility assessment and implementation -
analysis.” These techniques draw on what is known about the ways in ;.
which. and the rates at which. organizations can change their activities.®

In sum. thinking strategically in the public sector requires managers
to assign equal importance to substance, politics. and organizational ‘.
implementation. Currently. these elements remain disconnected. Some. +

such as academic experts and policy analysts, specialize in substance.™
Others, such as political appointees or the directors of legislative affairs
offices, specialize in politics.”™ Still others, such as those who direct
offices of administration and management, specialize in administrative
feasibility. Thus. thinking strategicallv means integrating these diverse
perspectives. If any perspective is left out, some important consideration
in choosing a value-creating path will be lost.

A Contrast to Classic Traditions

of Public Administration
The strategic triangle is designed to influence how managers distribute
their attention, thought, and action across their operational environ-

ments. It can be particularly helpful to them in performing the crucially |

important task of defining their organization’s overall mission and goals.
To decpen understanding of the strategic concept and further evaluate
its utility. compare its recommended focus to the orientation commonly
associated with the classic tradition of public administration.”

Perhaps the most notable difference is that the classic tradition of
public administration does not focus a manager’s attention on questions
of purpose and vatue or on the development of legitimacy and support.
The classic tradition assumes that these questions have been answered
in the development of the organization’s legislative or policy mandate.™
The policy mandate simultaneously defines the organization’s purpose
and creates a normative presumption that such a purpose would be
publicly valuable to pursue. The mandate also explicitly provides the
organization with the resources—the monev and public authority—it
needs to achieve its purpose. Finally, it authorizes the managers to
deploy those resources to achieve the mandated goals.

Given that the questions of resources. authorization. and value have
all been resolved in the establishment of a policy mandate. managers
must pursue the downward- and inward-looking tasks of deploving
available resources to achieve the mandated objectives as efficiently and
effectively as possible. ™ In accomplishing this goal, managers relv on
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their administrative expertise in wielding the instruments of internal
managerial influence: organizational design. budgeting. human resource
development, and management control.™ To thg extent that managers
look upward and outward. they do so primqnly to ensure that they
operate within the framework of mandated objectives. that 131t(‘» ensure
that they are properly accountable ™ The definition (and redefinition) of
yse is left to policymakers. .
pu;?l(contrast. thepstraiegic triangle rests on the assumption that pubhc
managers should define an organization’s overall purpose and mission.
It also reminds them to develop conceptions of valuable purposes frgm
sources beyond the boundaries of their own administratw; experns?.
They are encouraged to use analytic techniques to scan their task envi-
ronr'nents and evaluate their own performance as the basis for forming
independent views of the value of planned or‘past activities. .
Managers should interact with the political system not simply
through ‘the medium of their mandated purposes but instead thmugh
mnre‘cominuous and interactive dialogue. They should look hehind the
mandate to see how different political aspirations have been reflected
in the mandate that seeks to guide them. and how the balance of po-
litical forces seems to be changing over time.”” They should engage
political overseers in deliberation to improve theil;vjudgmem about
what the political system would regard as valuable.™ Moreover, thc\
should adopt this stance toward politics not only at those rare times
when legislation affecting their organization is being considered but
routinely. v
Even more radical is the idea that managers’ knowledge of the dis-
tinctive competence of their organization—combined with what .thcy are
Jearning through their current operations about the needs of thetr chcnt<
and potential users—might suggest potentially vz}aluable new activities
for them to initiate. Thus, for example, the librarian m Chapter | con-
siders whether and how to accommodate the needs of the' lgtchkey
children. At first blush, such an initiative seems beyond her mission and
difficult to accomplish—therefore something to be res-isth On rfzﬂeo
tion. however. the idea might well be within her mission: it requires a
distinctive competence her organization has developed. In.short.. she
senses that there is a valuable new use for her organization. Like private
sector managers who seek niches in their cnvironm;mg that they are
well positioned to fill. so strategically orientc?d pubhc sector managers
might spot new opportunities for their organizations to meet emqrgenF
political demands or to respond to new needs that were not previously

recognized.
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Thus. this strategic conception seeks to incorporate the techniques of

political analysis and policy analysis as well as administrative and organ-
izational analysis in the required repertoires of public sector managers.
tn daoing so, the concept of strategic management in the public sector
seems to elevate public sector executives from the role of technicians,
choosing from well-known administrative methods to accomplish pur-
poses defined elsewhere. to the role of strategists, scanning their political
and task environments for opportunities to use their organizations to
create public value.™ It also changes their administrative job from assur-
ing continuity and efticiency in current tasks to one of improvising the
transition from current to future performance. Like private sector ex-
ecutives., public sector executives serve to position the organization they
lead to create public value. not simply to deploy resources to accomplish
mandated purposes.

Now. such a broad invitation may pose hazards for democratic gov-
crnance. It mav be dangerous to encourage public sector executives to
use their imaginations to search for public value. In gauging this risk.
however. we must keep in mind that the primary change being recom-
mended is in the thoughts and actions of managers, not in the existing
institutional arrangements that hold them accountable.™ In action. man-
agers will still be bound by the tight process of oversight that now
constrains them and by the rigidities of the burcaucracies that they seek
1o lead. The only new action I propose is that managers feel authorized
to scarch their environments with purposeful, value-seeking imagina-
tions and then to act on any opportunity they see through interactions
with their political authorizing environments and innovations within
their own organizations. If thev succeed in finding and exploiting oppor-
tunities to create value, it will be because they earn their success in the
tough institutional cnvironments in which thev find themselves. not
hecause their world has become less demanding.

To see how this concept works in practice. and the sorts of choices a
manager faces in committing himself and his organization to a particular
strateev. fet us return to the examples of Ruckleshaus and Miller.

THE MISSION OF THE EPA:
POLLUTION ABATEMENT
Ruckelshaus, challenged to establish a direction for the fledgling Envi-
ronmental Protection Agency. defined its mission as “pollution abate-
ment. ™ This overall concept. and the more particular substantive. po-
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litical. and administrative actions it entailed. turned out to function well
as a strategic vision for the emerging organization.

Pollution Abatement as a Corporate Strategy

In committing the EPA to the goal of pollution abaterent, R}lckclshaus
made an important substantive statement about what public v:?luc he
was to produce. More precisely. he signaled how he should stnk.e t.hc
balance between society’s desires to have an altractive. safe. and pristine
environment. on the one hand. and its desires to enjoy economic growth.
Jow taxes, and limited government intrusion into the operations of the
market economy. on the other. In Ruckelshaus’s view, public value lay
in the direction of a more aggressive environmental cleanup rather than
a continuation of the status quo. An important question, of course.is on
what basis he decided this crucial matter.

Onec answer is that he formed this view in response to the politics of
the issue, The concern of many Americans for preserving the quality of
the environment seemed to persuade him that tilting toward environ-
mental cleanup was not only politically feasible but also, and partly for
this reason, normatively desirable.

A second answer is that actual objective conditions indicated that the
quality of the environment was worsening, and worsening in ways thal
affected all the important ultimate values in this domain—aesthetics,
health, and preservation. It is important to recall, however, that no one
knew systematically at this stage whether environmental quality was
deterio'rating or not. or what the important consequences of anv dete-
rioration would be. or how the environmental degradation could best be
reversed. Data monitoring the state of the environment. or the costs and
effectiveness of interventions to reduce poltution, were simplv not then
available to answer these questions on a hard scientific basis. Some
would argue. then. that the prudent course for Ruckelshaus would have
been to wait until more evidence became available before launching the
country on an expensive path toward environmental cleanup. That was
certainly the course preferred by President Nixon and his staff.

