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PREFACE

In many European countries, the provision of public services, enacting
the laws for their implementation, and the execution of administrative
functions is largely, if not predominantly, carried out by local govern-
ments. The approximately 91,200 municipalities and 1100 second-tier
local governments in the EU-27, covering some 50 percent of overall
public employment and local government activities, represent a significant
share (about 16 percent) of the entire gross domestic product of all EU
member states as well as of the total of public expenditure (about 34 per-
cent). From a political and democratic perspective, local self-government
fulfills an important stabilizing and legitimizing function within the over-
all national government systems and in the supranational setting as well.
It offers the opportunity for citizens to be directly involved in political
decision making and to ensure spatial proximity for political problem solv-
ing. Eurobarometer surveys show that citizens’ trust in local and regional
public institutions is significantly higher than in national parliaments and
governments. In the effective functioning and the acceptance of a consti-
tutional democratic government in European countries, therefore, local
self-government plays a crucial role. However, in the current comparative
research about public sector modernization the local level has hitherto
remained largely understudied. This is all the more a cause for concern as
local governments are the most seriously hit by fiscal and economic cri-
ses, austerity policies, and pressures for reform in many countries. Reform
intensity and activity can thus be assessed as particularly high at the local
level, and local authorities in Europe are in a continuous process of insti-
tutional change and modernization.
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This book provides comparative analyses and accounts of local public
sector reforms in a wide range of countries (including Eastern and Western
as well as Northern and Southern European systems) and reform measures
(including territorial, functional and NPM /post-NPM reforms as well as
democratic renewal and participatory innovations). Based on the research
of the COST-Action “Local Public Sector Reforms: An International
Comparison—LocRef” (1S1207), the volume is intended to address the
abovementioned deficits by means of a strictly comparative approach using
multinational teams of co-authors for each chapter. It exploits the expertise
of about 60 internationally renowned scholars coming from 30 European
countries, an outstanding source of knowledge that has not hitherto been
integrated and synthesized in any book published on this topic.

This comprehensive comparative project would not have been feasible
without the support of many colleagues and friends. The main resource for
bringing scholars together, sharing knowledge, and bundling nationally
scattered research has been LocRef, which we have the honor to serve as
Chair and Vice-Chair. LocRef'is funded by COST (European Cooperation
in Science and Technology) and supported by the EU Framework pro-
gram Horizon 2020. We are most fortunate to benefit from this unique
opportunity for comparative research and collaboration with about 200
senior and early-stage researchers in our field coming from 31 countries
and more than 50 renowned institutions in Europe. We owe many thanks
to this excellent group of colleagues, who—in their various (mostly over-
lapping) roles as working group chairs/members, authors, commenters,
discussants, conference organizers, coordinators, and so on—have joined
forces for a common research and publication strategy. Among this group,
we must mention in particular Christian Schwab who does an extraor-
dinary job as Academic Coordinator of LocRef. Our thanks also go to
the European Group for Public Administration (EGPA) for providing the
opportunity of generating synergies between LocRef and the Permanent
Study Groups of EGPA. We are also grateful for the stimulating com-
ments received from the reviewers of the chapter typescripts and for the
interest of the International Institute of Administrative Sciences (ITAS)
and more specifically of two editors, Taco Brandsen and Robert Fouchet,
of this IIAS-sponsored Palgrave series in our publication project. Finally,
we would like to express our gratitude to the research staft in Potsdam,
in particular Ina Radtke and Constanze Arnold, for their enormous sup-
port in coordinating the project, editing the text and preparing the final
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manuscript for publication. Any remaining weaknesses of the text remain,
of course, the responsibility of the editors.

Geert Bouckaert
KU Leuven Public Governance Institute, Belgium

Sabine Kuhlmann
Political Science, Administration and Organization
University of Potsdam, Germany
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CHAPTER 1

Introduction: Comparing Local Public
Sector Reforms: Institutional Policies
in Context

Geert Bouckaert and Sabine Kublmann

BACKGROUND AND OBJECTIVES

Local governments all over Europe are in a period of increased reform
activity and intensity, especially since this level of government has been the
most seriously affected by the continuously expanding global financial crisis
and the austerity policies in some countries. The reforms involve a variety
of trajectories ranging from New Public Management (NPM) moderniza-
tion to reorganization of service delivery between the local public, pri-
vate and non-profit sectors, functional re-scaling, territorial consolidation,
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and inter-local cooperation. Many local governments have significantly
shifted away from NPM-type reforms and moved to “something differ-
ent” in order to correct the shortcomings of earlier NPM measures, which
some commentators have labeled “post-NPM” (see Halligan 2010). The
significance of NPM /post-NPM notwithstanding, European local gov-
ernments have never concentrated solely on reforms of these kinds but
have pursued a variety of (partly conflicting) reform trajectories. NPM
reforms have undoubtedly prompted far-reaching institutional changes in
some countries, yet in other countries they have been criticized or even
ignored. Hence, “other-than-NPM measures” such as territorial reforms,
functional re-allocations in the multi-level system, and democratic innova-
tions have played an important role in many European local government
systems. These diverse reform activities have contributed to transforming
local government systems and patterns of local governance in Europe.

Against this background, it is cause for concern and criticism that
analysis of the local level is conspicuously neglected in the current com-
parative research concerning public sector modernization. Even recent
comparative studies on public management reform (see Bouckaert et al.
2010; Lagreid and Verhoest 2010; Pollitt and Bouckaert 2011) as well
as investigations reported by the OECD (2010) and World Bank (2007)
deal almost exclusively with central government and national administra-
tive levels. A pressing need remains to assess how far those reforms have
changed local governments, how they differ between various countries,
to what extent they represent a new “wave” of reforms (is the pendulum
really swinging back?), and whether all this makes a difference to the per-
formance and functioning of local governments.

Based on the results of the COST Action “Local Public Sector Reforms:
an International Comparison (LocRef),” this volume contributes to fill-
ing the respective gaps in comparative research by taking into account
the huge spectrum of the abovementioned reforms from a European-scale
comparative perspective. Capturing not only NPM /post-NPM, but also
alternative approaches and reform trajectories, the overarching question
of the volume is:

Which approaches and effects of local public sector reform can be identified
[from a cross-countries comparative pevspective and how can these be explained?

The COST Action LocRef embraces 31 countries, 28 of which are
referred to in at least one contribution of this book. These 28 countries
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represent six clusters of administrative traditions and local government
systems in Europe characterized by specific combinations of institutional /
cultural core features (see further below). In this chapter, we will elabo-
rate a conceptual framework for understanding local public sector reforms
from a cross-countries comparative perspective, on which, at the same
time, the COST Action LocRef has drawn.

COoONCEPTUALIZING LocaL PusLIic SECTOR REFORMS

We conceptualize local public sector reforms as a specific type of policy,
namely snstitutional policies, which are directed at political and adminis-
trative institutional structures. The following areas of institutional analysis
will be distinguished, and these also cover the main guiding questions of
the LocRef conceptual framework:

— The first area of analysis pertains to the emergence of reform dis-
courses, the causes of specific (national/local) reform agendas, and
the formulation of institutional reform packages/policies by relevant
stakeholders.

— The focus of the second area of analysis is on the actual adoption of
reform measures, institutional changes, and degrees of reform imple-
mentation from a comparative perspective.

— The third analytical area deals with the effects of reform and the
question of how specific measures influence the actual performance
of local governments, citizens’ satisfaction, and perceptions of how
local government works, and whether there are also unintended
(side) effects of various modernization efforts.

Our approach is not meant, however, to presume a deterministic rela-
tionship between the type of institutional policy and its implementation
and performance. There are a number of factors to be taken into account
when it comes to explaining modes, measures, and outcomes of institu-
tional policies from a comparative perspective. One of these factors is the
nature of the local tasks and functions subject to reforms. We might, for
instance, assume more straightforward positive impacts of NPM-guided
customer-oriented modernization efforts in the field of local service deliv-
ery functions that immediately affect the citizens than in the field of tech-
nical or environmental functions. Another important explanatory factor to
be explored in more detail further below is “context” (see Pollitt 2013),
that is, the institutional and cultural “starting conditions” (Pollitt and
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Bouckaert 2011) of reforms in a given country (cluster) which we assume
to exert major influence on the trajectories, adoption, and effects of local
public sector reforms.

When local public sector reforms are viewed as institutional policy and
conceptualized along the ideal type input-output model of the politico-
administrative system, then a distinction can be made between more input-
oriented democratic reforms and more output-oriented administrative
reforms (see Scharpf 2002). Of course, empirically, there will most often
be a mixture of both types. However, for analytical purposes, we differ-
entiate between reforms directed at strengthening the input legitimacy by
way of introducing new participatory instruments and elements of demo-
cratic innovation (democratic reforms) and reforms targeted at enhancing
output legitimacy (administrative reforms, see also Kersting and Vetter
2003). The latter are aimed at improving the efficiency, effectiveness, and
productivity of public service delivery through organizational, procedural,
and instrumental changes within the public administration. Depending on
which elements of institutional order are on the reform agenda, admin-
istrative reforms can be classified as external and internal variants. The
external variant is intended to change the shape of the institutional order
overall and to redefine institutional boundaries, functional and /or territo-
rial jurisdictions, membership rules, and relations between organizations
at different levels or sectors. Internal administrative reforms, by contrast,
are concerned with changes in the distribution of responsibilities and
resources within administrative organizations as well as the internal reor-
ganization of decision-making rules.

External Administrative Reforms

(1) Territorial re-scaling: European local governments have been—to
varying degrees—subject to both territorial upscaling (amalgama-
tion) and/or trans-scaling (inter-local cooperation) of subnational
jurisdictions fueled, in part, by recent austerity measures and the
hopes of national policy makers that such reforms will facilitate
economies of scale. On the one hand, a group of countries can be
identified in which national governments acted to reinforce the
administrative efficiency of local government by way of territorial
and demographic extension (also termed “up-scaling”; cf.
Baldersheim and Rose 2010, p. 20). Owing to the fact that this
reform trajectory originated in Northern Europe (UK, Sweden,
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Denmark; some northern parts of Germany), the international com-
parative literature therefore speaks of a “Northern European”
reform model (Kuhlmann and Wollmann 2014, p. 150). In contrast
with this country group stand a cluster of countries in which the
small-scale, fragmented territorial structure of local government,
whose origin often dates back to the eighteenth century, has
remained largely unchanged. Since France, Italy, and Spain are
prominent examples of this country group, the comparative litera-
ture refers to this as the “Southern European” reform model. In
these countries, strategies (termed “trans-scaling” by Baldersheim
and Rose) have been pursued that aim at ensuring the operative
viability, even of very small-scale municipalities, by establishing
inter-municipal bodies.

Re-organizing local service delivery: Many European local govern-
ments have pursued NPM-driven externalization of local services to
private or non-profit providers (contracting out, functional/asset
privatization, corporatization, competitive tendering) and some of
them have more recently undertaken post-NPM re-municipaliza-
tions of previously externalized local functions (Wollmann and
Marcou 2010). In addition to this horizontal reorganization of local
service delivery, a vertical dimension can be identified which
addresses the reallocation of tasks between the local and upper levels
of government (see Kuhlmann and Wayenberg 2015). Here, a cru-
cial distinction needs to be made between political decentralization
through which “real” decision-making powers are attributed to the
local councils regarding the newly transferred tasks and administra-
tive decentralization understood as a transfer of administrative func-
tions from the state to the local government level without granting
political powers to the latter (Kuhlmann et al. 2014, p. 206 et seq.).

Internal Administrative Reforms

(3) Managerial reforms: Guided by the NPM idea of transforming the

bureaucratic Weberian administration into a customer-friendly a//
uses “service enterprise” to be managed in a performance oriented
manner (Schedler and Proeller 2000), many local governments have
embarked on reform projects of internal reorganization, process re-
engineering, new budgeting and accounting systems, performance
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management tools and human-resource-related modernization.
Although a broadly convergent reform discourse is apparent in this
respect, a radical managerialization of the public sector, as was char-
acteristic of the United Kingdom (and New Zealand), has not taken
place in the majority of European administrations (Pollitt and
Bouckaert 2011). By contrast, the implementation of NPM con-
cepts in Continental Europe has been significant, but by no means
revolutionary (Bouckaert 2006; Kuhlmann and Wollmann 2014,
p- 172). Nonetheless, this does not mean that reform activities at
the local level have been minimal, but rather that different local
government systems have adapted them to their respective cultural
contexts (Peters 2013).

Democratic Reforms

(4) Participatory rveforms, divect democracy, and citizen involvement:
Major attempts in modernization have been directed at the revival
of “old” participatory instruments as well as the introduction of
“new” ones at the local level of government and the inclusion of
civil society into local policy making. This reform area focuses on the
strengthening of direct democracy (local referenda, direct election/
recall of local executives), on the one hand, and new forms of par-
ticipatory and cooperative democracy on the other (citizens’ forums,
consultations, youth/neighborhood councils, e-democracy).
Besides the introduction of direct elections of local political leaders/
mayors (Bick et al. 2006; Reynaert et al. 2009), democratic reforms
can be aimed at reinforcing the direct influence of residents through
referenda, initiatives, and petitions. Finally, they can also be directed
at allowing residents to participate in public debates, by introducing
consultations and interactive and deliberative policy making.

The subsequent chapters of this book will use this typology of insti-
tutional reforms for mapping and clustering various reform activities
and studying each of them from a cross-countries comparative per-
spective, referring to NPM and/or to post-NPM measures where
applicable. Figure 1.1 summarizes the main reform components to be
scrutinized.
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COMPARATIVE APPROACH: INSTITUTIONAL POLICIES
IN CONTEXT

As mentioned above, we consider the institutional “starting condi-
tions” and “contexts” within which local public sector reforms take place
as major explanatory factors for the adoption and outcomes of these
reforms (see Peters 2013; Pollitt and Bouckaert 2011; Pollitt 2013).
This assumption is conceptually inspired by historical institutionalism (cf.
Pierson 2004), according to which answers to newly emerging problems
are pre-structured by existing institutional arrangements and historically
ingrained patterns of problem solving. Hence, the scope of reform options
is limited by “path dependencies” (Hall and Taylor 1996, p. 941; cf. also
Baldersheim and Rose 2010, p. 10 et seq.). Depending on its historically
shaped institutional contexts and administrative cultures, each European
country has thus viewed the concurring reform discourses (such as NPM)
very differently. Likewise, similar administrative interventions can bring
about very diverse effects in the contexts of the individual countries
because they each encounter unique, pre-existing institutional arrange-
ments, and institutional “legacies.” These in turn can have either a pro-
moting or blocking effect on specific types of reforms and the resulting
outcomes.

External re- e Territorial -
e Internal re-organization/ : / Democratic
organization/ functional
(post-) NPM < renewal
(post-) NPM re-scaling
o p—— Internal re- Territorial up-scaling
|| :"thzr::i;:’;i |organization, relation || (amalgamation), | | Direct election/ recall
Srprd ey | council - municipal mergers, of local executives
privatization g . - e "
administration regionalization
One-stop-agencies; Performance Trans-scaling
— costumer-Oriented 1  management, 1 (inter-local —  Local referenda
service delivery output-steering cooperation)
R Ll HRM-instruments; g Pi.ali.licali. C"i?rnl forums,
E~m.un|:|pa. ization; ! performance related L a r!'lln.ls'[l'? ve L | _consu tations,
insourcing decentralization; de- neighbourhood etc.
Py concentration councils

Fig. 1.1 Types of local public sector reform (Authors’ own representation)
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Context Conditions of Reforms

When taking the context of reforms into account, it appears to be useful to
focus specifically on those institutional key features that—from theoretical
and empirical viewpoints—are most likely to influence the nature of local
public sector reforms. This applies to the following five aspects (see also
Kuhlmann and Wollmann 2014; Pollitt and Bouckaert 2011):

(1) State structure and type of government: In unitary states with a cen-
tralized administration central governments can easily intervene in
the affairs of subnational tiers of government. Thus they have, at
least constitutionally, the possibility to impose local-level reforms
and to monitor, control, and steer them from the center. In federal
and highly decentralized states—characterized by strong subna-
tional units, constitutionally protected local self-government, and
vertical power sharing—local public sector reforms can theoretically
be assumed to be more self-managed, voluntary, or organized in a
collaborative manner. Furthermore, majoritarian systems are more
likely to push far-reaching comprehensive reforms (but also to wit-
ness frequent policy reversals) than are consensus-oriented govern-
ments where negotiations, bargaining and an overall orientation
towards compromise are predominant. Hence, reforms can be
expected to be more incremental and cautious, but possibly also
benefit from more comprehensive “ownership” and acceptance
which might increase their sustainability over time.

(2) Administrative culture and tradition: As many of the reform mea-
sures treated in this book were originally borrowed from private
sector enterprises, we would expect them to be implemented more
hesitatingly in Continental European countries with legalist admin-
istrative cultures characterized by a separation between the public
and private (legal) sphere and a predominance of rule orientation.
This stands in contrast to countries with a public interest/common
law tradition marked by a less clear-cut separation of public and pri-
vate spheres, an instrumental notion of the “state” conceived of as
“government” (Painter and Peters 2010, p. 20) and thus less hesita-
tion in importing concepts and tools from the private sector. A fur-
ther distinction must be made with regard to the inherited
administrative traditions of post-communist countries whose insti-
tutional development was historically shaped by the centralist state
model with municipalities acting as local offices for the state admin-
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istration and an at-best rudimentary relevance of legal norms in day-
to-day administrative work (Kuhlmann and Wollmann 2014, p. 19;
Painter and Peters 2010, p. 27 et seq.). Yet, after 1990, the institu-
tional development in post-communist Europe has taken place
against the background of country-specific political conditions and
pre-communist administrative traditions at different speeds and
with different emphases (Swianiewicz 2014, pp. 292, 297).
Functional vesponsibilities and autonomy of local governments: The
scope and content of functional responsibilities and the extent of
autonomy (local discretion) which the local authorities have in car-
rying out their tasks (see Page and Goldsmith 1987) can be expected
to influence the emergence, steering mode, and impacts of reforms
at the local level. We assume that local authorities with a broad range
of functions are more inclined to reform their administrations than
functionally weak local governments, because they face more intense
pressures and a higher demand by citizens, politicians, superior lev-
els of government, and so on for improvements in service delivery
and efficiency. On a legal level, the strength and position of local
authorities within an entire intergovernmental system can be seen
from the existence or absence of a “general competence clause,”
which applies to Continental Europe and Scandinavia and stipulates
that local councils are responsible (at least formally) for all matters
relating to the local community. This stands in contrast to the British
ultra vires principle by which local governments carry out only those
responsibilities that have explicitly been assigned to them by parlia-
mentary legislation and which can be revoked at any time (mean-
while attenuated by the local government legislation of 2000).
Tervitorial structures: Size is an important condition for the opera-
tional viability, democratic quality (Denters et al. 2014 ), and—we
assume—also of local governments’ capacity for reform and/or
pressures to reform they are faced with. Large-scale systems can be
expected to be more capable of coping with the reform-related
transaction and opportunity costs than are small municipalities,
whose resources are used up by day-to-day business alone. Larger
local authorities usually also have a more extensive human resource
pool from which to draw and enough organizational leeway avail-
able to use for public sector modernization. Likewise, political and
democratic reforms might be considered less relevant in smaller sys-
tems because direct participation is easier to achieve, whereas in
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larger units the need to grant more participatory rights and direct
involvement in local politics to the residents is likely to be regarded
as more urgent.

(5) Local democracy: Finally, the nature and impacts of local public sec-
tor reforms can be expected to depend on the type of local democ-
racy, specifically the distribution of decision-making powers within
local authorities. In “strong mayor-systems” (cf. Heinelt and Hlepas
2006, p. 33; Mouritzen and Svara 2002) the individual local leader-
ship is highly valued and the responsibilities are divided between the
executive leader/mayor and the legislative /council with the—partly
even directly elected—local leader/mayor being equipped with his
or her own decision-making powers. Under these conditions, we
might expect a greater locally based willingness to modernize the
public sector than in so-called “committee systems” where strong
mayors are generally unknown and the executive control of local
administration lies with the elected local council or, more specifi-
cally, with council committees responsible for different domains
(Wollmann 2008). In strong mayor systems with powerful local
leaders it might thus be easier to steer and manage public sector
reforms more effectively than in collective systems.

Country Clusters of Public Administration and Local
Government Systems

The 28 countries represented in this volume can be grouped roughly into
six country clusters of administrative traditions and local government sys-
tems each marked by distinct combinations of institutional and cultural
characteristics (see Kuhlmann and Wollmann 2014):

(1) Continental European Napoleonic type: This type is marked first by
the common Roman legal tradition and the importance of statutory
law, and a powerful centralized bureaucracy. Traditionally, local gov-
ernments are functionally weak (recent decentralization reforms
notwithstanding) and a high number of (deconcentrated) locally
operating field offices of the central state are characteristic.! Within
the Continental European Napoleonic type, a Southern European
subgroup can be identified (cf. Kickert 2011, p. 107 et seq.), whose
administrative practice is shaped by exceptionally strong politiciza-
tion, clientelistic relations and political party patronage with regard
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to recruitment to the civil service (Kickert 2011, p. 107 et seq.;
Sotiropoulos 2004, p. 408 et seq.).?

(2) Continental European Federal type: This type displays an essential
commonality with the Napoleonic systems because of the strong
legalistic orientation of administration and the rule-of-law culture
following the Roman law tradition. A crucial difference from the
Napoleonic group is, however, the important role of the subnational
decentralized level and the principle of subsidiarity. As in federal
countries many subnational tasks fall with the intermediate ( Lander/
Canton) level, the percentage of local expenditures in these coun-
tries is party lower than in some unitary countries (see Table 1.1).

Table 1.1 Context conditions and core-features of local government systems
Country Decentralization Territorinl Executive
structures leader/mayor
Functional Discretion/Financial
responsibilities”  self-veliance
>25% =strony 3=strong (bold) >10,000=strong  1=strong
(bold) (bold)
Continental European fedeval type
Austria 15.5 2 3,510 1
Germany 16.8 2 6,690 1
Switzerland ~ 24.3 3 2,950 1
Continental Euvopean Napoleonic type
Belgium 13.5 3 17,910 0
France 209 3 1,720 1
Greece 5.6 2 33,600 1
Ttaly 31.3 3 7,270 1
Portugal 14 2 34,380 1
Spain 13.3 3 5,430 1
Turkey 12.0 2 52,200 1
Nordic type
Denmark 64.3 2 55,480 0
Finland 40.6 3 12,660 0
Iceland 242 3 4,150 0
Netherlands  33.6 1 36,890 0
Norway 33.3 3 11,020 0
Sweden 48.2 3 31,310 0
Anglo-Saxon type
Ireland 10.3 3 37,310
UK 27.8 1 139,480 0

(continued)
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Table 1.1 (continued)
Country Decentralization Territorial Executive
structurest leader/mayor
Functional Discretion/Financial

responsibilities”  self-veliance

>25% =strong 3=strong (bold) >10,000=strong  1=strong
(bold) (bold)

Central Eastern Euvopean type

Czech Rep. 27 1 1,640 0
Estonia 24.7 1 5,930 0
Hungary 14.9 1 3,170 1
Latvia 30.8 0 16,760 0
Lithuania 25.6 1 56,570 1
Poland 33 2 15,390 1
Slovakia 18.2 2 1,870 1
South-Eastern European type

Bulgaria 18.1 2 29,090 1
Croatia 16.6 3 8,014 1
Romania 239 1 6,800 1
Slovenia 20.4 0 9,560 1

Data sources:* DEXIA (2011), OECD (2013), United Cities and Local Governments (2010)

%% of local expenditure out of total public expenditure

"The extent to which local government revenues are derived from own/local sources (taxes, fees, charges);
based on the LAI 2014 (Ladner et al. 2015 with further explanations): sources yield less than 10% of total
revenues: 0; 10-25%: 1; 25-50%: 2; more than 50%: 3

‘@ PT of municipalities

(3)

Nordic type: The Scandinavian/Nordic countries display significant
overlap with Continental European countries in their administrative
profiles since these countries are also rooted in the Roman law tradi-
tion (cf. Pierre 2010; Wollmann 2013). However, there is a peculiar-
ity concerning the openness of the recruiting and career system in
the public service and (specifically in Sweden) the explicit accessibil-
ity of the administrative system by the citizens (freedom of informa-
tion, external transparency, citizen participation, and user
democracy). Further commonalities with the Continental European
federal nations are the subsidiarity principle in which responsibilities
are allocated to the central and local administrative levels. These
countries traditionally possess a highly decentralized administrative



(4)
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structure with politically and functionally strong local governments,
and (apart from the Netherlands®) a high degree of local autonomy.
Anglo-Saxon type: The countries with an Anglo-Saxon (and Anglo-
American) administrative model belong to the public interest or civic
culture tradition. The cognitive and normative differences between
the state and the social /economic sphere are not very pronounced
and the crucial separation of the public and private legal sphere in
Continental European administration is largely unknown in these
countries. Local governments used to enjoy high levels of discretion
and many functional responsibilities while staying comparatively
weak in terms of local leadership. However, owing to reforms they
have lost this traditionally strong position in many respects.

The Central Eastern European (CEE) type* is characterized by a
quite comprehensive break with the former legacy of the socialist
administrative system. Public administration is highly decentralized
and local governments enjoy a fairly wide scope of functions pro-
vided by local authorities, yet with different degrees of fiscal discre-
tion. In the wake of the system change in 1989, these countries have
made much progress in the (re)establishment of the Continental
European constitutional and administrative model. Another qualifi-
cation must be made regarding the Baltic States (Estonia, Latvia,
and Lithuania), which resemble, in a number of features, the Nordic
type (Vangas and Vilka 2003), specifically Lithuania as the CEE
country with the highest average population of municipalities
(57,000), whereas others are much more fragmented.

South Eastern European (SEE) Type: Geographically, all countries of
this cluster (Bulgaria, Croatia, Romania, and Slovenia) are located in
the Balkans (Swianiewicz 2014, p. 305; Kopri¢ 2009). In institu-
tional terms, too, the local government systems of this group show
many similarities with the South European type (see above); for
instance, the narrower scope of functional responsibilities and the
strong position of the mayors. Compared with the cluster of CEE
countries, the SEE type is characterized by lower fiscal discretion
and a weaker institutional position of local governments. Public
administration is generally marked by a still quite centralized unitary
structure (Kuhlmann and Wollmann 2014, p. 21). In some coun-
tries (e.g. Bulgaria and Romania), the administrative history was
marked by highly centralist rules and the transformation process
after 1990 was determined initially by the post-communist elite.
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Table 1.1 gives an overview on some key features of local government
systems and relevant context conditions of local public sector reforms in
the (groups of) countries represented in the chapters of this volume.®

OVERVIEW OF THIS VOLUME

Drawing on the abovementioned reform typology, Part I of the book
deals with the territorial rescaling of local governance, amalgamation,
cooperation, and territorial consolidation. Proceeding from the empirical
observation of significantly diverse territorial reform policies in Europe
ranging from drastic mergers, through partial upscaling, to no amalgama-
tion at all, Steiner, Kaiser, and Eythoérsson (Chapter 2) focus on strategies,
patterns of conflict, and outcomes regarding municipal merger reforms
in 14 European countries. The broad variety of amalgamation strategies
notwithstanding, the authors reveal that these reforms often result in a
strengthened viability and improved service quality of the enlarged munic-
ipal units. Taking a predominantly explanatory approach, the comparison
of the divergent reform patterns within a small-~ design (the Netherlands
and Flanders) presented by Broekema, Steen, and Wayenberg (Chapter 3)
suggests that the degree of centralization /decentralization within a given
country/region, the path of amalgamation in the past, and the role of the
mayor, explain differences in reform outcomes. In a similar vein, Askim,
Klausen, Vabo, and Bjurstrom (Chapter 4) analyze potential driving forces
(fiscal stress, urbanization and others) and filtering factors (for example
municipal size) of amalgamation, using a large-# approach (17 European
countries). They show that, inter alia, the degree of urbanization, the his-
tory of recent reforms, path dependencies, and municipal size are among
those factors with the most predictive power for amalgamation reforms.
Franzke, Klimovsky, and Pinteri¢ (Chapter 5) concentrate on the devel-
opment and impacts of intermunicipal cooperation (IMC) as a potential
alternative to mergers. Comparing the examples of Brandenburg, Slovakia,
and Slovenia, they demonstrate that the various forms of IMC found in
the country cases differ widely in their outcomes depending on (more
favorable or more unfavorable) context conditions.

Part II of the volume addresses internal administrative reforms inspired
by the NPM guided principles of performance management, performance
budgeting, performance-related pay and other new forms of human resource
management (HRM). The contribution by Mussari, Tranfaglia, Reichard,
Bjornd, Nakrosis, and Bankauskaité-Grigalitiniené (Chapter 6) deals with
the design and implementation of local performance budgeting (PB) from
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the comparative perspective of four countries (Germany, Italy, Lithuania,
and Norway). Highlighting the different concepts and trajectories of
PB reform, the authors identify the major causes and drivers influencing
processes of reform and show to what extent NPM-based principles, exter-
nal pressures, and the 2007 financial crisis impacted the pace and contents
of budgeting reforms in these four countries. Performance management is
also the core concept analyzed by Turc, Guenon, Rodrigues, Demirkaya,
and Dupuis (Chapter 7), who examine reform ideologies and diffusion in
countries with a Napoleonic administrative tradition (France, Turkey, and
Portugal). Their study suggests a visible resistance of Napoleonic local gov-
ernments to NPM approaches of performance management. However, the
comparative analysis also accounts for an enormous diversity of contexts
and reforms in the sample of three countries. A critical view on performance
related local government modernization is also taken by Proeller, Wenzel,
Vogel, Mussari, Casale, Turc, and Guenoun (Chapter 8). Focusing on per-
formance related pay (PRP) regimes in Germany, France, and Italy, the
authors shed light on the causes by which PRP systems have lost their core
position in the reform agendas of European local governments. Drawing on
a survey in three “cities of excellence” nominated for the European Public
Sector Award, Salm and Schwab (Chapter 9) explain to what extent and
why HRM reforms can actually influence local government performance.
In discussing the external (post-)NPM-related reorganization of
the local public sector, Part III of the volume concentrates on institu-
tional changes in local service delivery, focusing on various local poli-
cies and services. Taking the examples of public utilities and elderly care,
Wollmann (Chapter 10) provides a developmental (over time) and cross-
countries/cross-policies analysis of institutional changes in local ser-
vice delivery in both Western European countries and Central Eastern
European ones. He suggests that after significant NPM -inspired and
crisis-driven privatizations and outsourcing strategies, there are new signs
of'a “comeback” of the municipal sector and of an emerging engagement
of the societal sphere. Torsteinsen and Van Genugten (Chapter 11) chal-
lenge this hypothesis of developmental stages and converging institutional
trends in local service organization. Taking Norway and the Netherlands
as the most similar cases, they find that the trajectories of reform do not
match the general picture of similar reform trends and developmental
patterns across Europe. By contrast, they reveal that NPM reforms have
occurred in different decades in the two countries, that there are no signs
of re-municipalization, but that there is instead a strong tendency towards
inter-municipalization as a common feature. The search for convergence
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and divergence in local service organization is also at the center of the
contribution by Henriksen, Smith, Thegersen, and Zimmer (Chapter 12).
They take a fresh look at the relation of municipal and non-profit actors
by examining institutional changes in the welfare mix of local social ser-
vice provision. Their analysis shows that, despite a general divergence in
welfare regimes and non-profit-government relations, the country sample
(Germany, Denmark, and the UK) exhibits major common institutional
trends in local service provision. This observation of significant conver-
gent developments in local service delivery despite persisting country
(cluster) differences gains further support from Hlepas, Kettunen, Kutsar,
MacCarthaigh, Navarro, Richter, and Teles (Chapter 13). Comparing
seven countries (Estonia, Finland, Germany, Greece, Ireland, Portugal,
and Spain) with regard to their reorganization of childcare governance,
they identify the rescaling of care-related functions between levels of gov-
ernment as a common institutional trend. However, following a decade
of investments in local childcare, the autonomy of municipalities in this
sector has in the meantime been significantly reduced owing to the public
debt crisis. The institutional consequences of the fiscal crisis are also the
topic of the contribution by Getimis (Chapter 14) picking the example of
local planning powers. A general trend towards decentralization of plan-
ning powers notwithstanding, he finds very different national responses,
e.g. revealing the UK and Greece as “radical marketizers.”

Part IV of the volume addresses local participatory reforms, innovations
in local democracy and leadership, the impacts of reform on the local citizens,
and their perceptions about “good local governance.” Starting from the
diagnosis of contested representative democracy, Vetter, Klimovsky, Denters,
and Kersting (Chapter 15) provide a comprehensive overview of local dem-
ocratic reforms for all member states of the EU with a population of more
than one million, plus Switzerland, Norway, and Iceland, over the period
from 1990 to 2014. The authors conclude that most changes have occurred
in minor fields of democratic reforms (such as free access to information)
whereas with regard to more far-reaching attempts, e.g., the introduction of
binding referenda, there is more reluctance. Lidstrom, Baldersheim, Copus,
Hlynsdéttir, Kettunen, and Klimovsky (Chapter 16) analyze attempts to
restore and improve existing institutions of representative democracy—the
councils and the councilors—in 15 European countries. They reveal that
the observed variations between countries can largely be explained by the
type of legitimacy that each local government system enjoys and that is
based on different degrees of citizen trust and national government con-
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fidence in local government. Contested representative democracy at the
local level is also the starting point of the contribution by Copus, Iglesias,
Hacek, Illner, and Lidstrom (Chapter 17). Their concern is to examine
the extent to which the debate about the direct election of the mayor
has influenced change in local government and how, if at all, this model
of local leadership has been adopted in their country sample (the
Czech Republic, England, Slovenia, Spain, and Sweden). The ques-
tion of discursive and instrumental convergence is also put forward by
Kersting, Gasparikova, Iglesias, and Krenova (Chapter 18) with regard
to new deliberative participatory instruments. Examining participa-
tory budgeting (PB) as one of the most important reform instruments,
they argue that the local administration and the directly elected may-
ors are key actors in the reform process, while councils are more hesi-
tant to implement PB tools. Despite significant country differences, PB
in Europe focuses more on public brainstorming and less on planning
or actual conflict resolution. Finally, but importantly, Denters, Ladner,
Mouritzen, and Rose (Chapter 19) shed light on citizens’ perceptions in
public sector reforms, governance, service provision, and democracy at the
local level in Switzerland, Norway, Denmark and the Netherlands. Taking
into account that reforming local government is not a value in itself but
is meant to generate improvements for the population, the authors give
the word directly to citizens and thus take a pronouncedly evaluative per-
spective. They scrutinize the importance of democratic values as com-
pared with efficient provision of services and whether there is a trade-oft
n. between efficiency and democracy. Their analysis reveals that local
governments, on the one hand, achieve satisfactory results in the eyes of
their citizens in many respects. On the other hand, there are noteworthy
differences, inter alia, concerning satisfaction with municipal output per-
formance, responsiveness of local elected officials, citizens’ expectations
regarding good local governance (collective vs. individualist service provi-
sion), and democratic values (representative vs. more participatory).

NOTES

1. Regarding Belgium, which has meanwhile been quasi-federalized, a differ-
entiation between the Flemish region (with a more Nordic tradition) and
the Walloon region (with a more Latin/Napoleonic tradition) must be
made. However, for purposes of simplification we group Belgium with the
Continental European Napoleonic cluster.
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2. Although not belonging to Continental Europe geographically, Turkey dis-
plays many features of the Continental European Napoleonic administrative
profile (Southern European sub-group) and is therefore classified with this
group (country data taken from Turc et al. in this volume).

3. For some countries we have taken updated numbers (as far as available) in
order to take major recent reforms into account: (1) Greece: average popula-
tion significantly increased after the Kallikratis Reform of 2010 (from
10,750 in 2010 to 33,600 in 2015); (2) Hungary has witnessed a significant
decline in functional responsibilities due to re-centralization processes (from
25.6in 2011 to 14.9 in 2013); (3) Latvia: average population significantly
increased after the reforms of 2010 (from 4,340 in 2010 to 16,760 in
2015).

4. Although the Netherlands are characterized by a historic legacy of the
Napoleonic tradition it also shows many similarities with the Nordic coun-
tries (see John 2001), which have been further strengthened by way of
recent (decentralization) reforms (Torsteinsen and Van Genugten in this
volume).

5. We distinguish two types of Eastern European systems by combining parts
of the more differentiated typology proposed by Swianiewicz (2014) that
consist of five Eastern European sub-groups.

6. As Cyprus, Bosnia Herzegowina, and Israel, although being LocRef mem-
bers, are not represented in this volume we have not included them in the
table.
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PART I

Re-Scaling Local Governance:
Amalgamation, Cooperation,
Territorial Consolidation



CHAPTER 2

A Comparative Analysis of Amalgamation
Reforms in Selected European Countries

Reto Steiner, Claire Kaiser, and Grétar Thor Eythorsson

INTRODUCTION

Various European countries have implemented amalgamation reforms
since World War II, and such reforms are still or again on the agenda of
national and subnational governments. Politicians consider them a rem-
edy to improve public service delivery and the financial situation of local
and superordinate tiers of government, particularly in times of financial
stress: Greece serves as a good example for this strategy, as it tremendously
reduced its number of municipalities in 2010.

Although the advantages and disadvantages of amalgamations have
been widely discussed, studies on the spread and outcome of this type of
reform are mostly country-specific, fragmented, and only partially com-
parable (for example, Keating 1995; Council of Europe 2001; Fox and
Gurley 2000).

Based on an expert survey, this chapter provides a comparative over-
view of the amalgamation strategies in local government in continental
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European countries, the implementation of these projects, patterns of
conflict, and the outcome of these reforms. The main research question
concerns whether the amalgamation reforms have achieved their goals
thus far and whether the selection of a specific reform strategy leads to a
certain reform path and outcome.

The chapter starts with the development of a framework, which struc-
tures the analysis of amalgamation reforms, and then provides an overview
of the development of the local territorial structure in Europe and a clas-
sification of amalgamation strategies. We subsequently discuss the objec-
tives of amalgamations, the patterns of conflict, and the outcome of the
reform.

For this comparative cross-national study, we collected data from an
expert survey that was sent to academic experts specialized in local gov-
ernment research in 20 countries participating in the working group on
territorial restructuring of the LocRef COST Action research network,
which include the majority of the continental European countries and
Iceland. The questionnaire on territorial reforms focused, in the first part,
on statistical data regarding municipal structure and size. In the second
part, territorial reforms, particularly amalgamations, were addressed. The
data were collected in 2014, and the response rate was 75% (15 countries
participated in this survey: Belgium, Denmark, Finland, Germany, Greece,
Iceland, Italy, the Netherlands, Norway, Poland, Portugal, Slovenia, Spain,
Sweden, and Switzerland).

FRAMEWORK FOR THE ANALYSIS OF AMALGAMATION
REFORMS

The analysis of amalgamations in European countries is structured based
on an analytical framework, as presented in Fig. 2.1: amalgamations are
first classified by the characteristics of the not-yet-amalgamated municipal-
ities and the context that influences the objectives that actors want to reach
with the reform. These objectives are expected to be achieved through the
selection of & reform strategy and its implementation. The implementation
will cause patterns of conflicts, which, among other factors, will influence
the outcome of the reform. The reform process is nonlinear. The outcome
will be the starting point of future reforms, and each aspect of the process
may influence other aspects, e.g., patterns of conflict can trigger a change
in the strategy or implementation process.
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Fig. 2.1 Analytical framework
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This chapter focuses on the “objectives,” “strategies,” “patterns of
conflict,” and “outcome” of amalgamation reforms. The contribution by
Askim et al., Chap. 4 in this volume discusses the drivers, i.e., characteris-
tics and context, of such reforms.

Objectives

The objectives that politicians want to achieve with amalgamations focus
on not only the resources of a municipality (human resources and local
finances) and the output of amalgamation (quality and quantity of public
services, correctness of legal decisions) but also the room for maneuvering
that is granted to an amalgamated municipality (from outside the political-
administrative system of the municipality, local autonomy; from inside
the political-administrative system, local democracy and identity with a
municipality).
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These effects are frequently discussed in the literature and are cru-
cial characteristics of local government performance (see Poister 2003;
Padovani and Scorsone 2009).

Proponents usually argue that task fulfillment could be improved
(Reingewertz 2012; Steiner 2002) and that costs can be reduced through
economies of scale (Fox and Gurley 2006; Council of Europe 2001).
Professionalization of the administration is expected in larger municipali-
ties because personnel are better educated and able to work in more spe-
cialized areas (Dafflon 1998). The position of the local tier of government
vis-a-vis higher tiers is expected to become stronger because more tasks
can be transferred to the local tier and because the local tier can gain
more negotiation power; moreover, the local government should gain
more municipal autonomy (Steiner 2002). However, opponents of merg-
ers often argue that democracy will be hindered by a reduction in political
participation and direct contact between local councilors and citizens and
by a loss in local identity (Linder 1999; Copus 2006; De Ceuninck et al.
2010).

In addition, if promoters of amalgamations formulate objectives, they
are not necessarily consistent and clear. Indeed, for political reasons, a lack
of knowledge, or conflicting interests, governments may follow an incon-
sistent agenda with contradictory objectives.

Strategies

Countries can choose between different reform strategies. In a first dimen-
sion these strategies can range from bottom-up to top-down strategies,
and in a second dimension they can range from comprehensive to incre-
mental approaches. A bottom-up amalgamation strategy can be defined as
a proposal for boundary change that is generated at the local tier of govern-
ment. These reforms are usually voluntary—that is, the municipalities and
its citizens decide on their own whether they want to merge with one or
more neighbor municipalities. There are no threats of intervention or law
enforcement at the superior state level in case the merger project fails. In
some cases, superordinate tiers of government may set financial incentives
to promote mergers Kaiser (2014 ). In contrast, a top-down amalgamation
strategy involves an intervention by central government (or by the superior
state level), and changes are imposed on local governments (Baldersheim
and Rose 2010, p. 13). Top-down mergers are usually coercive—that is,
the higher-ranking state level can force a municipality to merge with one
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or more neighbor municipalities against the will of the municipality con-
cerned or the majority of its citizens.

With respect to the second dimension, comprehensive and incremen-
tal approaches can be distinguished (Baldersheim and Rose 2010, p. 13).
When a comprehensive strategy is chosen, the entire local government
structure in the country is analyzed at one point in time. Such an approach
can be considered conceptual and normative. In the incremental approach,
however, only parts of a territorial structure in a country are considered
for reform; the procedure may be stepwise (Kaiser 2015; see also the
Chap. 3 by Broekema et al., in this volume for a qualitative perspective on
comprehensive and incremental amalgamation strategies).

Patterns of Conflict and Implementation

The chosen strategy will likely cause different patterns of conflict dur-
ing the implementation process. A top-down-initiated reform is likely to
meet resistance at the local level (Brantgirde 1974) and to cause conflicts
between central and local government, large and small municipalities and
rich and poor municipalities. A top-down initiative by the government can
easily be considered power-gathering by the central government. Smaller
and poorer municipalities may indeed consider themselves victims of such
reforms.

The same may be true with comprehensive reforms. Such reforms will
likely cause a greater number of conflicts because they have an impact
on all the smaller and poorer municipalities. Thus, resistance to amalga-
mations may be reduced if the reforms are introduced bottom-up and
incrementally.

Not only the chosen strategy but also the objectives may influence
whether resistance will arise. Certain reform objectives, such as increasing
efficiency, may cause greater skepticism by the citizens. The impact can
take time to actualize, and the expected effects are sometimes difficult to
calculate ex ante. Additionally, such objectives may be questioned because
other aspects related to a municipality, such as responsiveness and local
democracy, are considered more important and endangered. However,
objectives such as resolving the financial problems of a municipality would
be easier to justify beforehand and therefore likely face less resistance.
Providing concrete knowledge of the tasks that are being transferred from
the superordinate tier to the local tier of government could also engender
a more positive attitude toward a reform.
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Reforms are usually associated with the initiative of political parties in
power. Hence, conflicts may be visible between left-wing and right-wing
parties.

During the implementation process, different problems can arise. There
may be opposition from not only politicians but also employees, and the
potentially different views and approaches of a rather technocratic admin-
istration or of a government and a parliament in a political argument could
cause resistance to change. Both groups could be winners or losers of the
reform, and the outcome may be affected.

Additionally, the reform process may lack thorough preparation, or
resources may be wanting for a timely proceeding. Should other reform
projects occur at the same time, these issues could create conflicts between
the different reforms.

Outcome

The outcome of an amalgamation reform is the consequence of the cho-
sen reform strategy, patterns of conflict, and the way conflicts are handled,
as well as factors that cannot be influenced by the involved actors, such
as a decrease in tax revenues in times of recession. From the viewpoint of
the promoters of the reform, the one-to-one achievement of all reform
objectives is the expected result. From a more objective, outsider’s view,
outcomes different from the expected ones may still lead to a municipality
with greater legitimacy regarding input and output. Without rating the
outcome, we want to examine the realized results of amalgamations.

DEVELOPMENT OF THE MUNICIPAL STRUCTURE
AND AMALGAMATION STRATEGIES

The majority of the 15 continental European countries observed have
reduced their number of municipalities during the past 40 years. The
most drastic upscaling between 1973 and 2013 occurred in Greece
and Belgium, at -94.6% and -75.0%, respectively. In addition, Iceland,
Denmark, and the Netherlands lost more than half their municipalities
during this period. By contrast, in Slovenia, the number of municipalities
increased between 1993 and 2013, from 147 to 212 units. Additionally,
Poland, Portugal, Spain, and Italy saw a slight increase in the number of
municipalities from the 1970s onwards.
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Table 2.1 presents the mean population size of the municipalities in
the 15 European countries observed. The largest municipalities can be
found in Northern Europe, where amalgamations took place in most

countries.

Denmark and the Netherlands have the largest municipalities, and
Portugal, Greece, and Sweden follow, with a mean population size of more
than 30,000 inhabitants each. Switzerland, Iceland, Spain, Germany, and
Italy have the smallest municipalities, where municipalities have less than
10,000 inhabitants on average.

Table 2.1 Development of the number of municipalities during the past 40

years?
Country 1973 1993 2013 Chanyge Mean
1973-2013 in%  population
Northern Europe
Norway 443 439 428 -34 11,802
Finland 483 455 320 -33.7 16,151
Sweden 464 286 290 -37.5 33,240
Denmark 275 275 98 -64.4 56,943
Iceland 224 196 74 -67.0 4,447
Western Europe
Switzerland® 3,095 3,015 2,396 -22.6 3,163
Germany 15,009 16,043 11,197 -254 6,742
The Netherlandsc 913 636 408 -55.3 41,000
Belgium 2,359 589 589 -75.0 18,593
Southern Europe
Sloveniad - 147 212 +44.2 10,000
Portugal 304 305 308 +1.3 34,293
Spain 8,088 8,117 +0.8 5,815
Ttalye 8,056 8,100 8,092 +0.4 7,550
Greece 6,061 5,921 325 -94.6 33,653
Eastern Europe
Poland 2,366 2,462 2,480 +4.8 15,600
Total (mean) 3,081 3,130 2,336 -29.3 19,933

*Composition of geographical regions according to the United Nations Statistics Division
*In 1960, 1980, 1993, 2003 and 2013
In 1970, 1980, 1995, 2003 and 2013
“In 1995, 2003 and 2013
‘In 1971, 1981, 1991, 2001 and 2011—that is, the years when the Central Statistics Office conduct a

census
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Iceland and Switzerland with their small municipalities demonstrate
that the historical context and the density of the population in the munici-
pality play a crucial role: although amalgamations took place, the munici-
palities have remained quite small. However, Portugal with its rather large
municipalities has not seen mergers thus far.

If we classify the amalgamation strategies of the countries, we can distin-
guish, as already discussed, between those countries that have conducted
amalgamations and those that have not thus far. The countries with an
amalgamation strategy can be subdivided into countries with top-down
and bottom-up approaches. A top-down approach can be comprehensive
or incremental. Furthermore, mixed strategies as they exist in federal coun-
tries have to be considered. Countries without amalgamations may be sub-
divided into those with no amalgamation strategy (favoring intermunicipal
cooperation), and those with a fragmentation strategy. Table 2.2 illustrates
how the countries can be grouped into these different categories.

