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Reinvention and the
Principal-Agent Model

J. Ramodn Gil-Garcia

Center for Technol ogyin Government, Uni ver sityat Al bany, USA

Resumen: Existe una interesante polémica en el sec tor pablico, derivada de las tensiones
existentesen tredesempefio y flexibilidad administrativapor unlado, y rendicion decuentasy
con trol, por €l otro. El propésito de este articulo es discutir la utilidad del modelo agente
principal para un mejor entendimiento de las tensiones entre desempefio y rendicion de
cuentas, asi como andlizar las similitudes y contradicciones de esta perspectiva tedrica en
comparacion con el movimiento de“ reinvencion del gobierno” deladécadadelosnoventaen
Estados Unidos.

Palabras clave: reinvencion, gobierno, agente, princi pal, desempefio.

Abstract: Itseemsthereisaninter estingbattleinthepublicsector, pitting per for manceand

flexibility against ac count abil ity and control. The pur pose of this pa per isto discuss the

usefulnessof theprin ci pal agent model inunder standing ad ministrative per for manceand

accountability problemsandtensions,andtoanalyzethesimilar i tiesandcontradictionsof this

meci B%t(l) cal per spectiveasitrelatestotheAmer i can“ reinventinggovernment” movement of
e S.

Key words: Reinvention, princi pal,agency, per for mance, accountabil ity.
Introduction

performance and flexibility against accountability and control.
Many peoplethink that gov ernment should beaper for mance-based

organization; these commentators’ principal values would be
efficiency andef fectiveness. Toaccomplishthis, publicor gani zations
needflexibility,|eader ship,andinnovation,amongother capabilities.

Another group em phasizesthat gov ern ment hasto becontrolled by
citizens, and that public officias should be accountable for their
actions and the consequences of those actions; these commentators
think that the main characteristics of government should be
accountability, legitimacy, and legality. There is an obvious tension
betweenthesetwodif fer ent posi tions. It wouldbedif fi cult to haveall
thedif fer ent val uesand char acter isticsinonepoliti cal systemat the
sametime.

I t seems there is an interesting battle in the public sector, pitting
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Theprinci pal-agent model isatheoreti cal tool that triestodeal with
both problems. However it has some specific downsides when its
prescriptions are implemented in public sector. The purpose of this
paper is to discuss the usefulness of this model in understanding
administrative performance and accountability problems, and to
analyze the similarities and contradictions of this perspective as it
relatestothe”reinventinggov ernment” movement of the 1990s.

The paper is divided into five sections. Section one presents the
main tenets of the principal-agent model as they apply to public
administration. In the second section, the tensions between
administrative performance and accountability are presented and
discussed. A criti cal eval uationof thestrengthsand weak nessesof the
principal agent per spectiveispresentedinthethird section. Section
four describesand com paressomeimpli cationsof theprinci pal-agent
perspective for the ideas leading the “reinventing government”
movement of the 1990s. Finally, we present some reflections and
conclusions regarding the persuasiveness and feasibility of the
principal agent and reinvention approaches in dealing with
performanceand ac count abil ity problemsinthepublicsector.

Princi pal-agent model in gover nment

From aprin ci pal-agent point of view, we arefacing aclear agency
problemingov ernment. On onehand, wehavethepresi dent try ingto
keeptheagen ciesac count ableand devel op or maintaingoodlev elsof
agency per for mance. On the other hand, we have agen ciesthat do not
have the necessary incentives to act in that way. Agencies have
considerably moreinfor mationintheir ar easof ex per tisethandoesthe
president, and the president therefore cannot really know if the
agenciesaredoing well.

Asweknow theprinci pal-agent model isananalyticex pression of
the agency relationship, in which one party, the principal, considers
entering into a contractual agreement with another party, the agent,
with the ex pectation that theagent will sub sequently chooseactions
that produceout comesdesired by theprinci pal (Moe1984, 756). This
kind of anal y sisispart of abroader theoreti cal framework called New
Economicsof Organi zation.

Inthecaseof thepublicbureaucracy, andthiscouldbeappliedtothe
public administration of the United States, the economics of
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organization can help usto an swer three questions. 1) Why do public
bureaus exists, as opposed to alternative arrangements for the
provision of public services? 2) How can bureaucratic superiors
control bureaucratic subordinates? 3) How can politicians, as
principals, control their bu reau cratic agents? (Moe, 1984).