Yet. Ruckelshaus decided to commit the EPA and the country to
beginning the process of environmental cleanup. One jusliﬁczni.on for
such a decision would be a judgment that the best way for society to
learn about both the costs and the benefits of environmental protection
would be to try it for a while and see what happened. Without doing
something to avoid pollution or to clean up the accumulated harms.
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soctety would have no way of knowing much about either the benefits or

the costs of the environmental cleanup.

Ruckelshaus himself summarized his judgment about the value of ;
environmental protection. “There was enormous legitimacy to the issue |

itself.” he said.** Both the politics and the objective circumstances as bes

he could then see them encouraged action to clean up the environment. !

In terms of its ability to sustain political support, the concept o
“pollution abatement™ nicely balanced the competing political values
that held the new agency in their grip. On the one hand, the phrase
suggested a commitment to action rather than further study: that was

what “abatement”™ meant. For environmentalists, this stance repre- |

sc‘nteq an important gain over past policies and therefore attracted some
of their grudging support. On the other hand, the phrase left it unclear
exactly how far Ruckelshaus meant to go in his cleanup efforts. Poltution

was to be abated. not eliminated. 1t also seemed to indicate that the

process would be deliberate. Polluters would have time to adapt to their
new _respons;hzhtics. These features gratified those who. at least in the
first instance, would have to pay for the costs of the cleanup.

In tgrms of its operational feasibility, the phrase. again, had some
attractive features. 1t identified the key operational work that the or- i

ganization had to do: namely, find some way to motivate polluters to
reduce the pollutants they were putting into the air and water. And it
was formulated in a way that allowed Ruckelshaus to begin making
progress almost immediately without revising the organization's act
cepted operational objectives. As one participént in a Izennedv School
executive program explained, “Ruckelshaus has found an organizational
goal that is immediately achievable, but never attainable, and therefore
continually challenging.™

Ih.u‘s. committing the EPA to the goal of pollution abatement met the
conditions of a successful corporate strategy. It identified a purpose that
was plausibly of public value. calculated in both political and substantive
terms. It attracted enough political legitimacy and support to ensure that
the EPA could remain as a going concern. And it defined an operational
task that was challenging but not hopelessly beyond the organization’s
capacity to accomplish. - T \

Implementing Strategy I: Maintaining Legitimacy
To make the goal of pollution abatement more than an empty slogan
h()wcver‘ Ruckelshaus had to take specific, concrete political,'subszan-‘
tive. and administrative actions that reflected his commitment to this

ENVISIONING PUBLIC VALUE

o

goal and shaped his organization’s ability to act on it. In the political
domain, this required him to prod and equip the EPA to act like an alert,
forceful agency capable of responding to environmental crises with
novel uses of governmental powers. Thus, for the first ycar. whenever an
environmental crisis occurred, the EPA would respond—even if only to
give a comment or announce a study. Moreover, the EPA initiated suits
against a half-dozen targe poltuters—including both private sector cor-
porations and municipal sanitation departments. These particular ac-
tions satisfied political overseers that the agency’s commitment to abate
potlution was real, not just rhetorical.

It also required him to show some degree of independence from the
Nixon White House, for Nixon was widely (and accurately) viewed as
skeptical of the value of the environmental crusade. When Ruckels-
haus’s independent stance and greater enthusiasm for environmental
cleanup threatened his working relations with the White House staff.
Ruckelshaus argued that his activist stance neutralized a potentially
powerful political challenge from Senator Muskic. This argument kept
him tolerably well aligned with one of his most important overscers.

In addition, throughout the period. Ruckelshaus kept lines of commu-
nication (and potential influence) open to key representatives who
wanted to prevent the environmental movement from striking too hard
or too suddenly at the economic interests of their constituencies. To be
able to support Ruckelshaus, they necded confidence that they could
shape the form and pace of governmental regulation to ensure a smooth
{and minimally disruptive) adaptation. Thus. Ruckelshaus hired a spe-
cial consultant to keep him abreast of the concerns of the agricultural
interests represented by Congressman Jamie Whitten, the chairman of
the House Appropriation Subcommittee to which Ruckelshaus was ac-
countable. Taken together. these actions sustained a political coalition
in support of Ruckelshaus. the EPA, and pollution abatement.

Implementing Strategy 11:
Substantive Policy Decisions
Substantively, Ruckelshaus gave impetus to his overall strategy by decid-
ing several particular policy issues in ways that reflected both his deter-
mination to move toward environmental cleanup and his openness to
negotiating on the pace and form of the cleanup. Confronted with the
question of whether to ban DDT—a pesticide made infamous by Rachel
Carson—Ruckelshaus opted for an outright ban. It would have been
hard to do otherwise and still be scen as someone bent on environmental

ORGANIZATIONAL STRATEGY IN THE PUBLIC SECTOR




cleanup. (1t also helped that more effective and safer pesticides had been
created since Carson’s first warnings. )
Confronted with the guestion of whether to set air quality standards

immediately even though the existing science was insufficient to show a -

certain or exact retationship between air pollution from cars and bad

health consequences. Ruckelshaus decided to set the standards on the "

hasis of only a single empirical study. Apparently. he believed that it was
more important to get started on environmental cleanup than to get the
standards exactly right at the beginning.

Confronted with the guestion of whether to impose penalties on

automobile manufacturers producing vehicles that failed to meet envi-

ronmental standards, Ruckelshaus imposed fines on trucks. not cars.

This policy got the attention of the automakers without disastrously ;

crippling them In cach of these cases. Ruckelshaus took a firm action
that set the stage Tor further work to go forward in cleaning up the
cnvironment but did notinflict large cconomic losses.

Implementing Strategy 1
Building Operational Capacities

Operationally, Ruckelshaus’s key decisions focused on the overall strue-

ture of the organization and the people to be appointed as subordinate
managers in the structure he created. An Office of Management and

Budget (OMB) Task Foree advised him to adopt a standard functional
organization then common to many federal organizations, that is. to

appoint assistant administrators for Administration and Management.
for Science and Technology, for Monitoring and Survcillnncc.&and for
I'nforcement.™ Others. cager to focus the organization on ultimate goals
and objectives, recommended organizing on the basis of pmﬁmms? The
programs. in turn, could be detined in terms of cither the media to be
cleaned or the pollutant to be attacked. They proposed to have assistant
administrators for Air Pollution. for Water Pollution. for Solid Waste,
for Noise Pollution. and so on.

In the end Ruckelshaus followed neither recommendation. He opted
for a mixed structure featuring assistant administrators for Administra-
tion. far Linforcement. for Air Programs. for Water Programs, and for
Science. One could see this arrangement as nothing more than a com-
promise between two plausible plans. A ditferent interpretation. how-
ever. is that this structure followed a logic dictated by an image of the
1EPAs development over time rather than by an effort to leap directly to
the optimal lone run awrrangements. )
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In the short run Ruckelshaus needed to develop some organizational
capacity to take action against flagrant polluters: a powerful Office of
Enforcement. This capability was central to his strategic vision for three
reasons.