Looking at the time period since the 1970s, countries with a comprehen-
sive top-down amalgamation strategy include Denmark, Finland, Greece,
Iceland, and the Netherlands, although the Danish reform had some vol-
untary aspects in the choice of partners and the reform in Iceland was vol-
untary in the sense that no amalgamation could be implemented without
the acceptance of the citizens in a referendum. Additional countries with
a top-down strategy, though incremental, are Norway and Spain. With
these top-down reforms, the number of municipalities was often reduced
drastically, such as the territorial consolidation in Greece (Hlepas 2010) or
the structural reforms in Denmark (Vrangboek 2010).

Table 2.2 Typology of amalgamation strategics

Amalgamation strategy Countries

Top-down strategy Denmark, Finland, Greece, Iceland, the Netherlands

(comprehensive)

Top-down strategy (incremental)  Spain, Norway

Mixed strategy Belgium, Germany (some Linder), Switzerland (some
cantons)

Bottom-up strategy Switzerland (some cantons)

No amalgamation strategy Germany (some Linder), Italy, Portugal, Sweden,

Switzerland (some cantons)
Fragmentation strategy Poland, Slovenia
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Mixed strategies are found, for example, in Belgium and some German
Linder, where this strategy has also been called the “carrot-and-stick”
strategy. In the first voluntary phase, municipalities could decide them-
selves how to implement the reform scheme. Amalgamation intentions
were also supported by financial incentives (the “carrots”). In the sec-
ond phase, however, for the local governments that failed to implement
the reform scheme before a date fixed by legislation, binding legislation
came into force (the “stick”). Very few Swiss cantons have chosen a similar
strategy (e.g., Thurgau). Additionally, the East German Linder, with the
exception of Sachsen, after 1990 (i.e., after German unification), followed
the same reform path (Wollmann 2010).

Some Swiss cantons apply an incremental bottom-up strategy for merg-
ers. The cantonal governments support mergers with certain incentives,
but they wait for the initiative of the local government.

No amalgamation strategies as such can be found in some German
Linder, Italy, Portugal, Sweden, and some Swiss cantons. Intermunicipal
cooperation is usually widely spread in these countries to overcome the
problem of minimum size. Sweden had two waves of enforced mergers
in the 1950s and between 1964 and 1974; since then, the number of
municipalities has remained constant. Therefore, stability may also be an
indication that amalgamation waves occurred during earlier times.

Territorial fragmentation has been a reform trend in several, mainly
Eastern European countries, such as Slovenia and Poland (Swianiewicz
2010). Fragmentation is often a reaction to earlier consolidation reforms
by communist regimes. The Czech Republic—although not part of the
country sample in this chapter—serves as a good example. After a territo-
rial consolidation of local government in the 1960s and 1970s decreed
by the central government, the country underwent a fragmentation of
municipalities after the fall of the communist regime in the 1990s (Illner
2010). The number of municipalities was reduced from more than
10,000 in 1950 to 4,120 in 1989. After the fragmentation process, the
Czech Republic had more than 6,200 local governments in 2007.

For the further analysis of amalgamations in European countries, we
include only the 10 countries with amalgamations during the last 40 years,
and Sweden, which had finished its amalgamations in 1974. Not all ques-
tions have been answered by all countries.
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OBJECTIVES

Increasing efficiency has been the most important objective of amalgama-
tion reforms in all the observed countries. The professionalization of staff
as another way to improve the efficiency of the use of a municipality’s
resources has been much less relevant (see Table 2.3). The hope of achiev-
ing efficiency gains is bundled in almost all countries with an expected

improvement in service quality.

Table 2.3 Objectives

Objectives Countries

No importance”

Medium importance

High importance

Improving input
Efficiency
(economies of scale,
economies of
scope)

More specialized
staff

Denmark, Italy

Improving output
Improving service
quality

Improving room for maneuvering
Evolution/ Denmark
Delegation of

powers
Democratization/ Denmark, Germany,
Participation/ Iceland, the
Accountability Netherlands,
Sweden,
Switzerland

Belgium, Finland,
Iceland, Greece,
Switzerland

Denmark

Iceland, Italy,
Switzerland

Belgium, Italy

Belgium, Denmark,
Finland, Germany,
Greece, Iceland, Italy,
the Netherlands,
Norway, Sweden,
Switzerland

Belgium, Finland,
Germany, Greece,
Iceland, Italy, the
Netherlands, Norway,
Sweden, Switzerland

Belgium, Finland,
Germany, Greece, the
Netherlands, Norway,
Sweden

Greece, Norway

“The experts assessed the various items on a scale from 1 (not important) to 5 (important). We have clus-
tered the answers 1 and 2 as “No Importance,” 3 as “Medium Importance,” and 4 and 5 as “High

Importance.”
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Interestingly, the objective of increasing a municipality’s room for maneu-
vering is important for most countries from the viewpoint that more tasks
would be delegated to the municipality. With regard to strengthening democ-
racy and increasing the room for maneuvering for citizens, only a few countries
consider this objective important. The reason might be that amalgamation
reforms are not considered to be the right strategy to achieve this objective.

PATTERNS OF CONFLICT AND IMPLEMENTATION

Territorial reforms are drastic changes for the concerned municipalities
because they touch jurisdictional boundaries that have often existed for
long periods of time. Amalgamation processes, therefore, often accom-
pany opposition and resistance. In different countries, different patterns of
conflict prevail, depending on the nature of the reform and the historical
traditions in the particular country (Baldersheim and Rose 2010, p. 14).
According to the expert survey (see Table 2.4), the main pattern of
conflict in territorial reforms occurs along the central-local division.
Municipalities often try to prevent such reforms and oppose the central
government’s projects. The rift between large and small municipalities,

Table 2.4 DPatterns of conflict
Conflicts

Countries

Medium
importance

No importance High importance

Central-Local Italy, Switzerland Belgium, Denmark,
Finland, Germany, Greece,
Iceland, the Netherlands,

Norway, Sweden

Rich-Poor

Large-Small

Belgium,
Denmark, Greece,
Iceland, Italy,
Norway, Sweden
Denmark, Italy,
Sweden

Finland, Germany

Finland

The Netherlands,
Switzerland

Belgium, Germany,
Greece, Iceland, the
Netherlands, Norway,
Switzerland

Left-Right Denmark, Finland,  Germany, Italy, Belgium, Greece, Sweden
Iceland, the Netherlands,
Switzerland Norway
Technocracy- Belgium, Germany, Finland, Greece, Iceland,
Politics Denmark, Sweden  Switzerland Italy, Norway




34 R STEINERET AL.

which likely results from the conflicting interests between large urban
municipalities and their agglomerations, on the one hand, and smaller
peripheral, rural municipalities, on the other hand, is also rather impor-
tant. The results from studies on both Swedish and Icelandic municipali-
ties demonstrate in both cases that the strongest explanatory variable for
resistance against amalgamation is each municipality’s expected status in
the new/potential municipality. The potential loss of status and power is
something that does not seem to be acceptable for either voters or local
leaders. Further, the lack of status could mean that the small municipali-
ties are overruled or swallowed by the larger municipalities. The risk of
not being the center for services and administration in the newly created
municipality is, not surprisingly, strongly connected with the popula-
tion size of the municipality. The largest municipality in each context is
of course most likely to take on that role. Therefore, the status dimen-
sion and the size dimension are interrelated (Eythoérsson 1998, 2009;
Brantgirde 1974).

Regarding the conflict between large and small municipalities, there is,
for example, great variation in Northern Europe, as Finland and Iceland
have much higher grades than Sweden and Denmark. The different coun-
tries” different variation in the size of municipalities might explain this
result, as it is much greater in Finland and Iceland than in Sweden and
Denmark, where the reforms have managed to reduce these differences
in size.

The different political viewpoints between left-wing and right-wing
parties appear to play a fairly important role in some countries. However,
there is no clear pattern according to country type. The same is true for
the technocracy—politics conflict that can be observed in half of the coun-
tries. Such a result is understandable for countries such as Greece, where
the reform has been requested by outside institutions owing to its financial
problems.

Table 2.5 shows the greatest problems encountered during the reform
process. The most important overall factor is strong opposition from poli-
ticians. Such strong opposition can be explained by public choice theory.
This theory assumes that individuals try to maximize their personal ego-
istic interests. Facing changes such as municipal amalgamations, elected
local politicians can clearly have a personal interest in keeping their jobs
and status—by being reelected (Mouritzen 2006). Amalgamations reduce
both the number of municipalities and, therefore, the number of elected
politicians. Another reason may be that politicians are usually elected in
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Implementation problems

Countries

No importance Medinm High importance
importance
Strong opposition of Sweden Italy, Belgium, Finland,
politicians Switzerland Germany, Greece,
Iceland, the
Netherlands,
Norway
Strong opposition of Belgium, Finland, Greece, Italy, the
employees Germany, Iceland, Netherlands,
Sweden Norway, Switzerland
Insufficient resources for ~ Belgium, Norway, Finland, Greece, Italy, the
reform implementation Sweden Germany, Netherlands
Iceland,
Switzerland
No time to prepare the Belgium, Italy, Finland, Iceland, the
implementation Sweden, Switzerland ~ Germany, Netherlands
Greece

Other reform projects at

Belgium, Greece,

Germany, Italy

Finland, the

the same time Iceland, Norway, Netherlands
Sweden, Switzerland
Unclear/Inconsistent Belgium, Greece, Germany, Italy  Finland

reform objectives

Iceland, the
Netherlands,
Norway, Sweden,
Switzerland

electoral districts. By opposing amalgamations, the politicians of rural and
poorer areas receive the support of their voters. Moderately important fac-
tors are the opposition of employees (who may fear the loss of their jobs),
insufficient resources for the implementation of the reform, and the lack
of time to prepare for the implementation well in advance.

OUTCOMES

The most important effect of amalgamations thus far has been improved
service quality, which has been reported by all countries. Cost savings have
been observed as well, but more countries report that cost savings have
occurred only to some extent. Interestingly, improved service quality does
not go together with improved citizen orientation. Indeed, increased pro-
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fessionalization may lead to more standardization, which may not neces-
sarily touch the heart of the citizens. Legal correctness is also not a major
outcome of amalgamation reform, which is understandable because the
rule of law and its application play a crucial role in continental Europe
even in small municipalities, and because it is superordinate tiers of gov-
ernment that oversee it.

The strengthening of local autonomy appears to be another outcome
that can be observed in most countries with amalgamations. At first sight,
this result may seem to reflect a contradiction; however, by losing auton-
omy (through amalgamation with a neighbor municipality), a municipality
gains autonomy in the long run because of the increase in financial power,
the transfer of additional tasks to the municipality, and the decrease in the
necessity for intermunicipal cooperation. Although autonomy increases,
some countries state that the influence of the superordinate tier of gov-
ernment has increased as well. With respect to the municipality itself, local
mayors and executives appear to profit more in their status after an amal-
gamation than the citizens themselves (Table 2.6).

CORRELATIONS BETWEEN DIFFERENT PHASES
OF THE REFORM PROCESS

As a next step, we want to examine more closely the correlations between
the different phases of the reform process. We assume that the set objec-
tives that actors want to achieve with amalgamation reforms lead to the
choice of a specific reform strategy. The chosen strategy will lead to typi-
cal patterns of conflict and shape the outcome of the reform, as we have
discussed in the conceptual paragraph of this chapter. These potential cor-
relations are tested with Spearman’s Rho as a measure of association. All
significant correlations are shown in Table 2.7.

Surprisingly, there are no significant correlations between the various
objectives of the reform and the chosen strategy. The countries appear to
select a strategy independently of the goals they want to achieve.

However, strong correlations can be observed between the chosen
strategies and the patterns of conflict, on the one hand, and the outcome
of the reform, on the other hand. Bottom-up reforms touch the heart of
the citizens, as they are far more acceptable to citizens and are associated
with higher citizen orientation. Moreover, mandatory reforms strengthen
mayors and executives.
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Table 2.6 Outcome of amalgamations

Outcome

Countries

No importance

Medinm
importance

High importance

Improving input
Cost savings

Improved output
Improved professional

quality

Improved legal
correctness
Improved citizen
orientation

More equal treatment
of citizens

Room for maneuwvering
Strengthened local
autonomy

Increased influence of
the superordinate tier
of government
Strengthened local
mayors/executives

Strengthened local
citizenship

Italy

Finland, Germany,
Italy, Switzerland
Finland, Germany,
Sweden

Sweden

Iceland, Italy,
Sweden, Switzerland

Finland, Germany,
Iceland, the
Netherlands,
Sweden

Finland, Italy,
Sweden,
Switzerland

Iceland, Sweden

Belgium, Greece,
Iceland, Italy,
Switzerland
Finland,
Germany, Greece,
Ttaly, Switzerland

Belgium, Finland,
Germany, Iceland

Belgium, Finland,
Germany, Greece,
the Netherlands
Finland, Iceland,
Ttaly, Switzerland

Greece, Italy,
Switzerland

Belgium, Germany,
Greece, Iceland

Belgium, Finland,
Germany, Greece,
Iceland, Sweden,
Switzerland
Belgium, Greece

Belgium, Iceland

Greece, Italy, the
Netherlands,
Sweden, Switzerland

Belgium, Germany,
Greece, the
Netherlands, Sweden
Belgium

In contrast, the scope of the reform does not influence patterns of con-
flicts. The only significant difference between incremental and compre-
hensive reforms with respect to the outcome lies in the improved legal
correctness of the municipality. Perhaps, comprehensive reforms better
focus on this aspect rather the technocratic aspect owing to the involve-
ment of national legal experts.
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Table 2.7 Significant correlations between different phases of the reform

process
Correlation Measure of
ASSOCiAtion
(Spearman’s Rho)

Objectives Strategies
No significant correlation
Strategies Patterns of conflict
Reform initiative (1 =bottom-up; ~ Reform accepted by the public -0.635*
5=top-down) (1=not at all; 5 =widely

accepted)
Scope of reforms (1 =incremental;  Rich-Poor (1 =not important -0.779**
5 =comprehensive) at all; 5=very important)
Convincing/Gaining support Left-Right (1 =not important 0.776**
(1 =incentives/inclusion; at all; 5=very important)
5 = threats/exclusion)
Strategies Outcome
Reform initiative (1 =bottom-up;  Improved citizen orientation -0.760*
5=top-down) (1=not at all; 5=very

important)
Scope of reforms (1 =incremental;  Improved legal correctness 0.883**
5=comprehensive) (1=not at all; 5=very

important)
Voluntariness of reform (1 =yes; Strengthened local mayors/ 0.778*
5=no) executives (1 =not at all;

5=very important)
Patterns of conflict Outcome
Technocracy-Politics (1 =not Explicit reform goals achieved -0.709*
important at all; 5 =very (1=not at all; 5=very
important) important)
Small-Large (1 =not importantat  Cost savings (1 =not at all; 0.808*
all; 5 =very important) 5=very important)
Central-Local (1 =not important Strengthened local mayors/ 0.742*

at all; 5=very important)

executives (1 =not at all;
5=very important)

Note: Spearman’s Rho; N=11; *p < 0.05. ** p < 0.01

If the promoters of a reform use threats instead of incentives, the con-
flict between left-wing and right-wing parties becomes more visible.

Conflicts between politicians and technocrats have a negative impact on
the achievement of reform goals. Collaboration between bureaucrats and
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politicians appears to be a necessity for successful reforms. Interestingly,
conflicts per se do not hinder goal achievement; some conflicts even have a
positive impact on the outcome. For instance, conflicts between small and
large municipalities lead to cost savings—Ilikely because smaller munici-
palities often produce more expensive public services and if their resistance
toward reforms is diminished, cost savings could be achieved. A similar
effect of conflicts between the central government and local governments
can be observed, where mayors and executives are the winners as they can
likely exchange the approval for amalgamation for more influence.

CONCLUSIONS

The choice of a territorial structure is a complex phenomenon. Often, “ter-
ritorial choices are fuzzy affairs with numerous battlefronts and bewilder-
ing claims of benefits and pitfalls...” (Baldersheim and Rose 2010, p. 234).
The present comparative chapter has aimed to provide an overview of the
municipal structures, reform objectives, strategies, and patterns of conflicts
and outcomes associated with amalgamation reforms in selected European
countries on the basis of the perception of country experts.

The results indicate that the objectives of amalgamation reforms primar-
ily concern efficiency and service delivery criteria. Differences in items such
as improving local democracy are substantial, suggesting that there is con-
siderable variation in the objectives of mergers. The amalgamation strate-
gies chosen by the countries are also very heterogeneous. Whereas some
countries chose top-down strategies with intervention from the central
government, others prefer bottom-up ones, where a decision to merge is
left to the municipalities. In some cases there is however a mix of the two.

Patterns of conflict during amalgamation processes are related primar-
ily to the divide between central and local government as well as between
small and large municipalities. This result is not surprising because
territorial reforms touch jurisdictional boundaries, which have often been
shaped through historical processes. Opposition occurs when the central
government attempts to intervene or when smaller municipalities fear
being “swallowed” and overruled by larger municipalities. The greatest
problems during the amalgamation processes appear to be connected with
the strong resistance of politicians. We argue that owing to the reduction
of municipalities through amalgamation, the number of local council seats
would also be reduced. Therefore, politicians tend to defend their own
situations, status, and jobs by trying to prevent these reforms.
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The analysis of the amalgamation reforms in the observed European
countries indicates that the most important outcomes are improved ser-
vice quality and, to some extent, cost savings. In addition, autonomy
appears to increase after mergers. However, it should be kept in mind that
often these effects do not occur “automatically”; rather, they result from
the decisions and actions of local authorities after the merger.

Policy makers should not only carefully plan and implement amalgama-
tion reforms but also devote attention to the stabilization process of the
newly created municipalities. Actions taken or not taken could influence
the course of the reform: to touch the hearts of citizens and include the
financial goals and the professionalization of the municipality in the politi-
cal agenda, it would be wise to select a reform strategy that involves the
municipalities and citizens affected by the planned reforms. In times of cri-
sis, such a goal may not be feasible. In such cases, it is at least beneficial to
know that service quality can usually be improved through amalgamation;
however, financial improvement may not necessarily be evident: amalga-
mations require a careful implementation process, and other reforms may
have similar effects as well.
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CHAPTER 3

Explaining Trajectories of Municipal

Amalgamations: A Case Comparison
of the Netherlands and Flanders

Wout Brockema, Trui Steen, and Ellen Wayenbery

INTRODUCTION

Based on the rationale of increasing administrative power and obtaining
efficiency through economies of scale, municipal upscaling in Western
European states has intensified in recent years. Despite this general ten-
dency, the specific trajectories of municipal amalgamations vary strongly
between countries. Sometimes local government re-scaling evolves incre-
mentally; sometimes it occurs in a more drastic way, or not at all. So far,
these differences in trajectories have not been satisfactorily explained.
There have been a number of studies describing the amalgamation pro-
cess or analyzing its effects (mostly financial) in specific countries (for
example, Dollery and Crase 2004; Kushner and Siegel 2005; Kjaer et al.
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2010; Reingewertz 2012). Comparative explanatory studies between
countries on the subject, however, remain scarce and fragmented (some
exceptions are Steiner 2003; Brundgaard and Vrangbak 2007). This is
remarkable in view of the important and growing role of local govern-
ments in delivering goods, services, and democratic values to citizens.
This chapter explores what factors help to explain the differences in
municipal amalgamation trajectories between Western European countries,
on the basis of a comparative case study of the Netherlands and Flanders.
The chapter fits in with the LocRef research, which aims at understanding
national trajectories of reform through international comparison. Despite
a number of policy evaluations, academic studies on municipal mergers in
the Low Countries have been scarce (exceptions are Toonen et al. 1998;
De Ceuninck et al. 2010; De Peuter et al. 2011; Smulders 2012; Abma
2013). After a discussion of the analytical framework and research design,
we provide a brief overview of municipal amalgamations in the two cases,
followed by an in-depth analysis of the factors explaining amalgamation
trajectories in the Netherlands and Flanders. We conclude by discussing
the factors we found to be crucial for explaining amalgamation trajectories.

ANALYTICAL FRAMEWORK AND RESEARCH DESIGN

We took a predominantly inductive approach, using a wide analytical frame-
work as the starting point. The model proposed by Pollitt and Bouckaert
(2004) provides a general insight into factors influencing public manage-
ment reform. It includes (1) socio-economic forces, such as economic
forces, socio-economic policies, and socio-demographic change; (2) the
political system, including deep-structural features of the system, as well as
dynamic elements such as new management ideas, pressures from citizens,
and party political ideas; (3) elite decision-making on what is desirable
and feasible; (4) change events, such as scandals or disasters; and (5) the
administrative system, covering content of reforms, implementation, and
results.

Municipal amalgamations are highly complex and case-embedded pro-
cesses in which multiple factors interact. We argue that to do justice to this
complexity, in-depth case analysis is required first, to function as a basis
for more (quantitative) research in the future. Therefore, we opted for a
comparative in-depth case study design, selecting the Dutch and Flemish
cases. In the Netherlands in the past decades, municipal amalgamations
have been occurring in an incremental way, while in Flanders in the same
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period no municipal amalgamations have occurred at all. Although we see
contrasting trajectories of municipal amalgamations (dependent variable),
both cases have relatively similar government systems and cultures due to
their shared history as one country (until 1830).

The analytic model provides wide categories that help to structure
our comparison. The two cases are systematically compared on the fac-
tors outlined above for trajectories in the period 1996-2015. We use this
time frame to limit the number of intervening variables that play a role,
especially because the government system in Belgium has changed sub-
stantially. We present the findings in the form of a thick description, which
does justice to the complex contextual situation: factors are complex; they
have divergent explanatory powers, abstraction levels, and levels of analy-
sis; and they are often deeply interwoven with each other. We integrate
data from secondary sources: academic articles, evaluation reports, policy
documents, statistical monitors, and newspaper articles.

DIVERGENT TRAJECTORIES OF MUNICIPAL AMALGAMATIONS

Incvemental Change vs. Lavge Waves

In the Netherlands, the number of municipalities has been gradually
decreasing for a long time, starting as early as the 19th century. The grad-
ualness of the amalgamation process in the Netherlands, a pattern that also
characterizes the past two decades as such (see Table 3.1), is noteworthy.
Although the outcome fits with the general trend of municipal mergers in
most of Western Europe, owing to the incrementality of the process for
a few decades until the beginning of the 1990s, the Netherlands lagged
behind many other countries as regards increasing the local government
scale (Toonen et al. 1998).

Table 3.1 Number of municipalities in the Netherlands over the period
1996-2005

Year 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Number of 625 572 548 538 537 504 496 489 483 467
municipalities
Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Number of 458 443 443 441 431 418 415 408 403 393
municipalities

Source: CBS (2015)
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Although in Flanders the number of municipalities also dropped drasti-
cally in the 20th century, the reform process unfolded along a completely
different path. The number of municipalities stayed relatively stable until
1961, after which re-scaling took place in large waves of reforms. In 1961,
the Unity Law gave the Executive the authority to abolish municipali-
ties. As a result, over the period 1961-71 the number of municipalities
in Belgium decreased from 2663 to 2359 (Wayenberg and De Rynck
2008). In 1976, through a large-scale reform of municipal amalgama-
tions, the number of municipalities in Belgium dropped from 2359 to 596
(De Ceuninck 2009). Since the 1976 reforms, no significant municipal
re-scaling has taken place. In 1983, the city of Antwerp merged with seven
surrounding municipalities. Since then the number of municipalities has
remained the same, with 308 of the 589 Belgian municipalities situated in
Flanders (De Ceuninck et al. 2010; De Peuter et al. 2011). Recently, the
Flemish government has attempted to initiate municipal amalgamations
(Coalition Agreement 2009; ABB 2014a). So far, however, its strong
efforts remained unsuccessful.

In sum, we see two very different reform paths resulting in municipali-
ties that count twice as many inhabitants in the Netherlands as in Flanders
(in 2014: on average, 41,760 in the Netherlands versus 20,720 in Flanders;
CBS 2015; ABB 2014b).

Socio-Economic FORCEs

Austerity Governments and Policy in Times of Crisis

When we consider socio-economic forces as a possible explanation for
municipal amalgamations in the Netherlands and Flanders, we find that
especially economic factors play a role. As in other European countries,
the recent economic recession puts financial pressure on the public sec-
tor as a whole. With the appointment of austerity governments, budget
cuts have been implemented and efficiency programs are run. The Dutch
national government aims at cutting 180 million euros from spending
on municipalities in 2017, along with the general austerities amount-
ing to an estimated 307 million euros a year (Boon 2013), creating an
estimated financial deficit for the local government of 6.1 billion euros in
2017 (Allers et al. 2013). To enhance efficiency, the national government
has decided to radically reform the local and regional government struc-
ture in the coming years. Similarly and simultaneously, budget cuts have
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been put through in Flanders. The Flemish government runs a policy of
local and regional scale reforms, including, for example, a radical cutback
of competencies at the provincial level, and a forced policy of merging
local administration and social policy administration (separate until now)
at the level of cities and municipalities. In both cases, municipalities need
to reduce their expenses drastically. One possible way to keep performing
their tasks is to make use of scale benefits by merging with neighboring
municipalities.

PoLITICAL SYSTEM

Deep-Structural Featuves of the Government System: Consensus vs.
Consensus in the Making

In the Netherlands, the relationship between national and local govern-
ment is based on a mix of autonomy, co-governance, and supervision.
Although in certain areas local governments can take their own initia-
tives (autonomy), and mostly carry out policies made at a higher level
(co-governance), national government has the power to overrule local
decisions (supervision) (Breeman et al. 2012). For the execution of its
policies, national government is highly dependent on the quality and
cooperation of local governments. As a result, the intergovernmental
relations in the Netherlands are not so much based on formal hierarchy
as on consensus (the so-called “polder model”). This typically leads to
incremental pragmatic changes, or, if there is no consensus, to things
remaining as they were (Steen and Toonen 2010a, b). When it comes
to municipal amalgamations, this works in two directions. On the one
hand, it seems to facilitate local government reform, because municipali-
ties cooperate with the national government in reaching goals, in this
case larger municipalities. On the other hand, the system makes it more
difficult to hierarchically impose reforms on municipalities. The culture of
intergovernmental bargaining requires the national government to follow
an intensive path of consultation and persuasion of the local level in order
to get reforms accepted. The consensus system results in an incremental
reform process of municipal re-scaling in which resistance is also spread
over the years.

Historically, Belgium is more centralized, with municipalities dispos-
ing over limited formal competences and autonomy (Wayenberg and De
Rynck 2008). However, over the past decades, the system has been subject
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to a process of federalization. As a result, regional government currently
plays a central role in supervising and regulating local governments within
its territory. In 2005, the Flemish region adopted a Municipal Decree that
created more autonomy for local governments in Flanders. The Flemish
government stresses the issue of local autonomy and has pledged to trans-
form the system of intergovernmental management, from “control” to
“support” and “partnership.” However, in reality the traditionally highly
centralized system and culture in which municipalities were told what to
do still has its impact. This helps to explain reform conservatism especially
amongst the small(er) municipalities as the primary target group of amal-
gamation reform, of which there are a relatively high number in Flanders:
in 2013 27% of the municipalities had less than 10,000 inhabitants (ABB
2014b).

Decentralization of Tasks

A closely related factor characterizing the intergovernmental system is the
division of competencies between levels of government. In the Netherlands,
owing to a series of decentralizations the number of municipal tasks has
steadily grown over the past decades. Current policy is directly related to
the economic context and the austerity policies described above. In 2014,
the national government decided to decentralize three major social wel-
fare tasks to the local level (CPB 2013). However, municipalities often do
not have sufficient scale and scope to carry out these tasks, nor do they
receive the corresponding share of financial resources to perform them. As
a result, decentralizations push municipalities to upscale and closely coop-
erate or merge with surrounding ones. In this way, the decentralization to
some degree again leads to centralization (Allers 2013), a process known
as the “decentralization paradox.”

In Flanders, the decentralization of tasks has been less pronounced.
Yet here, too, the trend is towards increasing numbers of tasks and com-
petencies at the local level. While the Flemish government promised that
every decentralization would take place in consultation with local govern-
ment and would be accompanied with the transfer of necessary means,
personnel, and financial resources (Coalition Agreement 2014, p. 33), the
question arises as to what extent this will put additional stress on munici-
palities to cooperate and/or merge in the (near) future.
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Local Politics and Identity

Additionally, characteristics of the local political system play a role.
Especially in Flanders, local government officials and citizens alike both
fear the loss of local identity and being swallowed up by larger neighbor-
ing municipalities, or simply fear reform. The imposed reforms of 1976
led to the disappearance of many municipalities, as these became part
of configurations mostly identified with the largest community. For the
new municipality, often the name of the largest municipality was taken.
According to Van Ostaaijen (2007), in Belgium citizens feel more con-
nected with their local identity, whereas in the Netherlands citizens expe-
rience a stronger connection to the state. The former creates a form
of conservatism. Although of less importance in the Netherlands, the
issue of local identity also plays a role. Every now and then, when plans
for specific municipal mergers are initiated, the issue of municipal re-
scaling becomes politicized and meets with resistance, especially when
small municipalities merge with an adjacent larger urban community
(Vriesema 2014).

A strong local leader with the political will to implement reform can
mitigate local resistance by means of communication and persuasion
(ABB 2014a, p. 10). Although in many respects the position of mayor
in the Netherlands resembles that of Flanders, there are some impor-
tant differences. Compared with the Netherlands, the Flemish mayor
has a more political function and is more connected with his or her
own municipal area and politics, representing the local identity. This is
reflected in the fact that mayors have a vote in the local council and are
appointed from the local council (Van Ostaaijen 2007). The appoint-
ment of a mayor is strongly based on the results of the local elec-
tions, whereas in the Netherlands a new mayor is often appointed from
outside the municipality. In the Netherlands, the office of mayor is
seen much more as a step towards other government positions. Owing
to these institutional differences, we expect Flemish local officials to
be more troubled than their Dutch counterparts by the possibility of
losing their position if a municipality is to merge with surrounding
municipalities, and therefore more likely to try to stall the process. As
an interesting fact of local politics, almost half of the mayors in the
Netherlands support the idea of larger municipalities (Logtenberg and
Vriesema 2014).
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ELITE DECISION MAKING

Why Ave Amalgamations Desivable?

In the Netherlands and Flanders, the main arguments used by central gov-
ernment in favor of municipal amalgamations are similar and clear-cut:
increased administrative power and economies of scale. Mergers enable
carrying out complex tasks in an efficient way. At the same time, it is
thought that municipal amalgamations bring the administration closer to
the citizen, because it makes it easier to provide services (for example,
online) (BZK 2013a; Flemish Government 2010). Especially given the
scope of current decentralizations in the Netherlands, mergers are viewed
as a solution (CPB 2013). Another argument used is preventing ‘admin-
istrative crowdedness’, especially current in Flanders, a subject the dis-
cussion of which accompanies the debate in both the Netherlands and
Flanders about a reform of the provincial level of government. In Flanders,
the current government drastically cut the competencies of the provinces,
whereas the Dutch government so far has not achieved sufficient support
for its plan to merge provinces into larger “country-regions.”

External Pressure by the Centval Government

As a result of the considerations outlined above, in both our cases, central
government! directly and indirectly pressures for municipal amalgamations.
In its 2012 coalition agreement, the Dutch government stated that it would
aim at creating larger municipalities. In 2009, and again in 2014, the coali-
tion agreements of the Flemish government strongly encouraged voluntary
municipal amalgamations. Both governments influence the process in a similar
way: by setting the outline for municipal reorganizations, by creating politi-
cal pressure, and by initiating a broad public debate. The Dutch Ministry of
the Interior created a formal policy framework (BZK 2013a), issued a hand-
book (BZK 2014), and assesses proposals for municipal amalgamations. In
its turn, the Flemish government drew up a framework to support voluntary
municipal amalgamations (Flemish government 2010), and a white book on
internal state reform (Flemish government 2011). A blueprint model was cre-
ated to guide municipalities through the amalgamation process (KPMG and
Eubelius 2011). The Flemish administration published a memorandum on
how to create a stronger local government in the near future (ABB 2014a).
Currently, the government is funding research aimed at providing a practical
handbook for local reform, including municipal amalgamations.
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In the Netherlands, political pressure from central government is
expressed by the strong words of Minister Plasterk in the mass media,
expressing clear goals concerning municipal amalgamations. The central
government announced that it aims to increase the number of municipal
amalgamations by doubling them from 10 to 20 per year (Boon 2013).
To a certain extent, municipalities are pressured into merging, as illus-
trated by the municipalities that merged with the municipality Alphen aan
den Rijn in 2014 despite strong resistance on their part (Vriesema 2014).
The Dutch central government has also created a financial incentive for
amalgamations, providing financial support in the amount of €400,000
per municipality. This sum, which can be up to 10% of what municipalities
receive from the Municipal Fund, can cover part of the friction costs of
mergers (BZK 2013b; Bekkers and Koster 2013).

Similarly, the Flemish government exercises political pressure, creates
incentives to encourage municipal amalgamations and fuels the public
debate on the topic. The former government promised both substantive
and financial assistance to municipalities if they would decide to merge on
1 January 2013. The 2014-2019 coalition agreement stated the plan to
provide a financial bonus to encourage voluntary mergers. Interestingly,
the current government formulated the intention to differentiate between
municipalities in terms of their population, and to increase autonomy and
grant additional tasks to medium-size and large cities and municipalities
(Coalition Agreement 2014, pp. 32-33). In contrast to the Netherlands,
however, the active role of the Flemish government in promoting munici-
pal amalgamations and initiating an intensive public debate on the topic
has not yet resulted in actual mergers. Smulders (2012, p. 73) suggests
that the higher degree of financial autonomy held by Flemish municipali-
ties diminishes the central government’s potential to direct the local level.
Nonetheless, the Flemish government is hoping the incentives will have a
catalyzing effect on municipal amalgamations in the near future.

CHANGE EVENTS

The municipal amalgamation wave of 1976 still helps to explain why there
have been no municipal amalgamations in Flanders in the past decades. The
mergers were imposed by the Belgian central government in a highly top-
down process, in which local preferences were taken into account only to
a limited extent. Strong political resistance from many municipalities could
not prevent the decisions from being implemented (De Ceuninck 2013).
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Although the reforms were implemented almost thirty years ago, they have
stuck in minds: government officials are still referring to the problems encoun-
tered then which continue to create resistance to change at this moment.

ADMINISTRATIVE SYSTEM

A Bottom-Up Process?

First, we discuss the extent to which decisions on and implementations of
amalgamations are embedded in a bottom-up process. In the Netherlands,
the local level of government is entitled to initiate and decide upon amal-
gamations according to the law general rules reorganization’ of 1984 and
the policy framework on municipal reorganization (BZK 2013a). In its
policy documents, the national government continuously stresses that
municipal re-scaling is a bottom-up process (BZK 2013b). The idea is
that municipal reforms can be successful only if initiated at the local level,
if consultations are done at the local level, and if the reform has the volun-
tary support of local authorities (BZK 2013a, 2014). In some cases, the
provincial level is involved in this process. In Flanders, likewise, municipal
amalgamations are formally a bottom-up process. The voluntary initiation
of amalgamations by municipalities is included in the Municipal Decree.
Formally, municipalities are free to initiate municipal amalgamations. The
Flemish government stresses that amalgamations should be initiated by
the local level as a bottom-up process, and as set out in a framework for
supporting voluntary municipal amalgamations (Flemish Government
2010; ABB 2014a).

Seen from a formal rules perspective, municipal amalgamations are pre-
dominantly a bottom-up process. The voluntary initiation of municipal
mergers may explain the incremental trajectory of municipal amalgama-
tions in the Netherlands. Although the formal rules in Flanders are rather
similar, efforts by the Flemish government to initiate municipal amalgama-
tions have not been successful. An explanation might be that in Flanders
current rules on municipal amalgamations have only been in place for a
few years. Municipalities need some time to get used to the new reform
ideas. Moreover, the wide experience with best practices of implementing
amalgamations that is available in the Netherlands provides support for
municipalities that start a reform process, something that cannot be said of
the situation in Flanders (Smulders 2012). This makes past reform experi-
ence a distinguishing factor.
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Intevmunicipal Coopevation: An Altevnative and/or a Fivst Step?

Second, we discuss the issue of intermunicipal cooperation (IMC) as an
alternative for or step towards amalgamations. IMC has taken place in the
Netherlands ever since municipalities were established. Recent decentraliza-
tions have drawn extra attention to IMC because municipalities are often
unable to perform new tasks on their own, and IMCs are viewed as an alter-
native to amalgamations when it comes to dealing with these new challenges
(Fraanje and Herweijer 2013). Motivations to initiate IMCs resemble the
motivations for amalgamations: to create efficiency profits through scale
benefits, and to gain the expertise necessary to handle new complex tasks.
Moreover, IMCs especially enable smaller municipalities to retain their local
identity. At the same time, in the Netherlands, IMCs are seen as a first step
towards amalgamations (e.g. Fraanje and Herweijer 2013), because intensi-
fied cooperation on multiple topics makes a subsequent merger less drastic.

Within the context of the debate on municipal amalgamations in
Flanders, the impact of structural reforms on democratic legitimization
is clearly an issue. This is discussed in the context of local government
being a democratically legitimized actor, unlike forms of IMC, which have
not been democratically legitimized through direct elections. The Flemish
government coalition agreement 2014-2019, for example, states that
“Flanders will install new forms of cooperation only if an extensive note of
motivation demonstrates that the policy aims intended cannot be realized
within an existing cooperation” (2014, p. 35). In Flanders, IMCs are seen
as inhibiting rather than facilitating amalgamations. The attention given
to IMC:s rather than to amalgamations during the period 1976-2009 has
resulted in a distinct path-dependence effect, making it difficult to re-
initiate municipal amalgamations (Smulders 2012).

CONCLUSION AND DISCUSSION

Although there has been a general trend towards local government merg-
ers in Western European countries, with an upsurge in recent years, the tra-
jectories of municipal amalgamations vary widely by country. Comparative
research has been limited and fragmented, despite the importance of local
government for providing goods, services, and legitimacy. Through a com-
parative in-depth analysis of the Netherlands and Flanders, we explored
what factors help to explain the differences between trajectories of munici-
pal amalgamations, as a starting point for understanding why municipal
amalgamations do or do not occur.
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We found a vast number of factors that were influential, and these were
often overlapping and interdependent. In both cases, the external eco-
nomic context can be viewed as an underlying driving force for municipal
amalgamations. Central governments are confronted with a global finan-
cial recession, making them implement budget cuts on the local level. This
creates an incentive for generating scale efficiency through larger munici-
palities. The rational arguments used in both cases are to a large extent
similar: increased administrative power and benefits from economies of
scale. Also, despite the fact that in both cases amalgamations are formally
bottom-up processes, central governments exert great external pressure
to adopt amalgamations by setting the outline for the process, providing
incentives, and initiating societal debate.

These factors seem influential, but they apply to both cases and so appar-
ently do not serve to explain the differences between the respective trajec-
tories of amalgamations in the Netherlands and Flanders. What then are the
main factors that explain these different trajectories? First, the incremental
trajectory of municipal amalgamations in the Netherlands can be explained
by the consensus system of intergovernmental bargaining. Municipalities
and national government cooperate when realizing goals, yet the system
also requires intensive consultation and persuasion. Second, whereas in
Flanders there have been some decentralizations, in the Netherlands much
more drastic decentralizations have been put through. Decentralization of
tasks puts immediate pressure on municipalities to increase scale in order
to be able to carry out the new tasks, which makes it a major explana-
tory factor for trajectories of municipal amalgamations. Third, the incre-
mental reform trajectory in the Netherlands can be explained by path
dependence. Wide experience with best practices, for example, supports
the initiation of new reform projects. The higher resistance to munici-
pal amalgamations in Flanders can also be explained historically, because
the large national top-down municipal amalgamations imposed in 1976
stopped as central government saw it for municipal amalgamations for a
while, and is still a cause of resistance. The traditionally strongly central-
ized system also helps to explain local reform conservatism. Additionally,
the fact that thus far Flemish government has not succeeded in initiating
municipal amalgamations seems partly explained by differences in the local
political system and identity between the Netherlands and Flanders. In
Flanders, local identity plays a more important role, among other reasons
because the role of the mayor is much more connected with his or her own
municipality, which creates a form of conservatism. Finally, IMCs provide
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no clear explanation for trajectories of municipal amalgamations, because
an IMC can be an alternative to or a first step towards municipal amalga-
mation, that is, a facilitator or an inhibitor.

Can our findings provide a first explanation for the trajectories of
municipal amalgamations even beyond our two cases? It is clear that amal-
gamation trajectories are highly complex and very much embedded in the
case-specific contexts. Our findings suggest that major factors influenc-
ing municipal amalgamations trajectories relate to an explanation of path
dependence (e.g., Baumgartner and Jones 1993). Path dependence pro-
vides an explanation for incremental reform, reform shocks, and deadlock.
It also explains differences in alternatives—for example, installing IMCs
rather than mergers. We saw that the financial crisis and economic situ-
ation functioned as a rationale for reform, which can also be seen as a
“change event.” The same goes for related large decentralizations in the
Netherlands that provided a “shock” for local government. In contrast,
in Flanders, the 1976 reform was a major change event, still explaining
the current deadlock. Similarly, there is an institutional path-dependent
explanation for the influence of the intergovernmental system and for local
government characteristics—for example, local identity and leadership.

Because our findings are based on an in-depth study of two cases, their
generalizability may be limited. We found that the factors affecting the
trajectories of municipal amalgamations are closely interwoven, and we
realize that categorizations can be made in many other ways. In addition,
we are aware that the effects of current dynamics in both cases are as yet
unknown. We propose further research on the topic, also including more
countries in the analysis, and looking into differences between municipali-
ties in one country. The overview of factors involved, and our conclusion
that path dependence is a highly relevant framework for studying trajecto-
ries of municipal amalgamations, may form a point of departure for future
research. However, the complexity of amalgamation processes carries the
threat of easy oversimplification. Our conclusion, therefore, is that the
deeper processes must be understood as a basis for studies that use more
simplified, quantified data.

NOTE

1. Because we are comparing the Netherlands (country) and Flanders (region),
we use the term “central government” here to denote the Dutch national
and Flemish regional governments, respectively.
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CHAPTER 4

What Causes Municipal Amalgamation
Reform? Rational Explanations Meet
Western European Experiences, 2004-13

Jostein Askim, Jan Erling Klausen, Signy Irene Vabo,
and Karl Bjurstrom

INTRODUCTION

Amalgamation has been on the political agenda in most European coun-
tries during the last few decades, in some places resulting in national
reform initiatives that substantially reduce the number of local gov-
ernments, in others not (Baldersheim and Rose 2010). The question
addressed in this chapter is why amalgamation reforms occur. Building
on existing research, we develop a theoretical model consisting of factors
that exert pressure to undertake amalgamation reforms (for example, fiscal
stress), and factors that mediate the causal relationship between pressure
to reform and decisions to implement amalgamation reform (for exam-
ple, political system characteristics). We then test the model’s viability by
exploring whether it can predict the amalgamation reforms undertaken by
17 Western European countries in the period 2004-13.
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WHEN TO EXPECT AMALGAMATION REFORM

The existing literature offers several analytical frameworks to explain the
occurrence of public administration reforms. Some frameworks have been
developed to explain a broad selection of reforms (see, for example, Pollitt
and Bouckaert 2011); others target particular types or clusters of reforms,
such as privatization and new public management (see, for example, Hood
1994). Our model, illustrated in Fig. 4.1, seeks to explain national amal-
gamation reforms as a distinct class of public administration reforms.

DrivING FACTORS

Our theoretical model has a two-step logic. In the first step (horizontal
arrow in Fig. 4.1), we consider amalgamation reform to be a functional
response to pressure. We expect to see amalgamation reform in coun-
tries that have experienced pressure from any three among the following
four factors: fiscal stress, urbanization, decentralization of policy functions
from national to local government level, and recent amalgamation reform.
In addition, we expect strong fiscal stress to be able to drive amalgamation
reform by itself.

Fiscal Stress Fiscal stress pressures governments to cut public spending
wherever possible. Lowering service standards angers citizens, however,
and so administrative reforms are often the preferred option. Fiscal stress

I —

Fiscal stress Amalgamation reform
Urbanization
Decentralization
Recent amalgamation reform

Political system
Local self-government
Municipal size
History of amalgamations

Fig. 4.1 Theoretical model



WHAT CAUSES MUNICIPAL AMALGAMATION REFORM: 61

has therefore frequently been seen as a driver for cost-cutting public
sector reforms. No theoretical or empirical agreement exists regard-
ing whether larger public entities are more cost effective than smaller
ones, to what extent municipal tasks yield significant economies of scale
(Dollery and Fleming 2006), and whether cost reductions outweigh
transaction costs incurred by amalgamation reforms (Blom-Hansen et al.
2014). Nevertheless, amalgamation of local governments has repeat-
edly emerged on national reform agendas in periods of recent, current
or anticipated fiscal stress at the national level (Hansen et al. 2014).
Amalgamation is often portrayed as a means to reduce administrative
costs and improve managerial and political capacities to prevent costs
from exceeding budgets.

We define fiscal stress as a situation where the country’s GDP, in
total or per inhabitant, increases less than the OECD average. We define
growth 20% or more below the average—in the decade prior to the period
studied—as strong fiscal stress and growth 10-19% below the average as
medium fiscal stress.

Urbanization Socio-demographic change (for example, immigration,
increased life expectancy, improved health status, and increased income
levels) is an important driver for public sector reform (Pollitt and
Bouckaert 2011). Most central to the question of amalgamation reform,
however, is the global movement of people to urban areas (urbanization),
due to broader changes in the economy (e.g., reduced employment in
traditional occupations like farming, mining and fishing). When residence
patterns change, what Hood (1994) calls the “habitat” of an existing
policy changes too, thereby introducing or increasing pressure to reform
the scale and structure of local governments. Centralization causes pop-
ulation decline in peripheral areas. A diminishing client base for public
services can in turn lead to efficiency losses due to reverse economies of
scale. Moreover, the corresponding population growth in urban areas
can exacerbate challenges commonly associated with metropolitan gov-
ernance, notably coordination of spatial planning, public transporta-
tion and infrastructural development across administrative boundaries
(Klausen and Swianiewicz 2007).

Urban habitation denotes the share of the population that resides in an
urban area at a given time, and the term “urbanization” denotes increase
in urban habitation over time. We consider growth in urbanization above
the OECD average—in the decade prior to the period studied—to exert
pressure for amalgamation reform.
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Decentralization The policy responsibilities of local governments vary
considerably between countries, as reflected in differences in, for exam-
ple, local government percentages of public sector employment, expen-
diture, and tax revenues (Loughlin et al. 2011). Decentralization can
result, for example, from national welfare policies expanding beyond what
central governments can deliver themselves (Kersting et al. 2009, p. 6).
Regarding production costs, optimal jurisdiction size varies between sec-
tors and services, so that at any given time considerations about a munici-
pality’s optimal size must balance the size imperatives of the various tasks
in its portfolio, each with its own u-shaped cost curve. Overall, however,
substantial decentralization of policy responsibilities can be expected to
strengthen arguments in favor of larger local entities (Christofilopoulou-
Kaler 1991).We assume that a growing local portfolio changes the existing
map’s habitat and exerts pressure for reform.

To measure change in local governments’ policy functions, we track
each country’s changes in local government expenditure as a percentage
of total public sector expenditure, and in local government employment
as a percentage of total public sector employment. An increase above the
OECD average in either—in the decade prior to our period of study—is
considered to exert pressure for amalgamation reform.

Recent Amalgamation Reform Reform histories vary across the coun-
tries. Among the 17 countries studied here five underwent amalgama-
tions during the ten years prior the period studied (Germany, Greece,
Iceland, the Netherlands, United Kingdom), some between 1945 and
1990, and some never in recent history (see appended Tables 4.A.1
and 4.A.2). We assume that reform is self-reinforcing in the short term.
In some countries amalgamation appears to be—as Weick and Quinn
(1999) describe it—a continuous rather than an episodic change phe-
nomenon. A preference for amalgamation is in a sense embedded into
such countries’ DNA. Also, students of episodic organizational change
argue that organizations need time to recover from radical change.
“Refreeze” does not follow immediately after “unfreeze” (Weick and
Quinn 1999). Often, new borders do not enclose a historically recog-
nized area. It may take decades before they become institutionalized
and therefore are defended against change. A “new” municipal structure
is therefore vulnerable to new reform. Based on these assumptions, we
expect to see reforms during 2004-13 in Germany, Greece, Iceland, the
Netherlands, and the United Kingdom.
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FILTERING FACTORS

Elite decision-makers at the center of public sector reforms face not only
internal and external forces that push reforms forward but also internal
and external obstacles that can make reforms undesirable and infeasible
(Christensen and Lagreid 2010, p. 410). In a second step, illustrated by
the vertical arrow in Fig. 4.1, we therefore introduce factors that mediate
the assumed causal relationship between pressure for reform and amal-
gamation reform. We expect that a combination of any three among the
following four factors filters away the chance that national political elites
will respond to pressure by implementing amalgamation reforms.