We can see our democratic accountability as a whole chain of
principal-agent relationships, from citizens to politicians to
bureaucratic superiors to bureaucratic subordinates and on down the
hi er ar chy of governmenttothelow estlevel bureaucratswhoactually
deliver servicesdirectly tociti zens(Moe, 1984 765).

The more general principal-agent models of hierarchical control
have shown that, under arangeof condi tions, theprinci pal’ sopti mal

incentivestructurefor theagentisoneinwhichthelat ter receivessome
shareof theresidual inpay ment for hisef forts, thusgivinghimadi rect
stakeintheoutcome(Moe, 1984). Thereisnotresidual ingov ernment

in the ordinary sense. Maybe the better concept to take the place of
residual isslack, thedif fer ence between thetrue mini mum cost of the

serviceprovi sionand what thebureau actu ally spends(the bud get).

However, there are many conditions in government that are
obstacles to a good application of the principal-agent model. If we
want to haveagov ern ment that per formswell but at the sametimehave
control of itsactions, weneedtothink about thesecon di tions. Thefirst
crucial dif fer enceisthat lack isonly avail ableto the ex tent that the
bureau as a whole operatesinefficiently by producingat greater than
mini mum cost, with bud get ex ceed ing thetrue costsof production.

Thesecondconsider ationisthatitisonly reasonabletosuggest that
pecuni ary gainisfar moresalientamoti vator for top-level managersin
the pri vate sec tor than for top-level bu reau cratsinthe pub lic sector.
Political theories have recognized that the salience of specific
motivators var iesacrosshbureau cratic of fi cialsand with the nature of
theap pointment. Inaddi tion, publicmanagersmust oper atewithinan
organizational context the structure and objectives of which are in
important re spectsim posed by out sideactors(Moe, 1984 764).

All these rules place several constraints on the ability of public
managerstodowhat thecontractual par adigmim pliesthey oughttobe
doing in the interest of hierarchical control: screening and selecting
appropriate personnel, weeding out the inappropriate, and designing
incentivestructuresthat conducetomaxi mal compli ance. Ontheother
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hand, for example, theFreedomof Infor mation Actrequiresthat many
agency files be open to the public upon demand, implicitly
encouraging bureaucrats to constrain their internal communications
and stor ageof infor mation (Moe, 1984).

Administrativeper for manceandaccountability

Aswasestab lished early inthispaper, per for manceisnot theonly
thingthat citi zensex pect fromgov ern ment. They al so ex pectto have
somesenseof democraticcontrol. For someschol ars,account abil ityis
one of the most important features of any democratic government
(Behn, 2001). This is not a new argument, “mill recognizes that
perhaps the gravest problems of bureaucracy within representative
government are control, accountability and responsibility” (Warner,
2001: 409).

Account abil ity could beseeninmany dif fer ent ways, butimplicit
withinitistheideaof democratic control. If wereview the history of
different governments we can understand why people considered
accountability as at least one of the main val ues (Rosenbloom, 2001).
Unfortunately, publicser vantsarenota wayspublicspiritedanddonot
al wayswork forthepublicinterestorthegenera wel fare(Moe, 1994).

In most of the cases, for accountability holders, accountability
means punishment (Behn, 2001). Their principal job is to detect
problemsinthebehavior of publicof fi cialsor publicmanagersandtry
to be the first person who discovers that someone did something
wrong. Accountability is a part of the democratic idea. “Public
Administration schools have aways recognized that in American
governance and liberal democratic thought, accountability remains
institutionally based and mediated through law, oversight, and
election” (Dobel, 2001: 167).

It would be difficult to say that there is only one kind of
accountability. Accountability is a concept with different
interpretationsand di men sions. Behn (2001) saysthat we have at | east
three types of accountability: accountability for fi nance, forfair ness,
andfor per for mance. Thefirst oneismaybethemost obvi ousand easy
toidentify. Itfocusesonfi nancia ac counting, inother words, “ onhow
the books are kept and how the money is spent” (Behn, 2001: 7).