First. establishing such an oftice would powerfully and concretely
embody his commitment to pollution abatement. To the extent that he
had calculated correctly about the balance of political forces, creating
such an oftice would establish his credibility and allow him to continue
to operate with a recasonable amount of support and enthusiasm from his
political overseers.

Second. the commitment to action reflected in the establishment of
this office and backed up by continuing political support would not only
give him some frecdom and diseretion in the short run, but would also
produce a potential supply of additional money and authority over the
long run. He needed this material to build the EPAs real operational
capabilities in the future. He understood the difference between under-
taking merely symbolic. immediate actions and building the EPA over
time into an organization that could attack pollution operationally on a
very broad front and on a very large scale. For that, he woutd need @
continuing low of money and authority long into the future. which could
be used as investment now.

Third. the symbolic actions taken against polluters would help
strengthen the environmental movement by focusing its attention on
visible targets and by giving it a potentially powerful new ally. This
alliance would help sustain a flow of money and authotity to the organt-
sation in the future while conceivably producing operational henclits
almost instantly. The stronger the environmental movement. the more
fikely the polluters to begin taking action on their own to clean up the
environment. The movement might succeed in educating and persuad-
ing current polluters while putting pressure on them to change. More
important. it would indicate to polluters that they would eventually have
to stop polluting and that they might as well get a jump on the competi-
tion and begin adapting now rather than wait for the EPA to getaround
to them.® The EPA had to rely on such cffects. for it had quite limited
powers to compel an immediate environmental cleanup without societal
encouragement for voluntary comphance.

For both political and operational reasons. then. Ruckelshaus natu-
rally established an Office of Enlorcement reporting direetly 1o him.
Indeed. this oftice made the responses that established the mragee of the
EPA inits first few vears and helped sustain the political determination
to attack cnvironmental dearadation.
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While the Office of Enforcement was the most important short-run
priority, the targest problem facing the organization in the medium term
was translating its broad political and legal authority to clean up the
environment into specific obligations on specific polluters. The legista-
tion directed at cleaning up the air and water had established particular

procedures for accomplishing these objectives. In the case of air, the §

federal government was authorized to establish ambient air quality
standards. and the states were then obligated to develop state plans for
pollution control capable of meeting the federally mandated standards.
In the casc of water pollution, the states decided on both the standard
of cleanliness to be met and how the burden for cleaning the environ-
ment would be distributed across polluters. The water program also
included a large federal subsidy for municipal sanitation agencies, while

the air program rclied only on government authority to achieve its

purposes.
At the time the EPA was created, very little of this work had been
completed. Yet, until it was completed. no particular poltuter had any

enforceable liability for cleanup or much knowledge about how to con- |

tribute to environmental protection.
To ensure that this enterprise proceeded apace, Ruckelishaus left

intact the administrative units then performing these functions. He rea- &

soned that disrupting them would slow their performance—particularly
since the central staff of the EPA would be focused on enforcement

efforts and administrative arrangements necessary 1o integrate the di- §

verse units.
In the long run, he reasoned, the EPA’s Achilles” heel was likely to ¢
he the scientific base justifying and targeting the cleanup effort. In the
short run. indignation about pollution would be strong enough to main-
tain support for reasonably aggressive action. Enough flagrant and eco-
nomically insignificant targets existed for the EPA easily to justify its
overall mission or its specific conduct in targeting particular firms for
cleanup efforts. As the total and marginal costs of environmental
cleanup increased. however, there would be stronger demands for !
justifications and greater need for precision in the targeting of cleanup
cfforts. To maintain the legitimacy of the issue. sheer indignation would
have to vield (o support from science. That could onlv come from :
strengthening the FPAS scientific base. To build that capability. Ruck-
clshaus had to create a home that appealed to first-rate environmental |
scientists; he had to give them enough time not only to develop the
knowledee hase but also to develop the people who could create it
Organtzationally, the best way to accomplish these goals was to create
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an Office of Science that would insulate the scientists who worked there
from most short-term operational demancds while keeping them focused

on the EPA mission.

The Results

As a result of Ruckelshaus's strategy. the EPA and the country launchc‘d
on a particular course of action: toward environmental cleanup. The air
and water began to get clean at a faster rate than a less aggressive
posture probaivly would have accomplished. The EPA itéelf hecame a
powerful agency that attracted quality people and used their talents well.
Ruckelshaus gained a reputation as a first-rate govemmenm'! lcader and
manager—much admired by the politicians who worked with him and
his stz;ff of administrators and scientists. These consequences all register
on the plus side. -

On the negative side. Ruckelshaus’s strategy introduceq some ti-
gidities into the government’s actions in dcaling \.vith environmental
degradation, which became quite costly as difficultics and new threats

- appeared.® By casting the mission as pollution abatement and empha-

sizing enforcement as an approach, Ruckelshaus made it much harder
for the organization to shift its strategy to approaches that made
effective use of markets in locating places where cleanup could‘ be
undertaken inexpensively. By failing to differentiate  the possxble
justifications  for environmental cleanup (for exampl.c‘ acstvhctxcs.
health. or preservation). and by cmphasizing conventional air and
water programs. Ruckelshaus may have slowed the govcrmpenl S re-
sponse to toxic wastes—a prohlem that was arguably more \mp(jrlarTl
and more difficult than those that commanded much of the EPAs
attention,

But these negatives suggest only that no single strategy can be suc-
cessful in accomplishing everything over the long run. Indeed., a stralcg}’
‘by definition emphasizes some purposes at the expense of others.™
Moreover, the decision about what to emphasizce is always condilionde
by the time at which the decision is made. Anv given strategy will
p}ohahly ook worse over time. The right test for a slratcg_\'i then, 13 not
whether it solves all problems forever. but rather whether it solves the
important problems for the next several years and lcuwﬁ a reasonable
amount of room for adjusting to issues that were not anticipated at t.hc
outset. By this test. Ruckelshaus's strategy for the FPA scems quite

valuable.
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THE MISSION OF DYS: HUMANIZING
THE TREATMENT OF CHILDREN
Challenged to lead the Massachusetts Department of Youth Services.
Jerome Miller defined his mission as “humanizing the treatment of
children.” This goal. too, scemed o meet the conditions required for a
plausibly effective corporate strategy for his organization.

Humanizing Treatment as a Corporate Strategy
Like Ruckelshaus's strategic vision, Miller's conception was designed to
resonate with, and help organize the politics surrounding. the organiza-
tion he led. He sought to capture the enthusiasm of an emerging political
constituency then bidding to overturn the political agreements that had
previously guided the ageney’s operations. But Miller arguably went
further than Ruckelshaus. Instead of balancing the competing interests,
Miller staked the organization on a vision closer to the aspirations of the
most radical reformers. 1t reflected the views of reformists who spoke in
terms of justice for children and rehabilitation, as opposed to expressing
the values of those inclined o protect the community from juvenile
crime. s political success depended on sustaining that more extreme
political constituency.

Substantively, Miller thought that such treatment would pay off not
only by demonstrating in DYS operations a proper vision of what chil-
dren justly deserved. but also in practical terms by reducing recidivism
and saving money over the long run. Despite little actual cvidence,
widely endorsed theories established the plausibility of this claim.* In
any case. compared with the expensive, unjust, and ineffective way that
DYS was currently operating. almost anvthing could be considered an
improvement—at least i Miller’s mind and in the minds of his sup-
porters.