(1)

(2)

Consensual political systems: Comprehensive municipal amalgamation
is a radical public administration reform affecting many policy sectors
and stakeholders. National political elites in consensual democracies
are less able than those in majoritarian democracies to assemble the
political support necessary to implement such radical reforms (Pollitt
and Bouckaert 2011, pp. 37-8), and so amalgamation reforms are
least likely in these countries. In consensual democracies, political par-
ties with ties to opponents of any given radical public sector reform
will often be able to dilute or stop radical reform initiatives.

We base the distinction between majoritarian and consensual
democracies on Lijphart’s executive-parties index, where countries
are given index scores based on how they score on five variables: effec-
tive number of parliamentary parties, minimal winning one-party
cabinets, executive dominance, electoral disproportionality, and plu-
ralism of interest groups (Lijphart 2012, p. 241, pp. 305-6). We
define as most consensual those countries scoring above the mean
index value for the 17 countries analyzed.

Strong protection of local self-government. Most European countries
have ratified the European Charter of Local Self-Government, guar-
anteeing local governments some level of political, administrative and
financial independence. The emphasis on self-government varies,
however (Sellers and Lidstrém 2007). The level of protection of local
self-government, by constitution or by political tradition and custom,
is normally a deeply rooted aspect of a country’s political system, simi-
lar to the majoritarian—consensual distinction. Major restructuring of
subnational jurisdictions is difficult in countries with a high degree of
protection for local self-governance (John 2001; Sellers and Lidstrom
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(3)

(4)
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2007). We therefore expect that amalgamation reform is least likely in
these countries.

The degree of protection of local self-government is measured by the
use of Sellers and Lidstrom’s (2007) index on fiscal and politico-
administrative supervision (national supervision). A high value on the
index, which varies from zero to two, denotes strong supervision of
local government—effectively weak protection of local self-
government. We define countries as having relatively strong protection
of local self-government if they score below the 17-country mean.
Large local governments at starting point. The size of local govern-
ments (measured by population) is a key variable for theories of econ-
omies of scale. Size varies considerably among European countries.
Some countries have a tradition of relatively large local governments.
For countries with such “starting conditions,” we do not expect fur-
ther local government amalgamation to be seriously considered as a
reform strategy to meet challenges arising from fiscal stress, urbaniza-
tion, or functional decentralization. We expect such countries to view
the amalgamation option as exhausted, and to instead seek other
strategies.

We measure size as the average population size of a country’s
municipalities. We do not expect amalgamation in countries with
average municipality size above the 17-country median, and especially
not in countries with average municipality size more than 5,000 above
the median (that is, about half the magnitude of the median). We
define countries whose average municipality size is more than 5,000
below the 17-country median as having extraordinarily small
municipalities.

Historical absence of amalgamation reform: As mentioned, some
Western European countries have not undergone amalgamation
reforms for decades. We assumed that reform is self-reinforcing in the
short term and can work as a driver for new reforms. We also assume
that non-reform is self-reinforcing and can work as a filter against
reforms. In countries where local governments’ territorial structure
has remained virtually unchanged for many decades, municipal bor-
ders become infused with value among local political elites and among
local populations; municipalities become carriers of identity, not just
vehicles for service production and other tangible functions (Hesse
and Sharpe 1991; Brunazzo 2010). Such institutionalization increases
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resistance to amalgamation. Based on this assumption, and given
pressure to reform from factors mentioned above, we do not expect
France, Italy, Portugal, Spain, and Switzerland to undertake amalga-
mation reforms in 2004-13 (for details and references, see appended
Table 4.A.2).

FINDINGS

Amalgamation Reforms

Table 4.1 presents an overview of amalgamation reforms in 17 Western
European countries during 2004-13. We register a country as having
undergone an amalgamation reform if the number of municipalities is
reduced by 5% or more.

Table 4.1 Amalgamation reforms in Western European countries, 2004-13

Country Number of local Change in number Reform
governments 2004 2004-13 (%) initiated (year)

Austria® 2,359 -0.2

Belgium 589 0.0

Denmark 271 -64.0 2007
Finland 446 -28.0 2005
France? 36,565 0.3

Germany 12,260 -8.0 1990
Greece? 1,033 -69.0 2011
Iceland 105 -30.0 2004
Ireland 80 0.0

Ttaly® 8,101 -0.1

Netherlands 489 -17.0 2004
Norway 434 -1.4

Portugal 308 0.0

Spain 8,108 0.1

Sweden 290 0.0

Switzerland 2,842 -8.7 2004
United Kingdom® 467 0.2

Sources: See notes to Tables 4.A.1 and 4.A.2 and: For Denmark: Blom-Hansen and Heeager (2011,
p. 224); Finland: Sandberg (2010, p. 43); Italy: Istat (2015); Switzerland: Ladner (2011, p. 196): United
Kingdom: Wilson (2005, p. 161); The Council of European Municipalities and Regions (2015)

“Time of measurement (number of units) differs slightly from 1993 or 2004, due to availability of data
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In Denmark 238 municipalities were merged into 65 in 2007, while 33
remained unchanged. While the reform involved a certain element of local
discretion in that municipalities were allowed to propose amalgamations,
the reform was predominantly mandatory and comprehensive because
proposals had to satisfy size criteria set by central government (Blom-
Hansen and Heeager 2011). In Finland, the 2005 amalgamation reform
was implemented as a nationally initiated reform process based on volun-
tary local initiatives (Sandberg 2010, p. 42). In Germany, the substantial
number of amalgamations relates to the fundamental reform of the local
government system in the five Lander that constituted the DDR prior to
reunification (Walter-Rogg 2010, p. 153). This reform was implemented
by the Lander governments themselves, and the scope and pace of amal-
gamations varied (Kuhlmann and Wollmann 2014, pp. 163-7). Greece
underwent a territorial reform in 2011, reducing the number of munici-
palities from 1033 to 325 (Tavares and Feiock 2014, p. 31). In Iceland
(Eythérsson 2009) and the Netherlands (Boedeltje and Denters 2010,
pp- 120-1), amalgamation reform has been on national policy agendas
for decades. However, because amalgamations in both countries are initi-
ated primarily by regional or local governments, reforms have resulted in a
markedly incremental and uneven reduction of the number of municipali-
ties. In Switzeriand, all mergers result from local, bottom-up initiatives
(Ladner 2010, p. 212). Yet an increasing focus on the need for reform
in later years has resulted in a small surge of voluntary amalgamations in
2004-13.

Predictions Versus Findings

Figure 4.2 summarizes a comparison of actual amalgamation reforms and
predictions based on our theoretical model, with driving and filtering
factors. Country-wise and detailed information on each variable is docu-
mented in the appended Tables 4.A.1 and 4.A.2.

The partial model, based on driving factors alone, predicts amalgama-
tion reforms in 2004-13 in seven countries. Four predictions are correct
(Germany, Iceland, the Netherlands, and Switzerland) and three wrong
(Italy, Portugal, and United Kingdom). The full model, which includes
filtering factors, predicts amalgamation reforms in four countries. Three
predictions are correct (Germany, Iceland, and the Netherlands) and
one wrong (United Kingdom). Moreover, the full model fails to predict
four amalgamation reforms that did occur—those in Denmark, Finland,



WHAT CAUSES MUNICIPAL AMALGAMATION REFORM: 67

Austria, Belgium, Denmark, Finland, France,
Germany, Greece, Iceland, Ireland
Italy, The Netherlands (NL), Norway, Portugal,
Spain, Sweden, Switzerland, United Kingdom (UK)

No @ Yes ]

Austria Germany

Belgium Iceland
Denmark Italy

Finland NL

France Portugal

Greece Switzerland

Ireland UK

Norway

Spain

Sweden [ No \éF/ Ves |

Italy ACTUAL

Portugal REFORM
Switzerland (cf. Table 1)

Germany Denmark

Iceland Finland
NL Germany
UK Greece

Iceland
NL
Switzerland

Fig. 4.2 Predicted and actual amalgamation reforms 2004-13. AD partial-
model predictions—after driving factors, AF full-model predictions—after filtering
factors

Greece and Switzerland. Our inability to predict those reforms stems from
a fault in the driving factor stage of analysis, while our inability to predict
the reform in Switzerland stems from a fault in the filtering factor stage.
Overall, the filtering stage nonetheless improved the model’s fit with the
data.
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CONCLUDING Di1scUssION

Maintaining that amalgamation reforms are rational responses to driv-
ing factors, mediated by filtering factors, possible reasons for our mod-
el’s weaknesses should be discussed. Below we consider, first, potential
problems with the measurements, second, the model’s construction, and
whether relevant variables are included, and third, potential weaknesses
with our definition of the dependent variable. Finally, we offer suggestions
for future research into the causes of amalgamation reforms.

Correct Model, Wrong Measuvements?

Starting with the drivers, fiscal stress is the common denominator of
the four correct predictions, and the sole basis for predicting reform in
Switzerland. According to our definition however, only five of the 17
countries did zot experience fiscal stress in the reference period, among
which two (Finland and Greece) reformed anyway. The absence of amal-
gamation reform in most fiscally stressed countries suggests that no causal
relationship exists between austerity and this kind of reform. Alternatively,
measures other than GDP might be better, and the causal effect may be
further delayed, suggesting that a longer reference period is needed.
Moreover, economic outlook might better predict reform than economic
experience does.

Three of five rapidly urbanizing countries implemented a reform
(Finland, Netherlands, and Switzerland), indicating that wrbanization
could be a significant reform driver. The remaining four reforming coun-
tries did not experience urbanization in the reference period, but the low
number of rapidly urbanizing countries precludes definite conclusions.

We assumed that decentralization of policy functions would be a driver
for reform, but the predictive power of this variable was insignificant. Of
the six countries that underwent amalgamation reform, only Iceland and
to some extent the Netherlands had decentralized during the reference
period. Taken alone, the variable incorrectly predicted reform in six coun-
tries. While these findings weaken the assumption of a direct relationship
between functional and territorial reform, measurement problems could
exist. Perhaps a longer reference period is needed owing to time lag. Also,
the effect of decentralization on the likelihood of amalgamation reform
may depend on local governments’ initial level of functional responsibility,
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suggesting a non-linear relationship between the two variables, and that
an interplay variable should be used to measure decentralization.

Four out of seven countries that undertook amalgamation reform in
2004-13—Germany, Greece, Iceland, and the Netherlands—share a his-
tory of recent amalgamation rveform. This finding supports the theoretical
assumption that reform (“unfreeze”) carries with it a time lag before new
structures settle (“refreeze”) and therefore temporarily weakens institu-
tional insulation against new reforms (Weick and Quinn 1999).

The filtering variables overall served the model well. The correct pre-
dictions of reform in Germany, Iceland, and the Netherlands survived the
filtering process. Furthermore, the drivers incorrectly predicted reforms in
Italy and Portugal, but the filter removed these from the equation. The
weak protection of local self-government in these two countries, in combina-
tion with a prolonged absence of reform, seems to have negated the pres-
sure for amalgamations indicated by the drivers.

Overall, the assumption of a historical path dependency of reform
is strongly supported by the analysis. When all the temporal reform
variables included in the model—historical (filter), recent (driver) and
current (dependent)—are seen in conjunction, it is noteworthy that Italy,
Portugal, Germany and the Netherlands are all coded with the same
value (positive or negative) on all three variables. The United Kingdom
and Iceland score the same value on two out of three. Switzerland is the
only deviant case, as its current reform has neither recent nor histori-
cal precedent. It is however difficult to assess the relative effect of the
“historical” as compared with the “recent” variable, since the historical
absence of reform in Iceland and Switzerland did #ot preclude amalga-
mations in the period studied. Our inability to explain why the relative
strengths of the drivers and the filters were different in these countries as
compared with the others suggests that the model is incomplete, a mat-
ter discussed next.

The theoretical assumption concerning a filtering effect of consensual
political systems is not supported by the analysis. Including this variable
in the full model remedies the partial model’s false prediction of reform
in Italy, but it also indicates a reduced probability of reform in Germany,
Iceland, the Netherlands and Switzerland—the four countries correctly
predicted by the drivers. It also predicts wrongly the occurrence of
reform in the United Kingdom—Dby far the most majoritarian country
studied.
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Municipal size emerges as one of the most successful variables in the
model, regarding predictive power. It correctly negates the prediction of
amalgamations of the very large municipalities in Portugal and the United
Kingdom, and it supports the correct predictions of reforms of the very
small municipalities in Iceland and Switzerland.

Model Specification The limited overall predictive power of the model sug-
gests that the probability of amalgamations could be influenced by factors
not included in the model. Some suggestions for additional variables are
offered here.

Territory While municipalities that were already populous appeared less
prone to further amalgamations, size could alternatively be defined in
territorial terms. The literature notes several examples of reforms being
initiated because the small size of many municipalities precluded their ful-
fillment of planning and development functions. For instance, the quite
drastic amalgamation reform in Belgium in 1976 has been attributed
to the difficulty of planning industrial zones in narrowly circumscribed
municipal territories (Delmartino 1991, p. 340). Average size of munici-
palities in square kilometers could be included in the model as a driver for
reform, with the expectation of a negative correlation.

Intermunicipal Cooperation Arguments favoring amalgamations are
commonly related to the need for stronger and more competent local
administrations, for instance in Greece (Getimis and Hlepas 2010) and
Denmark (Mouritzen 2010). Intermunicipal cooperation has, however,
often been regarded as an optional strategy for achieving similar aims.
For instance, Goldsmith et al. (2010, p. 257) cite this as a “means of
overcoming some of the problems concerned with service delivery and
infrastructure provision posed by having large numbers of small munici-
palities.” Intermunicipal cooperation could be included as a filtering
variable, with a high frequency expected to decrease the likelihood of
amalgamation reform.

Functional Status As noted, variations in the functional status of local
governments in different countries are substantial (Loughlin et al. 2011).
Yet the model included only increasing decentralization as a driver for
change, regardless of inmitinl differences in functional status. Possibly,
the likelihood of reform is most affected by the general strength and
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importance of the local government system. A measure of functional sta-
tus could, given this, be included as a filtering variable rather than as a
driver. We would expect a positive correlation, based on the assumption
that the net benefits of a reform would outweigh the costs only if local
governments were to play an important role in service provision or exert-
ing authority.

The Dependent Varviable: Amalgamation Reforms

Scrutinizing results of the analysis reveals an interesting pattern. According
to previous studies, amalgamations in Germany, Iceland, the Netherlands,
and Switzerland—the four reforms correctly predicted by the driving fac-
tors in our model—are all based on local or regional initiatives. These
reforms are markedly incremental, to the extent that the appropriateness
of the label “reform” is debatable. The drivers failed however to predict
the reforms in Denmark, Greece, and Finland. Whereas amalgamations
in Finland were based on municipal initiatives and resulted in an incre-
mental reform pattern (Sandberg 2010), amalgamations in Denmark
and Greece were mandatory and comprehensive, redrawing much of the
municipal map within a very short time frame. Although the prediction
of Switzerland’s incremental reform was incorrectly negated by the filter-
ing variables, the model appears better at predicting incremental reforms
based on local or regional initiatives than it does mandatory, comprehen-
sive reforms.

An extended time frame for the analysis could provide better evidence
for testing this assumption. The post-war (“historical”) period includes
several reforms of a comprehensive and somewhat mandatory nature, for
instance, in Belgium, Denmark, Norway and Sweden.

A possible implication is that incremental reforms based on local or
regional initiatives belong to a different class of phenomena than do
mandatory, comprehensive reforms, and so follow a different logic of
causality. An interesting approach for further research would, in this
regard, be to compare diverging patterns of stability and change over
a prolonged period. Why have countries such as Denmark and Greece
experienced isolated instances of radical, comprehensive reform,
whereas others, such as the Netherlands and Iceland, have experienced
an incremental reform pattern over a long period? Why have coun-
tries such as Spain, Italy, or France managed to remain stable, avoiding
change altogether?
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APPENDIX

Table 4.A.1 DPredicted amalgamation reforms 2004-13, partial model with pres-
sure factors only. Reform predicted if pressure from any three of the four pressure
factors, or if strong fiscal stress

Country Fiscal Urbanization  Decentralization — Recent Predicted
stress A1990-2000°  in expenditure amalgamation  reform
A1993— (in employment) — reform after
2003! A1995-2003° (A1993— Adriving
2003)° factors?
Austria 51.9¢ 0.0 -3.0 (-0.3) No  (0%) No
Belgium 53.0° 0.8 1.2 (1. 4) No  (0%) No
Denmark 56.2° 0.3 6.1* (2.3) No  (-2%) No
Finland 72.0 2.8 7.2* (1.6) No (-2%) No
France 54.5° 1.8 1.3 (3. 0) No  (0%) No
Germany 39.3° -0.1 0.5 (-1.5) Yest (-23%) Yes
Greece 73.0 1.2 1.44 (NA) Yest  (-82%) No
Iceland 56.1* 1.7 6.6% (10)e Yest  (-46%) Yes
Ireland 160.1 2.20 10.0° (11 52 No (0%) No
Italy 43.1° 0.5 6.4 (-0.1) No  (0%) Yes
Netherlands  70.9¢ 8.1¢ -4.5 (2. 4) Yes®  (-24%) Yes
Norway 934 4.1° -457 (-13.7) No (-1%) No
Portugal 65.8¢ 6.5° 2.5° (0.9) No (-1%) Yes
Spain 81.1 0.9 19 (1. 3) No  (0%) No
Sweden 61.3* 0.9 6.3* (-0.7) No (1%) No
Switzerland ~ 38.9® 0.1 -2.1 (-0 9) No  (0%) Yes
United 65.2* 0.5 2.4 (1.8) Yes  (-13%) Yes
Kingdom
Mean 17 00.8 1.9 2.30 (0.60)
countries
Mean 71.5 1.8 227 (2.02)°
OECD

*Expected positive association with amalgamation reform

"Expected strong positive association

Notes:

'Percentage change in GDP (GDP per capita was also calculated, returning identical patterns). Source:
OECD (2015a)

2Change in percentage of people living in urban areas. Source: UNDP (2014). Percentage of Population
at Mid-Year Residing in Urban Areas by Major Area, Region and Country, 1950-2050. For methodologi-
cal details, see http://esa.un.org/unpd/wup,/Methodology/WUP2014-Methodology.pdf

3Expenditure: Change (in percentage points) in local government expenditure as percentage of total gov-
ernment expenditure. Source: OECD (2015b). Employment: Change (in percentage points) in employee
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compensation at local government level as percentage of total government employee compensation.
Source: OECD (2015¢). Note that local governments are defined by OECD as institutional units whose
fiscal, legislative and executive authority extends over the smallest geographical areas distinguished for
administrative and political purposes (OECD 2001)

“Data for Greece is from 2000-6 and collected from Leibfritz (2009)

"Data for Iceland covers the period 1995-2004 and is collected from Statistics Iceland (2010) and
Althingi (2015a)

“Data for Iceland covers the period 1995-2004 and is collected from Althingi (2015b) and Althingi
(2015c¢). This number refers to the change (in percentage points) of public employees at local levels as
percentage of total public employees. It is therefore not directly comparable with data for the other
countries

7Data refers to 1996-2003

8Because of several missing values, the OECD mean more or less equals the mean of included countries
(missing values for Australia, Chile, Estonia, Japan, Korea, Mexico, New Zealand, Poland, Turkey, and the
United States)

°Data for Estonia refers to 2000-3

1YAmalgamation reform is decided on the basis of changes in the number of municipalities (5 % reduction
or more is counted as reform). Data on the number of municipalities stem from the COST Survey (2014),
supplemented with the following sources: For Austria: Statistics Austria (2015). France: Borraz and Le
Galés (2005, p. 13), Pinson (2010, p. 70), Cole (2011, p. 307). Greece: Hlepas and Getimis (2011,
p. 426). Italy: Denters (1991, p. 525), Piattoni and Brunazzo (2011, p. 332). Netherlands: Centraal
Bureau voor de Statistick (2015). United Kingdom: Wilson (2005, p. 151, 161)
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CHAPTER 5

Does Inter-Municipal Cooperation Lead
to Territorial Consolidation? A Comparative
Analysis of Selected European Cases
in Times of Crisis

Jochen Franzke, Daniel Klimovsky, and Uros Pinteric

In recent times of financial crisis, the territorial municipal structures
and the distribution of responsibilities across various governmental lev-
els have come under pressure in many European countries (see Steiner
et al., Chap. 2 in this volume). Some central governments have used
this situation to increase the pressure to bring about more effective and
efficient administrative structures; local governments have faced a chal-
lenge of developing inter-municipal cooperation (IMC) more than at
any previous time.
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One central research issue of this chapter is to analyze IMC develop-
ment and its impact on territorial fragmentation, dealing in particular with
the challenges posed by the recent crisis. Three cases form the basis for
our international comparison, namely Brandenburg (as one of the German
federal states), Slovakia, and Slovenia. The difference in constitutional sta-
tus between the two independent countries, Slovakia and Slovenia, and
the East German federal state of Brandenburg is obvious. From the per-
spective of our research, however, it is of only minor relevance, as in all
three cases the legal competencies to (re)define municipal /local affairs
and territorial boundaries lies with the upper-level government, that is the
national government in Slovakia and Slovenia and the Land-government
in Brandenburg.

The rationale behind this selection is based on five arguments: All cases
have undergone similar transformations leading to the introduction of
democratic local government systems. In the 1990s in particular, post-
communist legacies influenced how local government systems developed.
External pressure has played a crucial role in their transformations. Each
has been confronted with a challenge of inappropriate territorial structure
at the beginning of the transformation. Each has implemented structural
reforms that have influenced the position of local governments within the
state structure.

Locar GOVERNMENTS, S1ZE, AND IMC

Recently, the “old” debate about the size and performance of local gov-
ernments (for example, Keating 1995) has heated up again (Baldersheim
and Rose 2010). Considering the relationship between population size,
politico-administrative structure and system capacity has led some schol-
ars to skeptical conclusions about the “beauty of bigness” (Denters et al.
2014, p. 333). However, IMC usually plays only a limited or secondary
role in this debate. In some countries, on the other hand, IMC may form a
possible alternative to mergers of municipalities (for example, Teles 2014 ).

There are still significant differences among European countries in
terms of the size of their local authorities (for example, Denters et al.
2014). Generally, a small average population size is linked to a frag-
mented structure of local governments (see Broekema et al., Chap. 3
in this volume). Obviously, other characteristics can also indicate a high
level of fragmentation-—for instance, area size, transport accessibility, or
tax capacity.
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Although public choice theory may favor a fragmented structure of
local governments in order to support the quality of local democracy by
way of inter-local competition, the practices in different countries lead us
to serious doubts. On this matter, Tiebout’s famous theory (1956) can
be used only in a limited way, since it avoids, inter alia, spatial obstacles of
mobility (Swianiewicz 2002), the existence of externalities, and shifts in
electoral preferences. A discussion of municipal fragmentation implies that
the size of local governments is not optimal from the perspectives of gov-
ernance, economy, service delivery, administrative ease, and the respon-
siveness of local governments to global changes (Skaburskis 2004, p. 41),
including reactions in times of crisis. As Skaburskis (2004 ) further points
out, while fragmented local governments may lose control over economic
entities, larger local governments may retain some control. On the other
hand, any amalgamation increases not only local administrative capacities
but potentially also the quality and outputs of public decision-making (for
example, Spicer 2012).

The issue of the “optimal size” of local governments based on their
ability to meet local public service requirements is circular when the selec-
tion of services is determined by their size (Skaburskis 2004, p. 45). This
is especially evident in countries with highly fragmented structures of
local governments, where an IMC on a voluntary basis is usually used and
compulsory mergers garner strong resistance from the local governments’
representatives.

Despite the widespread use of IMC, it has not yet been subjected to
systematic comparative research (Hulst and van Montfort 2012, p. 121).
However, a few studies of IMC as a public service delivery reform or an
alternative to territorial consolidation have been published (for example,
Carr and Feiock 2004; Hulst et al. 2009; Tavares and Camoes 2007).

Widening the scope of publicly provided services by IMC and increas-
ing democratic control lead to new institutional settings, finally to amal-
gamation (see Fig. 5.1). From this perspective, it may act as a driver for
reducing local fragmentation (for example, Soguel 2006). Experience
from other countries, however, shows that impacts of IMC may lead
to the conclusion that mergers are superfluous. Amalgamation reform
is only one of the alternatives in the context of widespread IMC (see
Askim et al. Chap. 4 in this volume). In some countries, this argument
is instead of an economic nature. Its supporters stress improving the
cost effectiveness as well as the administrative capacity for providing
local services (for example, Mieltsemees et al. 2013). In other countries,
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the arguments of local autonomy and the undemocratic nature of any
non-voluntary mergers prevail. Taking into account the facts mentioned
above, IMC might potentially be the first institutional step towards
amalgamation, though there is no automatic link. In addition, it remains
theoretically controversial whether to prefer a fragmented structure or a
consolidatedone.

Pros AND Cons OoF THE IMC AND I1s TyYPES

Incentives supporting IMC vary greatly. First, IMC arises from the desire
to provide local services more efficiently or more broadly (Sancton et al.
2000, p. 1). Another popular argument is to improve the quality and/or
availability of local public services (for example, Mieltsemees et al. 2013).
Generally, many authors consider IMC a suitable instrument to overcome
a fragmented structure of local governments (for example, Hertzog 2010)
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as well as to increase the planning and performance capacities of individual
local governments. However, it seems that IMC is not urgently needed in
territorially consolidated countries (for example, Kelly 2007; Klimovsky
et al. 2014). Another motivation is potentially a better allocation of addi-
tional (especially financial) resources. Last but not least, IMC may help
open a policy window to a broad amalgamation reform or at least to indi-
vidual mergers.

Regardless of IMC’s indisputable advantages and strengths, one
can also identify significant disadvantages and weaknesses. It may fail
because of negative side effects, unintended outcomes (especially in
terms of local democracy), and the like (for example, Swianiewicz 2010).
Improvements in the quality of local democracy and/or the availabil-
ity of local public services are not automatically achieved just because
of implementing IMC (for example, Dollery and Akimov 2008; Ermini
and Santolini 2010). To better understand why such failures may occur,
scholars tend to use either network or organization theories. In addi-
tion, despite the fact that some recent empirical works (for example, Bel
etal. 2014; Zafra-Gomez et al. 2013) have demonstrated that IMC saves
costs, others (for example, Sgrensen 2007) have concluded the opposite.
Within this context, it seems that small local governments may benefit
more than larger ones from cooperation, as the former are more likely to
achieve a reduction in the average cost of service delivery. Last but not
least, IMC can serve as a functional substitute for a territorial consolida-
tion (Kopri¢ 2012).

One can observe various types of IMC (for example, Wollmann
2010). While higher politico-administrative authorities often favor
compulsory IMC, local governments prefer voluntary ones. Savitch and
Vogel (2000) consider the latter a good pattern to overcome metropoli-
tan illnesses; however, they stress at the same time that it can be difficult
to sustain such cooperation. From this point of view, the voluntary IMC
is no panacea (Lackowska 2009), and may even lead to unsystematic or
chaotic “solutions” far from the expected or desired state (Klimovsky
2010).

Following Hulst and van Montfort (2012), we compare, in this study,
four different types of IMC: (1) quasi-regional governments, (2) planning
forums, (3) service delivery organizations, and (4) service delivery agree-
ments. We have based our research on this typology and have added one
more type, namely (5) ad hoc project cooperation.
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COMPARATIVE ANALYSIS OF THE IMC IN BRANDENBURG,
SLOVAKIA, AND SLOVENIA

Although relevant research literature targeting various local government
issues is available, studies focusing on the forms, trends, and impacts of
IMC are cither rare or quite unsystematic. On the other hand, because of
crises, the topic of IMC and efficiency in local public service delivery has
become interesting of late (for example, Kuhlmann and Wollmann 2014;
Bogumil and Kuhlmann 2010; Biichner and Franzke 2001 for Germany/
Brandenburg; Klimovsky 2010, 2014; Klimovsky et al. 2014; Tichy 2005
for Slovakia; Zohar 2014 for Slovenia).

Within this context, this chapter contributes to filling the research gap
mentioned. Our three cases will illustrate the variability associated with
IMC. Starting with the municipal territorial structures, legal provisions
and reasons behind IMC development, we examine the forms that IMC
may take and their related impacts in our three cases.

MUNICIPAL TERRITORIAL STRUCTURES

Slovenian municipal structure has faced systematic fragmentation since
the end of the 1980s. The number of municipalities has increased
threefold compared with 1989. Although Slovakia never experienced
such an intense fragmentation wave, its territory is highly fragmented.
The lowest number of municipalities was reached in 1989, but this
increased to 2,891 a few years later. Despite the fact that the total
number of municipalities has increased since 1989, it has not been a
straightforward and gradual increase. Brandenburg had a fragmented
municipal territorial structure in the late 1980s, consisting of almost
1,800 municipalities. Through a series of reform steps, including a
general territorial reform in 2003, it has dramatically reduced the num-
ber of its municipalities.

The aforementioned trends led to different municipal population sizes
in our three cases: while, on average, Slovak municipalities are among
the smallest in Europe (almost 1,900 inhabitants), the municipalities
in Brandenburg are larger (almost 5,900 inhabitants). Paradoxically,
despite real fragmentation, the average population size of Slovenian
municipalities (about 9,700 inhabitants) is the largest in our comparison
(Table 5.1).
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Table 5.1 Municipal territorial structures

Indicators Brandenbury  Slovakin Slovenin
Number of municipalities (1989) 1,793 2,669 63
Number of municipalities (2014) 418 2,890 212
Relative change (%) in number of -76.7 +8.3 +236.5
municipalities (1989-2014)

Average population size of municipality (2014) 5,900 1,900 9,700
Present share (%) of municipalities with fewer 5 41 1

than 500 inhabitants (2014)

Sources: Statistical Office of the Slovak Republic: Register of Spatial Units (REGPJ), Databasis STATdata,
Statistical office of the Republic of Slovenia: Regional overview, Statistisches Jahrbuch Brandenburg 2014

REASONS FOR DEVELOPMENT

The reasons for developing forms of IMC vary significantly in
Brandenburg, but economic reasons prevail. Two reasons in particular are
crucial—namely, help in solving problems that go beyond the limits of
a single municipality, and achieving higher efficiency by lowering costs.
Slovenian local governments have recognized, especially in the last decade,
the importance of IMC, not only because of increased opportunities for
allocating additional resources (for example, EU funds) but also owing to
the necessity of increasing their administrative efficiency.

In the 1990s, IMC was used to a limited extent in Slovakia. A significant
shift occurred after a huge devolution, but IMC development has been
rather non-strategic and unsystematic. The local governments’ represen-
tatives, especially local politicians who wanted to retain their offices, have
refused any mergers. The central government adopted this attitude after
2006, considering IMC an appropriate tool to overcome shortcomings
caused by existing fragmentation. A second important reason has been the
possibility of obtaining additional financial resources (especially from EU
funds), since most of the local governments individually have insufficient
capacity to apply for and manage projects of this type.

LEGAL FRAMEWORKS

In Brandenburg and Slovakia, the constitution guarantees the usage of
IMC by the local governments. In general, German local governments
can decide autonomously on cooperation with other local authorities and
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on the form in which they fulfill their public tasks (for example, the local
authority itself, municipal-owned enterprises, contracting out, or IMC).
In Slovakia, the constitution similarly contains explicit provisions regard-
ing IMC (Table 5.2).

In all three cases compared, general acts on local government con-
tain provisions focused on IMC. In Slovakia, each local government is
authorized to cooperate with other territorial or administrative units. Any
specific IMC entity must be of a private nature, and five forms of coopera-
tion (agreements) are possible: on performance of tasks; on establishment
of joint municipal offices; on establishment of municipal associations; on
establishment of legal entities; and on establishment of associations of
legal entities. Other laws (for example, the Act on Budgetary Rules of
Territorial Self-Government) amend these provisions. Finally, the Ministry
of Interior published the “Methodological Instruction on Establishing the
Joint Municipal Offices” in 2002.

The original version of the Slovenian Local Government Act defined
IMC as a joint municipal administration. The law has been changed sev-
eral times, and the 2005 amendment of the Act on Municipal Finances
significantly influenced the management of a joint municipal administra-
tion. The cooperating local governments receive an additional donation
from the national budget of up to 50%.

As for the case of Brandenburg, a special local government law (the
“Communal Constitution”) defines the associations of municipalities
and relevant regulation of their activities. The Brandenburg Act on
Activities of a Joint Local Authority regulates IMC, and specifies that the
local governments and their associations may together exercise all public
tasks to which they are entitled or obliged. The law enables public sector

Table 5.2 Legal frameworks

Indicators Brandenbury  Slovakia  Slovenia
Constitutional provisions Yes Yes No
General legal provisions Yes Yes Yes
Special law/act Yes No No
Specific legal provisions contained in other laws/  Yes Yes Yes

acts

Official governmental or ministerial Yes Yes No
recommendations

Source: Authors’ own compilation
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legal forms of IMC (for example, municipal working groups, public law
agreements, special-purpose associations) as well as private legal forms
of IMC (for example, limited-liability companies and joint-stock com-
panies). Any informal IMC is also possible in addition to these forms.

IMC Forwms

Compulsory forms of IMC cannot be found in Slovakia or Slovenia
(Table 5.3), but only in Brandenburg, which has three different ones. The
most important one of these is the association of municipalities (Amter).
Established by law in 1992, they form special legal entities each with
the nature of a public corporation. Almost 65% of all local governments
(270 of 418) are part of 52 municipal associations at this time. The asso-

Table 5.3 Forms of IMC

Indicators Brandenbury Slovakin Slovenin
Numbers of general 2 2 3

forms (associations

of municipalities)

Compulsory specific ~ Yes No No
forms

Voluntary specific Yes Yes Yes

forms
Dominant form
(number of units):

type

Main reasons for
development

Direct financial
support from the
state

Association of
municipalities /
Amt (52):
quasi-regional
government
Higher efficiency
in local public
service delivery
XXX

Increasing
capability to deliver
additional local
public services

Yes (compulsory
specific IMC forms)
No (other cases)

Joint municipal
office / spolony
obecny wrad (233):
quasi-regional
government
Ensuring minimal
capability to
perform one’s
own and delegated
competences

XXX

Possibility to
obtain additional
resources

Yes (joint
municipal offices)
No (other cases)

Joint municipal

administration / skupna

obinska uprava (48):
service delivery
organization

Higher efficiency

in local public service
delivery

XXX

Possibility to obtain
additional resources

Source: Authors’ own compilation
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ciations perform administration for member municipalities in order to
increase their efficiency; on the other hand, they maintain political self-
governmental rights. The associations have mandatory tasks assigned by
law or other legal regulations (for example, registry offices), and contrac-
tual tasks transferred from the member municipalities (for example, pri-
mary school administration). The local governments receive federal state
subsidies to fulfill the mandatory tasks. For the rest, the member local
governments pay for the management of these tasks.

Another compulsory form is the regional planning association
(Regional Planungsgemeinschaft), established in 2008. Nowadays, there
are five associations in Brandenburg with both counties and county-free
municipalities as members. As in the previous case, each is a separate legal
entity having the nature of a public corporation, supervised by the Federal
State Planning Authority. Regional planning associations are responsible
for carrying out the mandatory task of elaborating, updating, amending,
and supplementing regional plans. The Federal State Planning Authority
pays a basic fee, and the federal state and the associated members share the
costs for additional tasks.

Special-purpose associations (Zweckverbinde) traditionally comprise
one of the most important forms of IMC in Brandenburg. Approximately
80 of them are officially registered. They are separate legal entities, each
with the nature of a public corporation, and are mostly voluntary but in
some cases compulsory. These associations work especially in the sectors of
tourism, water management, culture, energy, transport, and so on. Various
fees plus sums allocated by their members constitute the financial basis for
their activities. Additionally, they may apply for financial support from the
federal state authority in case of emergency.

Voluntary IMC forms used in the countries compared are very diverse.
In the 1990s, contracts or agreements on IMC for particular tasks (zmluvy
o medziobecney spoluprici pri vykone konkrétnej slohy) were quite com-
mon in Slovakia. After a huge devolution (2002-04), voluntary single-
or multi-purpose joint municipal offices (spolocné obecné tirady) replaced
them. Nowadays, 233 offices perform exclusively delegated state admin-
istration. The state provides grants for them based on their population.
In many cases, these grants are sufficient, and the municipalities do not
need to contribute. Each municipality may belong to several different
offices. Voluntary institutionalized sub-regional associations called micro-
regions (mikrovegiony) have not yet been legally defined. Nevertheless,
they are usually territorially small units involving several municipalities
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with a common historical development, economic interconnection, and
so on. Although their borders often correspond to existing borders of
the joint municipal offices (Klimovsky 2010, pp. 248-9), some of them
do not respect official administrative borders. Hence, many municipalities
are involved in more than one micro-region. There are currently 220 offi-
cially registered micro-regions, but the number of active micro-regions is
unknown because a significant proportion of them exist only officially and
do not perform any activity at all (especially in the pre-accession period,
there was a kind of “fashionable trend” to be involved in a micro-region).
Similarly, joint municipal companies (spolocné obecné podniky) are quite
common, though their exact number is unclear. They perform tasks in
the fields of waste management, sewage disposal, and so on. Ad hoc proj-
ect IMC (projektova medziobecnd spoluprica) is very common at present.
Additionally, an implementation of the LEADER (Liaison entre actions
de développement de Péconomie rurale) initiative has significantly affected
development of IMC in Slovakia. As a result, 29 local action groups
(miestne akéné shupiny) have been established. Each of them consists of
both public and private entities, but the local governments and their rep-
resentatives play the leading role.

Concerning Slovenia, the main motivations for establishing joint munici-
pal administration (skupna obcinska uprava) are increasing professionalism
in task management, increasing productivity of public servants, additional
financial allocations, and /or reducing local administration costs. At pres-
ent, 48 such cooperation units involve 195 local governments. According
to Zohar (2015), they focus their activities on inspection, security service,
urban planning, and so on. In Slovenia, other voluntary specific IMC forms
are not so well developed. Regional development agencies and local action
groups are particularly worth mentioning. The agencies are not necessarily
public entities. Even if they play some role in local development promo-
tion, they are subject to private law and have no governing competences.
About 33 local action groups cover more than 90% of the Slovenian rural
population. They are popular in Slovenia, but more in facilitating support
for local NGOs and/or SMEs. Finally, there is an uncoordinated package
of various ad hoc contracts between local governments in fields such as
construction, provision of social services, and so on.

In Brandenburg, there are a large number of voluntary agreements
between local authorities. However, a conclusive overview of these agree-
ments is not possible owing to the lack of any central record of them.
The local governments and their associations may agree that any of them



92 J. FRANZKE ET AL.

will carry out selected tasks on behalf of the others, and the parties will
cover the costs. The most informal and soft form of IMC is that of volun-
tary joint municipal working groups ( Kommunale Arvbeitsgemeinschafien).
These are widespread in Brandenburg under different names (for example,
round tables or expert panels), and have no right to be involved in official
decision-making, usually providing “only“ some opinions or statements.

IMrACTS

Only in recent years has IMC become more effective in Slovenia. Currently,
almost all local governments use some form of it; however, the associa-
tions of municipalities /local governments play no significant role in public
policy-making. Much more important are joint municipal administrations,
which have been widely used recently, replacing the need for any system-
atic change in territorial structure. One can even argue that in Slovenia
these administrations have played a part linked to territorial stability by
establishing some functionally limited regionalization, their network hav-
ing in this regard taken over the role of the regions themselves.

Slovakia is among the countries (including for example, France and
Spain) where IMC is substituted for any consolidation reform. The local
governments are strong in terms of their competences and have proper
fiscal tools at their disposal, but most of them have insufficient capacity
and remain dependent on state transfers. IMC is understood not only
as a crucial element for the local governments’ survival (that is, a tool
to save their independence), but also as a project management tool for
those who apply for various external funds. At the same time, it is a main
argument used by those who deny the necessity of amalgamation. Thus,
IMC contributes to maintaining the status quo of territorial fragmenta-
tion in Slovakia.

The Ministry of the Interior evaluated the impact of IMC in the plan-
ning process of municipal territorial reform in Brandenburg in 2003.
Afterwards, more than 65% of municipal territories voluntarily decided
to change their status, based largely on many years of positive experience
with IMC. Despite this fact, the federal state government, which took
office in 2014, plans some additional reforms. According to the first plan,
municipal mergers of a voluntary nature should be encouraged, and an
average population of more than 10,000 inhabitants is desirable. Although
the IMC is considered a positive measure in general and all major politi-
cal actors in Brandenburg support further development of IMC, in some
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official strategic documents there are clear statements that IMC does not
necessarily lead to stable and sustainable structures. In addition, opinion-
building in the decision-making bodies is associated with problems linked,
inter alia, to democratic legitimacy (Landtag Brandenburg 2014).

Concerning the crisis, in none of the cases we have analyzed has it
had a direct impact on the development of IMC. The absence of such an
impact in Slovakia is apparent through the lack of any significant changes
in IMC forms and the intensity of their use. This confirms the claim that
the main drivers of IMC development in Slovakia were devolution in the
early 2000s and the local governments’ intentions to avoid any merger
and “survive.” The Slovenian case is slightly different, because there has
recently been a gradual increase in IMC units. This increase had already
started before the beginning of the crisis, however, and IMC was intensi-
fied more for reasons related to legal amendments connected with local
finances. From this point of view, if there is any impact of the crisis on IMC
and its development, then it has either a secondary or an indirect nature.
The same applies to Brandenburg. However, the crisis has indirectly deep-
ened the rift between well-financed and ill-equipped local governments.
Thus, obstacles to further IMC development between local governments
belonging to these two groups have increased.

CONCLUSIONS

Various IMC forms are used in different ways in the countries compared.
In Brandenburg, all IMC types (based on Hulst and van Montfort 2012)
are utilized intensively. Different types of IMC exist in Slovakia as well,
but quasi-regional governments and service delivery organizations are the
most dominant. In Slovenia, one dominant IMC form is a service delivery
organization, though ad hoc project cooperation is also widespread.

In general, IMC is an important measure to address challenges of a
sub-optimal municipal size and to overcome related shortcomings associ-
ated with a high level of territorial fragmentation. The analysis presented
shows significant diversity in terms of outcomes and impacts (Table 5.4,
Fig. 5.2). Under favorable conditions (for example, an active reform pol-
icy of the central government), as in Brandenburg, IMC has led to ter-
ritorial consolidation. Under unfavorable conditions, as in Slovakia and
Slovenia, it may even be inefficient, opportunistic and sustain territorial
fragmentation as well as preventing any amalgamation reform. However,
the two cases clearly differ. On one hand, the arguments based on the cost
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Table 5.4 IMC and impacts

Impact Brandenbury

Slovakin

Slovenin

Sustaining the status quo in  No
regard to territorial
fragmentation

Direct impact on reducing ~ No
territorial fragmentation

Indirect impact on Yes
reducing territorial

fragmentation

Creation of mezzo-/quasi ~ No
regional governmental
level—institutional

perspective

Creation of mezzo-/quasi ~ To some extent yes
regional governmental (in the field of
level—functional regional planning)
perspective

Ensuring capacity of the Yes
local governments to

deliver minimal number of

local public services

Increasing capacity of the Yes
municipalities to deliver
additional local public

services

Increasing efficiency of Yes
delivery of local public

services

Increasing allocation of No
additional (especially

financial ) resources

Direct significant No
quantitative impact of the

crisis on IMC development

and intensity of its use

Direct significant No
qualitative impact of the

crisis on IMC development

Yes

No

No

Very limited (in the
field of delegated state
administration)

Yes

To some extent yes

To some extent yes

Yes

No

Yes

No

No

To some
extent yes

Yes

No

Yes

Yes

No

Source: Authors’ own compilation
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Fig. 5.2 The most significant shifts in institutional settings in terms of reducing
local fragmentation in the selected countries (Source: Soguel (2006, p. 175) [mod-
ified by the authors])

effectiveness, higher efficiency, and improvements in the local administra-
tive capacity have dominated in Slovenia. On the other, in Slovakia, the
need for local autonomy maintenance has been stressed. Any attempt at
non-voluntary mergers is regarded there as an undemocratic tool. Relevant
stakeholders in both countries appreciate an allocation of additional finan-
cial resources, but the crisis has no direct impact on IMC and its develop-
ment. Concerning the quality of local democracy, the form IMC takes
does not contribute directly to its improvement in any of the countries
compared. One main argument is that there is no directly elected body of
any IMC form, and therefore, the decisions taken by the main bodies of
IMC forms tend to be of a more technocratic, “top-down” nature than a
democratic “bottom-up” one.
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Whether IMC may help overcome territorial fragmentation and lead
to territorial consolidation apparently depends less on the tool itself, but
rather on the ability of the central government to provide and promote
effective local administrative structures.
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INTRODUCTION

Since the 1980s, many European countries have approved reforms inspired
by so-called “new public management” (NPM) (Hood 1991, 1995). The
rhetoric of reform has been supported largely by principles imported from
business practices that, by privileging the quantification and measurement
of economic performance (economy, efficiency, and effectiveness), and
shifting the focus of public administration from procedures to results, have
given budgeting and accounting a central role to play, promoting what
Hood defined as “a different style of accountingization” (Hood 1995,
p. 94).

Although known and practiced previously, performance management
and measurement has become more relevant for public sector organiza-
tions with the NPM movement. Consequently, the use of financial and
non-financial performance information has also become a key element of
budget reforms, and several countries have substituted traditional “line-
item” budgets with forms of budget aimed at establishing a link between
forecast expenses/expenditures and results to be achieved, in terms of
outputs and/or outcomes, in order to provide public officials “not only
with more spending discretion but also, and simultaneously, with more
responsibility for reaching agreed performance targets” (Zapico-Goini
1996, p. 71).

This chapter deals with the design and implementation of performance
budgeting (PB) at the local level of government. The analysis focuses
on municipal budgeting systems in four European countries in order to
appraise whether, to what extent and why they have moved (or are mov-
ing) towards PB. The selected countries represent four sets of geographi-
cal regions in Europe: (1) Nordic countries (Norway); (2) countries of
Continental Europe (Germany); (3) countries of Southern Europe (Italy);
and (4) countries of Eastern Europe (Lithuania). The objectives of this
chapter are: (i) to provide a description of the evolution of budgeting
systems towards PB models at the local level of government by highlight-
ing different concepts and trajectories of reform in the countries inves-
tigated; (ii) to identify the main causes influencing processes of reform
in the different countries, focusing specifically on whether and to what
extent NPM-based principles, external pressures, or the 2007 financial cri-
sis impacted the pace and contents of budgeting reforms.

The chapter proceeds as follows: the section “Theoretical Approaches
and Research Design” presents and discusses the theoretical framework
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and briefly explains the research design; the section “Comparison Among
PB Systems” presents a comparative view of the different PB systems; the
section “Comparative Analysis and Discussion” discusses the design of the
PB systems and the status quo of their implementation from a comparative
viewpoint. The “Conclusion” presents some final considerations.

THEORETICAL APPROACHES AND RESEARCH DESIGN

Performance budgeting emerged as a concept in the second half of the
twentieth century. Starting from the first Hoover Commission Report in
1949, via the Planning Programming Budgeting System (PPBS) in the
1960s, Management by Objectives (MBO) in the early 1970s, and Zero-
Based Budgeting (ZBB) in the late 1970s, interest in the concept of PB
progressively increased among various governments around the world
(Schick 2014). After an initial boom phase in the 1970s and its subsequent
decline, PB became relevant and fashionable again with the advent of the
NPM doctrine.