Accountability for fairness is more related to our perception of
equity in our relations with government. We want government to be
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exceptionally fair to its employees, contractors, cli ents,andciti zens.
Somerulesem body and definewhat we, asaso ci ety, mean by eq uity
and fairness. Behn (2001) says that these two first kinds of
accountability haveavery ssimi lar pro cessfor being created: 1) decide
what val ueswewant gov ernment toup hold; 2) createrules, procedures
and standardstoestablishwhat theor gani zation shouldand should not
do; 3) requiretheor gani zationanditsmanagerstokeepal ot of records
of what it did; and4) audittheserecordstoensurethat theor gani zation
anditsmanagersdidfol lowtherules, standardsand procedures. And, if
we discover that they did not do so, we hold them accountable by
punishing them.

Thispro cess, how ever, isnot asclear in the case of ac count abil ity
for performance. “Government is not only supposed to use money
prudently andtotreat ev ery onefairly; itisal so sup posedtoaccomplish
public purposes’ (Behn, 2001: 9). Accountability for performance
needs certain targets and goals, but the ways of establishing the
relationship with citizens are not rules, procedures and standards.
Actually, thissetof insti tutionscanbeanobstaclefor performingwell.
Indeed, in the words of Behn (2001), the accountability rules for
finance and fairness can hinder or actively thwart performance. The
accountability dilemma for Behn (2001) is the trade-off between
accountability for finance and fairness and accountability for
performance.

Therefore, accountability and performance are not necessary
compatible. Intheoreti cal terms, and many timesin practi cal termsas
well, thesetwo kindsof ac count abil ity arelook ingfor dif fer ent goals,
using different tools, and need different values to be accomplished.
Constructs such as reinventing government (Osborne and Gabler,
1992) or the post-bureaucratic model (Barzelay and Armajani, 1992)
ar guethat government shouldgoinbothdi rections. Besides, nowadays
it is more common to hear about big national governmental reforms
(Light, 1997) and not about specific and fo cused changes. So we are
facingbigreformswithcontradictory val uesandobjectives.

All reformsneed not only to dem on stratethat they can dothethings
better in gov ern ment, but they al so need to show how thenew capacity
canaf fectthepublicpur posesanddemocraticaccountabil ity establish
in our lega and consti tutional framework (Behn, 2001; Lynn, 2001).
This is not only a normative prescription; this is also what we have
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learnedfrompracti cal ex peri encesof gov ernment reformthat did not
takeinto ac count theroleof Congressand citi zens(Kettl and Dilulio,
1995; Light, 1997). AsRosenbloom (2001) says, reform ersneedto see
the his tory and find how most of the red tape and micromanagement
that they want to dis ap pear were put in place in the 1940s and later,
largely to protect val uessuchasequal op por tunity, justice, di ver sity
anddemocracy.

Principal-agent approach for studying performance and
accountability

The principal-agent model is not always a good approach to
understand the public sector. Dilulio (1994) estab lishesthat we have
agenciesthat arereally doingwhat their of fi cial sex pect fromthem. We
have casesof princi pled agentsand, ac cordingto Dilulio, they arethe
ruleandnottheex ceptionintheAmeri canpublicadministration.

Theprinci pal-agentmodel establishesthat most bureau cratsarenot
pub lic-spirited soulsbut rather are sel f-seeking slugswho aredisposed
to shirk, sub vert, and steal when ever and wher ever they can get away
with it (Dilulio, 1994: 278). In addition, accordingtoprinci ple-agent
model, gov ernment bureau crats, eventhosewhoarewell meaningand
public spirited, are inevitably drawn to work less hard than they are
capable of work ing, to do no real work at al, or even to drag down the
productiv ity of those around them (Dilulio, 1994).

Rational choicetheoriesandprinci pal-agentmodel shelptoexplain
why bureau cratsshirk, subvert, and steal onthejob, but they havelittle
to say inthe presence of bu reau cratswho strive (work hard and go “ by
the book™), support (put public and organizational goals ahead of
private goals), and sacri fice (go “ above and be yond the call of duty”)
on the job (Dilulio, 1994: 281). Now, we know that at least some
governmentbureaucracieshavetranscendedprinci pal-agentproblems
mainly by creating and sustaining cultures of principled agents
(Dilulio, 1994).

Thesestrong-cultureor gani zationsdo not just hap peninavacuum.
Thereisanimpor tantrolefor theor gani zational lead erswhoei ther set
or donot setinmotiontheor gani zational so cial ization pro cessesthat
transcendprinci pal-agent problemsby nurturingacul tureof princi pled
agents(Dilulio, 1994). Many peo ple havediscussed lead er shipinthe
public sector and its role in building a strong culture of service and
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public spirit. What isrel atively new, how ever, istherec og ni tionthat
the importance of leadership in government has less to do with
cultivating outside constituency groups, fine-tuning pay-scales, or
refereeing intra or inter-bureaucratic battles, and more to do with
establishing so cial and moral reward systemsthat makeit possi blefor
government agencies to tap the creativity, sense of duty, and
public-spiritedness of their work ers (Dilulio, 1994).