Operationallv. the concept also identified the key tasks facing the
organization. The wav DYS treated kids had 10 change—{rom “dehu-
manizing™ 1o “humanizing” conditions. That. presumably. mecant not
onlvincreasing the flow of educational and rehabilitative services to kids
but also treating them with respect—perhaps even love. 1t might also
mean keeping them m contact with their natural parents and their com-
munitics. and seeing them as children more than urban terrorists.

Miller's vision was a bold one. Whereas Ruckelshaus’s strategy
seented to o right down the middie of the political conflict surrounding
the organization. Miller's strategy scemed to align itsell with one of the
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extremes. Whereas there was enough objective cvidence to'sustain a
broad public enthusiasm for attacking environmental p()llutu.m. Fllcrc
was nothing but a contested sociotogical theory and a sense of lyp‘stlcc to
indicate the wisdom of humanizing treatment for juvenile offenders.
Whereas Ruckelshaus’s strategy depended on the gradual dcvglnpm.cnt
of a new organization. Miller’s seemed to require a radical rcpngnmtmn
of an existing organization. Clearly, Miller adopted a much riskicr strat-
egy than Ruckelshaus.

Implementing Strategy 1:. .
Building Operational Capacities

Like Ruckelshaus, Miller had to find some concrete wavs to establish
his commitment to the goat of humanizing treatment n hovth the po-
litical and operational spheres. At first. Miller sought to njplgmn‘nt
his strategy by changing the institutions lhcmsclv‘csl' He chmmatc‘cf
rules governing haircuts and dress, and thereby chmn‘mt.cd. a source
of power that the custodial staff had used to cnfnrcc.’ dl.\'C\p!mc within
the institutions. He also toured the institutions, “trying to find people
who shared his goals.” and authorized them to initiate new programs
regardiess of their status in the organization’s hierarchy. Hg drew vol-
ur{teers into the institutions to run new programs for the children. Per-
haps most important, he encouraged the children to spcak out ahout\
the conditions and to come to him with any complnmtff about ~staft
behavior. These changes had a revolutionary impact inside the insti-
tutions: they not only altered existing policies and pm;cdurcs but also
shattered previously fixed and established relationships between the
staff and the kids. o -

Although these reforms created turmoil within the institutions. Miller
eventuallJ became convinced that it was impossible to make |n1p0.rt;.\nt
changes in the way kids were treated within the structure of the cx1§t1ng
institlltions. DYS. he said. was “like China™ it would absorb all efforts
at reform and remain unchanged. Consequently. he embarked on a
series of administrative reforms to create alternative placements for
children outside the institutions. o ‘

His next important move was (o increase spending in a little-used
hudgetary line for purchase of services {rom foslgr par.cnls and othgr
priv}nte aéencies to provide supervision and care lor.ch|ldrm ln‘ addi-
tion. Miller significantly shortened the average period of stay m the
institutions. Tronically, he did not intend to take this step. He sent a
memo to the heads of the various institutions establishing three months
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as an appropriate minimum stay for children in the institutions. The

heads of the institutions interpreted the memorandum as establishing
th‘e expected maximum stay and began paroling children from the in-
stitutions.

This may not have been a wholly innocent misinterpretation, for the
heads of the institutions felt threatened and attacked by Miller's ideas
and they may have hoped that community indignation unleashed by thé
releases would stop Miller's innovations. If that was their goal, however
they were sadly disappeinted. Both they and Miller were astonished té
learn that even though the population in the institutions began to de-

cline, no one seemed to be complaining. Miller decided to continue and 3

accelerate the initiative.
. In a dramqtic gesture symbolizing his determination to deinstitu-
ugna!lze the juvenile population. Miller ordered the Bridgewater in-
stitution closed when a riot occurred there during a tour by the gov-
ernor’s wife. He then promptly and ostentatiously bulldozed the empty
structure.
Asa ﬁnz‘ll key step toward the goal of establishing an administrative
and operational basis for supervising children outside the context of the

institutions, Miller created a regional administrative network within

DYS to stand al‘(mgside the organizational structure based on the insti-
lllll(.\n& He assigned the regional administrative network the job of
finding alternative dispositions for children entrusted to DYS. As the

population within the DYS institutions shrank, the relative importance -
of the regional nctwork grew, until the regional network became the

heart of the organization rather than the institutions.™

Implementing Strategy 1I: Maintaining Legitimacy
Obviously. to manage these dramatic changes in the structure, conduct
and performance of DYS, Miller needed a very heavy, sustained dose 0%
“capital.” He needed financial capital to pay the sha;plv increased costs
associated with managing the transition from a svsten; in which delin-
quent§ were supervised in the context of institutions (which continued
to claim funds) to a program that cared for them through community-
based programs (which had to be built from scratch). As importaﬁt
however. was the political capital that would allow him to pursue his'
controversial vision against the concerted opposition of the custodial
staffs. the skepticism of the police and judges who disagreed with his
approach, and the fears of citizens who once again had to face childrer;
who had committed crimes.
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To shore up his mandate for humanizing the treatment of juvenile
detinquents, Miller had to sustain and build support among the individu-
als and groups that could authorize him to take action and protect him
from attacks launched by others. Close-in support came from Governor
Sargent and Secretary Goldmark, who remained strongly committed to
Miller’s course of action. He also received unexpected support from two
key members of the Massachusetts legislature who successfully fended
off proposed legislative investigations of Miller’s “mismanagement” of
the department.

While these individuals seem to have based their support for Miller
principally on their shared commitment to his cause. he turned out to be
an enormously successful politician and advocate for his cause. As one
observer put it. from the outset. Miller “married the media.” He was
extraordinarily successful in publicizing the terrible conditions then
prevalent in the Massachusetts institutions. and in showing the human
side of the children who had been transformed in the public mind into
vicious young thugs. He promised to save the children from public
neglect. Against the political power of that value at that particular time.
worries about a little administrative inefficiency and small increases in
the level of juvenile crime seemed inconsequential. Except for some
die-hard opponents, members of print and electronic media gave Miller
and his reforms consistently enthusiastic reviews.

With the powerful values he championed, and the widespread media
support. Miller managed to strengthen youth advocacy groups through-
out Massachusetts. These groups provided Miller with the political
muscle that sustained his supporters’ commitment and held his oppo-
nents at bay. Moreover, they supplied a nucleus of people who could
staff the new programs Miller needed both within and outside the in-
stitutions. Initially, many of the volunteers who created programs
within the institutions came from this youth advocacy movement. Later,
these people began operating programs on a contract basis outside the
structure of the institutions but still under the regional umbrelia of the
new DYS.

Finally, Miller found one other crucial financial backer and political
ally—the federal government. Pressed by national trends stmilar to
those operating in Massachusetts. the federal government had created
an Office for Juvenile Justice and Delinquency Prevention (OJIDP)
whose strategy for changing the nation's juvenile justice system matched
Miller’s. Indeed, it seemed to OJJDP that Miller's reforms led the way
to substantial reform. As a result. they contributed financial support to
cover the cost of the new network of services that Miller was creating

ORGANIZATIONAL STRATEGY IN THE PUBLIC SECTOR




and offerced assurances that Miller was at the professional and technical i

frontiers in dealing with delinquent children.

The Substantive Value of Humanized Treatment

What nobody knew, of course, was whether the reforms that Miller

championcd would actually work to reduce juvenile crime. Miller was
largcly unconcerned about this. He argued that his reforms merely had
to beat the alternative of institutionalizing kids. He was confident that
his programs could do no worse than the institutions in terms of reducing
vouth crime in the short and long run: his programs used public m(me:;

and authority less intensively than the state institutions and embodied a ¢
more attractive relationship between the society and its children. 1t was
not only plausible but virtually certain, therefore, that his effort created :

more public value than the institutions had.