Generally, a performance budget is a form of budgeting that relates
funds allocated to measurable results (Van Dooren et al. 2010). Depending
on the degree of linkage between appropriations and performance infor-
mation, three variants of PB can be distinguished (OECD 2007): presen-
tational, performance-informed, and formula-based. In practice, however,
over the last few decades the general idea of PB has been implemented in
very different ways, depending on the type and level of detail of the data,
its role in different stages of the budget cycle, and its integration into gen-
eral performance management (for more details and a critical assessment
of the PB concept, see Schick (2014)). Here, we consider PB as the whole
process aimed at linking resources employed (inputs) to measurable results
(outputs/outcomes) in order to improve the efficiency, effectiveness, and
transparency of goals and results. Thus, the purpose of PB is to satisfy both
managerial and political needs. The former should be met by increasing
internal accountability (making each organizational unit responsible for
the resources allocated, activities defined, and results planned), while the
latter focus more on external accountability (providing information to the
public regarding performance objectives and results).

To achieve our research objectives we use the transformative approach
as the overarching theoretical framework (Christensen and Lagreid
2001). It argues that external pressures (Olsen 1992) and interna-
tional trends/fashions are transformed into country-specific factors that
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influence the design and implementation of reforms via the filtering of
various contextual features of the respective country (Verhoest et al.
2010, pp. 41-2). Furthermore, we refer to institutional isomorphism
(DiMaggio and Powell 1991) to understand how NPM can shape the
spread of PB. If mimetic adaptation to “international fashion” is charac-
terized as the voluntary adoption of “best practices,” coercive adaptation
occurs when an external authority imposes certain concepts/practices on
particular countries. While EU institutions have applied hard governance
instruments (like the conditionality of EU membership) prior to acces-
sion, softer mechanisms, such as “naming and shaming” or the “sharing
of good practices”, have prevailed after enlargement (Schimmelfennig
and Sedelmeier 2005). The former instruments correspond to the logic
of coercive adaptation, whereas the latter are based on the logic of
mimetic adaptation.

Domestic responses to external pressures or international trends
depend on various political and administrative factors (for example, legal
systems or types of government) at both central and local levels of govern-
ment. First, public management reforms can take a more legalistic and
“top-down” course in “Rule of Law” systems (Reichard 2003), compared
with the more managerial and “bottom-up” nature of reform initiatives
in legal systems where the principles of common law prevail (Verhoest
etal. 2010). Second, institutional arrangements and central-local govern-
ment relations impact the design and implementation of PB reforms. For
instance, higher autonomy and flexibility of local governments in budget-
ing can be associated with stronger incentives to engage in PB reforms.
Furthermore, processes of reform implementation also depend on the
capacity (knowledge and expertise) of local governments to manage bud-
geting processes and tools effectively.

In order to support the interpretation of the research results, the follow-
ing analytical framework has been adopted (see Fig. 6.1). In line with the
life-cycle approach to performance management (Bouckaert and Halligan
2008), the process of budget reform is considered as a three-stage path,
spanning from the design of a new PB system to its implementation and
finally to its operation and use by decision-makers and top managers.
From a broader analytical viewpoint, the intended and unintended effects
of' a PB system (for example, on efficiency or accountability) are also rel-
evant. However, since Italy is only starting its PB implementation from
2015 onwards and Lithuania is in the process of revising its PB system
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Fig. 6.1 Framework of analysis

at the local level, we will focus on the first two stages alone (design and
implementation).

Figure 6.1 presents a picture of several factors external and internal to
local government (LG) that influence the design, and also the implemen-
tation, of a PB system. Furthermore, the design of a PB is characterized
by different features, such as the general structure of the PB, the charac-
teristics of the underlying PB concept, the connection of PB with other
parts of the financial management system, and the degree of integration
of the PB into the LG’s general performance management system. The
implementation of a PB by a LG can be characterized by aspects such as
certain reform “waves” (namely NPM), by reform steps, the style of PB
implementation, and the degree of PB incorporation into LG.

COMPARISON AMONG PB SYSTEMS

Table 6.1 below shows a comparative picture of the PB systems designed
and implemented in the four countries under review. The table highlights
patterns of convergence, divergence, or persistence (Kuhlmann 2010;
Kuhlmann and Wollmann 2014) among the different PB systems. The
information it contains is based on country reports and summarizes the
“starting conditions” of LG in the four countries, the essence of reforms,
the reform trajectories, and the antecedents and drivers of reforms.
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COMPARATIVE ANALYSIS AND DISCUSSION

Design of the Various PB Systems

In general, many features of the “pre-reform” local budgeting systems
were quite similar across the four countries: budgets were highly item-
ized, did not provide information about results (input-oriented), and were
inflexible (no shifting, no carrying over). With regard to the account-
ing basis, however, the countries show some divergence: in Germany and
Lithuania local budgets prior to the recent reforms relied on pure cash
accounting and applied cameralist (single-entry) bookkeeping; in Norway
the annual budget followed a modified accrual approach for a long time;
while Italian municipal budgets relied on cash and commitment account-
ing. Nowadays, all the countries analyzed have some kind of PB at LG
level (or are just starting with its introduction, as in the case of Italy). The
introduction of PB is always part of a larger financial management reform,
usually in line with a change of the LG accounting system from cash to
accrual. Only the Italian budget system remains cash- and commitment-
based. The level of aggregation of performance information (PI) in the
budget differs between the various countries: while German budgets are
quite detailed (focusing on single products or services), the budgets in the
other countries are relatively aggregated (concentrating on missions and
programs).

In the four countries PB usually provides data and facts regarding dif-
ferent kinds of PI (inputs, processes, outputs, efficiency, effectiveness,
quality, impacts, and outcomes). In Germany, input figures (for example,
data on existing capacities) and physical output figures (for example, num-
ber of trained students) are most popular. Quality information is less fre-
quently displayed, while information about impacts and outcomes, which
usually comes from policy evaluations, can be found only very rarely.
Norwegian municipalities have an interesting extra source of PI in their
budgets: they can refer to performance measurements that are required by
the government in annual reports, based on a common software system
(KOSTRA) (Statskonsult 2001). This system aggregates more than 1,000
specific performance indicators from each municipality and is publicly
available. In Italy, the performance budget is a program budget (Robinson
2013). Expenditures are aggregated in missions and programs, both asso-
ciated with performance information (outcome, effectiveness, or output).
In Lithuania, municipal budgets are organized according to budgetary
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institutions and programs that contain performance aims, objectives, and
measures at the level of products and outcomes.

The style of budget formulation is similar in the four countries: it
always starts top-down with indications of the revenues available and the
distribution of expenditures/expenses to policy sectors by the LG’s top
management. On that basis the departments/responsibility centers start
estimating appropriations for the coming year with regard to the various
programs or services. This procedure helps to prevent unrealistic appropri-
ations being made by line departments and reduces the length and inten-
sity of budget negotiations between line departments and the treasurer.
Interestingly, LGs in all four countries enjoy considerable flexibility dur-
ing the budget execution stage. The shifting of appropriations between
budget items is possible everywhere, within certain limits. Furthermore,
non-spent funds can be carried over to the next budget year to increase
spending efficiency. However, in Lithuania carrying-over is limited to
appropriations for special programs and projects, as well as to unused
EU financial support and cofunding. Thus, LGs in all four countries have
departed from some of the traditional budget standards such as the prin-
ciples of annuality or item-specificity.

The PB concepts in the four countries differ with regard to the kind
of financial data used for budgeting. In Germany and Norway the LG
budgets consist primarily of accrual data: they display the revenues and
expenses expected to occur in the respective budget year (also covering, for
example, depreciation and provisions). More specifically, in Germany the
budget provides information about accrual data and about expected cash
flows in the budget year. In contrast, the Lithuanian LG budget displays
financial data on a modified cash basis. Similarly, the new Italian LG bud-
get will provide information about expected cash flows and commitments.

In essence, the performance budgets of all the countries reviewed can
be characterized as “presentational budgets” (OECD 2007): their perfor-
mance figures are not, or are only very loosely, coupled with the appro-
priations in the budget. The PI disclosed regards targeted or expected
performance levels, so appropriations are not based on a formula or
contract with specific performance or activity indicators (OECD 2007).
Furthermore, PI disclosed in the budgets seems to be used primarily for
allocation decisions in the budget formulation stage. This is particularly
true for the German PB. However, municipalities in Lithuania and Norway
prepare regular performance reports (interim as well as annual) and thus
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compare the target performance data of the PB with “real” performance
figures resulting from policy evaluations.

The discrepancies between the budgeting and reporting concepts in
the four countries are striking: while all of them have moved to accrual
accounting at some stage, only Germany and Norway have expanded the
use of accrual data to their LG budgets. Reformers in Italy and Lithuania
seem to be very cautious about using accrual data for budgeting—most
probably because they are worried that accrual data makes financial plan-
ning less transparent and may be subject to manipulation (Grandis and
Mattei 2012). Another reason is that small municipalities do not possess
sufficient financial resources and skills to engage in a full accrual system.
Consequently, reformers in these latter two countries only want to disclose
in the budget financial figures that are directly related to cash inflows or
outflows in the respective year. However, in doing so they neglect to make
future financial burdens (for example, provisions) transparent, to provide
information about global resource consumption, or to follow the prin-
ciple of intergenerational equity (Marini and Scaramozzino 1999; Doran
2008). Furthermore, their budgeting systems are not fully compatible
with their reporting systems.

Implementation of the PB Systewms

The timing of introduction, experimentation and implementation of PB
is quite different across the four countries. Norway was an early mover,
including performance targets in LGs’ long-term budgets since 1992.
Performance indicators are usually included in annual reports (up to 90
percent) and some LGs include them in the annual budget on a voluntary
basis. Lithuania also adopted PB quite early (after 1998) throughout its
government sector (Nakrosis 2008). This country was not hindered in its
reforms by legacies and budgeting traditions, as its government undertook
a fundamental change after the transformation. Germany—after a decade
of NPM-driven PB experimentation—started quite late, partly because of
its weighty “cameralist” legacies, but also owing to the complexity and
lengthiness of the process of change in a large federal state. Italy is still in
an experimental phase of its introduction of the PB. However, a different
but similar concept has been in use since 1995—the MEP, which includes
PI but is not subject to decision-making by the city council. The late start
of Italian LGs can also be explained by the notoriously time-consuming
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legal process. Altogether, the timing of PB reforms in the four countries
cannot be said to follow a common pattern—there are no “parallel waves.”

The degree of PB implementation is also quite different among the
four countries: in Germany, 10 years after the formal decision regarding
budgeting reforms, 71 percent of municipalities had formally established
PB (Reichard 2012). However, the “performance side” of the new budget
was largely neglected in the early stages of the reform process in Germany:
in 2011, only 25 percent of municipalities included PI in their budgets
(Reichard 2014). Even if P1 is formally disclosed, it primarily regards input
data (for example, capacity utilization) and processes, and only partially
concerns outputs (for example, number of products). Outcome informa-
tion is quite rare so far.

In Italy attempts to incorporate performance information into the bud-
get process have drastically increased over the last 20 years (Mussari 2005;
Grossi et al. 2016; Mussari, under review for publication). Appropriations
are increasingly linked to expected results in the MEP, but performance
data is not included in the “official budget” to be approved by the city
council. This will change with the current reform and hopefully the increas-
ing number of pilot municipalities (from 49 in 2012 to 373 in 2014)
implementing the new budgeting system should foster the success of the
reform in the near future. In Lithuania, all municipalities have drawn up
strategic development or performance plans, although so far there is no
clear hierarchy between the planning documents, while the integration of
the plans with municipal finances is insufficient and their implementation
lacks effective monitoring and accountability procedures (Government of
Lithuania 2013). Budgeting and implementation processes are focused
on appropriations and their spending, rather than on the achievement of
strategic objectives. Performance indicators are commonly included in the
Norwegian LG budgets and reports. The inclusion of PI in the budget
process has increased over the years (Cap-Gemini, Ernst & Young 2002;
Statskonsult 2001) and the latest research indicates that up to 90 per-
cent of LGs include performance information (based on KOSTRA; see
above) in their budget documents (Johansen and Juul 2011; Nyland and
Pettersen 2012).

Even though the overall impact of PB-related reforms in the four coun-
tries considered remains to be evaluated, this comparison of experiences
makes it possible to highlight the similarities and differences to date.
The common feature is the inclusion of performance information in the
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budgeting process. In all four countries it is no longer sufficient for LGs
to estimate how much money should be spent for the various different
purposes (missions, programs, functions, and services). It is now essential
for them to identify the expected level of “results” that should derive
from the use of public resources, even though the impact of performance
information on budgetary decision-making remains limited, perhaps
with the exception of Norway. The existing capacities of municipal staff
is a feature that quite commonly limits LG’s ability to implement the PB,
except in Norway (where LG’s capacity was quite appropriate, owing to
previous long-term experiments and the openness of staff towards public
finance management (PFM) reforms). In contrast, the capacity of LGs
in Italy, Germany, and Lithuania is more restricted because of the tra-
ditional patterns of prevailing PFM practices and the legalistic culture
of their staff. The technical procedures chosen for preparation of the
budget and to connect planned spending to expected performance are
different. The LGs do not follow a common “best practice” and the
budgeting formats are quite diverse, consistently with the differences in
the implementation of NPM concepts observed in the literature (Pollitt
and Bouckaert 2011).

CONCLUSION

The implementation of PB-related reforms can be interpreted as a response
to an external and global trend. This trend is twofold: on the one hand,
some countries have adopted internationally widespread reform concepts
such as NPM because this has become the prevailing doctrine (DiMaggio
and Powell 1991). These countries expect advantages from being per-
ceived as modern and innovative when implementing such ideas. On
the other hand, some countries have faced external pressures for reform
from third parties (particularly the EU). In our country set, Norway and
Germany followed the pattern of the voluntary adoption of NPM prac-
tices, whereas Italy and Lithuania (albeit for different reasons) were influ-
enced by external authorities, in line with the logic of coercive adaptation.
Furthermore, the analyzed countries differed substantially in terms of the
impact of the 2007 financial crisis on performance budgeting. Whereas
the crisis had a large impact on the implementation of reform initiatives
in Italy and Lithuania, its effect was only moderate in Germany and not
relevant in Norway.
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Thus, such reforms are affected by situational factors. They are ini-
tiated locally by an active administrative policy, which is constrained by
environmental factors, polity features and administrative culture and
traditions. They then undergo a process of transformation within which
trajectories of reform are modified and interpreted according to the
political-administrative culture, the style of government and polity fac-
tors (Christensen and Lagreid 2001). These countries are responding to
PB trends and challenges differently, depending on their specific historical
and institutional contexts. The institutional environment determines how
reforms are designed and implemented. Accordingly, there are differences
between the reform strategies pursued by the four countries selected.
Reform initiatives in Italy and Lithuania have followed a top-down course,
while Germany and Norway have implemented their reforms according to
a more bottom-up pattern. This can be explained partly by the established
traditions of the respective countries. Italian LGs, for instance, have long
been kept on a short leash by central government, and Lithuania—which
was exposed to the powerful external triggers of EU membership and the
recent financial crisis—has adopted the most centralized approach to PFM
reforms. On the other hand, German and Norwegian LGs traditionally
enjoy considerable autonomy.

From the perspective of fiscal control, the integration of the local level
financial management system into the broader budgeting and report-
ing context of the respective countries’ central governments is of great
importance. In Lithuania the financial management systems of central
and local government are intertwined. Similarly, the new accounting
and budgeting model of Italian LGs is based on a harmonized concept,
involving the country’s whole government machinery (Mussari and
Giordano 2013). Consequently, the conditions for more coordinated
fiscal steering are better in these two countries. In Germany and Norway,
the financial management systems practiced at the different levels of gov-
ernment are not comparable with each other, which makes external fiscal
steering and control of LGs less effective. The adoption of NPM reforms
like PB may have profound effects if they are followed up by the politi-
cal and administrative leadership and are compatible with historical and
institutional traditions. They may, however, produce few changes if they
are consciously blocked or avoided by local leaders or lack compatibil-
ity with traditional norms (Brunsson and Olsen 1993; Christensen and
Lagreid 2001).
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This chapter addresses the question of the resistance of the Napoleonic
administrative model to the diffusion of the NPM model and reforms at
the local government level. Performance management and measurement
systems (PMMS) are regarded as the main pillar of management reform
in recent years, as well as an indicator of managerialization and an outpost
of NPM in local governments. This leads to two subjacent questions: (1)
Can NPM coexist with non-Anglo-Saxon administrative cultures? (2) To
what extent do Napoleonic local governments (LGs) integrate the NPM’s
focus on public sector performance measurement and management?
These questions contribute to fill a gap in the literature by looking at
the effects of performance management reforms (PMR) from the South
(Napoleonic countries) and from below (with a focus on municipalities). With
few exceptions, reforms of continental Napoleonic countries have received
more attention at the central government level, whereas the local govern-
ment level remains largely unexplored (Kuhlmann 2010; Ongaro and Valotti
2008). Moreover, comparative research often holds a monolithic view of the
Napoleonic tradition, despite the extent and diversity of the devolution pro-
cesses across Europe (Heinelt and Hlepas 2006). These are reputed to have
increased the diversity of managerial practice and processes in LGOs, and to
boost their modernizing and innovative capacities (Kuhlmann 2006; Ongaro
2009). Yet the effects of performance management reforms are not guaran-
teed. Conservative forces are fostered by the challenging sophistication of
PMMS, the inertial bureaucratic controls of the RechtsStant model of public
administration, and the cultural distance between NPM-inspired reforms and
the Napoleonic context of their implementation (Peters 2008; Spanou 2008).
To address these issues, we use a paradigmatic case selection strategy
(Flyvbjerg 2006) to identify three LGOs in France, Portugal, and Turkey
which provide a sense of the average municipality in each Napoleonic coun-
try. Their PMMS are analyzed using Bouckaert and Halligan’s (2008)
typology for managing performance in public organizations. The context-
sensitive and in-depth qualitative approach provides an opportunity to
understand how these municipalities react to the country-specific variations
of the Napoleonic model and reform strategies, and to attempt analytic gen-
eralizations at the European level. The French case belongs to the original
Napoleonic model, although it now represents the highest degree of decen-
tralization and self-administration in the sample, with state regulation mostly
focused on financial and accounting processes. Turkey is the most conserva-
tive and centralized Napoleonic country, intent on transforming local gov-
ernment with top-down PMM reforms. Portugal provides an intermediate
case, with end-of-century decentralization reforms, and tight state regula-
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tion of LGOs in finance and human resources due to the recent economic
crisis. This diversity offers a contrasting view of the benefits, feasibility, and
conditions of implementation of PMR in a Napoleonic context, and sparks
ex post investigations into their trajectories, successes, and failures.

Locar GOVERNMENTS IN NAPOLEONIC COUNTRIES:
MODEL STABILITY AND PERFORMANCE MANAGEMENT
IssUES

While most of the research on PMR in Napoleonic countries has focused
on the central government level (Ongaro 2009), we intend here to look
at NPM reforms “from below,” focusing on local governments and par-
ticularly their first layer: municipalities. This requires a preliminary inquiry
into the stability of the Napoleonian concept at the local government level.

From the beginning, the traditional strength of the central state in
Southern European countries imposed common and specific features on
local governments. Mainly they appeared as weak organizations under
the tutelage of a centralized state. In contrast to Anglo-Saxon countries,
however, centralization did not lead to a principal-agent relation. In
Napoleonic countries, local governments have strong institutional protec-
tion but are administratively weak. Later on, the model started to evolve
as all Napoleonic countries engaged in a devolution process: French
decentralization in 1981; the Portuguese Constitution in 1976; Turkish
decentralization in 1983-89. This brought up the question of whether a
de-napoleonization process took place in European public administrations.

Therein, problems of classification of local administration models were
explored in the literature. These contributions appear to confirm the con-
tinuing coherence of the Napoleonic model at the local level but also a
refinement of its features. Three classifications stand out.

First, Page and Goldsmith (1987); Page (1991); and John (2001)
explored the different roles local government plays in liberal represen-
tative systems across Europe using three criteria: the array of functions
under local authority; the discretion in administering services and allocat-
ing resources; and the access of local decision-makers to central authori-
ties and resources. The authors identified important differences between
Southern and Northern European systems, where Southern municipali-
ties have few functions and competencies, low legal discretion, and good
access by local politicians to the central (and regional) level of govern-
ment. This southern cluster overlaps the Napoleonic countries, including
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the three southern countries studied here (France, Portugal, and Turkey).
In a second phase, Hesse and Sharpe (1991) contested the simplicity of
the previous typology. Taking into account three criteria [(1) distribution of
competencies in service provision, (2) political influence of the local level in
relation to upper-level government, and (3) importance of local democracy)]|
they identify three groups of local government systems: the Anglo group,
the North and Middle European group, and the Franco (or Napoleonic)
group. Again, the coherence of the southern group is maintained and reveals
even more clearly the coherence of the Napoleonic classification: strong con-
stitutional status, low autonomy and high control by the central government
(tutelage, ex ante legal control, and prefect). In a third phase, Heinelt and
Hlepas (2006) took into account the substantial changes in central-local
relations since the 1990s, as well as the power relations between mayors,
councils, and the municipal administration. The coherence of the Franco (or
Napoleonic) group remains, as France, Greece, Italy, Portugal, Turkey, and
Spain are concentrated in the “strong mayor” form.

Complementary to this analysis, the literature opens some perspectives
and hypotheses on the link between the Napoleonic features of local gov-
ernments and the adoption and diffusion of performance management
systems. On one hand, their political autonomy makes it difficult for cen-
tral governments to steer internal management procedures. Following
Kuhlmann’s (2010) comparative framework, it is predictable that in
Napoleonic countries PMMS will be not centrally initiated and imposed,
but initiated by local actors on a voluntary base. On the other hand, politi-
cal autonomy is balanced with low administrative autonomy. Thence,
some performance indicators and efficiency and effectiveness ratios may be
imposed by central ministries to certain local services and public policies.
The absence of comprehensive PMMS imposed by central governments
does not prevent the implementation of compulsory indicators in several
policy sectors (in a silo-based, fragmented, top-down approach). Yet, these
findings may lead to over-generalization, and a closer look into country
specificities may suggest different mechanisms and outcomes of reforms.

VARIATIONS OF THE MODEL AND OF LocaL PMM
RerorMs: THE Casges OF FRANCE, TURKEY,
AND PORTUGAL
Our selection of three countries of the Napoleonic cluster procures the

advantage of presenting a set of different economic and political contexts
which maximize the variety of the “starting conditions” for PMM reforms
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Table 7.1 Weighting the national importance of local governments in France,
Portugal, and Turkey

Average  Local public Local Investment Public
population size  employment as  public as % of toral  debt as
of municipalities % of total spending public % of
public as % of investment GDP
total public
spending
France 1,720  34.6% 21% 73% 8.3%
Portugal 34,049 26.64% 10% 58% 2.05%
Turkey 52,200 11% 12% 35% 5.5%

(Table 7.1). French LGOs have by far the strongest employment, expendi-
ture, and investment figures of the cluster. Turkish LGOs are lighter although
they cover more population on average, while the Portuguese model appears
at mid-interval in all indicators. According to Kuhlmann (2010), disparities
in size, and differences between urban and rural areas, can explain the vari-
ous degrees of performance implementation in LGs. But another differen-
tiating factor in our comparison resides in the design of the PMM reforms.

In France, the decentralization process of 1981-83 produced a legal
and accounting framework which promoted the adoption of performance
management. Constraining rules were imposed during this period: (a)
adoption of double-bookkeeping accounting, (b) “golden rule” of bal-
anced and sincere budgets, (¢) compulsory budget orientation debates,
and (d) evaluation of management control by the regional audit cham-
bers. Managerial improvements were also the result of endogenous fac-
tors, based on innovation and mimetism (Kuhlmann 2006; Ongaro
2009). PMM practices quickly diversified into a vast array of tools which
were progressively but unevenly diffused across LGOs during the 1990s.
Management research shows that since that period 50 percent of local
governments have used analytical accounting, 30 percent have imple-
mented some form of scoreboard, 10 percent used management by objec-
tives, and 10 percent a system of zero-based budgeting (Pariente 1998).
A new label of “performance processes” covers the haphazard choices of
performance management tools by LGOs (Carassus et al. 2012).

In Turkey, LGOs remain an integral part of a unitary public administra-
tion system, operating under the overall responsibility of the Council of
Ministers, despite recent reforms which expanded their area of intervention
(public services, promotion of social and economic development). Starting
with 2003, a succession of performance management reforms were voted
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into law (for example, the Law on Public Financial Management and
Control 2005) and tools imposed such as strategic planning, multi-annual
budgeting based on programs, the introduction of standards and perfor-
mance indicators for public services, the establishment of internal control
systems (mostly based on ex post audits), and citizens’ information and
participation in decision-making processes. These encountered important
problems of implementation due to the managerial capacities of local civil
servants. Programs supported by development agencies and international
donors were set up to provide technical assistance and training to enhance
reform capacities in local administrations (Local Administration Reform
programmes I & II, initiated in 2005 and, respectively, 2009) through a
limited number of pilot projects. The lack of comprehensive studies makes
it difficult to assess the impacts of these reforms, but it is generally con-
sidered that the difficulty of setting effective targets and indicators and of
measuring and managing the performance of local authorities is the main
obstacle in the Turkish LG reform process.

In Portugal, the 1976 Constitution opened a trend of decentralization
and, as part of this, the Local Finances Act established financial autonomy
and the budgetary principles of local governments. More functions were
transferred to local governments and more autonomy and the ability to
make pluri-annual investment plans (1998). These powers were increased
in the 2000s. Accrual accounting was adopted to foster better use of
public resources and to improve transparency. In the meantime perfor-
mance management initiatives were implemented through HRM in 2006
with a compulsory program for objective measurement of achievement.
The recent financial crisis reoriented this trend towards more financially
oriented reforms. New laws forced the creation of supramunicipal non-
elected entities to share or merge local public services, to right-size munici-
pal structures, and to reduce the number of local entities. A financial law
(2011) was passed to regulate endowments from the central government.
If financial stress is proven, a central council can enforce LG plans to ratio-
nalize spending, maximize own revenues, and implement instruments of
internal control. The expression of municipal autonomy is bound to finan-
cial stability.

In summary, only one of the three countries (Turkey) has a perfor-
mance management orientation driven by top-down legal measures. In
France and Portugal (at least until the financial crisis), central strategies
to foster local performance management were based on input and output
regulation (black-box strategy: reduction of grants, obligation to balance
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budgets...), since local freedom of administration prevented central gov-
ernment from controlling the internal production process. Nevertheless,
the differences tend to dissipate if we consider that, owing to economic
pressure, central government in France and Portugal started during the
2000s to demonstrate to LGs their interest in performance efforts through
indirect initiatives (HRM in Portugal, addition of reports in France claim-
ing the necessity to adopt standard costs for grant calculation...). This
diversity of situations and reform styles suggests that the Napoleonic
model, despite its supposed uniformity, may reveal a wide array of PMR
mechanisms and outcomes.

RESEARCH METHODOLOGY

This research uses a case study methodology (Evers and Wu 2006) to
understand to what extent performance management reforms and ide-
ologies have overridden (or not) the inertia and cultural conservatism of
Napoleonic LGOs by promoting sophisticated systems of performance
management. More specifically, it categorizes the PMMS of representative
LGOs in three different countries, and questions the impact of the various
features of the local Napoleonic models and national reforms on the adop-
tion of performance management systems.

The Turkish, Portuguese, and French municipalities are identified
using a paradigmatic strategy of case selection (Flyvbjerg 2006; Rialp et al.
2005) which stresses the general shared characteristics in each population.
They capture a sense of the “average municipalities” and general approach
of PMMS in each country. In each country, case selection was based on
two interviews with experts in the field: a member of a professional asso-
ciation and a specialized researcher. These discussions explored both the
meaning of an average PMMS in national LGOs, and the relevance of
potential cases.

The PMMS of the three municipalities were characterized using a
structured analytical tool (Yin 1994) based on Bouckaert and Halligan’s
(2008) typology for managing performance. Their systematic framework
gives rise to four ideal types of PMMS: (a) performance administration,
(b) management of performances, (c) performance management, and
(d) performance governance. We mention them here in the authors’
“expected” succession as, according to the authors, public organizations
tend to progress from one model to the other through the enforcement
of their performance measurement (types of indicators, span, depth); the
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increasing incorporation of performance in documents, procedures, and
discourse (level and degree of incorporation); and the better use of per-
Sformance information (intensity, reporting focus, time orientation, and
automatization). Data collection was based on a common case study pro-
tocol, identifying interviewees and key questions in the form of the cat-
egories proposed by Bouckaert and Halligan (2008). Interview data was
completed with internal documents analysis and secondary data issued
from public reports (Table 7.2).

Table 7.2 Characterizing the performance measurement and management sys-
tems in the three LGOs of the sample

Case A (France) Case B Case C (Turkey)
(Portugal)

Imminent Financial Proximiry with

departure from  performance performance

performance administration  administration

administration  under a strong

mayor

1.
Mea-
surement

Type of
measurement
Design of
measurement
system

Span of
measurement

Depth of
measurement
Specific
dimension of
measurement

Mechanistic and
closed

Ad hoc schemes
by department
managers.
Multiple and
contradictory
definitions of
performance
Limited:
economy and
efficiency

Micro and meso
(only for inputs)
Quality requires
separate focus
(measured in
few
departments)

Mechanistic and
closed

Ad hoc: based
on the mayor’s
best judgment

Input and
efficiency

Micro and meso

Quality not

measured

Mechanistic and
closed

Few ad hoc
schemes by
department
managers

Limited and
selective: economy,
input and activity
Micro, and limited
at meso level
Quality not
measured

(continued)
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Table 7.2 (continued)
Case A (France) Case B Case C (Turkey)
(Portugal)
Imminent Financinl Proximity with
departure from  performance performance
performance administration  administration
administration  under a strong
mayor
2. Level of Static Static Static, mainly for
Incorpo-  incorporation legal reporting and
ration financial control
Degree of Disconnected, Isolated and Disconnected,
incorporation isolated, but disconnected of  isolated
development of  any other
a top scheme
management
scoreboard
3. Usage  General use Limited and Limited but Limited and
technical; important technical
incipient financial
integration with  indicators
policy cycles
Main reporting Internal Internal Internal hierarchy;
focus hierarchy hierarchy and national reporting
external

Learning by
using
(standards)
Accountability
for performance
Potential value
added of
performance

Single-loop
learning

Administrative

Limited

responsiveness
Single-loop,
limited to
finance
Administrative
and political
Limited

None

Administrative and
political
Limited

CASE PRESENTATIONS AND FINDINGS

Case A (France): An Imminent Depavture from Pevformance
Administration

Municipality A has 230,000 inhabitants, with a staff of 4684 municipal
employees. It enjoys a lasting political stability, the same party governing
the city since 1955. The city showcases the stability of the performance
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administration model in spite of multiple initiatives (policy segmenta-
tion, cost accounting) launched since the 1980s. Yet current projects and
the accumulation of management and quality tools suggest a potential
upgrade to the next PMMS model.

Performance Measurement

Performance measurement is dominated by logics of manage-
ment and budget control. In line with institutional discourse, the
most important modernization initiative was the partial adoption
of the national program-budgeting (LOLF) framework. Budgetary
envelopes were ventilated per functions and missions, but per-
sonnel costs continued to be centralized within the HR account.
Accountability was not enforced: the departments “watch the expen-
ditures flow” as interviewees put it, more than they manage envelopes.
Minimalistic aggregation tools for management control are developed
(a master scorecard), although no precise definition is given to indicators
or objectives. Elected officials use a table of updated budget expendi-
tures structured along public policies and limited to financial data.

The case does not confirm the existence of a systematic approach to
defining indicators and objectives, although the departments analyzed
in depth (sports, cleaning, and sanitation) produce data about activi-
ties and output used in the departments’ management processes. A new
project of executive information system promises more data quality and
standardization.

Performance Incorporation

The integration of measures is pursued separately by each department.
In effect, management information is communicated essentially to the
departments’ directors, and seldom to general management.

As a global performance approach and tools are lacking, the tools devel-
oped by the finance department (budget execution monitoring, multi-
annual investment plans, and scoreboard) are the only transversal supports
for performance analysis. A static, rather than dynamic, incorporation
shows financial indicators used for monitoring rather than projection
purposes. Available data in operational departments is not systematically
channeled to the manager controllers. There are gaps between data that
are produced, usable, and used. The lmits of the management culture are
thus made apparent.
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Performance Use

Data use may be characterized broadly as limited, internal-bound, and
administrative. The departments’ indicators serve mainly for inter-period
comparisons. They are meant to engage fine adjustments of objectives,
and not policy turnarounds. Analyses are retrospective in the main, and
inquire into productive efficiency and operational efficacy.

While the model of performance administration is well established for
the French case, some features signal a potential departure from it. (1)
The elected officials have clear delegations for budgetary missions; they
are accountable for budget envelopes and mark a progressive coupling
between political and management cycles. (2) The decision-makers adopt
a sensible rather than mechanistic approach to management measures. (3)
Devices with a higher degree of integration are developed in operational
units. (4) Service quality receives increasing attention. These elements
suggest a potential orientation towards a “managements of performances”
model.

Case B (Portugal): Financial Pevformance Administration

This case concerns a city of 120,000 inhabitants which experienced a
major political change in the 2009 municipal election, bringing in a new
vision of its mission and managerial procedures. Over the subsequent five
years, case B was highlighted as being one of the municipalities with the
most efficient use of taxpayer money. The level of indebtedness dropped
and financial autonomy increased at the same time as the budget started
to record successive surpluses. Beyond some specificities, the case pres-
ents a management of performance based mainly on cost savings and due-
process logics.

Performance Measurement

Municipality B does not have a formal or well-established PMM.
Performance measurement is subjected to a logic of budget efficiency and
control. Mainly, it is based on an ex ante control of public expenditures,
keeping track of all financial operations. There is no formal plan to control
performance, no set of indicators to measure output, nor any indicators
defined cross-functionally. Collaterally, a more informal, ad hoc process is
run, controlled, and evaluated by the central figure of the mayor. Within
a close chain of command, managers control the inputs and assess the
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outputs and the feasibility of efficiency levels. Under the constraints of the
central government system, several departments produce activity reports
as compulsory exercises in red tape. External entities, such as parishes and
municipal enterprises, have more formal performance management. Their
compulsory quarterly reports begin to incorporate a closer link to outputs
and value for money.

Performance Incorporation

Management information follows a path from elected officials to each
department of the local government structures. The integration of mea-
sures is an informal process that flows from the mayor to the deputies and,
subsequently, to the rest of the structure. All public servants have clear
knowledge of what they should do and what is expected of them: that they
will control expenditures. There is no global incorporation tool for per-
formance information. Incorporation proceeds through budget control
but financial objectives are not connected with non-financial programs
and objectives. This modus operandi is enforced by the control exerted by
central government.

Performance Use

The municipality resorts to two main indicators of performance: budget
execution and the level of indebtedness. The first is seen as an efficiency
indicator. The mayor uses this information to readjust the set of objectives
and goals of the rest of the structure. The second functions mostly as a
financial alert. Municipalities have a legal limit on borrowing, and exceed-
ing it entails severe financial punishments. Whenever the limit grows near,
management opts for a contingency plan based on financial cuts. This
threat explains the mayor’s focus on financial accountability organization-
wide. A single-loop process underlines the system: the mayor sets what
he considers to be the best level of performance, and evaluates behaviors
accordingly.

In summary, case B appears as an instance of robust performance
administration, in a context of severe financial constraints. It is reputed
to be a case of “best practice” of LG management. In complement to the
strict financial control built into the tools and processes of the municipal-
ity, the mayor assumes a political control bound on overall performances,
whereas the reporting required by the state is seen as a source of red tape
rather than strategic steering. Some trends however announce a possible
enrichment of the model with features of the management of performance
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model. First, the quarterly reports of parishes and municipal firms bring
into focus the importance of goal achievement, financial performance, and
budgetary responsibility. Second, the municipality goes beyond bureau-
cratic self-centeredness through the mayor’s insistence on systematic
reports of main achievements and budgetary information for the citizens.

Case C (Turkey): Pevformance Administration

The municipality has 494,000 inhabitants and may be considered repre-
sentative of provincial Turkish cities in socioeconomic terms. Case C has
been led by center-right political parties and sensibly the same political
team for the last 20 years. It has implemented some of the national tools
of performance management under the supervision of the directorates of
finance and strategic development. However, a shared belief holds that a
better PMMS should be in place in order to compete with the surround-
ing rival cities.

Performance Measurement

Elected officials and top managers see performance data as a means of
accountability towards the state and the public, although they share
the dominant view that Turkish LGOs should behave as state-driven
bureaucracies. Thus, despite nominal political autonomy and local elec-
tions, municipalities still struggle against cognitive barriers to acting
independently, and expect central directions and guidance for internal
improvements. The 2006 legal obligation to implement strategic plan-
ning (Strategic Plan, Annual Performance Plan and Annual Facility Plan)
produced an isomorphic process, in which targets result from bureaucratic
aggregation, and the statistical nature of the data overshadows its adminis-
trative purpose. Accordingly, their instrumentation at intermediate levels
is scarce, and there are questions about the integrity of data collection for
annual reports.

Mostly, performance measurement is limited to financial and budget
data which are collected regularly as the basic material for legal reporting,
internal audit, and inspections. On an uneven basis, department heads
enrich the data sets with basic input and activity data for the use of inspec-
tors and of the directorates of planning and financial control. Collected
at department level and with a technical focus, this data is enriched in
municipality C by a local initiative to measure the capacities and efficiency
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of the personnel. So far, doubts have been expressed about the latter’s
effectiveness and impact on staff.

Performance Incorporation

The municipality lacks a corporate integration of measures, which are
pursued separately by some departments. Managers are only and directly
responsible by providing their own data without comparison and integra-
tion with other departments. This explains concerns for the reliability of
the data produced internally.

A much-tiered hierarchy and bureaucratic structure also preclude trans-
versal learning and the use of other departments’ data, a difficulty which
extends even to the strategic management department. Only the mayor
and deputy mayors have the capacity to access data from all departments.
However, the Annual Performance Plan and Annual Facility Plan cover
the main indicators of all the departments’ activities, and are communi-
cated both internally and externally.

Performance Use
Systematic and reliable internal data are collected from the departments
for compulsory legal reporting requirements. However, data usage is lim-
ited to the allocation of resources, financial control, and some reporting
aspects of the municipality. In general, internal data use may be charac-
terized as limited, internal-bound, and administrative. There is a clear
unawareness of the importance of internally consolidated data usage.
Overall, neither the culture, nov the finalities of performance manage-
ment seem to be integrated by the members of the municipality. Despite
external legal obligations of performance reporting, the model corre-
sponds to an unintegrated type of performance administration.

DiscussioN AND CONCLUSIONS

This study of performance management and measurement systems in
France, Turkey, and Portugal suggests the resistance of the Napoleonic local
governments to NPM approaches of performance management. The three
paradigmatic cases appear as slight variations of the performance adminis-
tration model which, according to Bouckaert and Halligan’s (2008) frame-
work, is one of the least sophisticated approaches to public performance,
focused on resource allocation and conformity with standards, and best
adapted to the formal regulations of Weberian bureaucracy. This dominant
PMMS can be considered the most congruent with the Napoleonic fea-
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tures of uniformity and strict input control. Yet such conservatism accounts
poorly for the diversity of contexts and reforms in our sample.

Indeed, the mechanisms which explain the shared innocuousness of
NPM performance reforms and ideologies in the three countries appear
to vary. They occur as an interplay between the country-specific degrees
of decentralization and reform approaches. Thus, Turkey provides the
most recent and limited decentralization. The state maintains its tutelage
over local governments, and promotes top-down legal reforms which
implement and monitor performance measurement systems. Despite cen-
tral authority and legitimacy, strategic steering reforms are superficially
adopted and act as institutional facades (Brunsson 1989). The weakness
of Turkish LGs (lower functions, employment, and investment) correlate
with lower administrative capacities and prevent the diffusion of perfor-
mance management tools. As strategizing remains a matter of politics and
hierarchy, the bureaucratic and centralistic features of the Napoleonic
model are enforced. Meanwhile, in Portugal and France the principle of
“freedom of administration” is firmly established. The state encourages
diffusion of PMMS through indirect strategies of grant reductions and
the increasing regulation of local public services. With wider functions and
budgets under pressure, French LGs slowly internalize the need for per-
formance management tools and tend to enrich those they employ under
the overarching label of “performance processes” (Carassus et al. 2012).
Yet, over-intense state pressures may have the opposite effect. In Portugal
the crisis-driven pressure from central government comes to be perceived
as a threat to local autonomy. A “threat-rigidity” effect (Barker and Mone
1998) accentuates the “strong-mayor” feature of the Napoleonic model.
Centralized power and tightened bureaucratic controls tie in closely the
performance processes to the mayor’s priorities, and ultimately limit fur-
ther expansion of PMMS. Thus, direct and indirect reforms in Turkey and
Portugal suggest that the Napoleonic model and “performance adminis-
tration” systems can both be enforced along different paths.

Of course, the external validity of this case-based comparison may be
limited. However, analytic generalization from three different countries
is a reliable source for new theorizing and ideas for further research. As
a trend, the chapter confirms the infertile ground of Napoleonic LGs for
NPM performance reforms. Their rationale and technique can conflict
with existing values and, paradoxically, enforce the existing models and
systems. But the variety of mechanisms is inspiring and further research is
needed to account for the diversity of LGs in each country. Wider samples
may reveal prospectors and innovators ready to take advantage of both
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NPM and post-NPM approaches to public performance management and
could signal new evolutions of the Napoleonic model.
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CHAPTER 8

Do They All Fail?: A Comparative Analysis
of Performance-Related Pay Systems
in Local Governments
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and Marcel Guenoun

INTRODUCTION

Performance-related pay (PRP) regimes have been promoted as instru-
ments to boost efficiency, motivation, and performance orientation of
the public sector and its employees. However, experiences of imple-
mentation have revealed that PRP is not a quick-and-easy-win instru-
ment, and that the results expected from it could not often be realized.
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Previous evaluations have identified severe weaknesses in PRP schemes
in the public sector (Perry et al. 2009). Not only were expected effects
like motivation crowding-in regularly not realized; looking at the reform
discourse and development in some European countries it seems that
PRP regimes have been loosened or even taken off the reform agenda,
often with the notion that PRP systems were not operated as planned,
failed to deliver, and ultimately were stalled as being a control instru-
ment that was incompatible with the existing administrative culture.
Local government level in Germany, France, and Italy are among the
areas where such developments occurred, and where accounts of the
successful implementation of PRP systems were given only somewhat
reluctantly. These three national local government levels will serve as
comparative cases to explore just why PRP systems have failed to mani-
fest a core position in performance-oriented reform agendas. In terms of
research the interest of this chapter lies in finding out what can explain
why a once clearly positioned and regulated reform policy like PRP
should be taken off the reform agenda rather quickly. From a rational
perspective, the abandonment or repositioning of a reform could be
explained as functionalist, e.g. the reform did not deliver what it was
designed for and was therefore dismissed for lack of problem-solving
capacity. From a sociological, neo-institutionalist perspective, it could be
argued also that the abandonment of a certain reform trajectory can fol-
low a logic of appropriateness (March and Olsen 1989). As a process of
mimetic isomorphism, to zot push further for this particular reform pol-
icy would then become the newly emerged social norm. By comparative
analysis of the three case studies against those theoretical perspectives,
we aim to better identify potential influencing factors and mechanisms.
In the instance of France, we observe a case that has degraded its PRP
reform, while in Italy and Germany, though some sobering results have
also been experienced with PRP, it still remains a part of the reform
package. Methodologically, we therefore have two similar cases and a
dissimilar one with respect to our object of analysis: the continuity of
PRP as reform trajectory. In the following, we will outline the origins,
designs, and contemporary accounts of the experiences of implementa-
tion in the three countries, before we synthesize the comparison with
regard both to our own research interest and to the further research to
come (Table 8.1).



DO THEY ALL FAIL?: A COMPARATIVE ANALYSIS OF PEREORMANCE-RELATED ... 141

Table 8.1 Characteristics of the civil service in the three countries

Characteristics of the Germany Italy France

civil service

Number of public 4.6 Mio (2011) 3.4 Mio (2010) 5.4 Mio (2011)
employees

Number of local 3.18 Mio (incl. 0.57 Mio 1.81 Mio (2011)
employees Linder)

Proportion of personnel — 79% 16.7% 19.4%

at the local level (as % of
tot. public employees)

Distribution per layer Linder 60% Municipalities 76%,  Municipalities 63%
Municipalities Provinces: 11% Intercommunal
27% Regions: 7% organizations: 13%

Provinces: 20%
Regions: 4%

Source: Authors’ compilation

PRP IN GERMANY

Origin
In 2003, a commission on the reform of the public sector recommended
the introduction of an effective reform of the system of remuneration
including PRP (Regierungskommission 2003). The suggestions finally
led to the reform of the “Collective Agreement for the Public Service”
(TV6D and TV-L). This imposed on public administrations at all levels
the duty to introduce PRP starting in 2007. In the following, we will
concentrate on the description of PRP for public employees and disregard
the completely different regulations for civil servants who only amount to
13.3% of people employed at local level.

It was intended that with the introduction of PRP, the motivation, self-
responsibility, and leadership skills of employees working in public services
should increase. Initially, PRP was launched with a budget of 1% of the
basic pay of all employees of the respective organization in the previous
year and has now risen to 2%. It has been planned to increase the amount
up to 8%. PRP is paid on top of the regular salary and the latter cannot be
reduced as a result of lower performance. All employees of an organization
are cligible to get PRP and no official quota is applied.
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Design

German public administrations enjoy a lot of discretion in designing
the concept of PRP. The collective agreement for the public sector (§
18 TV6D) merely regulates the basic framework of the performance pay-
ment; more specific regulations have to be decided in mutual agreements
(Dienstvereinbarung) by the bargaining parties—the employer and the
staff council—within the respective organization. In mutual agreements,
the employer and especially the staff council have to concur on the type
of performance appraisal, the distribution of PRP, and the performance
appraisal methods.

There are three types of PRP. The most commonly used is the perfor-
mance bonus, which is usually paid once a year. In addition, organiza-
tions can pay bonuses based on the fulfillment of economic goals by single
employees as well as making team and incentive bonus payments, both of
which however are rarely used.

Regarding the allocation of the budget, an organization can decide
whether to divide its PRP budget into sub-budgets or use one budget for
all employees. In the case of division by departments, there is an individual
budget for each department and only the performance ratings of employ-
ees within it are compared and transformed into the individual amounts of
PRP. It is often argued that this is fairer as it reduces the chance of differ-
ent performance appraisers using different criteria.

Two methods of performance appraisal can be applied: agreement
on goals, and systematic performance appraisals. Agreement on goals
amounts to a voluntary contract between a single employee or a team and
the supervisor on three to five targets. In employing systematic perfor-
mance appraisals, supervisors have to use objective and measurable crite-
ria for the performance assessment. It depends on the mutual agreement
whether only one method of performance appraisal is used or both.

Different studies provide evidence that employees perceive agreements
on goals as notably fairer, more transparent, and participative compared
with systematic performance appraisals (Meier 2013; Erez et al. 1985). It
remained unclear for a long time whether it made a difference if the goals
were agreed between the employer and a single employee or a team; the
results of a survey by Meier (2013) confirmed however that team agree-
ments on goals led to less envy between employees than other appraisal
methods. Nevertheless, individual agreements on goals are shown to have
a stronger influence than do team agreements on the transparency and
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fairness of the performance appraisal as well as on participation within the
goal-setting process (ibid.).

Implementation and Criticalities

Despite several years of the application of PRP in German public admin-
istrations including LGOs, there are few evaluation studies that demon-
strate what effect performance pay actually has and how the employees
perceive the different appraisal methods (Meier 2013; Schmidt and Miiller
2013; Schmidt et al. 2011).

In 2013, Meier surveyed 21 German county councils and cities with
county status in order to analyze whether the introduction of PRP into
the public service resulted in crowding effects of intrinsic motivation and
public service motivation (PSM). The design of the performance appraisal
schemes turned out to be by far the most significant factor in the percep-
tion of PRP, with the schemes’ apparent fairness and transparency being
particularly influential.