Even in the bowels of the government agencies, there is more
self-sacrifice, and lessself-interest, thanrational choicetheory a lows
for and canex plain. If wereally want agov ern ment that can per form
well, weneedto select moregood |ead ersasheadsof theagen cieswith
thecapacity of gener atingastrong cul tureof princi pled agents. Aswe
can seetherearesomephenom enathat aredif fi cult to beex plained by
theprinci pal-agent per spective. Therefore, itisnecessary toidentify
some strengths and weaknesses of the principal-agent model in
understanding issues related to performance and accountability in
governmental agencies.

Strengthsand weak nesses

The problems of political control could be analogous, in many
respects, totheeco nomic prob lem of thesep aration of owner shipand
control, withpol i ti ciansat temptingtocontrol bureaucratsrather than
stockholders try ingto con trol man ag ers(Moe, 1984). Therefore, the
principal-agent model can help to understand the main relationships
between publicof fi cialsand public ser vantsthat can beidenti fied as
per for mancerelated. Ontheother hand, thisagency per spectivecould
beuseful toanalyzesomeof therelation shipsbetweenpol i ti ciansand
citi zensthat aremorerelatedtoac count abil ity.

How ever, therearesomeim por tant dif fer encesinthepublicsector
that can be seen as weaknesses in the principal-agent model: 1) the
empirical di ver sityandambi guity of indi vidual goals, sincethereare
no simplequanti tieslikeincomeor profit; 2) pol i ti cianscan not count
on the economic residual, as can the stockholders of a corporation
wouldinmoti vatingtheirmanagers; 3) pol i ti ciansdo not have some
external mechanisms to substitute their direct knowledge like stock
mar keteval uationof company’ sprofitability,labormarketeval uation
of aman ager’ seco nomic value, thethreat of take overs; 4)politicians
oper ateunder heavy constraintsintheir ef forttoex er cisecontrol over
bureaucrats; 5) any givenbureauislikely tohavemul ti pleprinci pals;
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and 6) political control is also undermined by multiple-agent
arrangements (Moe, 1984). Deading with these differences in the
implementation of a system of incentives for bureaucrats is the big
challenge of those who are in favor of the application of the
principal-agent per spectiveinthepublic sector.

Thereinvention move ment in the United States

TheNational Per for mance Review (NPR) may bethebest-known
programof theAmer i canreinventionmovement. How ever, wearenot
talkingaboutasingleproject, but aseriesof dif fer ent ef fortsthat took
placeover anap prox i mately 7 year period, start ingwiththefounding
of the NPR in 1993 and ending with the 2000 Presidential election.
Someof theim por tant documentsfromthisperiodare:FromRed Tape
ToResults: Creating a Gov ern ment that Works Better and CostsLess
(1993), Creating a Government that Works Better and Costs Less:
SatusReport (1994), Common Sense Gov ern ment: Wor ks Better and
Costs Less (1995), and TheBest Kept Secretsin Government (1996).
These documents were very important in defining the different
components, or phases, of the reinvention.

Phase I: Some scholars think there were at least two different
phases in the reformation effort. Kettl (2000) identi fiesthree phases,
refer ringtothem as“threedif fer ent reinventions’. Dur ing phase one,
hun dredsof reinventorsweresent tothedif fer ent agenciestoidentify
opportunities for decreasing waste and improving management. In
Marchof 1993theNational Per for manceReview (NPR) waslaunched
and 384 recommendations were presented. The promise was to save
$108 bil lion and to re ducethe Fed eral workforce by 12 per cent within
five years (Kettl, 2000).

TheNational Per for mance Review’ sfour broad pol icy goalswere
derived from Osborne and Gabler’ s Reinventing Government (Light,
1997): 1) “Cutting Red Tape’, including streamlining the budget
process, decentralizing personnel policy, reorienting the inspectors
genera, and empowering state and local governments; 2) “Putting
Customers First”, including making service organizations compete
and using market mechanisms to solve problems; 3) “Empowering
EmployeestoGetResults’,includingdecentral izingdeci sion-making
power, forming a labor-management partnership, and exerting
leadership; and 4) “Cutting Back to Basics’, including eliminating
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programs, investing in greater productivity, and reengineering
programs to cut costs.