The Results
Miller's tenure in Massachusetts lasted three years. In that time he laid

the foundations for a radically different wayv of supervising juvenile

offenders.™ He shifted DYS from an organization that consisted almost
e'nlircl_v of state-managed institutions to one that consisted Valmost en-
lurel_v of privately run, community-based programs. The variety of forms
ol‘c'ure and supervision for juvenile delinquernls increased dra.maticall\;
raising the likelihood that a program suitable to the particular circun;:
smncc?s of individual kids could be found, while broadening society’s
Cﬂpa}cny to learn what did and did not work. Moreover, the pzjrchaséof
service arrangements provided much greater flexibility to administrators
in adjusting the aggregate level and distribution of typ'es of social control
programs.

Over time the political constituency that ushered in the reforms weak-
cngd. But it was replaced by a new political constituency rooted in the
private care providers nourished by Miller's reforms.® Gradually. some
secure carc was added to the portfolio of programs available to DYS to
deal with c¢hildren who seemed particularly dangerous. The net result
was that Massachusetts enjoved then. and stil enilws now. a much m»ore
\"Zlf'lcd portfolio of programs to be used in supérﬁsing and caring for
dclmqucnl children than any svstem in the country. When challenged by
assertions that the transition from the old to the new system could have
been made in a tidier. more efficient way. Miller simpl’v asked how that
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could have been done and pointed out that nowhere else has that been

accomplished.

THE MANAGERIAL UTinaaTy

OF MIiSSION STATEMENTS
Ruckelshaus and Miller made a lot of the opportunities presented to
them. Their articulated purposcs established the frameworks that
guided governmental action and justified public investment in the do-
mains for which they were responsible. Their organizaticns hecame
resourceful and powerful in accomplishing the purposes they articu-
lated. Although the political coalitions that gave them the opportunity
to act wavered a bit. and triggered countermovements. the balance of
political forces never returned to the position that existed prior to their
administrations. And while the cvaluations of their efforts remain
equivocal (as they inevitably will), most observers judge these managers

to have spent the resources entrusted to them reasonably well: in all

likelihood. they increased public vatue through improved environmental
protection and decent supervision and care of juvenile delinquents.

These managers did well because they developed and used an organ-
izational strategy similar to those used by private sector cxecutives. They
did not articulate detailed plans to describe how the organization would
move from one particular position to another. Indeed. what is striking is
that neither of these managers had anything like a detailed plan."! Much
. of what they did seemed improvised and opportunistic rather than
+ planned in advance. They had a broad goal that defined the direction in

which they intended to move: abating pollution for Ruckelshaus. hu-

manizing the treatment of kids for Miller. These goals operated as

strategic conceptions for Ruckelshaus and Miller because they met the
* necessary conditions: in setting out the concrete path that their organi-
zations had to take to create public value. they defined conceptions that
were at once substantively valuable. politically sustainable. and admin-
istratively feasible.

This interpretation places a heavy weight on phrases that might be
described as mere slogans—and not particularly creative ones at that.
Yet 1 think the particular phrases. and the wavs that the managers used
them both to guide and explain their political, substantive. and managerial
actions. can bear the weight. The careful selection, repeated articulation.
and consistent use of these simple concepts helps accomphlish a great deal
of managerial work.”= The contributions come in three important areas.
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Muintaining Managerial Focus

First, the statements of purpose help managers stay focused on the point
of their efforts: managing their organizations for performance and
value.” Every experienced manager knows how hard it is to stav focused
on importamt managerial tasks when trivial but urgent demands divert
intellectual encrgy and attention. and when unexpected but critical sur-
prises occur.
The common devices advocated for dealing with these problems in-
clude more effective delegation to save the manager's time for important
issues and improved planning to predict otherwise unforeseen events.
But these devices arc rarely successful in themselves. And even when
they are successful, they depend ultimately on developing some simple.
reliable analvtic criterion that allows a manager to tell whether an unex-
pected event or a troublesome detail is or is not strategically important.®
To stay focused on the important, then, managers need broad, consistent
statements of purpose—a ready touchstone for examining their use of
their own time and attention.

Identifving Kev Political and Administrative Tasks
Sccond. by framing the general managerial task. the statements of pur-
pose (combined with thought and analysis of the immediate context)
highlight the more particular pieces of managerial work that are strate-
gically most important to achieve: the particular sources of political
support that must be nurtured to sustain the enthusiasm and legitimacy
necessary to carry the enterprise forward, the key public values that
must be articulated and measured to maintain continuing political sup-
port. and the key investments and innovations that must be made in
operational capabilities to achieve the purposes articulated in the strat-
egy. In short. not only does the articulation of purpose keep a manager
from bhecoming mired in unimportant but urgent detail, or being
knocked off stride by surprises. it also sets the agenda of work that
managers must actively address on both the political and administrative
side of their operations if their strategy is to succeed.

Thus. in describing the EPA’s goal as pollution abatement, Ruckels-
haus aligned himself politically with those advocating that pollution be
slowed and that the polluters accept responsibility for this end. If he
succeeded. it was at least partly because he made himself and the EPA
an instrument of their purposes—at least enough to appease their desire
for some governmental action against pollution.” The goal also helped
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identify whence the opposition would come: from among those who were
being asked to abate pollution at some cost to themselves. Ruckelshaus
faced the strategic challenge, then, of finding a way to pre\vfcnt the op-
position from growing so strong that it would frustrate his efforts to
achieve some degree of environmental cleanup on behatf of those (per-
haps including himself) who thought that the world would be a better
if less polluted. .
pla]g‘earlhaps leF:)ss trivially, the goal of pollution abatement identified th}c
key operational capabilities that Ruckelshaus ncede'd.lo create and de-
ploy and gave him an entering bias on pohcy- Qecvs10ns to be mc?de.
Operationally, he had to find a way to stop specific sources of pollution.
That made it important to develop political power and‘ enforcement
authority to impose cleanup obligations on the :1ppr0[‘mate. polluters.
These b;:came the central operational foci of his admimstraﬁon. There
would have been a much different operational focus if his goal had
been cost-effective environmental cleanup or guaranteeing a healthy
environment. 4

Substantively. his policy decisions had to reflect a commitment to
action to clean up the environment, cven when there was some d\ouht
about the benefits of doing so. That is why he had to h‘fm DD.T zlqu
set clean air standards even without the benefit of detailed scientific
evidence. . .

The concept of humanizing treatment for kids pmwded' the same
kind of diagnostic frame for Miller. Once he articulated this goal. he
could easil\; determine whom to rely on for political Supporl and who
constituted the opposition that would have to be held off or accommo-
dated in some way. One cannot analvze the political CHV’]Y()I1mCI1t for
supporters or opponents until one has decided what substantive pur-
poses one advocates. A A N N

The goal's key contribution. however, lay in helping Miller mf%,t
what was required of the organization he led and what c}umgcs woulq
be necessary. Humanizing treatment for kids meant t.akmg them Senf
ously as autonomous human beings and giving them rlghts and powers
in tl;eir relationships with the custodial statf. It neccssnalc‘d supplving
them with more intensive and extensive services ranging from decent
food and shelter. through general education. to employment summrt‘m’
psychological counselling. It also required sustaining those rel:mml]sh]ps
with their parents. community. and friends that were constructive or
inevitable. so that the transition hack to freedom in the commumty
would be less traumatic. These considerations flowed naturally from the
concept of “humanizing treatment.” vet thevy mandated a rather exten-
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sive overhaul in the design of the facilitics and programs through which >

kids were being supervised.
Fhus. once these managers knew the basic purpose of their organiza-
tion. it became possible to sec which events or tasks were strategically

important and which were distractions. Without having thought through k

what one is trving to accomplish. one is at the mercy of one’s in-box.