In the international context critics have frequently stated that there
is a tendency to “reward” a very high proportion of employees with
the best possible rating within the performance appraisal process (Perry
etal. 1989; Landy and Farr 1983); the limited data suggest that more than
90% of employees receive at least some performance pay (Meier 2013),
while the percentage of those who get the best performance appraisal is
very high and varies from 56% (Meier 2013) to 59% (Schmidt and Miiller
2013). The study by Meier (2013) has also shown that the choice of per-
formance appraisal method influences the chance of getting the highest
rating: agreements on goals offer significantly greater chances, while the
chances seem to be very low for employees rated with systematic perfor-
mance appraisals. This finding is especially relevant for those organizations
which implemented both appraisal methods.

The low amount of PRP is often seen as a reason for employees being
dissatisfied with it. This could explain the leniency of the appraisers, who
could see (too) good performance appraisals as having a potential for
employee motivation while more realistic performance appraisals might
demotivate. In the end, however, this attitude must totally defeat the prin-
ciple of performance pay.

The differentiation between public employees and civil servants also
leads to problems; although both groups work together in the same
teams, they do so under completely different rules governing PRP. The
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regulations of § 18 TV6D apply only to public employees, while the dif-
ferent rules affecting civil servants vary between the federal states (Weber
2013).

In the end, PRP has caused a lot of discussions and problems in the
German public sector. In 2009, it was abolished at the federal level. Since
2014, there has been no duty to distribute PRP at state level. The trade
union argues essentially that PRP does not fulfill its purpose and leads to
discord and envy between employees (ver.di 2011).

PRP 1N FRANCE
Origin
Performance bonuses in the French civil service are a relatively new devel-
opment, gaining strength and visibility during the late 2000s (Carrez
2007). The PFR (bonus for functions and results—prime de fonctions et de
résultats) was rapidly translated into law (2008). Along with Law 2010-
751, this ended the decades-long ban on personalized variable pay in the
French civil service.

From an organizational standpoint, the mission of PFR was to replace
the existing approximately 1,800 bonuses across the national and local
government administration, and secure a more equitable treatment for
employees with comparable jobs in public administrations (Silicani 2008).
Departing from the general culture of uniformity and bonuses based on
“impersonal” criteria, the PFR was also seen as a means to expand mana-
gerial leeway, giving direct supervisors the possibility of incentivizing
subordinates through individual goal-setting, evaluation, and bonuses.
Eventually, and in a context of austerity, the PFR was to reconcile and
improve the management of salary budgets, wage rises, and the recog-
nition of professional value and work performances. Concurrently, the
government introduced in 2010 the possibility of collective incentive
schemes. However, the interest for this PRP tool was quickly stalled, with
trade unions perceiving it as a disguised mechanism for personnel reduc-
tion and financial cutbacks (2011).

Design

According to the law, the PFR includes two parts: the functional bonus
PFE (prime de fonctions) and the performance-related bonus PR (prime



DO THEY ALL FAIL?: A COMPARATIVE ANALYSIS OF PERFORMANCE-RELATED ... 145

de résultats). The assessment of each follows specific calculations, but
they are jointly paid on top of the yearly base salary as determined by
the career index and national grids. First, the functional part is meant
to acknowledge the professional trajectory of the agent. While the PF
bonus may have appeared as a recognition of professional worth, it is
more closely aligned to the OECD’s (2005) vision of allowances for
certain posts and working conditions. Specifically, the PF depends on
new “objective” categorizations of jobs produced by the ministries and
LGOs and has no connection with the personal characteristics of the
employee.

Second, the prime de résultats (PR) part is formally connected to the
annual assessment interview of each civil servant. It integrates multiple cri-
teria such as the commitment to serve, the achievement of annual objec-
tives set by the supervisor, personal involvement, interpersonal skills, and
the acquisition of other competencies and skills required on the job. This
explains the de facto categorization of the PR part as a PRP tool, although
the merit bonus (for professional worth and competence) and payment
for results (which is goal-related) are not separated and follow a single
procedure of assessment and attribution.

As for amounts, the PFR may make a significant difference. For
instance, middle managers in the national civil service could reach in 2011
a PF bonus of €15,600 and a PR bonus of €10,200 per year. A concern for
equity is apparent, as the superior margins of the PFR’s parts are bound
by national limits for each category of civil servants. As for volunteering
LGOs, their councils must validate and enact all the limits and modalities
of their PFR systems.

Implementation and Criticalities

While the PFR has been widely promoted as supporting civil servant moti-
vation, its design appears as a barrier to this goal. The beginnings of PRP
in the local civil service coincide with those of the national services (law
751,/2010, decree 1705,/2010). But the pace of reforms in LGOs was
reduced by the constitutional principle of freedom of administration. The
extension of PFR was seen as an optional process, depending on the deci-
sions of LGO councils to either try it out or else continue with the previ-
ous system of bonuses and allowances.

To analyze the level of implementation of PRP tools and their effects,
original qualitative interview data was gathered! and was completed by
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second-hand data and a literature review. So far, the application of PRP
tools calls for the following comments:

1. Their implementation and diffusion is extremely limited, almost
anecdotal. The ensuing budgetary inflation is widely acknowledged
by the profession as an essential reason why PFR was not diffused
more widely across the LGOs in the context of economic crisis.

2. Local adaptations of the design of PFR limit drastically the part con-
nected with the employee’s results, hence its kinship to PRP sys-
tems. The PF part, which depends on the position occupied by the
employee, ended up dominating the PR part (60:40).

3. Within the context of LGO administrative culture the implementa-
tion of PFR came at the cost of budget inflation and significant dis-
tortions of its initial goals. The PFR was based on a uniform method,
in which widespread communication on LGO-wide criteria and pro-
cedures was appreciated by both administrators and employees. Yet,
as experiments went on, the decision-makers were unsettled. The
inflationary effects of PFR on total payroll contributed to reduce the
LGO’s financial leeway.

4. Lastly, the local adaptations of PFR were swift to reach their limits,
leading to demands for a renewal or abandonment of the system.
Their resource-intensive implementation and the perceived budget-
ary inflationary were incompatible with the decreasing finances of
French LGOs.

Eventually, the vote into law of a new bonus system (IFSE, 20,/05 /2014)
made optional the results-based bonus for the whole civil service. This
confirms the profession’s preference for a simplification tool, rather than a
performance-based HR instrument.

PRP 1N ITALY
Origin
The PRP system has been recently reformed following a typical top-down
approach through the introduction of decree 150,/2009 that aimed at
strengthening the already existing principles introduced by previous

reforms during the past years. In fact, the intense public management
reform in Italy in the 1990s mainly concerned institutional design, career
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Table 8.2 Reward structure in Italian public administration

Ministries  Regions — Provinces — Municipalities

Number of managers 21.3% 37.4% 9.5% 31.8%
Average gross annual pay 87.248 86.199  80.592 73.866
% pay for performance 5% 9.7% 8.5% 7.4%

Source: Authors’ elaboration from Cristofoli et al. (2007)

progressions, and remuneration systems (Mele 2010; Ongaro 2009;
Capano and Gualmin 2006) and special units devoted to performance
management, Nuclei di Valutazione, were introduced in every local coun-
cil (decree 142 /1990). Subsequently, a comprehensive reform of the civil
service introduced a first assemblage of performance instruments in LGOs
(decree 29,/1993). Notwithstanding these efforts, any organic perfor-
mance-related pay system for public managers has not been introduced till
2009 (Mussari and Ruggiero 2010) (Table 8.2).

Design

The above-mentioned reform of 2009 (decree 150,/2009) introduced a
comprehensive and sophisticated system of PRP aimed at the evaluation
and measurement of individual and organizational performance in the
Italian public sector. The main principles and promoted values are the
obligation to measure and evaluate performance, along with the enhance-
ment of merit through the provision of bonuses linked to individual and
organizational performance.

The decree introduced a process (a performance cycle) organized
around a three-year planning document (a performance plan) indicating
the strategic and operational objectives along with the indicators selected
to measure organizational and individual performance. Besides the plan-
ning document, each administration must issue a performance report that
functions as a feedback on achievement of both strategic and operational
objectives by providing a breakdown of the strategic objectives included
in the performance plan into annual objectives.

The performance of all employees of local administrations is evaluated.
The evaluation of individual performance is made in accordance with the
executive management plan (piano esecutivo di gestione) and the formal
attribution of individual objectives in each LGO. In particular, every
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organization must adopt the executive management plan and formally
allocate individual objectives.

The bonuses available are distributed according to the results of the
formal evaluation of individual performances and are calculated imple-
menting specific algorithms, which are defined in accordance with col-
lective integrative decentralized bargaining (contrattazione collettiva
decentrata integrativa). According to the legislation three types of
bonuses are designed to promote performance orientation: (1) Bonuses
based on performance, which are the annual excellence bonuses for man-
agerial and non-managerial staft, and efficiency bonuses that consist of
allocation of a quota of 30% of resources derived from contingent savings.
(2) Bonuses based on special success, which are annual innovation bonuses
for the best projects in terms of improvement, change regarding inter-
nal processes, organizational performance, and/or the quality of a pub-
lic service. (3) Incentive bonus payments, which consist of economic and
career progressions. In particular, the bonuses for individual and/or col-
lective productivity are defined according to article 17 CCNL 1.4.1999
and article 37 CCNL 22.1.2004 plus article 26 and following articles of
CCNL 23.12.1999 (comparto dirigenti). The resources devoted to the
bonuses are defined in accordance with articles 31 CCNL 22.1.2004 and
26 CCNL 23.12.1999.

Implementation and Criticalities

A recent survey of 169 local administrations conducted in 2010-11 by Di
Mascio and Natalini (2013) found that 54.8% of the LGOs observed do
not effectively use performance-related pay. In addition, since the munici-
palities are required to publish PRP-related data on their websites, the
above-mentioned survey showed that only 23% of the administrations
proved to be compliant with this requirement.

In general, performance management suffers because of difficulty of
application due to the complexity of the structures and the nature of activ-
ities of the public sector. The context of widespread emphasis on perfor-
mance measurement despite the public sector’s loss of competitiveness
and productivity and fiscal stress (Italian Court of Auditors 2012, 50; law
94,/2012; decree 07,/05,/2012) undermines the capability of LGOs to
distribute resources in accordance to the above-mentioned bonuses out-
lined by the legislation. Moreover, the differences in the implementation
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within Italian LGOs (Ruffini et al. 2011; Spano and Asquer 2011;
Borgonovi 2005) also show the problems in adapting to the newly intro-
duced performance schemes in different organizations, which demonstrate
resistance to change and collision with consolidated bureaucratic cultures.

CONCLUSION

Diffusion and implementation practice in the three countries shows sig-
nificant differences and leads to relevant heterogeneity as well as variance
of implementation of PRP. While PRP is implemented in most of Italian
LGOs and the majority of German LGOs, diffusion of PRP is very limited
in France. A main reason involves the different legal requirements associ-
ated with the implementation of PRP. Italian LGOs are expected by law to
use PRP, and German LGOs at least have to spend the budget dedicated to
PRP. In contrast, French LGOs are allowed to decide on their own to use
PRP or not, and if they do what reources they can and will allocate resources
to it. But differences and heterogenity among LGOs is not limited to the
decision level as referred to by variety in regime designs (Brunsson 1989), it
also reaches into the action level (Brunsson 1989) of LGOs and creates fur-
ther heterogenity there. So, for example, the survey by Meier (2013) shows
that up to 58% of LGOs in each federal state ignore and pervert the PRP sys-
tem on the action level by simply assigning everybody the same PRP bonus.

Our main research interest was on the continuity of PRP as reform
trajectory. Italy, and to date also Germany on the local level, are continu-
ing their current systems and at present show no lessening or loosening
of their controls and regulations for PRP, while in France we observe a
de facto withdrawal from the prime de résultats, e.g. the performance-
oriented part of the bonus system. Evaluating developments through a
theoretical lens it seems that the functionalist argument has only limited
explanatory power. The sketchy and limited evaluative accounts that exist
to date on the effects of the PRP reforms rather point to the conclusion
that any gains in motivation and efficiency have lagged behind expecta-
tions in every national context. Even though there are—for instance in
the German case—also examples and groupings where motivation has
been systematically increased, overall the effects are sobering. Taking
into account the findings of recent international research on the moti-
vational effects of PRP, to boost motivation it would be important to
stress the supportive character of the PRP procedures (Jacobsen and
Andersen 2014; Meier 2013; Andersen and Pallesen 2008). However,
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in the case studies, neither adjustments to produce reforms nor efforts
to foster intended effects were described as core features, which might
be interpreted as a lack of interest in making the systems work beyond
just having them in place. As to the logic of appropriateness, the differ-
ent coping and dismissal strategies that were observed in France can be
explained and interpreted in this light, as well as the continuing compli-
ance approach that describes both Italian and German practices. While at
the beginning of the reforms the logic of appropriateness seemed to have
a distinctly international structure and influence, leading also to an inter-
national reform trajectory for PRP, in actual fact during the course of
the reforms what is deemed appropriate has shown a decidedly national
variance. As our case studies illustrated, there is variance between the
national LGOs of what is considered as accepted, legitimate, appropriate,
expected implementation and development of the reform. Hereto, the
different degree of institutional and systematic linkage of the PRP sys-
tem to other, comprehensive control systems might be a relevant explan-
atory factor. Hence, in Italy we observe a highly interlinked PRP system
which is embedded and systematically linked to a more comprehensive,
performance-oriented administrative control system. In France and in
Germany, PRP systems were operated rather on their own, with many
more discretionary links to other, not necessarily performance-oriented
control systems. Obviously this first, general comparative analysis of PRP
systems in Italian, French, and German LGOs is of limited validity and
reliability. However, the theoretically driven analysis points us to an area
worthy of further research beyond the analysis of direct and indirect
effects of PRP systems on motivation. So, as this chapter sees a potential
reason in different developments of PRP systems in their systematic links
to other control systems, future research might take up this strand and
further explore the effects of integrating PRP systems in administrative
control systems, in order, ultimately, to clarify further whether systems
where PRP is linked and integrated into a wider performance-oriented
control system actually work better in terms of motivational and effi-
ciency gains.

NOTE

1. In summer 2014 five interviews were conducted in French LGOs with
HRM officers who were involved in professional associations and some of
whom had implemented PRD.
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CHAPTER 9

Human Resource Management Reforms
and Change Management in European City
Administrations from a Comparative
Perspective

Marco Salm and Christian Schwab

INTRODUCTION

In its latest “Cities of Tomorrow” report, the European Commission
emphasized that cities are facing important current and future challenges,
such as economic crises, economic stagnation, demographic change, and/
or social polarization (European Commission 2011). In addition to these
“external conditions” that must be addressed, there are also New Public
Management (NPM)-driven “internal reform drivers.” City administra-
tions have to adapt themselves to their changing environment in terms
of these internal and external reform drivers, leading to sub-national
modernization policies. The administrative adaptations involve various
institutional changes in order to achieve set reform objectives. Variations
in adaptations, changes, and objectives may further imply different impacts

M. Salm
German University of Administrative Sciences Speyer, Speyer, Germany

C. Schwab (<)
University of Potsdam, Potsdam, Germany

© The Author(s) 2016 153
S. Kuhlmann, G. Bouckaert (eds.), Local Public Sector Reforms in
Times of Crisis, DOI 10.1057 /978-1-137-52548-2_9



154 M. SALM AND C. SCHWAB

on local governments’ results and performances in the delivery of services.
In order to deal with these challenges, many cities have reacted with either
holistic or specific reform programs, in which human resource manage-
ment (HRM) is becoming increasingly important. The reform of HRM is
only one reform component, but it is—probably more than ever before—a
primary focus of city administrations.

Both scientists and practitioners have found that empirical evidence
with regard to the reform of HRM has been neglected in the past
decades and needs to be examined more closely. A review of the current
literature shows that public management reforms downplay the role of
HRM. Furthermore, the effects of HRM reforms are a neglected research
issue and scarcely discussed in the reform context (OECD 2015). A recent
article, which reviews HRM reforms and performance, finds a general lack
of empirical evidence linking HRM reforms with (the expected) results
(Jordan and Battaglio 2013). Moreover, there is little empirical evidence
on the role of HRM in terms of change management (Sedlack 2010).
Yet, the management of change in organizations is very much linked
to HRM. Therefore, more scientific (empirical) attention needs to be
directed toward HRM reforms and their corresponding results, effects,
and outcomes at the local level of government.

This chapter examines three case studies of “reform excellence” by ana-
lyzing an online survey conducted among the key actors from three cit-
ies nominated for the European Public Sector Award in 2009 and 2011,
namely Bilbao (Spain), Mannheim (Germany), and Tampere (Finland).
The focus of the survey was the city reform approach as a whole and espe-
cially HRM reform approaches.

The chapter follows two analytical guiding questions in order to discover
whether HRM reforms and change management make a difference, at least
in city administrations classified as “best performers.” These questions are:

(a) Which approaches to and effects of HRM reform can be identified
in cities of (supposed) “excellence”? Are there major commonalities
or differences? And is there a general reform trend in Finland,
Germany, and Spain from a cross-country comparative perspective?

(b) Which organizational, personnel, and instrumental changes affect
the organizational performance of the city administration?

In summary, this chapter provides some insights into the correlation
between change management and HRM reforms and their (presumed)
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effects. First, it highlights some ambiguities, tensions, and problems
inherent within change processes. Second, it scrutinizes the scope and
extent of the implementation of new HRM-related instruments and orga-
nizational structures as well as the results of HRM reforms on the orga-
nizational performance of the city administrations. The findings seek to
stimulate future research by advancing hypotheses drawn from the case
study results. Whether the hypotheses hold true and lead to more nomo-
thetic knowledge is a question to be answered by subsequent research.

In the following sections, the applied conceptual framework is laid out
(section “Conceptual Framework, Method and Case Selection”) before a
more general comparative overview of HRM reforms in Finland, Germany,
and Spain is given (section “HRM Reform Profiles: Comparing Finland,
Germany, and Spain”). The next section examines the change manage-
ment and HRM reform process in the three case cities (section “HRM
Reforms and Change Management in Three City Administrations: The
Cases of Mannheim, Bilbao, and Tampere”). Concluding, we highlight
crucial findings and draw some hypotheses.

CONCEPTUAL FRAMEWORK, METHOD AND CASE SELECTION

The theoretical framework draws on the meo-institutionalist approach
(Hall and Taylor 1996; Immerguth 1998; Peters 2007). For the concep-
tualization of the causes and effects of HRM reforms, the analysis relies
on an institutional understanding in the sense of an actor-centered institu-
tionalism (Mayntz and Scharpf 1995; Ostrom 2007). It considers reforms
as the attempt of administrative and political actors to change the insti-
tutional order (polity) with a non-deterministic correlation between the
institution’s behavior and that of the actor. Instead, they lead to different
action strategies inside a restricted corridor for non-institutional factors
(Benz 2004; Jann 2006), which is also the explanatory statement for our
survey target group (it can be seen below as the main reason why we
related key actors, since they matter significantly). As shown elsewhere
(Salm and Schwab 2015), key reform actors have a significant influence on
the success or failure of a change process.

The starting point of the case selection is the evaluation of the admin-
istrative reform process of the city of Mannheim, which could be labeled
as a “best practice” benchmark for local government reform in Germany
(Firber et al. 2014) and to which the authors had extensive field access.
Mannheim established guidelines for leadership, communication, and
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cooperation in order to promote a cultural change within the city adminis-
tration (Salm and Schwab 2015). In order to address HRM reform activi-
ties in a broader, European context, the sample of cities was expanded
to three best practice cities within Europe: Bilbao (Spain), Mannheim
(German), and Tampere (Finland). These cities were nominated for
(and won) the European Public Sector Award (EPSA) of the European
Institute of Public Administration (EIPA) in 2009 and 2011 (Bosse et al.
2013). Although best practice approaches and especially the “awarding”
procedures can be criticized (Gannon et al. 2012, p. 516), best practice
or at least good practice approaches are commonly accepted and used not
only in business administration but also in public administration (Rackow
2011), since they can be used at least analytically for benchmarking.

From a methodological point of view, the comparative research design
is based on “similar cities with different reform concepts.” Drawing on a
most-similar case design (MSCD) concept, the classification of a city as
a city of excellence is the most important selection criterion in terms of
“similarity.” Furthermore, selected cases are non-capital cities that play
important economic and cultural roles in their respective nations. Overall,
the three cities under comparison are “similar” in size and socio-economic
conditions, yet followed “different” reform concepts; thus, they provide a
fruitful basis for comparison. By applying MSCD, it is possible to analyze
institutional changes triggered by the reform process and the perceived
effects of these changes. Although it is not possible to totally discount
the influence of other city-specific contextual factors in the outcome, the
“common context” of the city cases is sufficient to account for the major
possible exogenous drivers and thus justify their selection by contempora-
neously controlling for other variables such as reform willingness (mayor
and council majority), socio-economic conditions, and so on.

Empirically, this chapter draws on data from an online survey con-
ducted in the three selected cities in 2015. The standardized question-
naire was addressed to the key reform actors. In all three cities, one key
actor from each of the five following target groups responded (n=15):
(1) mayor/head of directorate; (2) municipal council /faction leader; (3)
staff council /employee committee; (4) organizational development unit/
change manager; (5) personnel /human resource management unit.

Since municipal administrations cannot be considered as unitary actors,
one needs to differentiate between the different actor groups, because
any change always affects the groups involved to differing degrees.
Therefore, a multi-perspective approach is used, concentrating on the key
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actors involved in the change processes. Moreover, the use of key actors as
the unit of analysis is methodologically recommended (Holtkamp 2012,
p. 112), first, for research-pragmatic reasons, and second, because the
knowledge of the staff involved is often limited to their fields of responsi-
bility. To guarantee anonymity, the answers have been consolidated into
a single response for each sample city. Each “consolidated city answer”
has been ex post validated and accepted by the cities. While the strengths
of this explorative approach (i.e. analyzing only cities of excellence) were
discussed above, it is obvious that focusing only on this sample is also a
weakness in terms of generalization and results overinterpretation.

Content-wise, the development of the questionnaire was derived from
several sources linked to the New Public Management (NPM) move-
ment. We assume that the reform of HRM (especially the introduction
of new instruments) is strongly linked to the doctrines of New Public
Management (Christensen and Laegreid 2007). The introduction of
new types of civil service organizations (on the national level) and the
introduction of new budgeting and accounting standards (mainly on the
local level) may be cited as examples. Therefore, the survey focused on
NPM-oriented reforms on the national level (Bogumil et al. 2007) and
on private-sector-oriented studies that draw on the same ideological roots
as NPM (Sedlack 2010). Additionally, the questionnaire draws from the
self-evaluation scheme of the Common Assessment Framework (CAF),
especially with respect to the “enablers” and key performance results.

The concept for the analysis applied to assess the institutional changes
to, and effects of, HRM reforms is adapted from the “three-step model to
evaluate institutional policies” (Kuhlmann and Wollmann 2011, p. 481).
As shown in Fig. 9.1, the original model was adapted and reduced into
a “two-step model”: first, the institutional change in the city administra-
tions under scrutiny, due to the change process (and triggered by endog-
enous and exogenous reform drivers) is captured. Second, the institutional
changes are assessed against the backdrop of success and/or failure and
(performance) effects.

HRM RErFORM PROFILES: COMPARING FINLAND,
GERMANY, AND SPAIN
To cast the setting of cases in a broader light and enable some cross-country

comparisons, as well as the identification of (possible) countrywide trends,
one has to look into the “HRM profile” of the selected countries.
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The public sector is highly decentralized within all three countries, with
75 percent to 80 percent of public employees located at the local level.
According to OECD (2011) data, job cutbacks on the central government
level have been quite significant in the last decade (2001-11), especially
in Spain. However, the picture is different at the local level (2008-11).
While the share of employment of the central level went from 17 percent
down to 13 percent in Germany, the share of employment on the sub-
central level was rather stable, 80 percent and 79 percent respectively (the
remaining percentage corresponds to the social security system). The same

situation is to be found in Finland and Spain (Table 9.1).

Key Actors, Promoters, Staff, Consultants, etc.

Reform Drivers & Objectives
(Endogenous/Exogenous)

[2) .

§ First Step

9 —

o I

© Institutional Changes

[®)]

C .

-g Seconfi Step
Performance/Effects

HRM related Instruments & Measures

Fig. 9.1 Analytical design—change management and HRM linkages (Sonrce:

Authors; Kuhlmann and Wollmann (2011))

Table 9.1 Public employment across levels of government

Germany
Employment at ... central level 2001

2011
Sub-central level 2008

2011

Source: Authors; OECD (2011)

17.1%
12.9%
79.8%
78.5%

Finland

24.6%
22.9%
76.0%
75.4%

Spain

39.9%
19.7%
79.8%
80.3%
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Various points of departure for the reform in our case countries can be
identified. These can generally be classified as either external or internal fac-
tors. External factors, such as budgetary constraints, are one determinant
of public administration modernization for national governments. Overall,
budgetary constraints have placed additional performance pressure on
most OECD countries. Spain was among the states with the “highest
budgetary pressure and consolidation requirements” during the financial
crisis of 2008-13 (OECD 2015). This is reflected in some of the measures
implemented on the national level, such as no replacement of operating
staff, recruitment freezes, salary cuts, and bonus payment cuts (OECD
2012). As Germany and Finland were among the OECD states experienc-
ing “modest budgetary pressure and consolidation requirements,” their
cutbacks were less severe, focusing on staff reductions through productiv-
ity measures and rationalization of support services.

In Finland, one main driver of reform is the aging population. Finland
has the fastest-aging population in the EU with the resulting well-known
consequences for human resource management and public service provi-
sion. The “Finwin—Towards a New Leadership” program was established
in 2006 in order to reach a common understanding and vision concern-
ing the challenges ahead. Finwin constitutes a platform for all levels of
government to disseminate and draw best practice from the changing
environment.

Furthermore, international, national, and /or sectoral developments
(also from the private sector) revealing outdated processes constitute
another reform driver. This is mainly the case in Germany as a so-called
“NPM laggard” (Eymeri-Douzans and Pierre 2010), where human
resource reforms could be seen as a bottom-up movement with the
national level’s role more limited compared with the local level. The
“translation” of the New Public Management concept into the German
local government context, the so-called New Steering Model (NSM),
has involved a broad NPM-driven reform process on the local level since
the 1990s. Among the NSM elements are HRM-related innovations,
such as recruiting management expertise, teamwork and participation,
performance-related pay, and modern HRM systems (Kuhlmann et al.
2008). While the overall NSM reform process in Germany has been
evaluated as a partial failure (Kuhlmann et al. 2008), this might not
apply to adjunct HRM reforms. Firber et al. (2014) indicate that the
NSM reforms were accompanied also by a general modernization of
HRM.
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Internal factors, such as political motives and legal gaps, led to modern-
ization processes in Spain and Finland. In Spain, a major reform program
for human resource management started in 2007, encompassing all levels
of government. The “Basic Statute for Public Employees (EBEP)” aims
at consistent practices with regard to human resource management in the
public sector. Furthermore, improving the provision and quality of public
services through the adoption of a performance-oriented culture consti-
tutes a main objective (Huerta Melchor 2008).

This short overview shows that there are different primary drivers for
HRM reforms in the public administrations of Finland, Germany, and Spain
and that different levels of government are at the forefront of HRM reforms
in each case. While comparing the effects and outcomes of HRM reforms
is not possible (owing to a lack of empirical evidence), one can derive some
lessons learned from these HRM reforms, especially with regard to change
management. These insights can be very helpful, because successfully man-
aging change requires supportive HRM measures and instruments (Huerta
Melchor 2008; Firber et al. 2014; Kuhlmann et al. 2014).

In particular, communication (such as information and dialogue)
among all types of stakeholders plays a vital role through the entire change
process. A vision and derived strategies /objectives gives people a direction
and a basis for communication and cooperation. Leadership is one main
determinant of success: Even though top managers are not initiators of the
process, they have a pivotal role within the process (that is implementing
change, communication of change, motivating change, and generally set-
ting an example to all employees). In a reform process in which all levels
of government are addressed, an incremental approach towards a change
increases receptiveness to it.

HRM REFORMS AND CHANGE MANAGEMENT IN THREE
Crty ADMINISTRATIONS: THE CASES OF MANNHEIM,
BiLeaO, AND TAMPERE

Institutional Setting

Change processes are generally challenging owing to the nature of the
administrative policy field of reform (often referred as “polity policy”
(Wollmann 2003) as well as, in part, specific regional and local contexts.
These peculiarities are reflected in every single administrative change
process.
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Table 9.2 Reform drivers, design, and duration

Bilbao Mannheim Tampere
Name of  Political management CHANGE? Tampere flows
reform* based on economic
stringency and strategic
budgets
Reform City strategy City strategy, Process optimization,
driver organizational changes, customer orientation
process optimization,
citizen involvement
Reform Top-down Top-down Top-down®
design
Time 2007-11 2008-3 2007-20
frame

Source: Authors, online-survey, Bosse et al. (2013)*

While Bilbao’s initial motivation for reform was to improve the city’s
strategic direction (that is, introduction of a vision, objectives, strategic
planning, and budgeting), Tampere sought to optimize their processes
and further emphasize customer orientation. Mannheim’s reform drivers
constituted a combination of the other two cities (Table 9.2). Personnel
issues (that is training, recruitment, and so on) were not part of the reform
drivers in any of the cities examined.

The various reform drivers resulted in different municipal-specific
reform objectives (Table 9.3) designed to meet the municipal-specific
needs: Bilbao was facing budgetary constraints and Mannheim and
Tampere aimed to improve their administrative culture, while the latter
also tried to focus more on customer needs. Similarities among the cities’
objectives pertain to efficiency, effectiveness, and transparency. None of
the cities had fiscal consolidation as a reform objective.

This is in accordance with Bosse et al. (2013, p. 11), as Bilbao and
Mannheim were running a holistic reform process while Tampere was
focusing on a more specific customer-oriented approach. The main objec-
tive of the cities of Bilbao and Mannheim was to implement management
principles for the administration and political leadership in order to facili-
tate strategic planning, measure outputs and outcomes—thereby increas-
ing transparency—and rationalize the overall decision-making process.
Furthermore, they put substantial reform effort into the field of internal
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Table 9.3 Reform process objectives

Bilbao  Mannheim — Tampere

Increase organizational efficiency (processes)
Increase political steering capacity and effectiveness
Increase citizen orientation and transparency
Increase market orientation and competitiveness
Cost reduction -
Change of administrative culture (for example, -
improve communication, leadership behavior)

Improve service delivery/quality - -
Fiscal consolidation - - -
Budgetary consolidation v - -

SIS
SIS

<!
D N N N NN

Source: Authors, online survey

management and dialogue processes as well as external communication
with citizens and social groups. In contrast to this holistic NPM-oriented
reform process, Tampere took a customer-oriented approach focusing on
strategic and organizational changes—that is, they focused on good man-
agement and on the broader customer’s wellbeing, which was only indi-
rectly part of the other cities” objectives.

Change Process Description (Questionnaive Results)

All three cities defined a timeframe for the change process (definition of
start and end) (Table 9.4). Each city also formulated overall municipal
strategies, visions, and/or objectives right at the beginning of reform.
Two cities—Mannheim and Tampere—based their municipal strategy
on a SWOT analysis. Tampere included a dialogue process already in the
planning phase. In a further step, in Bilbao and Tampere the municipal
strategies were broken down into operative objectives, management tar-
gets, and indicators. These two cities also set criteria to measure success.
Consultants were included in the early stage of the reforms in Mannheim
and Tampere.

The most important actor in the reform process was the mayor, who
was classified as “very important” in all three cities’ responses (Fig. 9.2).
Thereatter, the municipal council was classified as “very important,” except
in Mannheim were it was classified as “fairly important.” Consultants
received a “mentral” rating, while all other actors were classified as “fairly
important.”
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Table 9.4 Change process measures (planning phase)

Bilbao  Mannheim — Tampere

Development of project(s) timeframe(s) v v
Formulation of overall municipal strategy, vision, or v v
strategic objectives
SWOT analysis -
Formulation of operative objectives and/or v -
management targets and indicators

Definition of criteria to measure success (Result/ v -
output and/or outcome measurement)

Inclusion of consultants - v
Determination of reform demand (for example,
dialogue, participation, survey)

Definition of responsibilities - -

A N U U N U N

Source: Authors, online survey
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Heads of departments \ T s Deputy Mayors
» - -

Organization

Personnel department
development

Fig. 9.2 Change process and actors/groups involved (according to importance)
(Somrce: Authors, online survey. Noze: I very important, 2 fairly important, 3 neu-
tral, 4 not very important, 5 not at all important)

The municipal council and the staff council played an important role
within the change process, but while HRM issues were addressed regu-
larly in Mannheim and Tampere, they were only occasionally addressed in
the municipal and staff council in Bilbao. According to the respondents,
the human resource unit was not a crucial player in the reform process
(Table 9.5).
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Table 9.5 Change process and the role of HRM /personnel unit

Bilbao  Mannheim — Tampere

Providing personnel expertise - v v
Project manager - v -
Promoting function - - v

Provision of administrative expertise - - -
Project initiator - -
Expert in change management - -
Coaching of middle /top management - -
Communicator /facilitator of HRM-related aspects v -
Personnel management was not involved - - -

SN

Source: Authors, online survey

For future reform efforts, it is of particular importance to consider the
various difficulties that arose along with the change process. Noticeable
within all three cities were conflicts of interest among the top management
level and their insufficient involvement and commitment. Furthermore,
there were interface problems among departments and agencies. However,
it is remarkable that many well-known problems that usually arise in the
context of change processes did not occur in the sample cities (Table 9.6).
The reason may be that overall the reform processes were well run (labeled
as “excellent”); another possible reason is their concrete implementation
of essential reform instruments.

INSTITUTIONAL REFORM CHANGES TO HRM INSTRUMENTS

A vast number of HRM-related instruments support change processes. We
split a preliminary selection of instruments that are widely considered to
be the most important into three broader categories of instruments: lead-
ership, communication and cooperation; and performance/economic incen-
tives. Furthermore, we then classified the instruments with regard to their
implementation time (before the change process or as part of it). This sub-
division is important in order to identify if instruments were introduced
because of the objectives pursued and in order to evaluate their effects
(Annex Tables 9.A.1,9.A.2, and 9.A.3).

All instruments listed under the category of leadership were imple-
mented in all three cities, with the exception only of rules of conduct in
Tampere (Annex Table 9.A.1). Noticeable is that the implemented reform
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Table 9.6 Change process difficulties and tensions

Bilbao  Mannheim — Tampere

Conflicts among the administrative top management v/ v v
Contflicts among the administrative top management — — -
and the municipal councilors

Interface problems across functional departments v v
and/or agencies

Lack of resources - -
Lack of managerial skills - v
Lack of support from top management - - -
Lack of expertise within the project team(s) - -
Insufficient involvement,/commitment of top and v v
middle management

Lack of communication - -
Inadequate conflict management - -
Inadequate performance review - -
Lack of motivation of involved operative staft - - -
Lack of clear objective(s) - -
Increase of responsibility without salary adjustment - -
Excessive workload /intensification of work - v
Decreased career opportunities and gender equality - - -
(due to flattening of hierarchy/decentralization)

Fear of job cuts and job losses - - -
Collected data/indicators are not used or applicable - - -
in day-to-day work

Opposition coalitions against change process (¢.g., - - v
political, administrative)

SN N < !

N |

Source: Authors, online survey

instruments are closely linked with change objectives in the case of Bilbao
and Mannheim. During the change process, Bilbao implemented relevant
leadership instruments, such as a central steering unit and a change man-
agement system, in order to achieve their objectives, while Mannheim
introduced the complete list of instruments. Tampere was already work-
ing with relevant leadership instruments in order to achieve their reform
objectives. In addition, Mannheim introduced some additional newly
invented leadership concepts, such as the mayor’s dialogue—a dialogue
session between randomly chosen employees and the mayor.

A more diverse picture can be identified with regard to communication
and cooperation (Annex Table 9.A.2). Bilbao and Mannheim introduced
a change management unit, (partly) taking over some original tasks of
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human resources (see Table 9.5). Basic instruments such as intranet, news-
letter, and participation instruments (for example, staff, citizens’ surveys)
had been implemented before the change process. All cities introduced
feedback instruments, such as summaries or improvement actions, which
are necessary in order to run strategic-oriented approaches such as those
taken by these cities. The concept of lifelong learning was introduced only
in Tampere.

Turning to performance and economic incentive velated instruments,
we can see that Bilbao already introduced—with the exception of
prizes/awards—all instruments listed before the change process (Annex
Table 9.A.3). While all cities make use of performance appraisal and evalu-
ation, HRM-related indicators, and contract management, only Bilbao
and Tampere are “closing the management cycle” with performance-
related pay. Mannheim has not implemented performance-related pay due
to strong opposition by the staft council.

Finally, the instruments can be classified according to their importance
(see rating Annex Tables 9.A.1, 9.A.2, and 9.A.3). Evident is a correlation
between newly introduced instruments and a positive perception—especially
in the case of Mannheim. Bilbao has a very positive perception of instru-
ments implemented during the change process, such as central steering
and a change management unit, change management system, and feedback
instruments. Simultaneously, performance-related instruments, which were
already implemented in Bilbao prior to the reform process, are perceived as
neutral. In Tampere, all instruments are perceived as “fairly” helpful.

Impact Assessment: Change Process and HRM Instruments

The following section covers the results regarding change management
and HRM instruments as perceived by the key actors. They expressed their
views by choosing among the following categories: “strongly increased,”
“increased,” “neutral,” “decreased,” and “strongly decreased.” The
answers were clustered according to perceived changes on the znstrumen-
tal, personnel, and organizational level.

Assessment of Change Process

With regard to instrumental changes, the respondents indicated that access
to and quality of training has (strongly) increased in relation to the stra-
tegic objectives of the organization (Bilbao) (Fig. 9.3). Consultation and
dialogue for the operative staff has also increased within all three cities.
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Fig. 9.3 Change process: before-and-after comparison (Source: Authors, online
survey. Note: 1 strongly increased, 2 increased, 3 about the same, 4 decreased, 5
strongly decreased)

Furthermore, the respondents said that careers and competencies are now
more systematically developed.

Results on the personnel level are perceived as neutral with regard to the
quantity of top and middle management staff in Bilbao and Mannheim.
An increase in perception of the quantity of operative staff is seen in
Mannheim. Tampere is the only city where both management and opera-
tive staff levels were perceived as having increased.

On the organizational level, the involvement of top and middle manage-
ment in decision-making processes and their awareness of mission, vision,
and values has increased in Mannheim and strongly increased in Bilbao
and Tampere. Analogously, the ability to steer the organization (that is
setting goals, allocating resources, evaluating the global performance of
the organization, and HRM strategy) has (strongly) increased (Bilbao and
Tampere). The respondents in Bilbao perceive a (strong) increase in the
efficiency (input vs. output) of the organization in managing the avail-
able resources. Furthermore, the organizational culture has increased in
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Bilbao and Mannheim, and the working atmosphere (for example, how
to deal with conflicts, grievances or personnel problems, and bullying in
the workplace) has increased in Bilbao and Tampere. Especially notewor-
thy is that transaction costs (such as costs of cooperation, coordination,
and communication) have, according to the respondents, increased within
all three city administrations. Overall costs of the administrative reform
are classified as neutral in Bilbao and Mannheim, but have increased in
Tampere.

Assessment of HRM Instruments

With regard to seven preconfigured selection possibilities for HRM-
related instruments (Fig. 9.4), there are two instruments perceived as hav-
ing a “positive” impact (“increased” or “strongly increased”) that can be
assigned to the category of leadership: Top management encourages,/pro-
vides feedback from/to employees, and delegation of responsibilities and
competencies. Less positively, the strategy to develop competencies, such
as training plans based on current and future organizational and individual
competency needs, was classified as neutral in Mannheim and Tampere.
Clear criteria for recruitment, for remuneration, and for assigning mana-

© © ©

Clear criteria for recruitment, promotion, remuneration,
rewards & assignment of managerial functions...
Top management is encouraging/providing feedback
from/to employees... - i
. ¢ --#--Bilbao
Delegation of responsibilities & competencies... “Sae = & - Mannheim
Guiding & supporting new people (for example, by | Tampere
means of mentoring, coaching, individual *\
counselling)...

Strategy for developing competencies... ~
Operative staff fears strong performance control...

Performance culture...

Fig. 9.4 Perceived changes in HRM-related measures—instrumental (Source:
Authors, online survey. Note: I strongly increased, 2 increased, 3 about the same,
4 decreased, 5 strongly decreased)
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gerial functions increased in Mannheim and Tampere but were neutral in
Bilbao.

Staff motivation is crucial for the success of change processes, as a
change process always involves personnel (Fig. 9.5). With regard to the
motivation of top/middle management, all cities reported an increase—
in Bilbao even a strong increase. On the operative level, staff motivation
increased in Bilbao and Tampere, but not in Mannheim. Both the top/
middle management and the operative staft have also seen a strong increase
with regard to their workload, while on the management level in Bilbao
and Mannheim this has only increased. Job satisfaction on the operative
level is perceived as neutral in Mannheim and Tampere and has slightly
increased in Bilbao. Social considerations, such as flexible work time,
paternity and maternity leave, sabbaticals, gender and cultural diversity,
and employment of disabled people increased in Mannheim and Tampere.

The organizations’ tocus (Fig. 9.6) is on efficiency (relation between
inputs and outputs) and effectiveness (relation between objectives and
outputs) of HRM-related instruments. Generally, HRM-related costs
have increased in Mannheim due to the change process, while Bilbao and
Tampere kept their budget constant. The change process is seen as being
neutral regarding cooperation and communication among departments in
Tampere, but has increased in Mannheim and Bilbao. Effective internal and

© © ©
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\\\ --e--Bilbao
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Fig. 9.5 DPerceived changes in HRM-related measures—personnel (Noze: 1
strongly increased, 2increased, 3about the same, 4 decreased, 5strongly decreased)
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Fig. 9.6 Perceived changes in HRM-related measures—organizational (Source:
Authors, online survey. Note: I strongly increased, 2 increased, 3 about the same,
4 decreased, 5 strongly decreased)

external communication has increased overall, and even strongly increased
in Bilbao. These two preconfigured selection possibilities indicate that
communication has improved in all cities, but that cooperation has not
improved in Bilbao and Tampere. Relations between the different levels of
hierarchy (political and executive and legislative) have strongly increased
in Tampere and increased in Mannheim and Bilbao. Furthermore, HRM-
related instruments and measures have had a positive impact on customer
orientation and on quality of services.

Overall Assessment of HRM-Related Changes
As a final step in the analysis, we turn our attention to overall HRM related
changes. This illustrates how HRM measures have (un)supportive impacts
on change management and the organization and in what way they influ-
ence success and /or failure (Fig. 9.7).

HRM related énstruments have an impact on communication (within
the administration), cooperation (with other departments and cross-
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Fig. 9.7 HRM-related organizational effects (Source: Authors, online survey.
Note: 1 strongly improved, 2 improved, 3 about the same, 4 worsened, 5 strongly
worsened)

functional units), and leadership. The measures undertaken have had a
positive impact on communication, cooperation, and leadership, with all
three having improved across the three cities.

On the personnel level motivation is a pivotal element for success.
According to the respondents, motivation has improved within the man-
agement and staff levels—with the exception of the operative staff in
Mannheim. Within all three cities, the professional quality of the operative
staft has increased.

The organizational level was positively influenced by HRM measures.
Overall, the respondents testified to an increase in organizational perfor-
mance. In terms of outputs (that is quantity and quality in the delivery of
services and products) and outcomes (the effects of the delivered output
of services and products in society as well as on the direct beneficiaries),
HRM-related measures had an overall positive impact on the organization
though are seen as neutral in Mannheim with regard to outcomes. The
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service quality (such as products delivered in relation to standards and
regulations) and, accordingly, the perceived satisfaction (that is reduced
processing and /or waiting times) of citizens has increased in Mannheim
and Tampere and strongly increased in Bilbao. The same results are
testified to regarding organizational efficiency in managing available
resources (which includes HRM) in an optimal way.

CONCLUSIONS AND HYPOTHESIS

This study has thrown light on a neglected field of research: “today, the
problem with HR reform is not that there are too few reforms or too little
innovation. In fact, the real challenge is the lack of evidence on the effects
of reforms, the neglected role of HRM as such and the ongoing impor-
tance of perceptions and clichés” (OECD 2015, p. 14). To fill this gap,
the above sections examined HRM reform processes in Finland, Germany,
and Spain. The, albeit limited amount of, relevant literature indicates that
the main HRM reforms were initiated, broadly speaking, because of an
aging population in Finland (Finwin), the introduction of NSM concepts
in Germany, and the need to establish coherent HRM practices in the
public service sector (EBEP) in the context also of budgetary constraints
in Spain. The reform initiatives were addressed from the national level in
Spain and Finland, while Germany clearly shows a bottom-up-approach,
with the implementation of NPM instruments on the municipal level,
while the state and central levels lagged behind.

Reviewing the cities of excellence, it is apparent that there is a link
between HRM and local change processes. The change and HRM process
in Bilbao and Mannheim focused on a holistic management cycle with
NPM elements, while Tampere specifically addressed the improvement
of customer services. More specifically, all three cities aimed to improve
efficiency, effectiveness, and transparency, but each city had also fur-
ther objectives: Bilbao sought budgetary consolidation, Mannheim the
improvement of administrative culture, and Tampere the improvement of
service delivery/quality and administrative culture.

Observing the conditional change factors, for example, macro-trends
and reform drivers in the three countries, and contrasting them with the
knowledge obtained from the sample cities, one can clearly state that there
is a high cross-country variance, an outcome observable due to the most
similar case design applied herein.
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Institutional Changes

The key actors within the institutional settings are the respective may-
ors (mean value, 1.3), which is not surprising given that all three cities
followed a (mostly) top-down driven change management approach
(Fig. 9.2). The most important stakeholders that had to be addressed
within this approach were the municipal council (1.3), followed by
staff representatives and all employees regardless of their position
(2.0). The only rather neutral position was assigned to consultants
(2.6).

Financial and budgetary constraints seem to influence the degree of
“centrality” (top-down) in the implementation of the change process,
at least in the city sample selected. Bilbao, where the fiscal pressure was
highest, had the most stringent top-down approach with a consolidation
objective. It was also the city where mayoral influence was highest and
employee and citizen involvement was lowest (Fig. 9.2). The middle posi-
tion was taken by Mannheim; followed by Tampere (both had no explicit
consolidation objective during the change process, although Mannheim
has recently introduced one). Assuming that this observation is generaliz-
able, one can state:

(Hla) the higher the external financial pressuves on city administra-
tions (fiscal and budgetary), the move likely a top-down approach will be
followed (for example, avoiding deliberative and participatory elements
and n citizens’ ovientation, less likely to involve employees and other
departments, including HRM units, instead fostering mayoral influence
and so on).

With regard to the institutional setting and respective competencies,
it is striking that the organizational and HRM units were kept almost
entirely out of the implementation process (Table 9.5). Instead, a strict
top-down approach was followed. This leads to the proposal that:

(H1b) cities of “excellence” make heavy use of the available HRM men-
sures “tool kit,” but when it comes to the implementation of these measures,
the administrative units in charge of the process (irvespective of phase, for
example, planning or implementation) ave NOT the HRM/organizational
unit.
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Assessment of Change Management

To run change successfully, it seems necessary that a clear timeframe
and vision/objectives are set. The strengths and weaknesses (SWOT)
have to be identified right at the beginning of the change process (a
SWOT analysis was not conducted in Bilbao, perhaps because of the
budgetary consolidation and was identified as the main “weakness” in
that city’s approach) (Table 9.5). Furthermore, in order to success-
fully manage change operative objectives and management targets
(including indicators) have to be derived from the vision and criteria to
measure success have to be set. Overall, this strategic approach might
explain that:

(H2) conditional fuctors and “starting conditions” (vule of law tradi-
tion, budgetary framework conditions, administrative discourse and so on;
Kublmann and Wollmann 2014) have a non-significant influence on the
success of overall change processes—more velevant is the pursuit of o “strategic
pathway to change.”

Assessment of HRM Instruments

In addition to the reform path, HRM instruments (might) play an impor-
tant role in successfully run change. With regard to instruments, Bilbao
could be classified as the most modern public administration, as they
were already working with almost the whole set of instruments prior to
the reform (Annex Tables 9.A.1, 9.A.2, and 9.A.3). They thus had to
implement only 10 out of 37 instruments. Finland had only to imple-
ment a customer-oriented approach, as they worked already with most of
the leadership and communication instruments. Overall, they needed to
implement 11 more of 37 instruments. Further, Mannheim had to newly
implement 23 out of 37 proposed instruments. In this context, they could
be classified as the reform laggard within the city sample.