Themostimpor tantini tiativesof thisphasewerethedownsizing of
gov ernment, andtheenact ment of reformsingov ernment procurement
and customer ser vice (Kettl, 2000). Themaost ef fec tiveway to re duce
the size of government is to reduce the workforce; the National
PerformanceReview proposedtoelimi nate252 000fed eral jobs. The
Federal Acquisition Streamlining Act simplified procurement
regulations and gave managers more flexibility in buying goods.
Procurement reform in the United States went deeper than similar
reformsen acted in such coun triesasthe United King dom, Australia,
andNew Zealand (Barzelay, 2001). Finally, despitethepolemicabout
seeingciti zensascustomers, thecustomer-centered strat egy al lowed
many government agencies to rethink their services. The customer
serviceini tiativeencour aged many publicser vantstofo cusonbroader
pol icy goalsin stead of each agency’ sinter est (Kettl, 2000).

Phase II: Phase one pre sented apracti cal di lemma. It needed the
supportof publicservantstodevelopempow ering publicagencies, but
at the same time it needed to cut costs by removing many public
servants from their jobs. In spite of thisten sion,“[b]y the end of 1994
thecustomer ser viceini tiativeswereunder way, Congresshad passed
procurement reform, and the administration had significantly
downsized the federal work force” (Kettl, 2000: 17). The basic idea
behind phase two wasto re view what gov ern ment should do.

TheRepubli canCongressthat wontheel ectionsof 1994 pushedthe
Clinton administration to questiontheexistenceof cer tain programs
and agencies. Thepointwasnot only toimprovewhat gov ernment was
doing, but also to decide whether the government should perform
certain functions at al. “No program was to be taken for granted.
[Gore] even asked managers to consider the implications if their
agency were eliminated” (Kettl, 2000: 17). However, the number of
agenciesremainedmoreor lessthesameandthemassiveeradi cation of
pro grams never took place.

Undoubt edly, thekey stonesof thisphaseweredownsizingand cost
savings. However, assessing cost savings is very difficult, and the
National Per for manceReview reportedasavingsof $12.3bil lioninthe
first four years. “Despite the grand rhetorical skirmishes, the battle
[between Clinton’s administration and the Republican Congress)
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ended it a draw with little sorting out of government functions,
reorganizing of itsoper ations, or mini mizing of itsrole” (K ettl, 2000:
18).

Phase I11. One last shift in the focus and emphasis of the
reinvention movement occurred in 1998. Taking into account the
looming presi dential election of 2000, Gorelaunched anew phase of
thereinvention. TheNational Per for mance Review wasre-christened
the National Partnership for Reinventing Government. The goals of
this new phase were much broader and more dif fi cult to measurethan
thoseof theother twophases,includingsuchgenera izedobjectivesas
a “safe and healthy America’, a “strong economy”, or the
“best-managed gov ernment ever”.

Theintentiontouseinfor mationtechnol ogy asameanstoimprove
governmentwasevidentinthenew slogan,“America@itsBest”. The
ideawastodevelopaninfor mation-agegov ernment that wasmanaged
like one of the best American companies. The administration also
attempted to narrow the scope of the reinvention programs. “The
administration focused most of its reinvention efforts on thirty two
‘high-impact agencies’ that dealt most di rectly withciti zens, wherethe
fail uretoreform quickly could fur ther under minetheef fort (asinthe
caseof thelnter nal Rev enue Service[IRS])” (Kettl, 2000: 18).

Therewasatensionbetweenthebroader politi cal goal sof thisnew
reinventionandthemorelo cal izedimprovementsthat managerswere
trying to implement. “In seeking political relevance, the reinventor
necessar ily distanced Phaselll of theNPR fromitsabil ity to achieve
and pro duce measur ableresults’ (Kettl, 2000: 20). Theef fortsof the
dif ferentagenciesinimprov ingtheir op er ationsdid not haveadi rect
relationwiththepoliti cal goal sthat Goreand histeamwerepromising
fromthis"new” reinvention move ment.