Once one has decided what is important. the work that comes through §
onc’s in-box. and the events that occur in the world, get filtered through :

a different evaluative screen.™ The work becomes grist for advancing
strategic purposes rather than compelling tasks that must be responded

to in their own terms or ignored as outside the frame of a carefully laid
out plan. '

Mobilizing External and Internal Support

Third. the articulation of broad purposes often both stimulates and !

guides the contributions that others can and must make to the enterprise
if the arganization is to succeed. On the political side, if the manager’s
articulated mission expresses a value or a purpose that a C()mnlﬂnitv
advocates. then the community will be inclined to give the manager its
support. When Ruckelshaus started talking about pollution abatement,
for example, a great many environmental activists were willing to lend
him support. or tolerance. at least for a little while. Similarly, when
Miller started talking about humanizing treatment for kids. youth advo-

cacy groups commented favorably on his actions to the governor and the ¥

tegistatures. Since all public enterprises need enthusiasm from some
clements of the public and tolerance from others. a statement of purpose

that reflects important values being pressed by active groups can do a :

great deal of political work for the manager: it can become the banner
under which political forees are sustained or mobilized.
On the administrative side, the articulated statement of purpose re-

solves a dilemma for the manager's kev subordinates: it tells them what

sorts of projects and enterprises will e viewed favorably by the boss,
and what language they should use in describing their efforts. In the best
“,'. all worlds, this claritication would make midlevel managers and super-
visors in the organization who already had projects and investments in
mind that were consistent with the strategy feel authorized to act on
behalf of the new purposes. 1t would unleash a torrent of creative energy
atong the desired path. N

In @ shightly less favorable situation, more skeptical midlevel manag-
ers would simply start mouthing the new rhetoric to “game™ the sys-
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tem.”” Even here. however, the articulated purposes nonctheless have
value. At a minimum. they define the terms of the internal competition
for resources and thus begin to shape the discussions about what pro-
jects are worth doing. More interestingly. the language itself may gradu-
ally begin to influence the culture of the enterprise.” As pcople begin to
use a different language to describe what thev do. they tend to change
what they see and do. Thus, even in a world where the midlevel manag-
ers had no ideas. or where their fondest ideas lay in some other direction.
the articulation of purpose would have value becausc it would begin the
slow process of distinguishing them in terms of their willingness to
contribute to the enterprise and educating them about what was impor-
tant for them to do.

For articulated purposes to attract support and effort from others,
they have to look relatively firm and settled to the political advocates
and to the subordinates. ldeally, thev become a piece of reality to which
everyone else has to adjust rather than something mercly being pro-
posed. The manager must be scen as “reality’s agent” rather than simply
as someone with an idiosyncratic idca.

To produce this condition, the goals must be rooted in the political
and administrative reality of a given situation. the manager must be
committed to them, and the manager must look like somecone who is
going to survive in the job. Otherwise. the goals will not be taken
seriously enough for political groups to invest in them or for midlevel
managers to stake their carecrs on them. And if no one invests in the
enterprise. and no one acts to realize the vision, then it will fail.

Of course. no strategy can look firm and settled at the outset. Cer-
tainly no strategy that challenges the status quo can have the character
of inevitability. Except in a crisis. at any given moment the overwhetm-
ing expectation is that what was true yesterday will be true today and
tomorrow.” Consequently, every articulated strategy that challenges an
organization will initially look artificial and suspect.

What gives a new, challenging strategy credibility is the degree to
which it resonates with the views of others interested in or active in the
area. 1f the new strategy attracts political support. if it attracts publicity.,
if it attracts volunteers, if budgets begin to increase, if new legislative
sponsors appear, if old political opponents back off a little. then the
strategy begins to have some political bite. 1f the manager seems com-
mitted because he or she keeps saving the same things. and his or her
substantive and administrative actions have some interpretable relation-
ship to the articulated mission. then the strategy begins to exercise some
administrative torque on the organization’s operations. If the manager’s
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personal stock seems to ncrease as he or she pursues the strategy. then
the strategy will gather momentum inside the organization as subordi-

nates figure cither that now is their chance to do what they always
wanted to do or that they are going to have to adjust to the m.anager"s
terms. It is not casy to change what people take for granted. but in the
end. that is what a successful strategy does: it moves politicians and
midlevel managers in an organization to a different set of expectations
about the purposes and capabilities of a given public enterprise."™

EVALUATIVE CRITERIA FOR
ORGANIZATIONAL STRATEGIES
There are probably many different strategies that could be successful for
a public sector enterprise. Ruckelshaus might have been successful if he
had announced long-term plans to study environmental hazards and to
develop an organization that could coordinate the nation’s response.
(Indeed. that was what Nixon expected and authorized him to do.) He
might also have been successful if he had immediately begun developing

a strategy emphasizing the threat represented by toxic wastes. Miller ! '

might have been successful if he had concentrated on decent care for
kidﬁ within the institutions or marginally increased the flow of rehabili-
tative services to them.

Manvy different strategies are feasible because at any given moment
the politics of a situation can accommodate many differeni ideas. More-
over, the polities will change of its own accord, in response to particular
events. and sometimes even in response to managerial effort. So. if one
lf)()ks ahead a little bit. the range of possible. sustainable political coali-
tions can become very broad.

Similarly. although organizations tend to be pretty set in their ways
gnd do the particular things they do well. there is usually some ﬂexibili-ty
in what organizations can do. Some slack always exists for experimental
purposes if the organization is so inclined. Special programs now operate
or remain in the memory of those who participated in them. Conflict
arises about operational philosophy within the organization. Indeed. it
often seems that all the conflicts that exist in the political world about
the appropriate mission or function of the organization are expressed
someplace within the organization—though not necessarily in the same
balance.' All this becomes fertile soil for developing new and different
organizational capabilities. }

Finally:. in the substantive realm. important doubts about the value of
an organization’s current operations surface, as do new. plausible ideas
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about better ways of accomplishing old objectives or about new tasks the
organization could perform that might be valuable and sustainable. In
short. there is nearly always some scope for programmatic, administra-
tive. or strategic innovations that could improve an organization's func-
tioning.'™

The occurrence of conflict and change within both political and organ-
izational domains, and the existence of plausibly valuable innovations.
show that there may be many possible strategic conceptions that will
work. After all, managers do not need political unanimity to have a
successful strategy: all they need is enough political support te supply the
money. authority. and people required to implement the strategy. Simi-
larly, managers do not need organizations perfectly suited to implement
their desired strategy: they need organizations that can perform key
tasks and absorb investments that will carry them to improved perform-
ance in executing the intended strategy. Finally, managers do not need
to know for sure that some new ideas are valuable:itis often enough that
the ideas seem plausible and worth experimentation.