Currently, all preconfigured instruments in the questionnaire have been
implemented in all three cities, with only minor exceptions. These find-
ings notwithstanding, all cities of excellence had a similar emphasis in
their choice of reform instruments, this being an excessive use and assess-
ment of leadership, communication and cooperation instruments, but a
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reluctant use and assessment of performance /economic incentive instru-
ments. Based on this it could be proposed that:

(H3) conditional fuctors have an insignificant influence on the implemen-
tation of HRM instruments, indicating that theve is o mix of “core” instru-
ments that ave used, leading to a “convergence of instruments.”

Overall, less positively rated are all instruments with regard to perfor-
mance measurement and all items pointing into a performance culture or
regime (Annexes Tables 9.A.1, 9.A.2, and 9.A.3). The key actors rather
“neutrally” assessed performance measurement. These findings are con-
sistent with other studies, such as in the UK, showing that audit and per-
formance regimes tend to be critical in the long run for several reasons
(for example, data cemetery, over-steering, transaction costs and so on)
(Lowndes and Pratchett 2012).

HRM measures’ assessment on the organizational performance is
rated overall positively (Figs. 9.4, 9.5, and 9.6). An increase in motiva-
tion at the top and middle management level is observable, whereas the
operative staff reaction tends to be rather neutral or moderately posi-
tive. This is quite surprising because the workload resulting from the
change process increased mainly for the top-level management and not
for the operative staff. This puzzle, an increase in motivation despite
an increase in the workload, can be solved if one takes the results from
another study into account (Firber et al. 2014): in-depth interviews
with key reform actors showed that a clear city strategy, leading to
transparently defined and broadly communicated operative objec-
tives, results in an enormous increase in intrinsic motivation, as every-
day work gains “meaning” and the purpose of work becomes more
comprehensible.

Further, a positive impact on the organization with regard to orga-
nizational efficiency and effectiveness can be observed. Remarkably,
HRM-related costs arising from the change process are neutral—they
increased only in Mannheim—while at the same time there are perfor-
mance improvements for all organizational issues (efficiency, effectiveness,
service quality, and customer orientation).

Summing up the findings of the assessment of HRM instruments, we
can say that:
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(H4) some instruments (for example, feedback instruments) ov catego-
vies of instruments (leadevship; communication and cooperation) arve
better vated (with move positive effects) than othevs (performance and
economic incentives), regavdless of when they weve implemented (before
or after the change process). This indicates that time of implementation
is not crucial for successful HRM veforms. The implementation of the
“vight” instruments (vegavdless of the point in time) not only helps to
achieve positive overall effects, but also avoids unintended negative effects
like veductions in motivation ov quality due to work overload.

Overall Effects

To gain an insight into HRM-related effects, it is fruitful to contrast
reform objectives (Table 9.3) and the overall impact assessment of
HRM instruments (Fig. 9.7). All three cities addressed efficiency and
effectiveness as reform objectives. According to the respondents, both
of these aspects (even strongly) improved (in Bilbao) owing to HRM
reforms. The objective of “budgetary consolidation” set in Bilbao was
achieved and surpassed—Bilbao is the only large municipality in Spain
that is debt-free. Moreover, Bilbao also shows the best results among
the sample cities with regard to the efficiency of the organization and
the effectiveness of leadership (since all other items are perceived alike in
Mannheim and Tampere).

Beyond these findings, there is no correlation between additional
objectives set and positive HRM-related effects on change. For example,
Mannheim and Tampere aimed to enhance the administrative culture, but
motivation has increased in the same way in Bilbao despite it not having
specifically addressed the issue. Further, Tampere aimed to improve service
delivery and quality, but Bilbao has achieved better results with regard to
the quality of services even while not setting it as an objective. Of course,
this discourse neglects the fact that all three cities faced different starting
positions; therefore, one city might have achieved “more” in absolute or
relative terms, while showing “less” improvement within this rating.

In addition to the problems accompanying change processes, such as
the acceptance of innovations, long decision-making processes, inflexible
hierarchies, and coordination problems between different management
levels, there is one peculiarity worth mentioning: the clearly evidenced
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need to mainstream and establish a culture of “project management”
alongside the hierarchical steering of the city administrations. Most of
the new HRM and change process measures need to be carried out as a
“project” throughout the whole organization. This means technical teams
(whether in the ICT unit, the HRM or personnel unit, organizational and
administrative reform units, or other cross-functional units) need to be
empowered to carry out those tasks. A striking finding is, therefore, that
all three cities of excellence established a central steering unit, which
served more or less as an “internal counseling” unit with its staff acting
as project managers to advance the respective projects on all levels of the
organization. Therefore, one can state that:

(H5) successful change processes vely on the empowerment of technical teams
as o necessary but not sufficient condition of ensuring a project management
that secures the successful implementation of reform measuves.

Lastly, this study has shown that it is possible to successfully transform
city administrations with change concepts and supporting HRM mea-
sures even in times of crisis. However, some critical success factors must be
taken into account: proper planning of strategy, clearly communicated and
transparent (overall) objectives, formulation of mission statements appeal-
ing to staff and management, technical empowerment, fiscal responsibil-
ity, and—Ilast but not least—a strong top-down approach with a very high
level of commitment and involvement by the top management. Through
combining these factors, a “continuous culture of improvement” may be
achieved. This leads to the conclusion that:

(HG) ceteris paribus, even in a hostile economic climate, successful change
processes and HRM reforms can be effectively conducted as long as critical
success fictors ave taken into account.

Finally, with regard to further research, more attention has to be given
to the question of cansality and the divection of effects. In other words, causal
links between proper planning, a “correct” mix of instruments, and /or the
inclusion of all relevant actors as well as other conditional factors such as
local law or municipal voting systems must be empirically tested in order
to clearly identify what distinguishes “success” from “failure.”
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ANNEXES

Table 9.A.1 HRM-related instruments on leadership: implementation and
importance

Bilbao Mannheim Tampere BMT

Already  Impl. Alveady Impl. Already Impl.
impl. impl. impl.

Establishment of a central v v v 11 2
steering unit

Establishment of a v v v 11 2
change management

system (for example,

project management,

pilot projects,

monitoring, reporting on

the follow-up)

Top-down feedback v
Structured personnel v

selection process

Establishment of a v v v 21 2
personnel development,

training, and education

unit

Introduction of v v v 21 2
competence profiles, job

and function descriptions

for recruiting and

personnel development

Norms of good v
leadership

Upward feedback

Coaching

Agreed tasks/ v
responsibilities between
political and

administrative level
Decentralized v v v 22 2
responsibility within

departments

Guidelines of good v v - 31 -
behavior and /or rules of

conduct

AN
AN
—
—
o

AN
SN N
AN
—

[§S)

Source: Authors, online survey

1 very helpful, 2 fairly helpful, 3 neutral, about the same, 4 not very helpful, 5 not at all helpful
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Table 9.A.3 HRM-related instruments on performance/economic incentives:
implementation and importance

Bilbao Mannheim Tampere B MT

Alrveady  Impl.  Already  Impl. Already Impl.
impl. impl. impl.

Non-financial v v v v 31 2
rewarding (for

example, by

supporting social,

cultural and sport

activities focused on

people’s health and

wellbeing)

Contract management v v v 31 2
between council and

mayor(s)/heads of

departments

Performance appraisal v/ v v 31 2
and evaluation

HRM-related v v v 31 2
indicators and

measures

Contract management v v v 3 2 2
between top and

middle management

Performance-related v - v 3 - 2
pay for top and middle

management

Performance-related v - v 3 - 2
pay for operational

staff

Performance v - v 3 - 2
budgeting

Prizes and awards - - v - - 2

1 very helpful, 2 fairly helpful, 3 neutral, 4 not very helpful, 5 not at all helpful
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CHAPTER 10

Provision of Public and Social Services
in European Countries: From Public Sector

to Marketization and Reverse—or, What
Next?
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THE IsSUE: THE REORGANIZATION OF THE PUBLIC SECTOR
IN EUROPEAN COUNTRIES—WHENCE TO WHERE?

In discussing the “external” reorganization of the public sector this chap-
ter addresses the institutional changes which the provision of public utili-
ties and of (personal) social services has undergone. It draws, inter alia,
on the chapters in Wollmann et al. (2016, forthcoming) that were gener-
ated and authored within Working Group 1 of COST Action. For further
sources relevant to the topic, see EPSU 2010; Wollmann and Marcou
2010a; Hall 2012; Bauby and Similie 2014; Wollmann 2014.
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Selection of Services Discussed in This Chapter

The provision of public services essentially encompasses water supply, sew-
age, waste management, public transport, and energy provision (for a
detailed discussion of the concept of public services, see Marcou 2016Db).
In Anglo-Saxon terminology and context they are usually called “public
utilities,” in French services publics industriels, in Italian servizi pubblici or
servizi di pubblica wtilita, and in German Daseinsvorsorge (“provision of
the necessaries for existence”). In European Union (EU) policy the term
services of general economic interest (SGEI) has been introduced to sig-
nify this service sector (see European Commission 2011, p. 2 ff.; see also
Bauby and Similie 2014, Marcou 2016a;).

By contrast, personal social services as well as bealth services relate to
attending to individual social (or health) needs. In EU terminology they
are labeled “social services of general interest” (SSGI) and include “health
care, childcare, care for the elderly, assistance to disabled persons or social
housing” (see European Commission 2011, p. 2).

While in the literature these two service sectors are mostly treated sepa-
rately, the COST Working Group 1, from which this chapter originates,
has made it a point to comprise both fields in order to achieve more com-
prehensive analyses.

The following discussion will dwell largely on the provision of energy
and water (as public utilities) and on care for the elderly (as personal social
service).

COUNTRY SELECTION

The sample of EU member states dealt with in this chapter comprises
countries in the West—East divide between Western European (WE)
countries and the (ex-communist) Central Eastern European countries
(CEE countries) as well as countries in the North-South divide (between
“Nordic” and “Mediterranean” countries) (see Wollmann 2016).

ANALYTICAL AND EXPLANATORY FRAMEWORK

To analyze and explain the institutional development, our discussion
draws on variants of the “neo-institutionalist” debate (Peters 2011;
Kuhlmann and Wollmann 2014, p. 44 ff. with references), particularly
on historical institutionalism which highlights the impact of institutional,
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political, as well as cultural traditions (legacies, “path-dependencies”), on
actor-centeved institutionalism which emphasizes the influence of relevant
political and economic actors, and on discursive institutionalism which
accentuates the leverage of discourses (political, ideological, or others)
and their supportive advocacy/discourse coalitions (see also Wollmann
2016).

DEVELOPMENTAL (“OVER TIME”) APPROACH

In aiming at a developmental (“over time”) analysis four phases are distin-
guished—to wit,

Development in the (late) nineteenth-century.

Advancing and advanced welfare state up to the 1970s.

The impact of NPM and EU market liberalization since the 1980s.
The most recent, “post-NPM” phase since the mid/late 1990s.

(On the concept of sequential phases see Millward 2005; Réber 2009;
Wollmann and Marcou 2010b; Wollmann 2014, p. 49 ff).

GUIDING QUESTION: CONVERGENCE OR DIVERGENCE?

The guiding question is whether (and why) the institutions of public and
social services delivery have shown cross-country and cross-policy conver-
gence or divergence during the respective developmental phase.

NINETEENTH-CENTURY DEVELOPMENT

In the course of the nineteenth century, the provision of “infrastructural”
public utilities (water, sewage, waste, public transport, energy) in their
early basic forms was seen mainly as a responsibility of the local authorities,
and was contemporarily labeled (by conservatives polemically) “munici-
pal socialism” (see Kithl 2001). By contrast, the provision of elementary
personal social services and social care was largely left to charities, philan-
thropic engagement, workers’ organizations, self-help groups and so on.
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WESTERN EUROPEAN (WE) COUNTRIES: ADVANCING
AND ADVANCED WELFARE STATE

Public Utilities

In West European (WE) countries, following the rise of the advanced
welfare state which climaxed in the 1970s, the public utilities were pre-
dominantly provided by the public (state as well as municipal) sector:
directly (“in house,” en 7égie) or through “corporatized” (“hived oft”)
public/municipal companies (“municipally owned enterprises,” MOEs;
see Grossi and Reichard 2016) and organizations. The “quasi-monopoly”
wielded by the public sector in service provision was meant to ensure ser-
vice provision took place under the (direct or indirect) control of (elected)
public authorities (“government”) as the advocate of the “public interest”
and “political rationality.” The non-public, non-profit (“third”) sector, let
alone the private sector, was largely sidelined in such service provision (see
Wollmann 2014).

For instance, the energy sector was “nationalized,” that is, taken from
ownership and operation by predominantly municipal (or private) inter-
ests and placed in the hands of the state. This took place in the UK in
1946 under the incoming (social democrat) Labour government and in
“Gaullist” (conservative, nationalist, centralizing) France in 1948 by the
creation of the state-owned energy giants Electricité de France (EdF) and
Gaz de France (GdF).

The water sector was owned and operated by the municipalities and
their companies in Germany, Italy, and Sweden, while in France the
municipalities traditionally largely “outsourced” water provision (gestion
déléguée) to private companies (see Citroni 2010; Lieberherr et al. 2016).
By contrast in the UK the water sector was nationalized as well.

Personal Social Services

Under the premises of the advanced welfare state the personal social ser-
vices (such as care for the elderly) were rendered primarily by the public/
municipal sector personnel proper. Again the UK is exemplary: after 1945,
the local authorities built up extended social-service-related structures—
critically identified by some as “municipal empires” (Norton 1994). By
contrast, in Germany, (path-dependently) rooted in the traditional so
called “subsidiarity” principle, personal social services were provided
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primarily by non-public, not-for profit (“welfare”) organizations (see
Bonker et al. 2016).

PosT-1945 DEVELOPMENT IN CENTRAL FASTERN
EuroreaN (CEE) COUNTRIES

In CEE countries, after 1945, following the imposition of the communist
rule and of its centralist “socialist” (late-Stalinist) state, public and social
services were carried out by the central state or by centrally controlled
local level units (for country reports on Poland, Czechoslovakia, and
Hungary see Mikula 2016; Nemec and Soukopova 2016; Horvath 2016;
respectively). A conspicuous exception was Yugoslavia, where a decentral-
ized, “self-management” system with comprehensive local level public and
social services was put in place (on Croatia, see Kopric et al. 2016).

WE CouNTRIES SINCE THE 1980s: NPM-INSPIRED
AND EU-DRIVEN (NEO-LIBERAL) MARKET
LIBERALIZATION

Since the early 1980s in WE countries, the NPM-inspired and EU “neo-
liberal” market-liberalization-driven reorganization of the public sector
was set to dismantle the sector’s dominance and its quasi-monolithic insti-
tutional fabric by (asset) privatization (that is, by transferring the public
ownership and operation to private sector actors), by “corporatization”
(that is, “hiving off” or “corporatizing” units that, while remaining pub-
licly/municipally owned, are given operational, financial and other forms
of quasi-autonomy) (see Grossi and Reichard 2016) and by “outsourc-
ing” (that is, “commissioning” and “contracting out” service provision
to outside, preferably private sector, providers). Hence, through institu-
tional horizontal “decentralization” and pluralization of service providers
a multitude of public/municipal, semi-public, private, “mixed” (public/
private) and non-public, non-profit (NGO-type) providers and organiza-
tions emerged.

Public Utilities

In the public utilities sector in the UK, the Conservative government
under Margaret Thatcher was the first and went furthest among European
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countries in the pursuit of the neo-liberal agenda by, inter alia, (asset)
privatizing the (“nationalized”) energy and water sectors (see Wollmann
2014 for further details).

Personal Social Services

In the UK during the 1980s the government under Thatcher passed leg-
islation on competitive tendering that was directed at putting an end to
the quasi-monopoly of local authorities in service provision and opening
the service market for all (preferably) private sector providers (see Munday
2010; Bonker et al. 2010, p. 106 ff.; McEldowney 2016). Similarly in
Germany. the federal legislation of 1994 was designed to abolish the tra-
ditional quasi monopoly of the non-public, non-profit (welfare) organi-
zations and to open the service market to all, not least including private
commercial providers (see Bonker et al. 2010, p. 111, 2016).

By and large, the UK again epitomized the neo-liberal restructuring of
the public sector in public utilities as well in personal social services after
it had been exemplary, after 1945, in the public sector dominance of the
advanced welfare state.

CEE CountriEs AFTER 1990: THE FUNDAMENTAL
PosT-SOCIALIST TRANSFORMATION OF THE POLITICO-
ADMINISTRATIVE STRUCTURES

After 1990, following the collapse of the communist regimes, the entire
politico-administrative structure, including the institutions of public and
social service provision, underwent a fundamental institutional transfor-
mation. It was driven not least by the adoption of the European “classical”
politico-administrative model, including decentralized local government.
Moreover the institutional remolding was strongly influenced by the
“neo-liberal” and “NewPublicManagement”-guided modernization con-
cepts that then ran rampant in WE countries. Finally, EU policies, not
least in their market liberalization thrust, have increasingly impacted on
the institutional transformation in CEE countries that from the mid 1990s
onwards were preparing for accession to the EU (see Horvath 2016;
Mikula 2016; Nemec and Soukopova 2016).
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SINCE THE MID TO LATE 1990s: INSTITUTIONAL
DEVELOPMENT IN WE AND CEE COUNTRIES

Since the mid-late 1990s the delivery of public and social services has,
in WE as well as in CEE countries, experienced significant institutional
changes on noticeably different trajectories the divergence of which has
been contingent on various factors. Among the latter the conceptual-
ideological and politico-cultural downturn of NPM dominance (in the
“post-NPM” wake of the worldwide financial crisis triggered by the bank-
ruptcy of Lehman Brothers in 2006) and the ensuing budgetary (“sover-
eign debt”) crisis and fiscal austerity policies have loomed large.

Public Utilities

Further Pursuit and Variance of “Corporatization”

Since the mid-late 1990s the trend of “corporatizing,” particularly in
the form of “municipally owned enterprises” (MOEs), has gained fur-
ther momentum driven by the search for more operational flexibility and
efficiency typical of NPM. In a similar vein, “mixed” (public/municipal
private) companies (with an increasing share of private sector, not least
international, companies) and (organizational and contractual) PPPs have
multiplied (see Grossi and Reichard 2016).

Since such “external” actors are, as a rule, guided by their own specific
(functional, often first of all economic) logic and “rationality” horizontally
“pluralized” and “fringed-out” (“governance” type) actor networks have
taken shape and have revealed some “centrifugal” dynamics in operating
largely outside the direct or indirect influence and control of the (elected)
political authorities (governments) and their “political rationality” (for
the government vs. governance debate, see the seminal Rhodes 1997; for
the distinction and juxtaposition of “economic and political rationality,”
see Wollmann 2014, p. 50, 2016). However, within this general trend of
“corporatization,” significant variance due to country and service sector
specific givens can be observed.

In Sweden where public services, “such as municipal housing, water
and sewage services, energy distribution, public transport have to large
extent been transformed into municipal companies ... with a new push for
corporatization since 2007” (see Montin 2016), the MOEs have exhib-
ited a “hybrid” orientation in that, on the one hand, in being exposed to
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the competition by private sector companies, they adopt an “entrepre-
neurial” and profit-seeking “economic rationality,” while, on the other,
in remaining embedded in the local political context of local government,
they also follow a “political rationality” by also taking non-economic
goals, such as social, ecological and other issues, into account (see Montin
2016; Wollmann 2014).

In Germany too the trend towards (“corporatized”) municipal compa-
nies (MOESs) has seized almost all sectors (see Bonker et al. 2016; Grossi
and Reichard 2016). The centrifugal dynamics and “self-interest” of their
MOEs have posed a serious “steering” problem for the local authorities
which they try to cope with by establishing specific administrative “steer-
ing” units.

In Italy during the 1990s the great number of the some 5,000 MOEs
(municipalizzate) were targeted by NPM-inspired national legislation that
was, for one, designed to create a countrywide net of so-called districts
of “optimal territorial size” (ambito territorio ottimale, ATO), each com-
prising several municipalities. Second, water (as well as waste) was to be
rendered, within each ATO, by a sole provider to be contracted by way
of market competition. In its gist, the ATO legislation aimed at reducing
the number of MOEs concerned and at opening the service market to
private sector companies, including international ones. However, in 2011
the legislation on ATOs was repealed, leaving it to the regions to define
their own systems, which resulted in a “situation now more chaotic and
uncontrolled than ever” (Citroni et al. 2016).

A similar strategy to curb the process of “corporatization” of service
provision has been embarked upon in Greece where, since the early 1980s,
under social-democrat leadership, a multitude of MOEs were created as
an instrument of expanding of local responsibilities in service provision in
what was labeled “corporatized municipal socialism” (for details see Tsekos
and Trantafyllopoulou 2016). Since the mid 1990s this “wild growth” of
MOEs has however been trimmed by legislation adopted in 2002 under
which hitherto only “companies of public benefit” can be established

In CEE countries, after 1990, as a key element of post-socialist trans-
formation, the socialist state-based ownership and operation of public
and social services was largely “municipalized,” i.e. transferred to local
authorities, which often established “hived-oft” (“corporatized,” in CEE
countries termed “budgetary”) organizations and enterprises. As in WE
countries, this paved the way for private sector, not least international,
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companies to acquire shares and thus for further (at least partial) asset
privatization.

“Outsonrcing”

On the one hand, “outsourcing” service provision, that is, “contracting
it out” to outside providers continued to be widely and even increasingly
employed well into the late 1990s and beyond. This holds true particu-
larly for CEE countries where the transfer of public functions to outside
providers can be seen as a late and deferred move in institutional trans-
formation and (“isomorphic”) adaptation. On the other hand, in some
countries and service sectors the “outsourcing” of public functions and
services has been reversed and counteracted by steps to “re-insource” and
“re-municipalize” them as the local authorities decide to take them back
into their own hands (see below).

Asset (Material) Privatization

In WE countries local level asset privatization has been further advanced
as private sector investors and companies have continued acquiring (in
most cases minority) shares of MOEs or engaging themselves in (organi-
zational or contractual) PPPs. For instance, in Germany and Austria shares
in some 40 percent of all MOEs are held by private investors (see Grossi
and Reichard 2016).

In South European countries the current budgetary (“sovereign debt™)
has increased the pressure to privatize public/municipal assets. For the
case of Greece, see Tsekos and Triantafyllopoulou 2016; for Spain see
Magre and Pano 2016).

In CEE countries the privatization of public/municipal assets is high
on the political agenda as well, as the (post-socialist) institutional transfor-
mation and adaptation is still “unfinished” and since the current budget-
ary crisis has further fuelled this process.

Comeback of the Public/Municipal Sector

In some countries, moves towards the “remunicipalization” of public
services have gained momentum. This is driven by sundry factors: dis-
enchantment with the neo-liberal belief in the superiority of the private
sector over the public sector; rising interest and resolve of local authorities
to regain control over the provision of public utilities; politico-cultural
value change in favor of public sector service provision and ensuing politi-
cal pressure “from below” in local referendums; expiry of the concession
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contracts, and so on. This may be undertaken through “re-insourcing”
the previously “outsourced” service provision or by purchasing back the
previously sold assets.

In internationally comparative perspective the most conspicuous exam-
ple of a “comeback” of the municipal sector in the provision of public
utilities is the energy sector in Germany where the municipal compa-
nies (Stadtwerke) which had lost ground to market-dominating (“Big
Four”) energy companies have regained operational strength and ground
(Wollmann et al. 2010; Hall 2012; Wollmann 2014; Kuhlmann and
Wollmann 2014; Bonker et al. 2016). In other countries, too (even in
France where the still largely state-owned energy giant EdF holds an all
but monopolist market position) the municipalities and their MOEs have
recently made (moderate) advances, particularly in the renewable energy
field (see Alleman et al. 2016).

Similarly in the water sector, “remunicipalization” can be observed
(Wollmann 2014; Bonker et al. 2016; Lieberherr et al. 2016 with
references).

Hungary offers a conspicuous case of remunicipalization and “rena-
tionalization” as, under the (ultra-)conservative government lead by
Viktor Orban that came to power in 2010, the larger cities (particularly
Budapest) and the national government started to purchase back assets
and shares of companies that had been privatized in the course of the post-
socialist transformation after 1990. The Orban government has justified
such (from an ultra-conservative position seemingly paradoxical) measures
by asserting that the private companies abuse their dominant position by
overcharging prices and tariffs (see Horvath 2016).

While in some countries and some service sectors such a “comeback” of
the municipalities and their companies in the provision of public utilities
can be empirically ascertained, the trend appears, pending further empiri-
cal evidence, still bounded. It should be pointed out that of the total
number of the concession contracts which expire (for instance, in France
and Germany), currently the lion’s share continue to be extended with the
previous private sector company, while only a minority of municipalities
have availed themselves of the opportunity of “re-insourcing” and thus of
“remunicipalizing” the services. For instance, in Germany this applies to
just 2 percent of the expired concession contracts (see Grossi and Reichard
2016; Bonker et al. 2016). However, as regards future development it
can be plausibly anticipated that changes in EU and national policies, for
example, on “renewable energy policy turn-around,” and the persisting
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politico-cultural preference for the public/municipal sector as service pro-
vider will foster further “remunicipalization” (for a cautious assessment,
see Bonker et al. 2016; Bauer and Markmann 2016).

Provision of Personal Social Sevvices and Care for Those in Need

Provision of Personal Social Services Between Local Government, Private,
Non-Profit, and Societal Actors

On the one hand, the local authorities and their enterprises/companies
still assert themselves in social service provision. Among WE countries, this
holds true for Sweden where, reflecting the persistently strong role of local
government, the lion’s share (up to 80 percent) of personal social services
are still rendered by the municipalities or their MOEs. However, service
provision by local government units and MOEs has been guided by NPM
principles, such as “purchaser—provider split” and performance manage-
ment. Thus, since the early 1990s “market oriented reforms within elder
care have transformed the role of local government from being the only
provider towards being both purchasers and providers” (Montin 2016).

In most CEE countries, too, the public/municipal sector prevails as
provider of personal social services. A reason for this public/municipal
preponderance can plausibly be seen in the still persistent state-centered
legacy of the socialist state whose “dismantling ... is still in a very early
starting phase” (Nemec and Soukopoa 2016). Thus, in the Czech Republic
and in Croatia, residential care homes for the elderly are almost entirely
run by the municipalities and their staff (see Nemec and Sokoupova 2016;
and Kopric et al. 2016 respectively). While in most CEE countries the
share of non-for-profit (NGO type) providers is corresponding very small
(possibly still pointing at their almost total elimination under the former
communist regime), in Poland 25 percent of the homes for elderly and
disabled persons are operated by NGOs, primarily by church-affiliated
organizations which, in the exceptional case of Poland, “have a long tradi-
tion unbroken even in the communist period” (Mikula 2016).

In Germany, where the (path-dependent) quasi-monopoly of the non-
public, non-profit (NGO-type) “welfare organizations” was conspicuously
abolished in 1994 by “market liberalization” legislation, the composition
of service providers has changed greatly. This shows particularly in the pro-
vision of residential elderly care where by 2011 the share of private sector
commercial providers had jumped to 40 percent while that of municipal
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personnel proper dropped to almost zero—with traditional NGOs still
retaining a share of 55 percent (see Bonker et al. 2016).

More recently in some countries the institutions and actors of personal
social services have been impacted by the budgetary crisis and related fiscal
austerity policies on sundry scores.

Social Enterprises

An institutional impulse came in 2011 from an EU policy initiative (and
funding program) which hinges on the concept and goal of “combin-
ing a social purpose with entrepreneurial activity” in a kind of “hybrid”
orientation and profile. It can be seen as a remarkable move by the EU
to complement and also to rectify the fixation on “economic efficiency”
which otherwise marks the EU’s general market liberalization drive (see
EC 2014a and its country reports on all EU countries). For instance, in
Greece, such “social enterprises” have recently been founded “in a wide
spectrum of services mostly in the social sector (child and elder care)”
(Tsekos and Triantafyllopoulou 2016; EC 2014b).

Political “Top-Down” Initiatives to Get Social Actors (Re-)Involved

Some national policies are clearly aimed at turning the provision of per-
sonal social services and of help for the needy over and back to the individ-
ual and the family; in a broader sense, to the “societal” or “civil society”
sphere which, all in all, amounts to returning to a “pre-welfare state”
profile.

In the case of Italy the municipalities have traditionally played rather
a residual role in direct delivery of personal social services, leaving much
to family networks and non-profit (especially church-affiliated) organiza-
tions. “Recent policy moves set by the Italian governments had the direct
effect to further residualize public social services and to force people to
rely ever more heavily on private provision ... (including) the search for
informal (and possibly cheap) solutions such as “grey” care by migrants”
(Bonker et al. 2010, p. 114; Citroni et al. 2016).

Similarly in the UK where, under a “Big Society” shibboleth proclaimed
in 2010 by David Cameron’s coalition government (see McEldowney
2016; see also Buser 2013 with references), a policy and program are pur-
sued which seem, in their neo-liberal—if not “arch” neo-liberal—essence,
to be targeted at shifting the operational and financial burden back to the
individual, the family, and social peers in what may plausibly be seen as a
“pre-welfare state” stance.
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“Bottom-Up” Initiatives to Get Societal Actors (Re-) Engaged

Mention should be made of the “comeback” of cooperatives and similar
associations of citizens who, on a somewhat traditional track, organize to
help themselves and/or others (for the Genossenschaften in Germany see
Bonker et al. 2016; for the “renaissance” of cooperatives see Bauer and
Markmann 2016).

Moreover, against the backdrop of the financial and socio-economic
crisis and of fiscal austerity measures, societal and civic-society type groups
and organizations have sprung up as voluntary groups, non-public non-
governmental organizations (NGOs), largely non-profit and often act-
ing outside “formal” structures. They have emerged as “grass roots” and
“counter movements” (Warner and Clifton 2013 with references) that
aim at establishing “social networks” to provide help for themselves and
for others.

In Greece local voluntary groups have come to life, at first in big cit-
ies, such as the Atenistasin Athens, then spreading “all over the country”
(Tsekos and Trantafyllopoulou 2016).

In Poland “the dynamic activity of NGOs is often seen as a crucial ele-
ment of “social capital” (and) ... as the remarkable symbol of the shift
from the socialist period (as) ... citizens began to organize many new
social organizations that aim to support (or even replace) state institutions
in solving social problems” (Mikula 2016).

In Turkey a momentous “bottom-up” self-help movement has evolved
in the housing area where, vis-a-vis the failure of national housing policies,
squatter-type (gecekondun, literally translated “overnight”) groups have
emerged in the mushrooming big cities. They “have become the main
self-help mechanism of urban settlement,” with 27 percent of the urban
population, or 1.1 million people, living in such gecekondu quarters as of
2002 (Bayraktar and Tansug 2016).

Comeback of the “Social Community”?

In the recent ascent of societal and civil society types of actors and in the
newly invoked complementary, if not primary, commitment of individuals
and their families to coping with their socio-economic plight, some resur-
facing and re-emergence of the nineteenth-century (pre-welfare-state)
“social community” (Wollmann 2006) might be deciphered.



200 H. WOLLMANN

Pendulum Swinging Back?

Could the signs of the “comeback” of the municipal sector in the provi-
sion of public utilities and of a newly emerging and invoked engagement
of the societal sphere in social services provision be interpreted, in histori-
cal perspective, as the movement of a “pendulum swinging back”?

The “pendulum” image goes back to Polanyi’s seminal work on the
“Great Transformation” (Polanyi 1944) in which long-term swings from
state regulation to the markets and back again were hypothesized (Stewart
2010). Reiterated by Millward (2005), the pendulum image has received
increasing attention in the international comparative debate on the insti-
tutional stages of provision of public and social services (Rober 2009;
Wollmann and Marcou 2010b; Hall 2012; Wollmann 2014).

While the pendulum metaphor, besides being intellectually intriguing,
provides a useful heuristic lens to identify possible developmental stages
and “waves,” two inherent limits and traps should be borne in mind. For
one, the differences must not be ignored that do exist in the respective
historical settings and contextualities, that is, between the current situa-
tion and the historical point of reference. Second, the image should not
mislead one to assume a kind of determinism or “cyclism” in the move-
ment of the pendulum “back and forth” (Bonker et al. 2016; Bauer and
Markmann 2016).
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CHAPTER 11

Municipal Waste Management in Norway
and the Netherlands: From In-House
Provision to Inter-Municipal Cooperation

Harald Torsteinsen and Marieke van Genugten

INTRODUCTION

In this chapter, we describe and compare the institutional development
of municipal waste management in Norway and the Netherlands. Our
focus is on the period from the 1970s to the present. We explore how
local governments have reorganized internally and externally in this
period of shifting and varying financial pressures. The guiding assump-
tion of the book is that the organization of local public services has gone
through three developmental stages: from originally being organized in-
house, through the New Public Management epoch of disaggregation,
autonomization and contractualization (Pollitt et al. 2004 ), maybe even
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privatization, to the contemporary period of post-NPM and re-municipal-
ization (Wollmann and Marcou 2010). The research question in this chap-
ter relates to whether these developmental stages can be observed in the
field of municipal waste management in Norway and the Netherlands. We
compare these two countries because they are relatively similar in many
respects but quite different in terms of crisis experience. While the term
crisis may be true in the case of the Netherlands in the 1980s (“the Dutch
disease”) and the post-2008 period, Norway has so far managed to sail
clear of the worst effects of the international regressions, thanks to its
strong oil-lubricated economy (Loffler 2003, p. 479; Statistics Norway
2008). This difference in terms of crisis experience leads us to expect that
reform pressures may have been stronger in the Netherlands, resulting
in a reform trajectory or organizational solutions different from those
of Norway. Furthermore, the local government systems of Norway and
the Netherlands show significant similarities but at the same time exhibit
important differences. Lidstrom (1996) for instance labels Norway as
North European and the Netherlands as Napoleonic, while John (2001)
describes both countries as belonging to the northern group, although he
also recognizes the legacy of Napoleonic influences on Dutch local gov-
ernment. A basic characteristic of the Nordic welfare states is the dominat-
ing role of local government, primarily municipalities, in public service
provision. The Napoleonic system is characterized by a strong centralized
state, detailed control of local government by state prefects, and mayors
appointed by national government. However, decentralization reforms
have gradually reduced the differences between countries in this group
and the Nordic countries (Lidstrom 1996), and this is certainly true at the
local government level in the Netherlands. These similarities would lead
us to expect a similar reform trajectory in both countries.

To address the research question and these expectations, we use a
typology developed by Van Thiel (2012). This typology enables us to ana-
lyze whether the emergence of organizational forms in the three different
stages has occurred in the same or in different ways in the field of waste
management in both countries.

We find that the trajectory of reform in Norway and the Netherlands does
not match the assumption of the three developmental stages as expected.
Moreover, there are significant differences between the two countries in the
way waste management is organized in these stages. In the Netherlands,
the most significant NPM-related changes took place in the 1970s and
1980s, while in Norway they took place from the 1990s onwards. In rela-
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tion to the last stage, we find no convincing signs of re-municipalization
in either of the two countries in the field of waste management. We do
however observe a strong tendency towards “inter-municipalization” in a
variety of forms, in spite of differences in terms of crisis experience.

In the following sections, we first present a typology of agencies before
addressing the policy field of waste management. Thereafter, we analyze
the three stages of local institutional reform in this field. The chapter con-
cludes with a comparative discussion where we try to explain why the two
countries which have marked differences in crisis experience end up with a
rather similar institutional response in the policy field of waste management.

CONCEPTUALIZATION

Describing and analyzing public service provision across national borders
can often be a challenging task in terms of identifying comparable orga-
nizational forms and finding common labels. This is not only a problem
of language but also of institutional and legal regulations and traditions.
In this section, we present a theoretical framework related to agentifica-
tion theory and based on a typology developed by Van Thiel (2012). The
intention is to make comparison between the two countries easier, irre-
spective of differences in language and institutional legacy.

Agentification' may be defined as a process whereby local government
(as principal) starts to disaggregate its service provision into more or less
autonomous operative units or agencies (agents) and regulates the rela-
tionship between itself and these units by contracts or quasi-contracts
(Pollitt et al. 2004 ). Although this perspective was originally applied for
analyzing processes at the national level, we find it useful for processes at
the local level as well. In Table 11.1 we use this perspective to identify
the institutional forms at the local government level in Norway and the
Netherlands.

Type 0 agencies are actually not agencies and not at arm’s length from
local government. This type comprises traditional in-house provision. Type
1 agencies are at arm’s length from local government but do not have legal
personality, while type 2 and 3 agencies do have legal personality. Type 2
agencies are public-law-based, while type 3 agencies are private-law-based.
With regard to type 4 agencies, the local government that contracts out to
a public or private organization does not have an ownership relation with
that organization as is the case in type 2 and 3 agencies.
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Table 11.1 Types of agencies at the local level in Norway and the Netherlands

Type  Definition

Forms at the local level

0 Unit or directory of the local
government

1 Semi-autonomous organization: unit
or body without legal independence
but with considerable managerial
autonomy

2 Legally independent organization
with managerial autonomy (in
principle public law based)

3 Organization established by or on
behalf of the local government such

Traditional in-house provision:
decentralization rather than agentification
In-house provision by “agentified” units or
municipal companies (in N: resultatenheter
and kommunalt foretak (KF); in NL:
gemeentebedrijven) and forms of inter-
municipal cooperation that are not legally
independent®

Inter-municipal companies (in NL:
Gemeenschappelijke Regeling (GR), in N:
interkommunalt selskap (IKS))

Limited companies (in N: aksjeselskap
(AS); in NL: overheidsvennootschappen)

as a foundation, corporation,
company or enterprise (private law
based)

4 Tendering and contracting out to
public (for example other
municipalities) or private
organizations

Source: Based on Van Thiel (2012, p. 20)

“We discuss the different types in the two countries in the next sections

THE Poricy FIELD OF WASTE MANAGEMENT

In most Western European countries waste management is a municipal
responsibility, although in some cases (Ireland, Italy, Spain, and the UK)
the service is split between for instance the county/province and the
municipality (John 2001, p. 36). In Norway, this responsibility is linked
primarily to household waste where municipalities also have a monopoly.
The Pollution and Waste Disposal (PWD) Act of 1981 instructs munici-
palities to “make arrangements for the collection of household waste” (§
30), and no one may collect this type of waste without the consent of the
municipality. The law has been amended several times, the last time in
2013. The Norwegian Environment Agency (Miljodirektoratet) has the
supreme authority to oversee and regulate how the municipalities practice
their obligations according to this law. It may also order municipalities to
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collect special waste and oblige owners/manufacturers of this type of waste
and industrial waste to deliver it to a municipal waste treatment center.
Over time, public regulations have gradually become stronger and more
detailed, for example, requiring separate collection and treatment of dif-
ferent types of refuse. Fees for household waste are determined by the
municipal councils and should not exceed the actual total cost of providing
the service.

In the Netherlands, traditionally, household waste collection has
been the concern of municipalities and was practiced initially on only
a small scale. With the increase in the amount of waste, the Dutch
central government thought it necessary to develop a more integrated
approach to waste disposal. With the Waste Act of 1979 (integrated
into the Environmental Management Act in 1994) public bodies at
various government levels were given legally specified tasks and respon-
sibilities regarding the formulation, operationalization and implementa-
tion of waste policy (De Jong and Wolsink 1997). The provinces were
responsible for formulating plans on the disposal of household waste,
while municipalities were responsible for the implementation of these
plans (Vereniging van Nederlandse Gemeenten 1979). Dutch waste col-
lection policy focuses on prevention and separation of waste and spe-
cific recycling circuits. Prevention is one of the main priorities of waste
policy. Since 1994, municipalities have had the obligation to supply an
infrastructure for separate collection of organic waste. In addition, they
have to provide facilities for the separate collection of glass, paper, tex-
tiles, electronic products-and hazardous materials. Furthermore, local
authorities are free to decide how citizens have to pay for waste collec-
tion, on the basis of a pricing system based on volume, frequency, bags,
or weight.

INSTITUTIONAL SETUP OF MUNICIPAL WASTE
MANAGEMENT

A major challenge in describing and analyzing the organizational devel-
opment of waste management is the lack of research in the field (Smith
2014). At this stage, therefore, we have to resort to a combination of the
general description of the organization of municipal service provision, case
studies, and public statistics.
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Public-Centred Delivery

Norway (Pre-1990s)

During the 20-25 year period from the mid 1960s to the mid-late 1980s,
Norwegian municipalities went through several reforms intent on enabling
them to harness the task of implementing ambitious national welfare poli-
cies: the amalgamation reform in 1964 and the reorganization reform in
the 1980s, aligning four political subcommittees and administrative struc-
ture. Public services, especially within the dominating policy areas of edu-
cation and health and social services, requiring formal professional training
and authorization, were placed in the hands of public employees (type
0). As for technical services, including waste management, the situation
seems to have varied more, for instance, depending on size and density of
population and settlement patterns. Traditionally, there has been a more
pragmatic openness to the use of private subcontractors in this field (types
0 and 4). Therefore, when the PWD Act of 1981 placed the responsibility
for providing household waste collection and treatment in the hands of
the municipalities, they were free to organize it as they saw fit.

The Netherlands (Pre-1980s)

In the Netherlands, waste management has long since been a task for the
municipalities. In the nineteenth century and the first half of the twenti-
eth century, local governments established municipal services to collect
and dispose of household waste (type 0). Although municipalities bear
the responsibility for the periodical collection of household waste from
any property on their territories, already under the Waste Act of 1979
municipalities were explicitly allowed to decide whether to provide this
service in-house, to contract it out to a private firm (type 4) or to organize
household waste collection in cooperation with other municipalities (type
2). Local governments were even encouraged to cooperate in household
waste management (VNG 1979). Furthermore, in 1950 a special law, the
Joint Provisions Act, was enacted to stimulate and regulate cooperation
between municipalities (Hulst 2005, p. 101).

NPM Reforms

Norway (1990s Onwards)
While the waves of neo-liberalism and NPM spread in the 1980s, first in
the English-speaking countries and later in Europe and other parts of the
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world, Norwegian public opinion and the public sector seemed rather
hesitant and even reluctant to embark on this voyage. Olsen (1996) used
the metaphor of a tortoise to describe Norway’s position. It was during
the 1990s that the NPM ideas first started to influence public discourse
and reforms in any significant way (Klausen and Stahlberg 1998).

In 1992 the new Local Government Act was passed, opening up oppor-
tunities for municipalities to organize their administrations generally as
they liked. The act marked a milestone in the development of Norwegian
local government, gradually leading to less standardization and more vari-
ation in organizational forms. This new freedom seems to have opened
up a window of opportunity for the introduction of NPM-inspired prin-
ciples and practices. A general feature of the reforms now emerging was to
separate politics and administration and to design arm’s-length structures.
Two reforms with special relevance for our topic illustrate this feature: the
“agency” model and the municipal companies.

The first reform, the agency model, is an example of internal agentifica-
tion—Van Thiel (2004) uses the term internal autonomization—whereby
service-providing units, for instance waste services, are structurally more
separated from the strategic apex of the municipal administration and
given a higher degree of autonomy to make decisions concerning inter-
nal operational matters (economy, personnel, organization) than before.
They remain, however, legally integrated parts of the municipality. Also,
contract-like agreements were set up to formulate the performance obli-
gations of the agency managers towards the municipal CEO (Torsteinsen
2012). In other words, they were transformed into type 1 “agents” in
relation to the “principal,” the CEO (radmann).

The second reform, the creation and use of municipal companies
(types 2 and 3) in public service provision, also gained momentum dur-
ing the 1990s (Ringkjob et al. 2008; Bjornsen et al. 2015). Besides many
pragmatic grounds, there was a strong belief that “companification” or
“corporatization” would result in greater transparency, thereby making
accountability and control easier. Further, many grounds for introducing
company forms had a pragmatic character. For example, the traditional
organizational setup in local government was perceived as less and less
adapted to the growing scope and complexity of municipal service provi-
sion. This explanation, in addition to the fact that Norwegian munici-
palities are rather small, may have made municipal companies an attractive
solution, especially within policy fields of low political controversy like, for
instance, waste management. Service provision through municipal compa-
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nies makes it easier to facilitate and formalize inter-municipal cooperation,
thereby avoiding highly controversial amalgamation processes.

The private law limited company (AS) is the most prevalent form and
accounts for more than 80 percent of all municipal companies (type 3),
compared with 66 percent in 2003. Further public law company forms
are the inter-municipal company (IKS), based on the Inter-Municipal
Company Act of 1999 (type 2) and the municipal firm (KF), regulated
according to an amendment of 1999 in the Local Government Act (type
1). The IKS is, like the AS, a separate legal entity with its own board of
directors. However, it is not a limited-liability company like the AS; the
participating municipalities are responsible for the IKS’s total economic
obligations on a pro-rata basis. The KF, however, does not hold a separate
legal status.

Given our focus on waste management, the IKS and the AS are the most
relevant and interesting forms of municipal companies. After a period of
considerable reorganization, from in-house and private sector provision to
provision through inter-municipal companies, the inter-municipal com-
panies represent the most prevalent form in terms of the total political
science and community plannin number of municipalities that they serve;
now 334 municipalities out of a total of 428 municipalities (78 percent)
cooperate in almost 60 IKS form companies; 63 organize their waste ser-
vices through 17 inter-municipal AS companies, whereas 28 municipalities
run this service in-house (see Table 11.2). In addition, some municipali-
ties have exposed their waste service to competitive tendering, resulting
in (often partially) out-of-municipality provision, either by public com-
panies from other municipalities or by private companies. All in all, waste
management appears to be one of the municipal services in Norway with
the highest degree of variation in organizational forms (The Competition
Authorities of the Nordic Countries 1998).

The Netherlands (1980s Onwards)

In comparison with Norway, in the Netherlands at the end of the 1970s the
interest in contracting out and inter-municipal cooperation with regard to
waste collection had already increased. One of the most important argu-
ments for contracting out or cooperating with other municipalities was to
improve the efficiency of policy implementation and to reduce costs as an
answer to the need to achieve cutbacks and enhance the quality of public
services (Van Thiel 2004). The expectation was that the market could per-
form some of the tasks more efficiently and effectively (Ter Bogt 1998).
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Table 11.2 Institutional forms of waste management in Norway and the
Netherlands 2013-14

Type  Institutional Norway The Netherlands
form
No. of Percentage  No. of Percentage
municipalities  of M municipalities  of M
(M) (M)
0,1 In-house, 28 6.6 60 15

decentralized and
agentified units

2 Inter-municipal 334 78.0 60 15
companies

3 Limited 63 14.7 121 30
companies

4 Contracting out 3 0.7 145 36
to public® or
private
companies

Total 428 100.0 386 96*

Source: Norway, based on www.loop.no and own calculations; the Netherlands, based on Rijkswaterstaat
Leefomgeving (2014)

*Municipal, inter-municipal, limited companies, and so on

*Only 96 percent of the Dutch municipalities are included here because 4 percent of the municipalities
have an institutional form that does not fit into the typology

Furthermore, smaller municipalities in particular expected to gain econo-
mies of scale by contracting out or cooperating with other municipalities.
Another argument for these reforms was to separate policy and adminis-
tration so that politicians, policy makers and policy implementers could
concentrate on their core business (Van Thiel 2004 ). The total number of
tasks was growing rapidly, and, to prevent overload, it was held that tasks
that were not genuinely public in character should not be provided by
local governments.

Against this background, local governments rapidly changed the insti-
tutional form of waste collection. Consequently, a variety of institutional
modes came into being. The two alternative modes that were chosen the
most were contracting out to a private firm (type 4) and inter-municipal
cooperation (type 2). In 1984, 249 municipalities out of a total of 750
municipalities (33 percent) contracted out waste collection to a private
firm (Bokkes 1989). In the case of contracting out, activities are con-
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ducted by private organizations, but local governments are still engaged as
commissioner (Ter Bogt 2003). In this mode of production, local govern-
ments put the performance of a service out to tender. Usually, the lowest
bidder gets the award. Contracts differ in duration but are generally short
term, for a fixed number of years (three to five) (Van Genugten 2008).