SomeReinvention Results

It is difficult to evauate the results of such a big and complex
program. First, as was established earlier, there was not a single
reinvention program, but a collection of very different projects and
actions. Second, someof theresultscannot bedi rectly at tributedtothe
reinvention movement. Some agencies considered benchmark cases
for the reinvention were actually working on improvements even
beforethereinvention movement started (Radin, 1995). Therefore, this
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section only presentssomegen eral resultslinked withthe NPR inits
three phases.

Ingeneral terms, thepro curement reformand the customer ser vice
ini tiativeseemtobetheonly clear resultsof thereinventionmovement.
“NPR officials claimed that more than 4 000 customer service
standards had been implemented in more than 570 government
agencies and programs’ (Kettl, 2000: 20). However, the relative
priority of the sev eral reinvention pro gramswasvery dif fer ent from
agency to agency. Inasur vey con ducted in 1996, only 37% of fed eral
employees thought that reinvention was top priority in their
organization. It appears that the reinvention team for got to take into
account many of the politi cal ap point eeswhoweresup posedtobein
charge of the reinvention effort. The lack of leadership in many
agenciesled to poor re sults.

Fur ther, it isnot clear that the NPR in fact helped to cut costs and
save money. The reduction of the number of public employeesis an
example. Over 300000 po si tionswereelimi nated from 1993 to 1998.
“The NPR did indeed reduce the number of federal government
employees to a level lower than any time since the Kennedy
administration” (Kettl, 2000: 21). However, this reduction was not

equally important for all agencies. While the General Services
Administration was reduced in 30.8% and the Office of Personnel

Management was downsized by 47.4%, the Department of Justice
grew 21%.

As we can seg, it is not clear whether the NPR just strengthened
pre-existing tendencies or actually changed the way government
worked. What seemsto be clear isthat the reinvention move ment was
moresuc cessful insomear easand agen ciesthaninothers. Thispaper
doesnot fo cuson any of the dif fer ent stages or phases of the National
Performance Review. The objective of this paper is to perform a
genera evaluation of the NPR’s goals and actual results in terms of
performance and accountability. No specific case is going to be
analyzed in detail. The main idea is to consider the reinvention
movement in a conceptual or theoreticalway, in or der to com pareit
with agency theory.

The basic idea behind the reformation initiative was that
“government officials must manage for results, not just rules and
regulations. This accountability both empowers and rewards those
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who improve performance” (Light, 1997: 39). Therefore, the
following sectionsfo cusontheuseful nessof theprinci pal-agent model
to understanding the tensions between performance and
accountability, and to compare this theoretical model with the basic
assumptions of the reinvention move ment in the United States.

Theprin ci pal-agent model and thereinvention machine

Aswasex plainedear lier, per for manceandac count abil ity aresome
of thegov ernment char acteristicsthat many peopledesirefortheirown
country. These two factors appear not to be complementary but
contrary. Sometimeswebelievethat thereisatrade off between them
and when a political and administrative system wins some
accountability it hasto de creaseitslevel of per for mance.

TheNew PublicManagement (NPM) hasem phasized both of them
asdesir ablecomponentsof any governmental reform. Many countries
haveat tempted to get the ben efitsfrom both of them (K ettl and Dilulio,
1995; Light, 1997), and many of these national reforms have been, at
least in some sense, a failure. There are also some tensions at the
theoretical level. Lynn (2001), for ex am ple, saysthat in many senses
NPM andtheideaof reinventinggov ernment couldbemoresimilarto
what we call traditional public administration (politics and
administration dichotomy, principles of administration, lack of
accountability, etc.).

On the other hand, in their book entitled “Inside the Reinvention
Machine’” Don ad Kettl and John Dilulio pro vide what they call “the
first independent assessment of the Clinton administrations
‘reinventing gov ern ment’ plan af ter morethan ayear of ef fort”. The
book presents different analyses and opinions from scholars that in
some ways evaluate the actual results of the National Performance
Review.

John Dilulio presents the different notions of reinventing and
reforming gov ern ment. Hesays" asthefirst year of theNPR drew toa
close, there were basically two schools of thought about it, one on
balance positive, the other on balance negative’. The perception of
Dilulioisthat the neg ative school had found more ad her entsthan the
posi tiveone. They aretryingtohaveanobjectiveeval uationof thefirst
year of theNPR. They try to show theneg ative but also the posi tive of
thisgovernmentreform.
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Kettl establishesthat theNational Per for manceReview hasat |east
some posi tiveresults. Inthewords of Kettl “initsfirst year, the NPR
has proven one of the most lively management reformsinAmerican
history. It has helped reorient the federal bureaucracy toward a far
moreef fectiveat tack onproblemsthat it mustlearntosolve’. They did
not have the results they expected, because they wanted to do
everything at the same time. They have practica and theoretical
contradictionsinthewholediscourseof reinventing.