The existence of many feasible strategies makes the task of designing
and choosing a particular strategy an interesting one. Ifonly one strategy
were feasible, the task would simply be to figure out what it was. Since
there are many, it becomes casier to find one that mects the minimal
criteria for success but much more challenging to determine which onc
should be chosen. Three dimensions along which feasible strategies
might vary seem particularly important.

The Right Level of Abstraction

One concerns the level of abstraction at which the strategy of the organi-
sation is defined. To see what I mean by the level of abstraction, consult
the table on page 96, which sets out alternative strategies for the Envi-
ronmental Protection Agency and the Department of Youth Services
formulated at quite different levels of abstraction. Most people acknow-
ledge differences in levels of abstraction at which tasks or purposes are
defined. Moreover, given any two characterizations of an enterprise,
they can readily say which is the more abstract. They mav not realize.
however, that the level of abstraction is a fairly continuous dimension
and that we can develop rules for determining at what level of abstrac-
tion it is useful to discuss an organization’s purpose.'™

Generally speaking, we prefer greater specificity and concreteness in
defining organizational tasks. Greater specificity helps explain more
particularly what one means by a given purpose. It allows us to calculate
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Alternative strategies for the EPA and DYS: Cost at different levels of abstraction

Level of abstraction EPA DYS

“Protect the
environment”

Thighly abstract “Ensure justice for children™

“Keep the environment
healthy, elean. and
beautiful”

“Humanize the treatment
of children™

“Abate poltution™ Provide care. custody.
and connection to
adjudicated delinquents

Relatvely conerete Keep the air and water
free from toxic fevels
of poltution through
stringent regulation
of poltuting industries

Provide for the care.
effective supervision. and
rehabilitation of adjudicated
delinquents through a
system that emphasizes
community-based care
and the referrat of
children to the least
restrictive setting

what particular operational capabilities must be created. And it makes
easier the job of devising unambiguous. objective ways of determining
whether the organization has achieved its purposes. These evaluation;
9nhzmcc accountability of the organization to its overseers and facilitate
internal management control.
lﬂ addition, mcreased spectficity makes feasible the planning of or-

ganizational activities in greater detail. Once one has described what one
means to do in detal. it becomes possible to identify the specific activi-
ties that are necessarily implied. to determine the order in which they
must be done. and to determine which steps are on the “critical pathj‘
and which are not. Thus, greater specificity facilitates measurement,
accountabilitv, control, and ptanning of organizational activities.

"I’hese virtues of greater spectficity are well known. Somewhat less
widelv acknowledged are the virtues of ambiguity associated with more
abstract characterizations of mission and purposé.““ One such virtue is
tl?at ambiguity and abstraction may harmonize political conflict.
Slgn‘iﬁcant differences in the values that various political groups place on
[?;lrllculnr aspects of performance may sometimes bekrsubmerﬂed by
finding a more abstract characterization of purpose. At the extrer;e. one
may have to reach as high as the concepts of “public interest™ or “public
value.” But often a lower level concept can contain a conflict that would

ENVISIONING PUBLIC VALUE

be all too apparent if the mission were described at lower levels of
abstraction. This advantage of higher levels of abstraction is usually
scorned as a kind of self-deception or sign of irresolution in our politics.
And so it is. But it has some important operational advantages as well.

The crucial operational weakness of specific plans is that they tend to
sacrifice flexibility. They leave little room for accommodating external
shocks or for improvising solutions to unexpected problems. Above all,
specific plans prevent people from changing their minds about what they
are trying to accomplish.

What specificity does well is ensure the reliable and efficient achieve-
ment of a well-defined objective. What specificity hampers is the inven-
tion of new techniques or changing broader goals. At the extreme, too
much specificity can lead an organization to solve. efficiently and reli-
ably, a problem that had changed or become irrelevant. or to to fail to
capitalize on some unexpected opportunity; or to fall apart completely
in response to some unexpected changes n its plans. Thus. a certain
amount of ambiguity may leave the organization room to invent some
purpose or some means superior to what could have heen imagined in
advance.

More abstract characterizations of purpose also have the advantage
of inviting people in the organization to feel responsible for and partici-
pate in the mission of the enterprise in a different way. They are no
longer cogs in a machine designed by others: they are partners in ajoint
operation that requires initiative and imagination as well as responsive-
ness and technical competence. To the extent that this new role in-
creases the motivation of employees. and increases the number of minds
working on the problem that the organization faces. it may improve
performance.

If there are managerial advantages of moving to lower levels of
specificity in characterizing the mission of the organization, and also
advantages of moving to higher levels of abstraction. it must be true that
there is an optimal level of abstraction in defining an organization’s
purpose that is neither too high nor too low. Of course. one might be
able to solve this problem by setting out a hierarchy of goals to define
the organization’s mission at different levels of abstraction ranging from
very high to very low." This system would lend significance to the lower
level objectives. by showing their relationship to the broader purposes
of the organization, and concreteness and specificity to the lofty pur-
poses. by showing the particular things that the lofty purposes cntailed.

But the development of a full hicrarchy of goals and objectives would
leave open the question of which of these levels would he the primary
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focus of top managerial attention and rhetoric. To this question. [ have
a tentative answer: the less political conflict exists concerning an organi-
zation’s mission. and the more certainty there is about the organization’s
basic technologies and procedures. the more concrete should be the
characterization of the mission: the more political the dissension, and the
greater the need for innovation, the more abstract the characterization
should be. We cannot expect public sector enterprises that are the focus
of intense. shifting political conflicts to be precise about what they are
trying to accomplish, for the very precision will invite constant destabi-
lizing interventions by political overseers. Nor should we require public
sector enterprises that are launched on complex, new initiatives where
the appropriate means for accomplishing the goals have not yet been
developed to be precise and detailed about how they will operate.!®
They need room to innovate and explore the operating features of the
new technologies. We should demand great specificity and concreteness
only of public enterprises whose missions and technologies are settled
and refined.

Of course, determining which enterprises have settled missions and
fully developed technigues is partly a matter of our political and mana-
gerial imaginations. Some might look at an enterprise and see nothing
but settled purpose and routine procedure: others looking at the enter-
prise might see an opportunity to create additional value through new
procedures.” Whether a manager is willing to transform a situation that
scems settled and routine into one that is more open and innovative is
an issue of strategy that relates to the second dimension on which
strategies can vary--the degree of risk they entail for the manager and
the socicty.

To a degree, one can see these differences in the different levels of
abstraction used by Ruckelshaus and Miller in guiding their respective
enterprises. In both cases. a broad political movement seemed to de-
mand change and innovation in the performance of the organizations
they inherited. Bencath the surface of those movements. however,
churned a grcat deal of unresolved political controversy. As a result,
cach needed a mission formulated at a level of abstraction that could
appeal to the surging political movements, accommodate the persisting
concerns of traditional constituents, and frame the operational require-
ments for innovation within their organizations. Thus. they formulated
strategies at moderately high levels of abstraction. In my view, Miller’s
strategy encompassed a higher level of abstraction than Ruckelshaus’s
because Miller needed a broader political coalition and more innovation
to accomplish his strategy. For this reason, Miller also exposed himself
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and society to greater risk than did Ruckelshaus. though both were
involved in inherently risky ventures.