The number of inter-municipal cooperations also increased in the
period from 1978 to 1982 by 112 municipalities (Bokkes 1989). In each
inter-municipal cooperation, the municipalities establish a separate legal
entity, with transfer of authority, in which they have both governance (that
is voting rights or a representative on the board) and financial interests (De
Kruijf 2011). These inter-municipal companies are mostly single-purpose
organizations and are established on the basis of public law (more specifi-
cally, the Joint Provisions Act). They take the form of a public body or joint
organ. The participating municipalities—&urgomaster, aldermen or mem-
bers of the local councils—are members of the supervisory board and the
board of directors, and in that role have final responsibility. Furthermore,
local governments enter into service level agreements in which the require-
ments of the tasks are stipulated. Municipalities can only withdraw from
the inter-municipal company by paying a fine (Van Genugten 2008).

At the end of the 1990s a new institutional mode became popular in
the Netherlands: the private-law-based limited company (type 3). After
2000, Dutch local governments increasingly chose this institutional form
because they were experiencing high decision-making costs because of
the multiple board levels in the public-law-based inter-municipal coop-
erations. They were hesitant to contract out to private firms because they
did not think that the continuity and quality of service delivery could be
guaranteed. With a limited company, they expected to stay in control of
the company, while at the same time benefiting from the scale effects—
most limited companies are owned by more than one municipality—and
therefore a reduction of costs.

Like inter-municipal cooperations, limited companies are separate legal
entities at arm’s length from the local administration. Local governments
are shareholders of the company and at the same time, as commissioners,
they have a long-term contractual relationship with the limited company as
their agent (Van Genugten 2008). Local governments have crucial powers
by virtue of their shareholding. For example, they have powers to appoint
and discharge the executive board and the supervisory board of the lim-
ited company and to influence the main lines of its strategic policy (Van
Genugten 2008). Furthermore, local governments enter into service level
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agreements in which the requirements of the tasks are stipulated. Aspects
of the production of the public service, for example quantity, quality and
price, are specified in the contract. Local governments can only withdraw
from the limited company by paying a fine (Van Genugten 2008). The rise
in limited companies in this period is primarily at the expense of in-house
municipal services, although there is a small decline in contracting out to
private firms and inter-municipal cooperations too.

In 2014, one municipality in six collected waste themselves, while in
a third of the municipalities waste collection was organized by a limited
company, and in another third it was contracted out to a private firm (see
Table 11.2). Contracting out to private companies is still chosen mainly by
small municipalities, while municipal services can mainly be found in large
municipalities (Rijkswaterstaat Leefomgeving 2014).

Effects of NPM Reforms in Both Countries

As to the effects of different forms of organizing waste collection and
treatment in Norway and the Netherlands, only a few studies are avail-
able. In a Norwegian study, Serensen (2007) argues that in some cases
dispersed and indirect ownership, as in inter-municipal companies, leads
to efficiency losses that are greater than the gains of economies of scale.
User fees and costs are about 10 percent higher when waste services are
provided by such companies compared with services provided by a single
municipality. On the other hand, a couple of studies indicate that arm’s-
length-waste management stimulates entrepreneurship and innovation
(Smith 2014; Andersen and Torsteinsen 2015).

In the Netherlands, studies have mainly investigated the economic
effects of the different institutional forms. Based on data from 1996,
Dijkgraaf'and Gradus (2003) show that on average outside provision leads
to 15 percent lower total costs than in-house provision. In two later studies,
they show that this result is not stable over time. The cost advantage of
private provision in the period 1998-2010 is much larger at the beginning
than at the end, when costs for municipalities with private provision rise
significantly (Dijkgraat and Gradus 2008). Furthermore, short-term con-
tracts (up to five years) with private providers are nearly always the most
cost-saving option. However, overall the cost advantage of inter-municipal
cooperation turns out be greater than private provision (Dijkgraaf and
Gradus 2013). In addition, a study of the transaction costs of the different
institutional forms shows that municipalities with a limited company have
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a higher level of transaction costs than in-house provision and municipali-
ties that contract out to private firms (Van Genugten 2008).

PosT-NPM: Has IT STARTED?

There are few if any signs of a post-NPM development in Norwegian
municipalities. However, the share of municipalities practicing the
agency model has leveled off and recently decreased (Blika et al. 2012).
Also, most municipalities have started to merge some of their agencies
into larger organizational entities (Olsen and Torsteinsen 2012). As for
municipal companies, the growth in numbers also seems to have leveled
off lately (Bjornsen et al. 2015). At the same time, we find no convinc-
ing signs of municipalities dissolving municipal companies and moving
tasks back in-house. To the contrary, there are increasing pressures from
the EU to liberalize the waste market and open it up to private business,
an idea that seems to be met with sympathy in the liberal-conservative
government now in power. This being said, many municipalities seem
to have kept at least rudimentary administrative functions in-house to
oversee the statutory obligations linked to waste management. Neither
do we find any signs of post-NPM development in local waste collec-
tion in the Netherlands. In 2015, after decades of institutional change,
the waste market can be qualified as rather stable. In the future only
incidental changes are to be expected, or else changes that will be the
result of the reduction of the number of Dutch municipalities because of
municipal amalgamations.

COMPARISON OF REFORM TRAJECTORIES

Comparing the institutional developments in Norway and the
Netherlands, we observe that local waste management has undergone
many reforms in both countries. First, the Netherlands seems to have
entered the NPM age a decade before Norway. In the Netherlands we
observe the enactment of many reforms in the 1980s and the rise of a
large diversity of types, namely type 1, 2, and 4 agencies, while reforms
were still limited in Norway at that time, with type 0 agencies as the
main form and some type 4 agencies. Second, from 1990 to the pres-
ent, we observe the development of type 3 agencies in the Netherlands,
although other types remain popular. In comparison, there are more
reforms in Norway in this period with the rise of type 1, 2 and 3 agen-
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cies. In the post-NPM stage, we observe a consolidation of a large variety
of comparable institutional forms in both countries with an emphasis on
inter-municipal cooperation. In Norway the inter-municipal company
(type 2) is the dominating organizational form, while in the Netherlands
the limited company (type 3) and contracting out (type 4) are the most
prevalent forms.

In spite of the fact that the Netherlands was hit hard by the oil crisis
in the 1970s and the financial crisis in 2008, while Norway was hardly
hit at all, both countries have developed relatively similar organizational
solutions for municipal waste, although they were introduced at different
points in time. This could indicate similarities in institutional conditions
(decentralized public service provision, strong local identities), isomor-
phic pressures (NPM-inspired agentification), and structural configura-
tions (municipalities too small to harvest the economies of scale necessary
for waste management).

CONCLUSION

The reform trajectory of waste management in Norway and the
Netherlands does not match the three developmental stages discussed in
the introduction. Moreover, there are significant differences in the reform
trajectories of Norway and the Netherlands. In the Netherlands the most
significant NPM-related changes (second stage) took place in the 1970s
and 1980s, while in Norway these took place from the 1990s onwards.
Nonetheless, increasing agentification seems to be a common feature. In
relation to the last stage, we do not find any convincing signs of re-munici-
palization in the field of waste management. The main explanation for this
is that the influence of NPM in these countries never led to the massive de-
municipalization and privatization of local services—and more specifically
waste management—that seem to have affected the larger European coun-
tries, for example, Germany (Dreyfus et al. 2010). Although agentification
has left its mark on local government in Norway and the Netherlands,
ownership has always been and is still mostly in the hands of local govern-
ment. Instead of re-municipalization we observe a strong focus on inter-
municipalization in a variety of forms.
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NOTE

1. We prefer this term to ‘agencification’ in order to underline the link to
agency theory and to make the approach more general.
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CHAPTER 12

On the Road Towards Marketization?
A Comparative Analysis of Nonprofit Sector
Involvement in Social Service Delivery
at the Local Level

Lars Skov Henviksen, Steven Rathgeb Smith,

Malene Thogersen, and Annette Zimmer

INTRODUCTION

Although, particularly at the local level, nonprofit organizations have played
a central role in the development of modern welfare policies, with few excep-
tions (Wollmann, Chap. 10 in this volume) the topic of nonprofit social
service provision has been on the margins of both local public administra-
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tion and welfare state research. We will take a fresh look at nonprofit social
service provision by first focusing on the varieties of nonprofit—-government
relationships. The distinctive models identified by research into nonprofit
organizations (Zimmer 2010) will facilitate the understanding of country
differences in the role of nonprofit organizations in social service delivery.
Second, with a special eye to a selection of countries, we will discuss changes
in the welfare mix of local social service provision that are the outcome of
processes of adaptation to a significantly changed local environment. The
results of these case studies will be summarized in the concluding section
which from a comparative perspective will highlight common developments
at the local level in social service provision despite the divergence in welfare
regimes and nonprofit—-government relations.

DI1FFERENT WORLDS OF NONPROFIT CAPITALISM

A common terminology for nonprofit organizations was developed by
Salamon and Anheier (1992a, b, 1994), who define nonprofits as private
organizations that are self-governing, voluntary, and not profit-distributing.
Nonprofits operating in a certain limited context (country, region, city)
constitute the nonprofit sector. With a focus on the national level, several
typologies have been developed to help in understanding the relationships
between the public, the private commercial, and the nonprofit sectors
(Salamon and Anheier 1998; Najam 2000; Young 2000). Drawing heav-
ily on historical institutionalism (see Wollmann, Chap. 10 in this volume),
most typologies focus specifically on nonprofits in the social service domain
(Janoski 1998; Freise and Zimmer 2004), exploring differences in the role
of nonprofits in a liberal, a social democratic and a conservative welfare
regime on several dimensions (Esping-Andersen 1990) (Table 12.1).

In the liberal stance, according to tradition and political culture, gov-
ernment is not responsible for individual wellbeing. This leaves ample
space for nonprofit and for-profit social service providers and there is no
preferential treatment of nonprofits that have to compete with commercial
providers on competitive markets of social service provision. The strong-
holds of the liberal regime are the Anglo-Saxon countries, the British
Commonwealth, and particularly the United States.

The social democratic regime stands out for generous public spend-
ing on welfare and a broad spectrum of social services provided by public
institutions. In this situation, there is little room for nonprofit social ser-
vice provision. Scandinavian countries, specifically Denmark, Sweden and
Norway, represent the social democratic regime.
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Table 12.1 Welfare regimes and nonprofit social service provision

Liberal vegime Social democratic Conservative regime
regime

Government Low High Medium or high
spending
Position of Competing with Advocacy function  Privileged position/
NPOs within for-profit enterprises vis-a-vis protected against
social policy government commercial competition
Major supplier  Nonprofit sector on par  Government Nonprofit sector
of social services  with the market
Impact and Professionalization and ~ Marginalization of ~ Development of
side-effects on marketization of NPOs ~ NPOs as social nonprofit cartels within
NPOs service providers the field of social services

Source: Freise and Zimmer (2004)

Close cooperation between selected nonprofit social service providers,
affiliated with either churches or parties, and government constitutes the
hallmark of the conservative regime in which government serves a sub-
sidiary function vis-a-vis a selected number of nonprofits. Social service
provision is decentralized and nonprofit organizations enjoy a privileged
position because they are protected by law against competition from for-
profit as well as public social service providers. The conservative regime
has been found in central Europe and particularly in Germany.

CASE STUDIES

The case studies focus on Germany, Denmark, and the UK. Each “case”
serves as an illustrative example of one of the described models. Germany
and Denmark come closest to the “ideal types” of conservative and social-
democratic regimes while the UK constitutes a deviant case. Originally
very close to the liberal regime, the UK developed in the socialist direction
after 1945, but embraced neo-liberalism earlier and even more rigorously
than the US.

From Subsidiarity to Marvketization: Germany

Subsidiarity-Based Primacy of the Nonprofit Sector in Decline
In Germany, alongside the growth of the welfare state, the “dual system”
(SachBe 1995), which is characterized by close cooperation between pub-
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lic and nonprofit social service provision at the local level, was “uploaded”
to the federal level of government. It was firmly established by the support
of the developing welfare bureaucracy and the umbrella associations of
the nonprofit social service and health care providers, the famous German
Free Welfare Associations (Sachfie 1995; Hammerschmidt 2005).! Still
today, the Free Welfare Associations are the most important social service
and health care providers in Germany (Boeflenecker and Vilain 2013).

Their extraordinary success story is closely linked to a very specific
interpretation of the “principle of subsidiarity” that was incorporated into
German social laws after the Second World War and redefined in favor of
the Free Welfare Associations. Local governments had to abstain from
establishing public social service facilities as long as a nonprofit organiza-
tion, affiliated with the Free Welfare Associations, was able to provide the
service. The subsidiarity-based primacy of nonprofit service delivery (see
Wollmann, Chap. 10 in this volume) prohibited commercial competition
in the social policy domain. As a result, nonprofit organizations worked
more or less on par with public organizations in the areas of social service
provision.

However, the “principle of subsidiarity” never resulted in homoge-
neous levels of public support for social service provision. In Germany, the
federal government in close cooperation with the regional level (Lander)
is responsible for policy-making, whereas the Lander and primarily local
communities are in charge of policy implementation. Hence municipali-
ties have to ensure that the social services are provided, but in terms of
financing the situation is more complex (Scharpf 1976). In some areas the
federal and regional level provides co-financing, while in some fields—
for example, in the area of child care—the local level is the sole funder
(Dahme and Wohlfahrt 2011). In any field of social service provision,
however, the Free Welfare Associations, working more or less on par with
public social service providers, had a very strong market position. Due to
Germany’s tradition of local self-government, the level of financial sup-
port for social service delivery is not fixed; instead it varies according to
the policy field and also according to the economic strength of the local
community. Despite this caveat, German nonprofit social service providers
used nevertheless to operate in a beneficial and protected environment.

Starting in the 1990s, the German version of the conservative model
of nonprofit-government relationship has been undergoing significant
changes: First, the federal government put in place cost containment
strategies in every area of social service provision. Second, the federal
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government modified the “principle of subsidiarity” by allowing com-
mercial providers to operate in the areas of social and health care provi-
sion and hence become eligible for obtaining public grants and contracts
(Backhaus-Maul and Olk 1994). Third, many municipalities, in particular
in the north and east of Germany, when faced with severe fiscal deficits,
introduced austerity measures which have had a serious impact on the
local infrastructure.

One strategy to reduce the municipal deficit consists of selling the local
public hospital to a for-profit health care provider. Another approach the
municipalities have increasingly turned to since the 1990s aims at reduc-
ing the costs for social service provision by applying NPM techniques such
as competitive tendering and contract management. As a consequence,
the “dual system” of public and nonprofit social service provision has sig-
nificantly declined in importance and relevance. Local nonprofit organiza-
tions are today faced with an increasingly competitive environment and
are significantly challenged by for-profit providers.

Currvent Challenges

Today, German nonprofit organizations have to cope with increasingly
“hostile” local environments in terms of funding, stricter regulations, and
competition from commercial providers. The nonprofits trying to deal with
these challenges have embarked on various strategies. First, large nonprofits
in particular—such as hospitals or institutions for the care of the elderly—
have become more businesslike (Striinck 2010). By now, the big service
providers are almost universally incorporated as limited companies, but with
tax-exempt status (Priller et al. 2012, p. 18). Some nonprofits have even
opted in favor of becoming a “real business.” Second, similar to for-profits,
nonprofits in social services are trying to reduce personnel costs. This is
clearly reflected in changes in the staff structure of the membership orga-
nizations of the Free Welfare Associations (Priller 2013, p. 165). Part-time
jobs and even honorary positions are on a steady increase. “Flexibilization”
and the introduction of so-called “mini-jobs” have in recent years developed
into a major cost-cutting strategy of the Free Welfare Associations. Third,
nonprofits in social service provision highly welcome government programs
that substitute “voluntary labor.” By now, there are several federal govern-
ment programs in place that channel individuals interested in volunteering
to nonprofits (Hafl and Serrano-Velarde 2015). The “volunteers” are sup-
ported by a government stipend that also could be looked upon as an incen-
tive for “cheap labor” in the sense that this labor force bypasses the normal
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labor market with its legal regulations for employment and payment. Finally,
the tradition of local self-government in Germany leads to further complex-
ity. Public support of social service provision is compulsory by federal law,
but the respective amount of support is not fixed and depends on the finan-
cial situation of the community.

In sum, the conservative model of nonprofit-government relationships
has undergone significant changes during the last decades. However, how
these changes have played out depends on both the respective policy field
and the economic situation of the local government.

Persistent Public Dominance: Denmark

Local Government and the Role of Nonprofit Organizations in Social
Service Delivery

Despite its large public sector, Denmark has always had a substantial con-
tribution from nonprofit organizations in the social service areas. Though
diminished in its service role after the Second World War, the nonprofit
sector continued to play a role in certain niches—often in close collab-
oration with the public sector (Henriksen and Bundesen 2004; Goul
Andersen 2008). The actual division of labor between public and private
(nonprofit as well as for-profit) providers, however, differs substantially
from field to field because of different legal regulations (Thegersen 2013).
Moreover, Denmark’s political and administrative system is among the
most decentralized in Europe. The high level of local autonomy results in
large variations in the share of nonprofit providers across Danish munici-
palities (Thegersen 2013).

Nonprofit Providers in the Fields of Child Care and Elderly Care

Nonprofit providers in the fields of elderly care and child care are typically
regulated by contracts with local governments. Until 1976, when a new
act on social assistance made the local and regional municipalities respon-
sible for both the administration and the provision of most social services,
child care was almost exclusively dominated by nonprofit institutions.
After the reform, the number of nonprofit day care providers decreased
significantly. Traditionally, nonprofit institutions for the elderly have also
had a substantial share of the market. Their role declined sharply, however,
as a result of a law passed in 1987 which made it possible for municipalities
to close down homes and institutions and convert them into individual
apartments which are rented by the elderly (Thogersen 2013).
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In line with an encompassing municipal reform in 2007 that reduced
the number of municipalities from 275 to 98, social services became sub-
ject to closer central government regulation for two reasons. First, in an
effort to contain total expenditures, owing to the fiscal crisis, municipali-
ties became subject to a centrally controlled tax ceiling which means that
they are not allowed to raise taxes beyond a certain level. Second, state
monitoring increased by introducing citizens’ rights, quality standards,
control systems, and evaluation procedures. These measures have made
the municipalities insist on closer coordination and scrutiny of services
and many municipalities seek to contain costs by relying upon their own
institutions. Much as in Germany, nonprofit service providers are no lon-
ger treated preferentially.

Instead, because of a number of recent legal changes, for-profit insti-
tutions and for-profit service delivery have become more accessible and
presumably also preferable compared with the nonprofit form in the eyes
of (local) government. Since 2005, it has been possible to establish pri-
vate for-profit day care institutions. This reflects governmental efforts
to expand the choice between public and private providers. In contrast
to public and nonprofit institutions, private for-profit organizations can
introduce user charges. Also in regard to homes and institutions for the
elderly, legal changes have favored the private, for-profit form. In 2007,
a new type of institution, the so-called “free care institution,” was made
possible with the double aim of giving users a free choice between public
and private providers and giving for-profit providers access to the care
market. In 2012, 7 percent of all users of elderly care services were placed
in a free care institution (Thegersen 2013). Though it is possible under
these new regulations to take out profit, most of the institutions do not
take advantage of this option but run the institution under the classic non-
distribution constraint. In some cases, for-profit organizations have been
established because municipal contracts with former nonprofit institutions
were terminated.

Currvent Challenges

The expansion of for-profit institutions is indicative of a political orientation
which equates private actors with the for-profit legal form and pays only
marginal attention to the nonprofit form (Produktivitetskommissionen
2014). In some cases, strong local governments even seem to avoid
nonprofit organizations because their taste for self-determination is not
attractive in the current economic climate which demands strong cost-
containment strategies.
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This development is paradoxical for two reasons. First, many of the
organizations that are set up under the new for-profit legal frameworks
are actually run under the classic non-distribution constraint. Instead of
profit, the new legal frameworks seem to be attractive because they pro-
vide the institutions with some of the administrative and professional flex-
ibility that used to characterize traditional nonprofit organizations.

Second, the hostility towards the nonprofit form is advanced in a politi-
cal climate which otherwise pays a lot of attention to the potentials of civil
society for innovation in social services. However, this interest is directed
elsewhere. First, effort has been focused on supporting and channeling
volunteering for social purposes in voluntary associations but also in pub-
lic institutions. In the same way as volunteers are attractive to the Free
Welfare Associations in Germany because they supplement professional
staff and reduce the costs of personnel, so they are in Danish municipali-
ties. The difference is that Denmark does not have national volunteer pro-
grams but relies on local government initiatives and cooperation between
local government and local organizations. Despite these efforts, the share
of the population volunteering within the social or health fields remains
constant (Fridberg and Henriksen 2014). Second, a great deal of interest
has been directed towards so-called social enterprises and social entrepre-
neurs. The specific content of these terms is not clear and it is often hard
to detect if and to what degree they actually differ from former nonprofit
initiatives. They typically target the same problem groups (such as the
long-term unemployed or people with disabilities), they are often founded
on the same legal framework (typically as an association or a foundation),
and they are often subsidized by public money. It is true that they sell
goods and services on a market, but that is also the case for many classic
nonprofit organizations. Social enterprises are few in Denmark and they
are generally small in terms of employment and annual turnover (Thuesen
et al. 2013). That said, their contribution is valuable for the groups that
benefit in terms of employment and quality of life. Their problem, as for
the volunteers, is the diminutive scale.

Regime Hybridity: The United Kingdom

Changing Nonprofit—Government Relations

Originally and in accordance with the liberal regime of nonprofit-govern-
ment relations, local government and nonprofit organizations were largely
responsible for social service delivery in the United Kingdom, with a rela-
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tively minor role for the national state (Lewis 1999). However, with the
growth of the welfare state in the mid twentieth century, the central gov-
ernment assumed greater responsibility in social care and support. With
the introduction of major national programs, the nonprofit sector was
increasingly regarded as providing supplemental services to the state in
social care (Lewis 1999). Particularly after the Second World War, gov-
ernment-nonprofit relationships shifted from the “liberal model” increas-
ingly to the “social democratic model”.

A major change began in the late 1980s and 1990s, however, as London
started to delegate tasks downwards (Kuhlmann and Wollmann 2014,
p. 144) and simultaneously embraced New Public Management (NPM).
The result for nonprofits in social service delivery was twofold: intensified
nonprofit-government cooperation and a shift from the longstanding sys-
tem of grants and subsidies to greater reliance on competitive tendering
and formal contracts (Gutch 1992; Lewis 1999).

In accordance with the overall policy of privatization, cooperation
between local authorities and nonprofits providing social services prolif-
erated during the 1990s and 2000s. Indeed, the Blair government was
very supportive of community-based nonprofits, viewing them as a more
responsive alternative to state agencies. Hence, at the local level, non-
profit-government cooperation changed significantly again. This time,
with the introduction of “compacts” (Kendall 2003; Taylor 2005) that
guaranteed nonprofit organizations providing social services preferen-
tial treatment compared with other providers, in particular for-profits,
nonprofit-government cooperation moved in the direction of the conser-
vative model.

The extension of contract-based cooperation with local authorities
created new management challenges, however. The emphasis on compe-
tition and a direct relationship between government and nonprofit orga-
nizations contributed to a fragmentation of services; and many smaller
nonprofits, especially those representing immigrant or ethnic communi-
ties, encountered difficulty competing for contracts with larger, more
established nonprofits (Smith and Smyth 2010; Baring Foundation
2015).

Recent Developments

Since the Cameron government assumed power in 2010, the role of
nonprofit social service providers has changed significantly. In a dra-
matic fashion, Prime Minister David Cameron announced his “Big
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Society” initiative. Although this has been subject to a wide variety of
interpretations, it was basically an effort by the Cameron government
to involve nonprofit organizations as well as community members and
volunteers more fully in addressing social problems. In practice, the
Big Society has meant more contracting with nonprofit organizations,
but unlike the 1990s it has also been accompanied by sometimes sharp
budget cuts (Wiggins 2012; LVSC 2013a; UNISON 2014; NCIA
2015). Moreover, the Cameron government has not given prefer-
ence to nonprofits in the contracting process. Instead, for-profit firms
have been actively solicited for contracts and in some cases for-profits
have won contracts that were previously the sole responsibility of non-
profits (Aiken 2010; Baring Foundation 2015). Overall, the current
procurement system has tended to reward large for-profits and larger
nonprofits, with many small locally-based nonprofit organizations at
a distinct disadvantage. Many of these have lost significant funding
(LVSC 2013b; NCIA 2015).

Spending cuts are spurring significant interest in innovation in local
nonprofits especially regarding co-production, which generally refers to
the joint production of public services by professional staff in government
and/or nonprofits and users and community members (Bovaird 2007,
2014). Part of the motivation for this interest is an effort to shift the cost
of service delivery to community members. This type of co-production
is also evident in government support for the “personalization of care,”
which has meant shifting more control over service decisions to the users
of services. Indeed, the UK government has just released a report call-
ing for greater use of personal budgets and legal rights for the disabled
(Department of Health 2015). One other key development in social ser-
vices in the UK is the broad enthusiasm for social investment including
hybrid nonprofit/for-profit models (Travis 2010; Social Finance 2010,
2014; Goldman Sachs 2015).

This investment approach fits with many trends evident in the UK
affecting social services: the drive for greater accountability and per-
formance assessment; the engagement of the private sector in the
funding and delivery of social services; greater competition for scarce
public and private funds; and support for social innovation and social
enterprise. These trends are also apparent in the creation in the UK of
Community Interest Companies (CICs) which are regular for-profit
companies with a requirement that they need to fulfill a “community
purpose.”



ON THE ROAD TOWARDS MARKETIZATION? A COMPARATIVE ANALYSIS... 231

CoMMON TRENDS

Overall, the comparison of social services reveals surprising commonalities
despite the wide divergence in institutional histories. The advent of a for-
mal system of social services was rooted in a private culture of local welfare
in all of the countries (Sachfie 1995). Typically, these early nonprofit orga-
nizations were dependent upon individual philanthropy including wealthy
donors to support their services to the poor and disadvantaged.

The growth of the welfare state in the twentieth century, though,
brought significant divergence in the trajectories of the respective coun-
tries pertaining to social services. Germany integrated the system of local
nonprofit service providers into an important part of the government’s
social safety net support. Thus, the nonprofit organizations received
extensive public subsidies, greatly reducing the role of philanthropy in
nonprofit revenues, while at the same time granting the nonprofits sub-
stantial autonomy under the policy of subsidiarity. Denmark followed a
classic Scandinavian, social democratic trajectory: gradual assumption by
the state of previously nonprofit social service providers with local govern-
ment becoming the key direct provider of services. As a result, the role of
nonprofit social services withered significantly even as the diversity and
comprehensiveness of social services increased. The UK presents some-
thing of a hybrid trajectory: the original model of social service delivery
was a liberal one with ample space for nonprofit or voluntary organiza-
tions; then direct government provision at the local level increased greatly,
especially after the Second World War, and hence assigned a more supple-
mentary role to locally active nonprofit social service providers.

In recent years, common trends and developments have again been
apparent, to varying degrees, in all of these countries: increasing com-
petition among social service providers including the growing presence
of for-profit firms in service categories previously dominated by either
government or the nonprofit sector; a widespread interest in social enter-
prise and mixed nonprofit/for-profit models of service delivery; and new
models of user and citizen engagement in service delivery, including more
co-production and personalization of care. Yet, social services in each
country remain profoundly influenced by the institutional development of
the local environment and the relationship between local government and
the nonprofit sector. In Germany and Denmark, countries with a strong
tradition of local self-government, “the continental fused system” of poli-
tics and policy results in a heterogeneous development that differs from
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municipality to municipality owing to disparities as regards the fiscal situa-
tion of the respective community, different legal regulations within differ-
ent service fields, and the local tradition of nonprofit sector involvement in
social service delivery. In contrast, in the UK with its vertical separationist
system, the government in London enjoys comparatively much more lee-
way to foster, increase, or reduce cooperation with nonprofit social service
providers.

Hence, doubtless there are strong tendencies of convergence as regards
the provision of social services at the local level demonstrating the power-
ful effect of the diffusion of ideas across countries, but at the same time
path dependency is still strongly in place as regards the ways local govern-
ments and authorities are changing and further developing the modes of
cooperation with nonprofit social service providers.
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NOTE

1. There are six associations: the German Caritas Association (Caritas/
Catholic), the Welfare Services of the Protestant Church in Germany
(Diakonie/Diaconia/Protestant), the Worker’s Welfare Service (AWO/
Social Democrat), the Association of Non-Affiliated Charities (Parity), the
German Red Cross (Red Cross), and the Central Welfare Agency of Jews in
Germany.
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INTRODUCTION

Local governments are important providers of childcare service but the
features of this provision vary considerably across Europe. Furthermore,
local government roles are changing owing to public budget reductions
arising from the current economic crisis, while demands to increase the
working population strengthen claims for daycare services. This chapter
explores change in childcare governance since the beginning of this cen-
tury and comparatively discusses its consequences for the different local
government systems across Europe.

Increased demands arising from changes in demographics, labor mar-
kets, and social values have turned childcare services into a particularly
dynamic, future-oriented field of the welfare state, the third (non-profit,
social) sector, and the market. The correlation between existing intergov-
ernmental infrastructure and welfare state development has been high-
lighted and systematized by Sellers and Lidstréom (2007, p. 610). They
emphasize the close relationship between decentralization to local govern-
ment and the strength of the welfare state, based on the examples of uni-
versal, egalitarian, and public systems of social provision known as social
democratic welfare states.

Andreotti et al. (2012) agree that many local government systems
have gained power as actors in planning, financing, and implementing
social policies in the past two decades, and conclude that welfare systems
should be viewed as a mix of central and local policies. However, Kokx
and Van Kempen (2010) argue that, besides downscaling from central
government to regional and local tiers, there has also been up-scaling to
supranational agents, that is, to the EU and the International Monetary
Fund. Kroger (2011) describes changes in social service provision result-
ing in “yo-yo effects” of vertical governance patterns between up-scaling
and down-scaling of the central political power, and turns attention to the
most recent up-scaling tendencies in Finland. This phenomenon can also
be observed in Spain (Navarro and Velasco 2015) and other Southern
European countries owing to the fiscal crisis (Teles 2014).

Kuronen and Caillaud (2015) present a classification of 11 European
countries (and respective cities) regarding childcare service policies, verti-
cal governance structures, and legal frameworks. A first group includes
countries with national legal regulations providing rights to publicly
organized or subsidized childcare services, which place a large degree of
responsibility on local authorities to organize them (Denmark, Finland,
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France, and, with some reservations, Estonia). The second group con-
sists of countries with national legal regulations for public childcare ser-
vices and municipal responsibility in service provision, but they are more
limited or divided between the state and local authorities. An important
factor is the age of the child, as service provision for children over three
years of age is more extensive and rights to services are legally binding
(Italy, Germany, Hungary, and Spain). Third, there are some countries
where both national and local public responsibility to organize childcare
services is either limited or even non-existent, or where it has been left to
local (and /or regional) authorities to create their own policies and provide
services (Czech Republic, England, Ireland). There may still be some legal
regulation and inspection of the existing services (Kuronen and Caillaud
2015). This typology is close to comparative European local government
classifications which distinguish between Nordic municipalities with many
tasks and municipalities in the south of Europe which have fewer tasks
(Lidstrom 2003; Kuhlmann and Wollmann 2014).

In respect of the institutionalization of childcare, reforms in several
European countries have included both vertical redistribution of compe-
tences among the jurisdictions and levels (up-scaling, down-scaling) as
well as horizontal re-allocation of responsibilities among different actors
(public, private, non-profit sector, inter-municipal cooperation) (trans-
scaling). Across Europe, there is a common increased demand for formal-
ized childcare services, as well as the explicit, goal-oriented (“Barcelona
targets”) European policy for the development of childcare (European
Commission 2013; Eurofund 2014). A central question arising is whether
the field of childcare has, as seen in other aspects of welfare state provision,
also been a field of converging tendencies promoted through European
policies, many of which are threatened by the financial crisis and retrench-
ment measures.

In this chapter, the seven selected country cases (Estonia, Finland,
Germany, Greece, Ireland, Portugal, and Spain) represent distinctive local
government and state models (Loughlin et al. 2011, p. 11) as well as
welfare state traditions (Esping-Andersen 1990; Ferrera 1996) and family
policy types (Eurofund 2014). The choice is primarily based on the fact
that in relation to childcare governance structures, most of them have
been assigned to different groups (Kuronen and Caillaud 2015). These
countries offer, therefore, a wide range of possibilities for comparison.
Second, they represent geographically different parts (north, south, east,
and west) of Europe and different local government systems with strong
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“welfare municipalities” in the north and weak, and mostly “residual”
municipalities in the south.

Based on secondary literature and existing research in this field, we
will analyze and compare changes in childcare governance within a com-
mon framework, explaining how local governments” responsibility for this
social service has evolved, the extent to which this evolution has affected
the role of local government in the countries under consideration, and the
extent to which we find converging and diverging trends.

CONCEPTUAL FRAMEWORK

According to institutionalist theory, institutional change can mainly be
defined by influential actors (“actor-centered” institutionalism), domi-
nant discourses shaping the “mind frames” (discursive institutionalism),
or strong legacies (historical institutionalism). The latter seems to offer a
useful framework not only for understanding change but also for under-
standing inertia and setbacks. Historical institutionalism offers a set of
concepts such as “path dependence,” “critical junctures,” and “increasing
returns” that illuminate the temporal dimension of change and inertia.
Remaining on the same path is usually a low-risk and low-cost option
(“increasing returns”). On the contrary, changing paths normally brings
higher risks and costs, and that is why path dependence occurs (Pierson
2004). Administrative reforms and policy changes are more likely at “criti-
cal junctures” or when “windows of opportunity” emerge.

Looking back at the development of childcare during the last two
decades, it seems that in several European countries the economic growth
of the nineties in correlation with ongoing decentralization policies and
societal change (for example, labor relations, social values, and demog-
raphy) offered such “windows of opportunity.” In Southern Europe
particularly, decentralization reforms were combined with an emerging
new welfare role for municipalities, sometimes activating effectively non-
existent policy fields, such as public childcare. The effects of such func-
tional reforms can be classified as “political decentralization” (devolution,
when tasks and decision powers are assigned), “administrative decentral-
ization” (when tasks are transferred to local governments) and “adminis-
trative de-concentration” (when tasks are delegated to state or semi-state
entities) (Kuhlmann and Wollmann 2014). On occasion, recentralizing
tendencies can also be observed.
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Sellers and Lidstrom’s (2007) correlation of decentralization with wel-
fare patterns leads to the assumption that territorial allocation of childcare
tasks and responsibilities can, on the one hand, affect the nature of local
government (“welfare municipality”), while on the other hand it is closely
related to prevailing perceptions of childcare policy. An emerging question
is why and how far childcare service policies, corresponding governance
structures, and legal frameworks have changed in the seven different
countries under investigation during the past two decades, and how they
have been affected by the crisis. Hall’s (1993) sociological institutionalist
approach is useful here, because it distinguishes between simple changes,
which are incremental in nature, and radical transformation (or paradigm
shift), which involves changes of the framework of ideas and standards
that “specifies not only the goals of policy and the kind of instruments
that can be used to attain them, but also the very nature of the problems
they are meant to be addressing” (Hall 1993, p. 279). The concept of a
paradigm shift is a good starting point in our discussion of re- and trans-
scaling of organized childcare. According to the historical institutionalist
approach, the authority over a specific policy is of particular importance.
During a paradigm shift, changes occur “in the locus of authority over
policy,” which means that the ownership of the policy and eventually the
corresponding role of local government will change (Hall 1993, p. 280).

Locar GOVERNANCE AND CHILD DAYCARE
IN COMPARISON

The following country cases highlight the institutional evolution of local
governance of child daycare in the seven countries in focus. Our emphasis
is placed on the interplay between national, regional, and local levels of
government, and the dynamics of change characterizing this evolution.
The case descriptions focus on two major questions: first, to what extent
child daycare has been a public service and, second, how the role of local
government has evolved.

Estonin

Much as in the Eastern bloc (for example, Eastern Germany), exten-
sive but low-quality centrally governed public childcare infrastructures
had been developed in Estonia during the Soviet occupation in order
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to facilitate workforce recruitment. After Estonia regained independent
statehood in 1991 there was strong political pressure against institutional
legacies (Kutsar et al. 1998). As the whole society required reconstruc-
tion, childcare policies were left in a political vacuum until the institutional
shift towards down-scaling of central power took place with the Local
Government Administration Act introduced in 1993. The Act obliged
local governments to organize childcare within their respective territories.
The services did not materialize, however. In 2014 the organization of
childcare services in Estonia gained priority in national political discus-
sions affected by the launch of a new Operational Program for Cohesion
Policy Funds 2014-20, according to which it is planned to improve the
availability and variety of childcare services. The Pre-School Child Care
Institutions Act was amended in 2014.

Finland

In Finland local governments have been responsible for child daycare
since 1972. Local governments have had a relatively free hand in arrang-
ing the service, though there are regulations defining such issues as the
competence of employees, and in the late 1990s child daycare became a
subjective right of families. The coverage of organized public childcare is,
however, not particularly high, as many parents take the opportunity to
stay home with their child and this option is supported by public means.
The economic viability of the municipalities varies and hence cuts in local
government services are common. The economic crisis, reflected in the
budgetary cuts at the national level and through diminishing tax incomes
also at the local level, will put further pressure on child daycare, which rep-
resents a universal service to all citizens. Rights once granted are difficult
to pull back, however, and hence local governments are likely to use their
innovativeness in finding other ways to cut the costs.

Germany

The tradition of conservative welfare regime in combination with a
highly decentralized political system resulted in a situation in Germany
whereby “the federal government has had no part to play and the role of
the Linder has been confined historically to the setting of basic regula-
tory frameworks.” (Evers 2005, p. 198). Owing to the reframing of the
childcare policy in a demographic and economic context and the fact that
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the childcare rate for the under-threes was very low in Germany and far
away from achieving the Barcelona objectives, the federal government,
the Lander governments, and representatives of the local level agreed
in 2007 to establish 750,000 new childcare places for the under-threes
until 2013. The new commitment of the federal level for improving
provisions for the under-threes marked “a move away from Germany’s
firmly decentralized approach towards more multi-level responsibility”
(Evers 2005, p. 199). This is mainly expressed by the fact that the federal
level provides financial funds to establish new childcare places. In con-
trast with 2004, a legal right to childcare places for the under-threes was
also introduced and came into effect in 2013. The federal level provides
an additional €4 billion to the Lénder, which are obliged to transfer
the funds to the local authorities as well as to non-profit organizations
providing childcare places. What becomes obvious is that the increasing
demand for childcare places in Germany has resulted in a partial cen-
tralization of the financing structure for daycare places, but not of the
normative or delivery structures, which are still the responsibility of the
local and Léinder level.

Greece

In Greece a mix of public and private entities offers organized childcare.
Up to the late nineties a sparse network of state units was unable to meet
the rapidly growing demand, leaving space for profit-oriented businesses.
In 1997, European funding offered a window of opportunity and the
Ministry of Welfare opted to transfer childcare units to the municipali-
ties, thus decentralizing responsibility for a socially sensitive task. Local
authorities proved their responsiveness and managed to increase the range
of childcare services significantly (60 percent increase in units, more than
100 percent increase in children served) from 1997 to 2013, causing
considerable decommodification and defamilization of this service. In
fact, municipal childcare threatened to collapse in 2012 because of the
unprecedented drop in state grants (down 60 percent in five years) that
was a result of rigid austerity policies following the crisis, and the respec-
tive bail-out agreements. Municipal childcare was temporarily sustained
in 2013 and 2014 through additional EU funds mobilized by the central
government. It is obvious, however, that this is not a sustainable solution.
At the same time, centrally imposed fiscal constraints leave no discretion
even to municipalities that could find their own way of cross-financing
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their childcare services. A successful case of decentralization is therefore
existentially threatened by “locally blind” top-down policies of austerity
and fiscal centralization.

Ireland

Traditionally, childcare services in Ireland have been mainly provided by
the private sector, with little by way of state subsidies for this service.
What regulation exists has been decided at central rather than local lev-
els. After 2000, however, a combination of EU targets (the “Barcelona
goals”) combined with demands to support female labor force partici-
pation saw the creation of approximately 65,000 partially state-funded
childcare places. These new childcare services were coordinated (though
with no requirement to ensure access) and supported (but not funded) at
the local level in Ireland through a network of city and county “childcare
committees,” each operating within a local authority territory and with
local authority members on their governing boards. Thus the immediate
effect of the push to provide more childcare facilities was one of partial
down-scaling of childcare service coordination to the subnational level. A
recent development in the provision of childcare services was the creation
of'a new Child and Family Agency (“Tusla”), which further centralized the
inspection system. Local childcare committees retain mainly informational
and advisory roles only, as well as child protection and training which are
accredited centrally by the new national agency. Thus there has not been
any significant scaling or further down-scaling of responsibility to subna-
tional level since the initial creation of the local childcare committees in
2001.

Portugal

In Portugal, the childcare system is comprised of public and private
(as well as cooperative and nonprofit) institutions that form a national
network to provide a universal pre-school education, overseen by the
national government. The centralized structure of the welfare regime and
restricted public budgets are, however, impeding factors. Owing to eco-
nomic growth and European funding, notable progress in early childhood
education has been achieved. In 1996, the coverage rate for children of
up to three years was 12.65 percent (Vasconcelos et al. 2002). By 2015
the coverage rate had surpassed 38 percent (between three years and the
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mandatory school age it is slightly above 78 percent). The main source
of finance for education in Portugal is central government, which also
ensures institutional coordination. The recognition of the critical impor-
tance of education policies at the local level has urged the government to
initiate conversations with local authorities in order to extend and pre-
pare a significant transfer of competencies to municipalities in this field.
This is still under discussion given the negative feedback, both from the
Portuguese National Association of Municipalities and from parents’ and
teachers’ organizations. Although using different arguments against this
process, financial constraints or simply mistrust towards changes, these
reactions disclose Portuguese political culture and the perceived function
of local governments. Though this drive towards decentralization appears
to be on the move, the next step in this process is also threatened by aus-
terity and post-bailout centralized control measures.

Spain

Our final case, Spain, is a latecomer in developing public childcare services,
though dramatic changes in both outcomes and re-scaling of these services
have taken place over the last two decades. Soon after their establishment
in the early 1980s, the regional governments confronted overcrowded
agendas that included the expansion of the welfare state. They neglected
“infant education” (as childcare is called in Spain, where it is integrated
in the education system), although it was part of their policy responsibil-
ity, and focused on more urgent needs such as compulsory education and
pre-school years (3—6 years). Taking advantage of a flexible general com-
petence clause, local governments took a distinctive approach and started
building the childcare network, compelled by new demands arising from
the increase of women in the labor force in a context of transition from
a traditional “male breadwinner” model to a dual earner type of family
organization. Local authorities were able to respond to citizens” demands
owing to their favorable financial situation. Later on, the Autonomous
Communities, being aware of the strong social demand for wider public
coverage, took two complementary paths. First, they created their own
“infant schools” networks; and second, they stimulated the creation of
new nurseries in municipalities by transferring subsidies to town halls
(Navarro and Velasco 2015). The outbreak of the financial crisis in Spain
led to a retrenchment of municipal work. In 2013, the national parliament
passed the Rationalization and Sustainability of Local Administration Act,
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which determined that municipalities would not continue developing
activities beyond a list of basic services that increases with population size,
including childcare services, unless they fulfill some exigent criteria. Spain
thus represents a case of successful decentralization to local authorities
in a first stage, overlapping of responsibilities between local and regional
entities later on, and a limitation of local action imposed by the central
government triggered by the financial crisis.

CHANGE EVALUATION AND DyNAMICS: A DiSCUSSION

The above country cases reveal that the local governance of child daycare
has been in flux. First, EU incentives as well as domestic changes, followed
by the economic crisis, have all put the childcare governance system in
motion. This becomes obvious when comparing the corresponding two
columns in the following table 13.1, presenting the situation in 2000 and
2015. What we see is that there are major differences in how this particular
public good, child daycare, is governed across Europe. For the first, the
question is to what extent it is a public good, and second, what kind of
governance structure there is. Our particular emphasis here was on the
role of the local governments.

Local governments are important providers of organized child day-
care across Europe and the growth of this service (percentage of cover-
age) is particularly spectacular in Ireland and Southern Europe. This does
not seem to lead, however, to the emergence of “welfare municipalities”
(replacing the traditional “residual municipalities”) in the South of our
continent. Traditional typologies are still valid and suggest that Southern
European local governments are strongly dependent on decisions made
and resources provided by upper levels of governance. In Germany and
Ireland, the services are more heterogeneous, reflecting the way public
services are provided in these two countries (Wollmann 2014). In Estonia
and Finland, private services exist reflecting the purchasing power of well-
to-do families, but the principal actor is local government.

Second, the provision for care of children under three years has obvi-
ously increased, even though the Barcelona targets (90 percent coverage
for children over three years and 33 percent for younger children) have
not been met everywhere (see Table 13.1).

We find growth in daycare services in all of the countries, except Finland
and Estonia, which already entitled all families to obtain a daycare place
in the late 1990s. In Germany, for example, due to a paradigm shift, there
was an impressive increase in public childcare services, with the number of
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Table 13.1 Coverage of child daycare in 2000 and 2014 and responsible public
authority in 2014

Coverage Coverage Provision  Regulation Financing
ofunder 3 ofover 3
2000-15 2000-15
Estonia nodata 34 79 88  Local Central /local Mixed
Finland 31 35 55 63  Local Central Mixed
Germany 8,5 20 90 92 Local Regional Mixed
Greece 2 8 15 69  Local Central State/EU
Ireland 15 24 nodata 90  Local Central State
Portugal 31 38 72 79  Local/ Central Mixed
regional
Spain 8,9 39 95 95  Local/ Central /regional  Mixed
regional

Sources: Eurofund, National Statistical data, elaborated by the authors
Notes: Germany 2002, Ireland 2003

children under three years in organized daycare doubling between 2006
and 2012. We witness rapid increase in the coverage in Portugal, Spain,
and Greece. In other states, namely Estonia and Ireland, it is more a ques-
tion of recent commitment to growth, the results of which remain to be
seen. The growth of childcare promotes the role of local and regional
authorities for welfare policies and care services, even though in most cases
it does not mean devolution but simply administrative decentralization
(Kuhlmann and Wollmann 2014).

Thirdly, the dynamics of the growth differ significantly. Activation has
been facilitated by domestic resources in times of economic growth (Spain),
and larger and stronger municipalities (Greece), while in Portugal local
governments have not been involved in a similar manner. EU resources
and policies (Barcelona targets) have played a crucial role too, promot-
ing changes in policy ownership. Local government activity in organized
childcare promoted decommodification of this service while it also influ-
enced stratification in affected societies (Fenger 2007). However, these
dynamics proved to be vulnerable to restraints imposed by the financial
crisis and austerity policies from above triggering recentralization and/or
trans-scaling tendencies. Thus, they reflect the Napoleonic model of local
government, which is weak.

In Germany, the situation has varied between east and west. The main
change agent has been the federal state, which does not usually engage in
welfare policy. This reflects the high political profile of child daycare services
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and also changes in policy ownership. Ireland bears witness to an emerging
commitment to break the traditionally low coverage of child daycare and
adopt new policy goals (paradigm shift). Estonia is broadening the oppor-
tunities for parents to choose between different types of childcare facilities;
the number of children in formal childcare is increasing unequally across
local areas, however. A “yo-yo effect” of down- and up-scaling central pow-
ers and trans-scaling of service provision influenced both by institutional
shifts and EU policies is shaping this process. Finally, in Finland, the change
is more a rhetorical than concrete one, but if finally completed and realized
it will radically break the universal commitment of welfare services.

Child daycare does not belong to the core competency areas of the
European Union, but it has affected the change in this policy in any case.
The Barcelona objectives represent a soft way of influence (Kettunen
and Wolft 2010), but alongside visible tendencies towards more conver-
gence in life attitudes and aspirations across Europe (Eurofund 2014;
European Commission 2013) they do trigger institutional dynamics of
decentralization.

In institutional terms child daycare represents a radical change in sev-
eral countries, connecting partly to transnational pressures and incentives
to integrate and reach European standards, while in other countries most
of the change is home-made. Not surprisingly, in order to facilitate a para-
digm shift, new kinds of actions are required, such as redefining the role
of the federal state in Germany, or empowerment of local governments in
Estonia, or making principal decisions concerning the rights of children
in Ireland. European funds (or federal funds in the case of Germany) can
be seen as a window of opportunity, as a leap from, say, 20 percent of the
parents having a child daycare place to 50 percent or 80 percent requires
extraordinary dynamics.