Kettl identi fiessomecontradictionsthat canbeex plained by thebig
differences between the principal administrative tools of the
movement: downsizing, reengineeringandcontinuousimprovement.
Thesemanagementinstrumentshavevery dif fer ent goals, di rections,
methods, central focuses, andactions. Thesedif fer enceswantedtotake
theNPRtodif fer ent di rectionsat thesametime. K ettl doesnot mention
per for mance asthe goal of any of thesemaintools. It seemsthat Kettl,
like other authors(forexample, Light, 1997), considersper for mance
andresultswereim por tantintheNPR, but it ap pearsthehethinksthey
werenot theprinci pal sourceof contradictions.

Other important insight of Kettl is the description of the missing
pieces. He says that “without attacking and solving these missing
pieces of the picture, the NPR risks undercutting its promise”. The
missing pieces are: 1) a reform in the civil service; 2) a bigger
investment for the long term; 3) actions for reinforcing centra
administrativecapacity; 4) areval uationimpor tanceof theCongress,
5) a reevaluation of the media's role; 6) a differentiation of the

high-risk programs; and 7) a systematic effort to learn what the
reinvention move ment haveto teach.

Inthewordsof Kettl, suc cessful reinvention needs: 1) cou pling the
driv ingideasof the move ment to thefed eral gov ern ment mission; 2)
linking the big politics of downsizing with the small politics of
performanceim provement;3) devel opingalanguagefortalkingabout
it; 4) reinventing the job of federal managers, especially in
government’ smid dle, and 5) creat ing the glue to bind the move ment
together.

Kettl and Diluliotell usthat, ingeneral, “theNational Per for mance
Review accomplished, in just its first year, far more than anyone
thought possi ble” (Kettl and Dilulio, 1995). But this move ment paid
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much moreat tentiontotheresultsintheshort termand “failed to build
thefoun dationfor suc cessinthelong run”.

Despite of the differences in scope, there are some important
characteristicsthat many schol arsand practi tionershaveidenti fiedas
part of this reforming move ment. Most of them agree that maybe the
most important characteristic is the emphasis in improving the
performance of the pub lic sec tor (Behn, 2001, Light, 1997; Kettl and
Dilulio, 1995). Many of the principal ideas of “reinventing
government” are based in managerial and economic theories (see
Osborne and Gabler, 1992).

We do not have a clear map of bureaucratic discretion and
accountability. Wehavedif fer ent posi tions, and oneof them hol dsthat

we can change their behaviors and make them to do what politicians
andciti zensreally want. Princi pal-agent model andin somesensethe
reinvention movement assumes that with the correct incentives

(positive and negative), we can change the behavior of the
bureaucracy, politi cal ap point eesand membersof Congress.

It would be dif fi cult to say that we do not want agov ern ment that
“per formsbetter and costsless’ asthe National Per for mance Review
ar gued. Per for manceisavery impor tant char acter isticof asuccessful
modern government. We do not want only a government that
represents our interests in a democratic way, but we ask for a
government that can also give usthe best possi blelevel and qual ity of
ser vices. Per for mancehasbecomeoneof themainmeasuresof success
inpublicsector.

For the reinvention movement the performance-measurement
system is a clear link between performanceandaccountabil ity. They
clamthat if weestablishclear goalsfor thebureau crats, wedo not need
to worry about the pro ce dures and the meansthat they use to achieve
the general objectives. A similar link is developed in the
principal-agent model, but the big difference is that the reinventing
government movement thinks about the public servants as public
spirited and well-prepared people, while the principal agent model
assumesthat we are deal ing with self ish and self-interested agents.

Finalreflections

As we can see, the reinventing government movement and the
principal -agent model aretwodif fer entinstrumentseachat temptingto
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facetheunsolved problemsbetween per for manceand ac count abil ity.
Itisinter estingto seehow both per spectivestry toplacetheproblemin
the measure ment of out comesand the con struction of in centivesfor
agenciesandpeople. Butitisimportanttoclarify thatinpublicpol icy
the problems and outcomes are constructed by people in complex
processesof inter actionsand negoti ation (Wildavsky, 1993).