The Degree of Risk and Exposure

Articulating an organizational mission meant simultaneously to estab-
lish the terms on which the organization will be accountable to its
political overseers and to guide the organization’s operations and invest-
ments in the future is inherently risky. No one can be sure what the
political environment will expect or demand from an organization in the
future. No one can know for sure what is publicly valuable. And no one
can be sure what an organization will be capable of doing. Thus, in
stating an organizational mission one takes a gamble—even in promising
more of the same. for if the organization does not change. its political or
substantive task environment might.

How big a gamble a particular strategy involves can. in principle. be
measured by comparing its political and operational requirements to the
existing political and administrative realitics. We can think about the
existing situation as fixed and incapable of change. Or. we can assume
that the political and administrative environment contains possibilities
not yet exploited and will change rather than remain constant.

Those unexploited possibilities could be represented analvtically as
probability distributions (subjectively imagined). Thus, in thinking
about what is politically possible. we might visualize a distribution of
probabilities over different conceivable mandates for an organization.
And in thinking about what is operationally possible, we could imagine
a probability distribution over different operational capabilities. Scenar-
ios at the center of these distributions would be easier to achieve than
those at their ends.

The question for the strategist. then. is not onlv what is now at the
intersection of political support, substantive value. and administrative
feasibility. but whether the intersection includes conditions that are
likely or quite unlikely to occur. Obviously. the more one includes
relatively unlikely events in the solution represented by an articulated
strategy. the more risk one takes with that strategy. If one proposes a
strategy that is politically sustainable with a high probability. but opera-
tionally feasible with only a low probability. that strategy is riskier than
one that is high probability in both dimensions.

Ruckelshaus's and Miller's strategies seem quite different in terms of
the risk they incorporated. Ironically. neither strategy emphasized the
status quo. Even though that would have been the safest strategy in
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operational terms. it would have been quite disastrous in political terms.
The political environment was demanding a change. Hence, all of their
strategic options were riskicr than those that face someone taking over
an organization operating in calmer political waters.

Still. they chose strategies that had much different degrees of risk
associated with them. Ruckelshaus’s strategy was more conservative than
Miller's. In terms of political support, Ruckelshaus’s goal of pollution
abatement spoke more to the center of the balance of political forces than
Miller's goal of humanizing treatment for kids. In operational terms,
pollution abatement created fewer demands than humanizing treatment.
As for substantive value, pollution abatement seemed far more likely to
create it than humanizing treatment—that is. the hypotheses tying envi-
ronmental degradation to acsthetic and health damages that could be
reduced by eliminating pollution seemed much more firmly established
than the hypotheses linking community treatment of juvenile delin-
quency to reduced juvenile crime. In this sense, Ruckelshaus served as
“steward” of the EPA_while Miller “bet the company.”

Whose Vision and Purposes?
Indeed. the boldness of Miller’s strategy still offends many people. for
to expose society to this degree of risk seems inappropriate in managing
public sector enterprises. This observation raises the third important
dimension on which public sector strategies can vary: the extent to which
the strategy is understood as a statement of public purposes as opposed
to an expression of the goals of the individual organizational leader.

In the end a strategy for an organization states the purposes of an
organization and therefore. inevitably, proposes how important. com-
peting social values are to balanced. When Ruckelshaus declared. that
the EPA would pursue pollution abatement. it became clear that, for a
while at least. the definition of public value would favor environmental
cleanup over unfettered economic growth. When Miller declared that
under his tenure DYS would seek to humanize treatment for children,
it became clear that. for a while at least. public value would favor the
social development of delinquents over short-run crime control.

But who makes such statements about public value and with what
kind of authorization? If these goals are understood as accurate inter-
pretations of the balance of political forces impinging on an organiza-
tion’s activities (for example, if they are at the center of the aspirations
announced in recent legislation), then they can be understood as having
heen authorized by the political process. In this respect the organiza-
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tional leader merely articulates in more concrete, particular language
what the contemporary political will demands.

Alternatively, they can be seen as working assumptions about what
constitutes public value nominated by public managers for consideration
by citizens. overseers. clients, and beneficiaries. If the assumptions incur
substantial opposition or engender no particular enthusiasm, managers
might well modify the strategy (although silent accord is often the best
they can hope for). ‘

A third possibility is to see the strategic statement as an expression of
the manager's own. individually held conception of public value. If this
happens to accord with the current political forces. then a fortunate
coincidence has occurred—the right person has filled the job at the right
time. If the values expressed in the individually preferred strategy arc
out of alignment with the political forces. however. then managers face
a difficult pragmatic and moral choice. They can keep pressing for the
legitimacy of the purposes for which they stand. hoping that time and
nperational success will widen the tolerance of the political process for
them and their purposes, or they can rebalance the political forces to
favor them and their efforts. Alternatively. they can resign. Or.as a final
option, they can become the instruments of the political forces making
claims on them and adjust their own individual views of what is desirable
to reflect those claims.

Which of these paths organizational strategists take is an important
normative and psychological question confronting managers. 1 will dis-
cuss it extensively in Chapter 8. For now. it is enough to observe that the
political pressures and the limitations of organizational capacities both
do and should make claims on managers’ conception of what is worth
doing. Managers should not be prisoners of these constraints, for there
is always some room for maneuver, and they should feel the right and
the obligation to contribute their own views. But the views that are
worth offering are those that interpret the possibilities of a given situ-
ation. That is what it means to have a strategy as distinct froma personal
conception of what constitutes public value '™

Note that the degree of risk associated with a particular strategy
depends on whose goal is expressed in the strategy. If the manager
chooses a strategy that is at the center of existing political forces, consis-
tent with the organization’s current operating capabilitics. and widely
viewed as substantively valuable, then there is relatively little risk, and
one can view the strategy as being almost entirely produced by the
situation. The manager in this case would be nothing more than an agent
of the circumstances.

ORGANIZATIONAL STRATEGY IN THE PUBLIC SECTOR




By contrast, it the manager adopls a strategy that challenges the
existing politics. rests on a novel idea of what is substantively valuable,
and depends on signiticant changes in the oper ating capabilities of his or
her organization. then there is a great deal of risk. There is also a
stronger tendeney (o wlentify the purpose of the organization as the
manager’s purpose rather than anvbody else’s and to query its legiti-
macy as well as its feasibiliy,

Jor these reasons. most public managers tend to stay well within the
political. substantive. and operational mainstream. " They cannot oper-
ate well outside these constraints without exposing themselves to
significant risks and criticisms. Still, on occasion. public managers find
the courage to operate this way. pay the price, and leave hehind them
cither disasters or remarkable achicvements depending on how their

pamble pavs off. In thes regard it is interesting that Ruckelshaus left the
EPA to wide applause. and Miller resigned from DYS under fire; yet
Miller probably made the greater contribution to public value because
he significantly widened the political and operational space within which

juvenile justice could operate. DYS became an adaptable and innovative

organization able to respond to varied political demands and heteroge-
neous claims from s chents,

Note. finallv. that how risky a particular strategy is depends not only
on the degree of predictability and congruence in the ¢xisting setting but
also on the skill of the manager. Some managers are much better at
diagnosing and operanng on their political environments than others.
Some are better at envisioning and properly reckoning the substantive
value of theit enterprises, Some are better at using techniques of admin-
istrative influence to make their organizations perform and change.
What diagnostic and managerial techniques the hest public managers
use to effectively engage their political environments are the subjects of
Chapters 4 and St 1 discuss the technigues they use to transform their
operational capabilities m Chapters 6 and 7.

ENVISIONING PUBLIC VALUE

BUILDING SUPPORT
AND LEGITIMACY