So we have dtill the problem about who is going to define the
problems and who is going to establish the goas, objectives and
performance measures. We can think also that this whole effort is
worthlessbecausetheul ti mate pur poseof gov er nanceisnot-or should
not be- ef fi ciency, but moreim por tant val ues(Dobel, 2001).

Government is dynamic becausethenatureof soci ety isdy namic
too. Now, PublicAdministrationisfacingnew chal lenges. Itisnotonly
theprob lem of how to keep our publicof fi cialsand publicmanagers
accountable, but we have also the problem of having new agency
relationships with different non-profits and private agencies for
providingagreat vari ety of services. Thecontractingrelationship by
itself is a principal-agent challenge (Kettl, 1993; Lipsky and Smith,
1989), andtheideaof per for manceand ac count abil ity inthosekindsof
new part ner shipsisatopic that needsto bevery well discussed (Moe,
2001).

Aswecan see, intheex treme, nel ther thereinventing gov ern ment
move ment nor the prin ci pal-agent model can ac com plishtheir goals
regarding both performance and accountability. On the side of
performancemeasurementsasbureaucrats incentives, wehavethatin
many cases those measures are and have to be the result of political
negotiationsbetweenthedif fer ent agenciesand membersof Congress.
The promise of an objective and technical definition of these
performance incentives is amost impossible to achieve, at least in
settingslikedem o cratic systems(Derthick, 1990).

On the other side, accountability could become a bigger problem.
Withthetradi tional systemthein putsand someout putsarerel atively
clear. Thereinvention movement pro posesto pay moreat tentioninthe
outcomes and give more legal discretion to bureaucrats and public
officials. Itismoredif fi cult to have good measure mentsof out comes.
Thus, we are going to be in the position of not having good
measurements of out comesand also not hav ing control of in putsand
outputs.
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In this sense, the National Performance Review can be seen as a
partia success. It achieved much more than anyone imagined at the
time the pro gram started (Kettl and Dilulio, 1995). The re sults of the
NPRcanbeanalyzedat|eastintwodif fer entways. First, it seemsclear
that, while most of the agencies could not accomplish the goals
established in their NPR_recommendations, someor gani zationswere
able to overcome various forces and carry out both policy and
management change (Green, 2000; Radin, 1995).

Ontheother hand, it ap pearsthat dif fer ent functionsof gov ernment
had different levels of improvement. Barzelay (2001) compares the
resultsobtainedinthe United Kingdom, New Zealand, and Australia,
whicharecon sid ered thebench mark cases, withtheresultsof theNPR
initsdif fer ent phases. He ar guesthat in the United Statestherewasa
relative lack of change in the areas of financial management and
organization, a similar level of change in the area of audit and
evauation, and an ap par ently more sub stantial changein the area of
procurement (Barzelay, 2001).

Finally, it seemsclear that both ap proachesareuseful tounder stand
themul ti plerelationsinthepublicsector. Theprinci pal-agent model
can help us to analyze the different interactions between several
political actors and the role that the incentive systems play in a
democratic gov ern ment. Thereinvention move ment showed ushow a
contradictory reform was implemented in one of the most complex
political systems. Welearned that many bu reau cratsdo not be havein
theway predicted by theprin ci pal-agent per spective. Inmy opinion,
the lessons learned from both perspectives are different but equally
useful for having a better understanding of the
performance-accountability probleminmoderngov ernments.

Futureresearch should at tempt to ad dressafun damental question
regardingtheutil ity of theseap proachestounder standinganddeal ing
withtheincreasingcomplex ity anduncertainty that under pinsmodern
governance. One potential means to accomplishing this theoretical
objective might be to pay attention to the different attempts to
interrel ate per for manceand ac count abil ity inpracti cal systems. That
is, weneed to deeply study theex peri encesof dif fer ent countriesthat
havetried to over cometheseten sionsinmorepracti cal ways, such as
enacting a performance-oriented budget or nation-wide manageria
reforms.
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It is necessary to be aware that agency theory analyzes social
problems from an individual point of view. Therefore, its potential
power should be found in disaggregating complex problems from
individual behaviors. If we can understand how different individual
behaviors influence overall social problems, we are not solving the
prob lems, but we haveabetter un der standing of them, and thushavea
better chanceto potentialy deal withthein creasingcomplex ity of the
publicsector.
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