CONCLUSIONS

We asked at the beginning of this chapter how the local governance of
a specific policy field, child daycare, has evolved over time and specifi-
cally during the recent crisis. Europeanization, and especially the 2002
Barcelona protocol for the development of childcare services, in com-
bination with the economic growth of the nineties and converging life
aspirations across Europe (especially the shift from the male breadwinner
to the dual earner type of family organization) have triggered the devel-
opment of public childcare structures in several countries. It has also led
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to paradigm shifts where public childcare barely existed in previous years
(mostly in Southern Europe). In several European countries, there was a
trans-scaling from family networks and a decommodification from private
businesses to the third sector and public childcare and a down-scaling of
funds and responsibilities to local government, which was considered to
be more responsive towards local needs and contexts (Wollmann 2014).
However, the growth of childcare did not signify the end of traditional
local government systems and dichotomies in the European continent,
since the role of local government continued to vary and “residual”
municipalities in the South did not transform into welfare municipalities
of the Northern type.

From 2008 onwards, the division of labor between the public, private,
and third sectors has been seriously affected by the crisis and prevailing
austerity policies. There were significant cut-backs in the so-called “social
budgets,” replicating a vicious circle that increased needs for social wel-
fare. Multi-level social governance has also been affected by the crisis,
since in many cases national governments have tended to devolve social
responsibilities to the regional and to the local levels. Devolution of com-
petence to lower tiers is often combined with a contrary trend, that of the
“up-scaling” of control and supervisory powers to upper levels of gov-
ernance. National governments in particular have tended to exert direct
control over local government financial autonomy, resource management,
and decision-making on social policies.

Child daycare belongs to the core of social service provision in EU
member countries while it marks a social service that is nearly everywhere
provided by municipalities. The recent changes in this policy area, arising
from the economic crisis, policy-specific motivations, and more generic
reforms concerning municipal tasks and obligations, have led to redefini-
tions of who is entitled to the service, withdrawal of services, and service
reorganization in terms of scaling and re-scaling. A converse policy shift
seems to have emerged in some countries, following a decade of generous
regional and local investment in daycare centers. The public debt crisis
in 2010 put an end to this growth and recent local government reforms
have limited the autonomy of municipalities in the sector (for example, in
Spain). With the retrenchment of local government, public coverage of
childcare is threatened, while tendencies of up- and trans-scaling could be
enhanced.

This study could not do more than compare broad institutional and
policy developments, however, often taking advantage of secondary data.
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Details of systemic differences, of service organization, delivery, and qual-
ity that would be crucial for in-depth comparison would require case stud-
ies which lie beyond the scope and intention of this chapter and are left
open for future research in this particularly dynamic and understudied
challenging topic.
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CHAPTER 14

Rescaling of Planning Power: Comparing
Functional Planning Reforms in Six
European Countries

Panagiotis Getimis

INTRODUCTION

There are differences between the spatial planning systems in EU coun-
tries. Planning power is exercised at different levels (national, regional,
local), but local government is a crucial key player in planning proce-
dures. Planning refers to a wide spectrum of spatial regulations, restric-
tions, and artifacts which extend from the permit system and land use
plans to strategic spatial planning. In this chapter, we will focus on the
rescaling of planning power in six EU countries foreseen in several institu-
tional planning reforms, mainly in the preordained conventional hierarchi-
cal framework (local, regional, and national). However, we will examine
additionally new planning instruments which signify the shift from gov-
ernment to governance and refer to new “soft spaces” overcoming insti-
tutional boundaries. Rescaling of planning power refers both to vertical
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redistribution of planning competences among the jurisdictions and levels
(up-scaling, down-scaling) and to horizontal reallocation of competences
and roles (trans-scaling) among different actors (public, private, nonprofit
sector, and inter-municipal cooperation).

The section focuses on the conceptual framework upon which we draw
our main hypothesis. The section “Institutional Changes of Functional
Planning Reforms and New Planning Instruments” analyses the institu-
tional changes of functional planning reforms (rescaling of power, down-,
up-, and trans-scaling) and the new planning instruments (strategic plan-
ning, tools of territorial governance) in the six countries over the last few
decades. Furthermore, the different responses of the national planning
systems to the common driving forces of Europeanization, marketization,
and economic crisis are comparatively analyzed and explained. In the con-
clusion (section “Conclusions”) the main findings are summarized, as we
reflect on the hypothesis of the chapter.

CONCEPTUAL FRAMEWORK AND SELECTION OF THE SIX
COUNTRIES

The theoretical framework of concepts used in this study stems, on one
side, from actor-centered institutionalism (Mayntz and Scharpf 1995;
Ostrom 2007), and, on the other side, from the approach of multi-level
governance (Hooghe and Marks 2003; Heinelt 2010) and the politics of
scalde (Smith 2004; Swyngedouw et al. 2002).

Our conceptualization of the causes and effects of planning reforms
relies on the interdependence between institutions and actors, which means
that the institutional contexts influence, but do not totally determine,
the action arena (action situations, actors) (Ostrom 2007). Institutions
constitute the initial conditions, the framework for the actors to inter-
act. Political and administrative actors have some room to develop their
own options, choices, and agendas in trying to influence the decisions
for their own benefit (Scharpt 2000). Actors have the ability to mobilize
resources for action, to develop discourses and practices, in ways that can
change institutional conditions (Scharpf 1997 )—always, however, within
restricted corridors (Benz 2004 ).

From another theoretical debate on “multi-level governance” (Heinelt
2010 ; Hooghe and Marks 2003) and on the “politics of scale” (Smith
1984; Swyngedouw 1998, 2004 ), we draw the conceptualization of the
“rescaling of planning power” within a “flexible political geometry” and
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the opportunities of “jumping of scales.” In the framework of the restruc-
turing of statehood and the doubts raised about the capacity of the politi-
cal system to govern modern societies (Heinelt 2010)-the existing system
of formal hierarchical political-territorial structures is questioned. There is
a need for it to be complemented with horizontal networks (Benz 2004 ),
reflecting the shift from “government” to “governance.” Moreover, new
“soft spaces” of action emerge, referring to “fuzzy” boundaries, which
overcome existing institutional boundaries (Allmendinger and Haughton
2012). Actors reorganize their strategies, while institutions change “sca-
lar configurations,” shifting competences and power upwards, down-
wards, and horizontally. Scales are restructured, redefined and contested,
depending on the socio-spatial transformation and the actor constellation
that prevails in each country (Swyngedouw et al. 2002).

Drawing from the above theoretical approach, we attempt to explain the
different directions of rescaling of planning power among the six countries.
The chapter focuses on the overarching questions of the book (reform
implementation, driving forces/causes) and particularly on the following;:

(a) Are there different directions and intensities of planning reform
(rescaling: up-, down-, trans-scaling of competencies and power)
between different countries or groups of countries?

(b) How can we explain similarities and differences? What are the main
driving forces (causes) of planning rescaling?

(¢) How important are the initial institutional conditions, as factors
explaining the heterogeneity of rescaling of planning processes?

The main hypothesis of the study is:

Countries with different starting conditions (local government type, degree
of centralization, capacities, supervision, and planning type), because of
external and internal driving forces (Europeanization, privatization, eco-
nomic crisis and austerity policies, and territorial and functional domestic
reforms) follow different paths of rescaling of planning power.

The countries to be investigated in the comparison of the planning
reforms and the rescaling of planning power are selected under the fol-
lowing criteria:

1. Belonging in different types of local government typologies (Heinelt
and Hlepas 2006; Hesse and Sharpe 1991; Sellers and Lidstrom 2007).
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2. Belonging in different groupings of countries, concerning local
capacities and supra-local supervision (low, medium, and high)
(Sellers and Lidstrom 2007).

3. Belonging in different types of planning systems (CEC 1997; EU
Compendium, four “planning families™).

The following six countries were selected, which cover to a great extent
all the types of local government systems and belong to the four planning
families (see Annex, Table 14.A.1):

(a) Denmark and Germanybelong to the “comprehensive /integrated”
planning family. Denmark belongs to the Northern local govern-
ment type, with a high level of local capacities and a low degree of
supra-local supervision, while Germany belongs to the Middle
local government system, with moderate/high degree of local
capacities and higher degree of supra-local supervision.

(b) France, belongs to the “regional economic” planning type and to
the Napoleonic/Franco local government type, with low local
capacities and strong supra-local supervision

(¢) Italyand Greece, within the tradition of “urbanism” planning type,
belong to the Napoleonic/Franco local government type, with
even lower capacities and strong supervision.

(d) United Kingdom, within the “land use management” planning
type, belongs to the Anglo-Saxon local government system, with
low capacities and medium/high supra-local supervision.

INSTITUTIONAL CHANGES OF FUNCTIONAL PLANNING
REFORMS AND NEW PLANNING INSTRUMENTS

Planning “Power” and “Functions”

The term “planning power” is used here in distinction with the legal term
“planning function” (competence), since we refer not only to the duties
of local government in the subject of “planning,” but also to the rela-
tions of local government to the central state and the regional authorities,
which determine the relative degree of freedom of the local level and its
strength of planning power. In that sense we focus on planning power as a
relation between the main institutional tiers and on the trends of rescaling
of planning power caused by the dynamic of planning reforms, changing
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the relations among scales. In the same way, Marcou distinguishes munici-
pal “powers” and “functions” in his important study on comparing the
situation of local government in 2007 across several European countries
(Marcou 2007). However, this is a synchronic study, comparing the dif-
ferent country situations in the same period, without analyzing diachronic
trends of the rescaling of local government power, due to functional or
territorial reforms.

Institutional changes concerning vertical and horizontal power rela-
tions in the subject field of planning emerge owing to planning reforms
(incremental or comprehensive), which differ among the EU countries.
They can refer to all the substantive contents of planning competences
of the mainstream planning system at different scales (for example, land
use planning, urban and town planning, building permits, planning of
specific areas like housing, coastal zones, tourism, green, environmental,
and vulnerable areas). Additionally, they can also refer to “new” functions
and planning tools, for example, for geographically coherent spaces, cross-
border areas, functional urban areas, and strategic planning spaces.

Relevant research has shown that Europeanization (ESDP, European
Territorial Agenda, ESPON) has resulted in both convergence and diver-
gence trends among the national planning systems (Farinos Dasi 2006;
Nadin and Stead 2008). However, while the trends of convergence and
divergence have been deeply analyzed (for example, referring to strategic
planning), there is a lack of comparative research on the multi-faceted
institutional rescaling of planning, concerning both te vertical and hori-
zontal power relations (Getimis 2012; Reimer et al. 2014).

Institutional Changes of Planning Reform: Vertical Rescaling
of Planning Power

A general trend that has taken place during recent decades in all six of
the countries examined is the devolution and /or decentralization of plan-
ning power from the central level to lower administrative tiers (down-
scaling). This trend concerns both mainstream planning functions (for
example, land use planning, town planning, the permit system, and so
on) and new planning instruments (for example, strategic planning and
territorial governance tools). Municipalities gain more planning func-
tions and power, while the processes of down-scaling are accompanied
by participatory processes. This trend is either part of a nationally driven
broader territorial and administrative reform, as in Denmark (2007) and
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Greece (1994, 1998, 2010), or it is a long process of incrementally driven
planning reforms, taking place at different periods, without being part
of a broader territorial or functional reform (for example, France, Italy,
UK, Germany) (Wollmann and Marcou 2010). For example, in France
the devolution policy started in the 1980s, followed by a decentralization
planning policy from the 1990s until today (with constitutional reform in
2003 and planning reforms in 2004 and 2010) (Marcou 2007). In Italy
the planning reform in the 1990s further enhanced the strong regions
(“neo-regionalism”), the provinces (Act 142, the territorial provincial
planning reform) and the municipalities (Lingua and Servillo 2014). In
the UK the devolution of planning functions and power to the local level
with the Localism Act 2010 ended a period of experimental attempts to
establish regional authorities (Nadin and Stead 2014; Olesen 2010).

However, parallel to this functional down-scaling to the local level,
there is evidence of an opposite trend: a functional up-scaling of plan-
ning power to the central state, transferring certain competences or veto
functions to the central ministries in crucial issues of strategic planning
decisions, such as natural environment, water resources, metropolitan
management, retail planning, coastal zone management, housing, priva-
tization of publicly owned land, and others. This evidence is drawn from
all the countries examined, with the exception of France,! with its strong
hierarchical “Jacobin” state tradition, where a continuing devolution and
decentralization process still prevails.

In Denmark (“comprehensive-integrated” planning type), parallel to
the devolution of planning power to the merged 98 municipalities (2007),
there emerged a contrasting shift towards the enhancement of planning
power at the central state level through the exercise of veto rights in cru-
cial issues (strategic decisions for environment, water resources, retail sec-
tor, central ministries taking over the strategic planning responsibilities of
the Greater Copenhagen Region).

In Germany (“comprehensive/integrated planning type”) scale-
shifting processes can be observed in two directions: on the one hand
there is a continuing trend of decentralization of competencies. On the
other hand there are signs of functional “up-scaling” of planning tasks,
exceeding the “traditional” administrative boundaries of single munici-
palities (for example, shifting competences and informal governance
arrangements to upper levels with regard to retail development and allo-
cation decisions at a regional scale) (Blotevogel et al. 2014; Zimmermann
2011, pp. 52-6).
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In Greece (“urbanism” planning type), while during the decentraliza-
tion reforms (1994, 1998) planning competencies had been transferred
to the 13 regions and to merged municipalities, owing to legal objec-
tions from the Council of State (spatial planning is considered as a “state”
function) planning power has again been concentrated in the central state
(Ministry of Environment and Planning, up-scaling trend) (Getimis and
Giannakourou 2014).

In Italy, despite the continuing down-scaling of planning power to the
regions and to the municipalities, which became more politically powerful
after the reforms regarding the direct election of mayors (Lippi 2011), a
contrary shift towards the recentralization of planning power to the state
has also emerged, concerning especially the coordination of sector policies
and the management of “crisis” situations (for example, in case of earth-
quakes). Furthermore, the recent abolition of the provinces transferred
competences to both the local and regional levels (Lingua and Servillo
2014).

Finally, in the United Kingdom (“land use management” planning type)
although the recent reformin 2011 claims to emphasize localism (“Localism
20117), and “down-scaling” of planning power to the municipalities (dis-
trict councils, Local Development Schemes) (Gallent et al. 2013), central
government intervention in the planning reform towards “simplification
and streamlining” was very crucial. It reinforces central planning proce-
dures, especially when delivering major transport and energy infrastruc-
tures (Baker and Wong 2012; Nadin and Stead 2014).

Summing up, concerning the vertical rescaling of planning power,
devolution and decentralization is combined with the—often neglected in
the literature—up-scaling trends appearing in all planning types. Central
state intervention in core planning fields is suggested to be a necessary
response to the fragmented and differentiated landscape, which emerges
owing to devolution (Reimer et al. 2014). Pressures towards a “central-
ized decentralization” (Allmendinger and Haughton 2012; Baker and
Wong 2012) are due to the emergence of new spatial problems which
cannot be resolved at the local level.

Planning reforms in each country foresee different roles and planning
powers for the intermediary levels (regions, provinces, and municipali-
ties). While in some countries (for example, Greece and Italy) the regions
are gaining planning power, in other countries they have lost planning
power or have been abandoned (for example, UK in 2011, Denmark in
2007) in favor of the local level (Mouritzen 2011). These differences
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reflect both the historic role of the intermediary tiers and the different
scope and priorities of the administrative and planning reforms prevailing
in each country. For example, other reasons have led the Greek govern-
ment to establish 13 regional authorities with development and planning
competences (with the assistance of EU structural funds for Objective 1
regions) and other priorities have been chosen by the Danish and British
governments to abolish or downgrade the regional level (economies of
scale, decentralization, localism).

It is worth mentioning that diverse trends exist among the countries
in terms of the binding or non-binding/optional nature of the planning
regulations for the lower tiers, and the latitude and flexibility of the com-
petences of planning institutions at the local level. Here again we detect
a bipolarity among countries concerning the variables of centralization,
of local capacities, and of the degree of supervision of local government.
In countries with strong local government capacities and a relatively low
degree of supervision, like Denmark and Germany, regional plans are
indicative and non-binding for the municipalities, enabling more options
for local planning authorities. On the other hand, in countries, like Greece
and Italy, with hierarchical planning regulations, regional plans are strictly
binding on the lower tiers and reduce the flexibility and latitude of plan-
ning practices at the local level. In the UK particularly, the recent “down-
scaling,” giving emphasis to localization for land use planning, promoted
greater consensus around a more open local system of planning, in which
“decisions are localized and taken closer to affected communities” (Gallent
etal. 2013, p. 564).

Hovizontal Trans-Scaling of Planning Power and New Planning
Instruments (Strategic Planning, Instruments of Tevvitorial
Governance, “Market-Led” Planning)

Planning reforms affect not only the vertical relations of planning
institutions, but also the horizontal relations among multiple institu-
tions and actors involved in the new planning processes. The European
Spatial Planning Agenda (including territorial cohesion, strategic plan-
ning, ESPON) had an influential role on the national planning systems.
However, while different paths of the vertical rescaling of planning power
have emerged in the countries examined, all countries have introduced
similar new planning instruments (strategic planning, territorial gover-
nance tools), which enhance “trans-scaling” of planning power to multi-
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actor cooperation schemes (inter-municipal cooperation, and public and
private partnerships).

Furthermore, deregulation (privatization and marketization) and
the recent economic crisis have strengthened the market orientation of
planning, with a variety of manifestations. In the last two decades in all
the countries examined there has been a common shift towards a more
development-oriented spatial planning approach, aiming at better coordi-
nation of economic planning, regional development, and sector policies
(especially infrastructure networks). This shift represents the need to facili-
tate investments (“market-led” planning) and to involve private stakehold-
ers in the framework of territorial governance.

A characteristic example of enhancement of the horizontal trans-scaling
of planning power is the case of France. The spatial planning reform of
1999-2000 focused on “territorial coherence and coordination” (Plan
locad d’urbanism (PLU), Schéma de cobérvence tervitoriale (SCoT) 2003),
placing emphasis on coordination between cities and regions in spatial
planning practices. It was based on a non-binding national strategic devel-
opment perspective (SNADT). The need for horizontal cooperation and
complementarity is based on new institutional settings ( Ezablissement public
de coopération intevcommunale (EPCI), development councils) developing
planning strategies for “geographical coherent spaces” beyond and across
jurisdictions (“soft” planning and “fuzzy boundaries”). Furthermore, the
French planning system is shifting from the “regional economic” planning
type to the “comprehensive/integrated” type, incorporating elements of
horizontal integration and participatory procedures (for example, devel-
opment councils) (Geppert 2014, pp. 118-20). However, horizontal
networking in planning arrangements refers mainly to the “inter-munic-
ipal” coordination and secondary to the contractual involvement of pri-
vate stakeholders (PPPs). Thus the shift towards “market-led” planning in
France is moderate and partial, following the general trend of the French
model of “functional privatization” through delegated contracts of specific
functions to private stakeholders (Citroni 2010; Kuhlmann and Wollmann
2011, p. 153).

Similar new planning instruments enhancing horizontal trans-scaling
of planning power and multiple actors’ participation are found in the
countries belonging to the “comprehensive/integrated” planning type
(for example, Denmark and Germany). In Denmark, the decentraliza-
tion reform (2007) enhanced further multi-actor participation and stra-
tegic planning in relation to economic planning and sustainability at the
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regional level and at the local level (traditional land use plans, broad spa-
tial development plans, and land use planning as a strategic management
tool). In Germany, incremental reforms have aimed at the enhancement
of multi-actor participation, promoting new informal strategic planning
instruments and concepts at all spatial levels (especially the regional level),
complementing the existing mainstream formal instruments. The role of
private stakeholders in spatial planning processes is limited in consultation
procedures, initiated and organized by the planning authorities (Blotevogel
et al. 2014). Therefore, in both countries, the impact of “privatization/
marketization” on the trans-scaling of planning power is moderate, since
the role of private stakeholders in strategic planning and territorial gov-
ernance arrangement is reduced to within certain limits which are set by
the public actors (municipalities, regions, and metropolitan governance
arrangements) (Kuhlmann and Wollmann 2011; Waterhout et al. 2012).

In the countries belonging to the “urbanism” planning family (Greece
and Italy), there is evidence of similar trends, which introduced new plan-
ning instruments of horizontal trans-scaling. Thus, in Greece, there is evi-
dence of a complementary approach to the mainstream “physical planning”
(statutory, ex post land use regulations); a strategic, development-oriented
planning, supported through horizontal networks of actors (Getimis and
Giannakourou 2014, pp. 161-2). It is worth mentioning that the recent
economic crisis, which has hit Greece dramatically, has strengthened the
market orientation of planning since 2010. The new, “fast-track” plan-
ning licencing for strategic investments (Law3894,/2010) and the simpli-
fied planning regime for privatization of public land (Law 3986,/2011) is
evidence of a strong shift to “market-led” planning which is a response to
the fiscal and economic crisis (facilitating the prerequisites for new invest-
ments, and the “outsourcing” of planning competences) (Getimis and
Giannakourou 2014, p. 164).

In Italy since the “Single Act” reform of 1999, strategic planning
regulations have introduced territorial governance and increased munici-
pal power (Constitutional Reform 2001). A series of instruments have
been introduced for the enhancement of territorial governance (Lingua
and Servillo 2014, p. 141). Among them the “Territorial Pact” and the
“Program Agreement” have been used in specific domains, mobiliz-
ing multi-actor networking and PPPs. The recent economic crisis has
strengthened in Italy the shift from the “conformative” model towards a
“performance-oriented” planning approach and “market-led” planning.
However, despite the strong political will for extended “privatization”
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and “marketization,” in both Mediterranean countries of the “urbanism”
planning type (Italy and Greece), the pace and the degree of privatization
is moderate, owing to the lack of interest on the part of private inves-
tors and the persistence of bureaucratic obstruction by the public sector
(Cotella and Rivolin 2011).

In the United Kingdom (“land use management” planning type) strate-
gic planning approaches, first initiated in the 2000s, are strongly “market-
led,” mainly oriented to developmental aims and private investment,
enhancing “place-based strategies” and horizontal trans-scaling of plan-
ning power. This effort coincided with the devolution of power to local
governments, resulting in enhanced PPPs, voluntary agreements between
local authorities, and “local strategic partnerships” with the cooperation
of business and civil society. The UK is characterized as a forerunner of a
market-led planning transformation and “investor-friendly” planning cul-
ture (Kuhlmann and Wollmann 2011, pp. 140-1; Waterhout et al. 2012).

Summing up the trends of horizontal trans-scaling of planning power,
despite the common orientation towards developmental goals, the pace
and the intensity of privatization/marketization differs among the differ-
ent groupings of countries.

CONCLUSIONS

The comparative analysis of the planning reforms in six European coun-
tries with different starting conditions (local government type, capacities,
supervision, and planning type) has shown both different and common
features concerning the trends of rescaling of planning power.

First, concerning the vertical power relations, there is a common trend
towards a devolution and/or decentralization of planning power (“down-
scaling”) from the central level to lower administrative tiers (regions,
local). This trend is independent of the different starting conditions (local
government types, capacities, supervision, and planning family). It refers
both to regulatory planning functions (for example, land use planning,
town planning, permit system, and so on) and to new planning instru-
ments (for example, strategic planning and territorial governance tools).

However, devolution and decentralization (down-scaling) is combined
with an opposite, “up-scaling” trend, in all countries (except France,
already a highly centralist state, within the Jacobin tradition). This “up-
scaling” trend is neglected in the literature, despite the fact that it is most
important and affects the vertical power relations among planning insti-
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tutions. Recentralizing competence and power in core planning fields is
explained as a necessary response to the fragmented and differentiated
landscape which emerges because of devolution.

Diverse trends in the planning reforms exist among the countries in
terms of the binding or non-binding effect of the planning arrangements
for the lower tiers. This is connected with the latitude and flexibility of
planning competences of the local level. Here the different starting con-
ditions do matter. A bipolarity exists among the countries. In those with
strong local government capacities and relatively low degree of supervi-
sion, like Denmark and Germany (“comprehensive /integrated” planning
type), regional plans and directives are indicative and non-binding for the
municipalities, enabling planning institutions at the local level to exercise
a broad range of planning functions, and enjoy strong planning power. In
other countries, like Greece, France, and Italy (Franco type, weak capaci-
ties, strong supervision, and “urbanism” planning type) with hierarchical
planning regulations, regional plans are strictly binding on the lower tiers,
while they reduce the flexibility and latitude of planning practices at the
local level.

In the UK particularly (“land use management” type, medium capaci-
ties, and supervision), the recent abolition of the regions (2011) has been
accompanied by the strengthening of both the local level (“Localism Act”
2010) and the central level. Moreover, there is evidence that in coun-
tries with strong hierarchical state traditions (that is, France and Greece),
the preordained conventional hierarchical planning system has been not
abolished but rather complemented with new, more open, participatory
processes of vertical and horizontal integration.

Concerning the horizontal power relations, in all the countries examined
new planning instruments have been introduced (strategic planning, and
territorial governance tools), which enhanced “trans-scaling” of planning
power to multi-actor cooperation schemes (inter-municipal cooperation,
“soft” spaces with “fuzzy” boundaries, and the overcoming of official
jurisdictions).

Europeanization, marketization, and crisis have a multi-faceted influ-
ence on the rescaling of planning power among European countries. The
European Spatial Planning Agenda had an influential role on the national
planning systems (trans-scaling, development oriented planning). The
recent economic crisis has deepened the market orientation of planning,
with a variety of manifestations. The pace and intensity of neo-liberal influ-
ence on spatial planning differs among the examined countries. While in
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the UK (the forerunner of neo-liberal policy, common law tradition, and
public-interest culture) and in Greece (after 2010) the shift towards mar-
ket planning is more radical, in Germany, in Denmark, and in France (con-
tinental legal administrative tradition) it is more balanced. Furthermore,
the different responses of the EU member states have emerge as a result
of the public debt crisis of the southern EU countries (since 2010). Thus,
countries being hit by the global economic crisis (especially Greece and
Italy) were forced to move faster towards “market-led” planning, in order
to facilitate private investment. Furthermore, in order to overcome plan-
ning burdens, the outsourcing of specific planning services has addition-
ally been employed (for example, in Greece).
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NOTE

1. In France also there are some attempts on the part of the central state
to recover control of the ongoing processes of devolution and decen-
tralization. However, as Geppert recognizes, these attempts (for exam-
ple, Late DTA, exceptional power given to the state representatives
during the various reforms), are not a revival of the authoritative and
paternalistic planning style (Geppert 2014, p. 124).
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PART IV

Local Participatory Reforms, Political
Leaders, and Citizens



CHAPTER 15

Giving Citizens More Say in Local
Government: Comparative Analyses
of Change Across Europe in Times of Crisis

Angelika Vetter, Daniel Klimovsky, Bas Denters,
and Norbert Kersting

INTRODUCTION

At the same time as Western democracies are facing the consequences
of the financial crisis, these countries are also confronted with a “crisis
of democracy.” In part this democratic crisis is the result of an ongoing
process of trans-nationalization and an increasing scale and complexity
of governance. These processes tend to reduce the chances of individual
citizens effectively influencing political decisions and lead to a sense of
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political powerlessness. This is especially problematic since at the same
time, as a consequence of increasing education and value changes, citizens
expect and demand more direct and effective participatory opportunities.
As Robert A. Dahl (1994) argued, widening the range of opportunities
for citizens to influence local, small-scale decision-making might compen-
sate for the growing gap between actual and expected opportunities for
citizen participation. In Dahl’s view:

The larger scale of decisions need not lead inevitability to a widening sense
of powerlessness, provided citizens can exercise significant control over deci-
sions on the smaller scale of matters important in their daily lives. (Dahl
1994, 33)

In recent decades, significant reforms in local governance and local
democracy have been implemented (see Chaps. 16, 17, 18, and 19 of this
volume, but also Baldersheim et al. 2003; Coulson and Campbell 2008;
Denters and Rose 2005; Jiptner et al. 2014; Hendriks et al. 2011; Kersting
and Vetter 2003; Kersting et al. 2009; Reynaert 2005; Schaap and Daemen
2012; Schiller 2011; Sods et al. 2002). As a result of these reforms, the
range of participatory opportunities at the local level has been increased.

Our knowledge of the scope and patterns of these reforms is rather
patchy, however. Most of the studies on local democratic reforms, for
example, concentrate on a particular selection of countries, focus on a spe-
cific aspect of reform, and pertain to a particular moment in time. In this
chapter we aim at providing a comprehensive overview of local democratic
reforms for a wide range of European countries, over an extended period
of time. Our main research question is: Did local government reforms in
European countries in the years between 1990 and 2014 lead to an increase
in the scope for active citizen participation in local decision-making, con-
sistent with Dahl’s vision? On the basis of this descriptive analysis we will
also ask why the established patterns of reform may have emerged.

SCcOPE AND METHODS OF THE ANALYSIS

Our focus is on three types of reform that indicate increasing levels of
citizen control in local government:

1. The right of free access to information is essential for citizen control.
First, information can be understood as a fundamental requirement
for citizens’ engagement. Second, information by itself is a main
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criterion for the quality of local democracy supporting an enlight-
ened understanding of the political process (Dahl 1998, p. 37).

2. In a parliamentary political system citizens vote only for their repre-
sentatives in the local councils which then decide their council
leader(s) or the leadership board (see also Chap. 19 of this volume).
Giving citizens the opportunity to vote separately for their mayors
“expands the electoral marketplace” (Dalton and Gray 2003) by
giving citizens more opportunities to control more directly the fate
of the local community.

3. Similarly, local referenda expand citizens’ opportunities to control
local decision-making directly by expressing their voices apart from
in local council elections.

On the basis of an expert survey we collected data for the reforms in
these three domains in the period between 1990 and 2014 in all mem-
ber states of the EU with a population of more than one million, plus
Switzerland, Norway, and Iceland.

FINDINGS

Before we analyze reform patterns over time and across the three dimen-
sions, we will first discuss the reforms separately.

The Right of Free Access to Information

Since the 1990s, Central and Eastern European countries have approved
various acts on free access to information related to public authorities’
activities, especially within the context of their accession to the European
Union. A more heterogeneous picture is presented by the so-called Western
European democracies. Until the end of the 1990s, such acts had been
approved in Austria, Belgium, Denmark, France, Greece, Iceland, Ireland,
Liechtenstein, the Netherlands, Norway and Portugal. The most recent
acts were approved in Germany (at the federal level), Spain, Switzerland,
and the United Kingdom. The German case is interesting: the federal
parliament of Germany passed the act on free access to information in
2005 but in some of the German states their parliaments passed such acts
even earlier, including Brandenburg (1998) and North-Rhine-Westphalia
(2002). In most European countries freedom of information acts do not
exclusively pertain to the local government level. The provisions of these
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acts are likely to influence significantly the transparency and openness of
local government, however, and to increase the opportunities for effective
citizen control.

Of course the actual impact of these provisions also depends on the
conditions under which they are implemented. First, the availability of
information and telecommunication technologies (ICT) is important
in facilitating free and easy access to government information. Second,
despite the fact that many local authorities in the European countries
have made significant progress in providing information online, the analy-
sis of the situation and the developments in the UK proved that addi-
tional funding and staft development, combined with more fundamental
changes to internal business processes and interorganizational working are
usually needed if local authorities are to harness the full potential of new
ICT to transform their transactions with the citizens and other service
users (Beynon-Davies and Martin 2004). Third, the right of free access to
information may be supplemented by the personal provision of informa-
tion. Recent changes to local government law in Iceland (2011) include a
duty on local councilors to inform citizens on important subjects regard-
ing their local authority. In Slovakia such an obligation on local council-
ors was included already in the original text of the local government act
(1990) but the fulfillment of this obligation has been questionable owing
to a general lack of political accountability.

Direct Election of Mayors

While for local councils the direct election of members has been common
practice in most European countries, the direct election of mayors seems
in many countries to be a more recent development (Denters and Rose
2005; Hendriks et al. 2011; Kopri¢ 2009). Since 1990, direct election of
mayors has been introduced or expanded in Austria, Croatia, England,
Germany, Hungary, Italy, Norway, Poland, and Lithuania. The issue of
direct election of mayors was considered a serious political issue even in
the countries where it has not been introduced (Czech Republic and the
Netherlands; Saradin 2010).

The context regarding the implementation of the direct election of
mayors has varied a lot in Europe. For example, in Slovakia the direct elec-
tion of mayors was introduced immediately after the collapse of the com-
munist regime. A two-step implementation was used in the Hungarian
case: while in 1990 direct mayoral elections were held in municipalities
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with population up to 10,000 inhabitants, since 1994 the mayors have
been directly elected in all Hungarian municipalities regardless of size
(Temesi 2000). Germany experienced a gradual spread of direct may-
oral elections. While in Baden-Wiirttemberg and Bavaria the direct elec-
tions of mayors had been practiced since the 1950s, during the 1990s all
other German states adopted the direct election of mayors (for example,
Kuhlmann 2009; Vetter 2006, 2009). In England citizens obtained the
right to call for a local referendum whether to elect a mayor directly or not
in 2000 (John and Copus 2011). The first directly elected English mayor
was elected in Greater London. Since then, direct election of mayors has
been introduced in several local units. In Norway experiments with direct
election of mayors were carried out for three successive election periods
(1999-2011) but were discontinued at the 2011 election. The Dutch
national government introduced the option of having a consultative may-
oral referendum in which the electorate could express their preference for
the candidates to be nominated to the national government for appoint-
ment in 2001. Although it was not a direct mayoral election sensu stricto,
the results of such referenda were accepted by the national government.
However, only eight municipalities used this option and voters’ interest
was rather low, which led to the abandonment of this measure in 2008.
Currently the influence of the local council on the appointment of Dutch
mayors is so large that the system comes close to that of an indirectly
elected mayor. In the Czech Republic, the direct election of mayors has
not yet been introduced all over the country, but there was an intense
ministerial discussion on such an option and on the basis of a recent cen-
tral government resolution in 2014 the introduction of directly elected
mayors was implemented in the smallest municipalities. Although there
seems to be a common trend in Europe with regard to the direct election
of mayors, we also find significant differences regarding the terms of elec-
tion methods, the term of office and so on (for example, Klimovsky 2009;
Wollmann 2009).

Binding Local Referendn

The importance as well as utilization of local referenda is a popular topic
both in the political and the academic discourse (see Chap. 19 in this
volume as well as Qvotrup (2014), Scarrow (2001), and Schiller (2011)).
Two distinctions should be kept in mind in this regard: first, whether ref-
erenda are mandatory, whether they are held only at the discretion of the
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local authorities, or whether they may be initiated by the inhabitants of
municipalities, and second, whether they are only advisory (consultative)
in nature or the result is binding for the local authority (COE 1993).

Council of Europe data from the early 1990s (1993) show that at
that time 14 European countries had already experienced (usually con-
sultative) local referenda that were called by the local councils, namely
Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Italy,
Luxembourg, the Netherlands, Norway, Portugal, Spain, and Sweden.
Referenda initiated by citizens with the approval of the local councils had
at that time been introduced in Finland and Spain, and referenda initiated
by citizens that had to be held in the case of certain quorums were used
in Austria, Germany, Luxembourg, Norway, and Spain. Ten years later,
Scarrow (2001) compared 15 countries with regard to local referenda,
including 12 European countries. She stressed that almost all of them
experienced the utilization of local referenda in the beginning of the twen-
tieth century. But without doubt Switzerland remains the world champion
regarding the utilization of local referenda (Ladner 2002).

Regarding the context of introduction for local referenda, it is helpful
to mention a few interesting examples from Sweden, the Netherlands,
and Poland. In 1994 a citizen initiative to hold local referenda was intro-
duced in Sweden. The final decision was left to the local council which
has the right to decide whether the referendum would be held. Therefore
it is no surprise that by 2010, only 15 out of 150 initiatives had led to a
local referendum (Eriksson and Kaufmann 2010). The Dutch constitu-
tion rules out any decisive referenda, but, recently, several municipalities
in the Netherlands initiated experiments with local consultative corrective
referenda. The procedures for local referenda differ markedly from one
municipality to another. In the years from 1990 to 2013, more than 110
referenda were held in Dutch municipalities, about half of them linked to
amalgamation proposals. In the Polish case, 10 percent of the municipal
inhabitants are allowed to initiate a local referendum. The referendum is
binding if turnout exceeds the legally set level of 30 percent of eligible
voters in general.

Patterns of Democvatic Renewal

In addition to the qualitative information per type of reform we were also
able to make a systematic comparison of reform patterns, across differ-
ent countries over the last 25 years (from 1990 to 2014). We asked local
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government experts from 28 European countries to indicate whether these
three types of reforms were implemented in 1990 and in 2014. We coded
their answers as either 0 =not implemented or 1=fully implemented. In
addition a score of 0.5 (not fully implemented) was given where reform
was, for example, implemented in only part of the country.

We are well aware that such a rough coding scheme does not do full
justice to all within-country variations and cross-national variations in
institutional arrangements and practices. For example, the right of free
access to information does not imply that such access is either techni-
cally or culturally supported by administrative or political elites. Similarly,
measuring the direct election of mayors with a binary code (0—1) does not
say anything about the power of the mayors vis-a-vis the local councils,
although such a detail may strongly affect citizen control. Nevertheless,
simplification allows for a comparative view in order to detect and explain
patterns of similarity or difference that may not otherwise become visible.

Table 15.1 summarizes the results of our expert survey. First, changes
in European local democracy are obviously following Robert Dahl’s vision
of giving citizens more possibilities to participate in local politics. There
is an overall trend towards giving citizens more information and more
say in local policy-making. However, change is no universal phenomenon
and the degree of change is different. In 9 out of the 28 cases no change
occurred. In the majority of our cases (19 out of 28), however, change is
visible, although to different degrees. There are clear politico-geographical
patterns observable. In constructing the table and figure we grouped our
countries into eight groups.

Changes are most distinctive in many post-communist countries even
if one takes into account that the first steps of reform had already been
taken early in the 1990s—before our comparison starts. There are only
two “Western” local government systems where change is quite obvious:
Germany and the UK. Change is least in the local government systems of
the Northern and the Southern European groups with only some excep-
tions in Belgium, Greece, France, and Iceland (Fig. 15.1).

It is also apparent that most changes were in the domain of free access
to information. With regard to the more far-reaching reforms, like the
introduction of directly elected mayors and even more so the implementa-
tion of binding referenda (see Table 15.1), there is more reluctance. In
these domains, at least in some countries, these democratic reforms would
have led to major changes in the division of local powers and such changes
would also require constitutional change in many cases. Free access to
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Table 15.1 Presence of three institutional arrangements available for citizen
involvement in local government in 28 European countries, 1990s and 2014

Free access to Direct election Local Total number
information of mayors referendn of change

1990s 2014 Change 1990s 2014 Change 1990s 2014 Change 1990s to 2014

N 1 1 0 0 0 0 1 1 0 0
SE 1 1 0 0 0 0 0 0 0 0
DK 1 1 0 0 0 0 0.5 0.5 0 0
SF 1 1 0 0 0 0 0.5 05 0 0
IN 0.5 1 0.5 0 0 0 0.5 0.5 0 0.5
NL 1 1 0 0 0 0 0.5 0.5 0 0
UK 0.5 1 0.5 0 0.5 0.5 0 0 0 1.0
1E 0.5 1 0.5 0 0 0 0.5 0.5 0 0.5
ES 05 05 0 0 0 0 0.5 0.5 0 0
PT 0.5 0.5 0 0 0 0 0.5 05 0 0
FR 0.5 05 0 0 0 0 0 05 0.5 0.5
BE 1 1 0 0 0 0 0 05 0.5 0.5
GR 0.5 1 0.5 1 1 0 0.5 0.5 0 0.5
IT 1 1 0 1 1 0 1 1 0 0
DE 0 05 0.5 05 1 0.5 0.5 1 0.5 1.5
CH 0.5 0.5 0 1 1 0 1 1 0 0
AT 0.5 05 0 0 0.5 0.5 1 1 0 0.5
LV 0 1 1 0 0 0 0 0 0 1
EE 0.5 1 0.5 0 0 0 05 05 0 0.5
CzZ 0.5 1 0.5 0 0 0 1 1 0 0.5
LT 0.5 1 0.5 0 1 1 0 0 0 1.5
PL 0.5 1 0.5 0 1 1 1 1 0 1.5
HU 1 1 0 0 1 1 1 1 0 1
SK 0.5 1 0.5 1 1 0 1 1 0 0.5
SI 0.5 1 0.5 1 1 0 1 1 0 0.5
HR 05 05 0 0 1 1 0.5 0.5 0 1
BG 0.5 1 0.5 1 1 0 0 05 0.5 1
RO 0 1 1 1 1 0 0.5 0.5 0 1
Total 16.0 240 8.0 75 13 5.5 15 17 2 15.5
Mean 06 09 03 03 0.5 0.2 0.5 0.6 0.1 0.6
Stddev 0.3 02 03 04 05 0.4 04 03 0.2 0.5

Source: Own data collected in 2014 based on expert survey in these countries

Groups of countries are based on a combination of typologies by Hesse and Sharpe (1991) and Swianiewicz
(2014). The first group comprises Northern Europe (N Norway, SE Sweden, DK Denmark, SF Finland, IS
Iceland, NL Netherlands), where the degree of decentralization is traditionally high. The “Anglo” group are the
UK and Ireland (IE). The “Franco” group comprises ES Spain, PT Portugal, FR France, BE Belgium, GR
Greece, IT Ttaly, where local governments are of political rather than of functional importance. The fourth group
are countries similar to the Northern European group but with federal rather than unitary systems (DE Germany;,
CH Switzerland, AT Austria). Following Swianiewicz (2014) we subdivide the post-communist countries into
a number of more homogeneous clusters (comprising (a) LV Latvia, EE Estonia, CZ Czech Republic (b) LT
Lithuania (c¢) PL Poland, HU Hungary, SK Slovakia (d) SI Slovenia, HR Croatia, BU Bulgaria, RO Romania
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information is probably less cumbersome and poses less of a threat to the
status quo.

Although we find change towards more citizen control since the begin-
ning of the 1990s, there are persistent country differences in the formal
institutional opportunities offered citizens for involvement in local policy-
making (Fig. 15.1). For many decades, citizens’ involvement in local
decision-making has been a main feature of Swiss local democracy, fol-
lowed by that of Italy after the massive reforms in the beginning of the
1990s. By 2014, however, formal possibilities for citizen involvement
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Fig. 15.1 Presence of three institutional arrangements available for citizen
involvement in local government in 28 European countries. Total number in
1990s and 2014 (Source: Own data collected in 2014 based on expert survey)
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in local policy-making seem to be even higher in many of the Central
and Eastern European local government systems like Hungary, Poland,
Slovakia, and Slovenia, although the data does not mirror the quality and
quantity of citizen involvement in the these countries.

Way Do WE FIND CHANGE IN SOME COUNTRIES
BUT NOT IN OTHERS?

The theory of policy diffusions developed by Braun and Gilardi (2006)
offers a useful starting point for explaining democratic reforms in various
countries. This theory is based on the presumption that reforms can result
from independent decisions of actors dependent upon internal determi-
nants specific to particular countries. But the theory also recognizes that
the introduction of new policies (reforms and innovations) may be the
result of diffusion, defined as “a process where choices are interdependent,
that is, where the choice of a government influences the choices made
by others and, conversely, the choice of a government is influenced by
the choices made by others” (Braun and Gilardi 2006, p. 299). Different
mechanisms may account for such diffusion, like “learning,” “competi-
tive and cooperative interdependence,” “coercion,” “common norms,”
“taken-for-grantedness,” and “symbolic imitation” (Braun and Gilardi
2006; see also Simmons and Elkins 2004 ).

Regarding the observed patterns of reform, “coercion” may have been
a mechanism at work in the post-communist countries. “Coercion is the
imposition of policies on national governments by powerful international
organizations or powerful countries” (Braun and Gilardi 2006, p. 309). In
post-communist countries, at least the right of free access to information
was implemented, especially within the context of the EU accession period
when these countries experienced pressure from international stakehold-
ers and transparency became an important principle in order to imple-
ment good governance. Additionally, in most of the Central and Eastern
European countries, the “taken-for-grantedness” mechanism (where cer-
tain policies “become accepted as the normal or even the obvious thing
to do”; Braun and Gilardi 2006, p. 311) may also have been at work.
After decades of centralism and communism with the democratic transi-
tions a new generation of political leaders rose to power who accepted
modern standards of transparency and citizen control inspired by Western
European standards (Finnemore and Sikkink 1998). The same mecha-
nism might also explain reforms in Italy or Greece, where strong internal
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pressure might have shaped an environment for breaking with the prevail-
ing institutional setting.

“Coercion” and “taken-for-grantedness,” however, do not explain
change in a country like Germany. Here the change mechanisms are in
all likelihood primarily domestic rather than inspired by imposition of or
inspiration by external standards. In Germany, a discourse on declining
political legitimacy (indicated, for example, by low and declining voter
turnout) was prevalent. Moreover, inspiration was provided by progressive
local government constitutions in the “new” German states after reuni-
fication. This strengthened beliefs in the value of increasing citizen par-
ticipation. In this climate of opinion, and under the political pressure of
opposition parties and strong civil groups, state governments—responsible
for local democratic reforms—adopted democratic reforms (Vetter 2009).
In other European countries domestic factors may have been less favorable
to nationwide democratic reforms. In the Netherlands, for example, the
adoption of reform laws that strengthen local citizens’ control is made vir-
tually impossible by the super-majorities required for the necessary consti-
tutional changes (Andeweg and Irwin 1989). Such constitutional barriers
may also explain the continuities that we observe in Fig. 15.1.

Of course these are post-hoc interpretations rather than a full-fledged
explanation, but our observations suggest that, as one might expect, dem-
ocratic reforms are the result of domestic political factors (electoral, com-
petition, opinion climate, and constitutional arrangements). As diffusion
theory suggests, these reforms are also externally determined by factors
like coercion, learning, and imitation.
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INTRODUCTION

European local authorities are essentially units of representative democ-
racy (Loughlin et al. 2011; Schaap and Daemen 2012; Egner et al.
2013). Although some municipalities are ruled by municipal assemblies
and, despite local referendums having become more frequent in recent
decades, all European countries have local government systems that are
either entirely based on representative democracy or, as is the case in
Switzerland, possess significant components of it. That the most impor-
tant municipal decisions are taken by elected councils and that citizens
can hold the members accountable for their decisions is a cornerstone
of European local democracy. However, in recent decades these insti-
tutions have been seriously challenged. The primary reason is that citi-
zens have become increasingly well educated, critical and demanding,
and the financial crisis of 2008 added to the challenge. This is expressed
through decreasing turnout in local elections, weakening of political par-
ties, reduction of citizens’ trust in local councillors and questioning of
whether elected representatives possess sufficient competence for their
tasks (Kersting and Vetter 2003; Schaap and Daemen 2012). In some
cases, local government has suffered losses of function, either through
privatization or through transfer of traditional local government functions
to other types of institutions or other levels of government. The qual-
ity of democracy at regional, national, and European levels has also been
criticized (Crouch 2004; Norris 2011; Papadopolous 2013), but the chal-
lenges at local level show particular characteristics as the municipalities are
the units of democracy closest to the citizens.

This criticism of council-based representative democracy has inspired
political reforms aimed at improving local democracy (Reynaert et al.
2005; Denters and Rose 2005). Some of these, such as the introduction of
binding referendums or directly elected mayors, have attempted to iden-
tify alternatives to council-based representative democracy. Other reforms
have instead aimed at restoring or improving existing institutions of rep-
resentative democracy, for example, by facilitating citizen participation
in local elections, providing administrative support for the councillors,
strengthening the role of the council vis-a-vis the executive, providing
financial support for political parties, or making the council meetings
more accessible and interesting to the general public (Denters and Rose
2005). Although alternatives to representative democracy may make a dif-
ference, the importance of the councillors and the council remains largely



REFORMING LOCAL COUNCILS AND THE ROLE OF COUNCILLORS: ... 289

undisputed. Most key decisions on local government and the responsibil-
ity for carrying out local policies remain in their hands.

This chapter highlights and analyzes attempts to restore and improve
existing institutions of representative democracy—the councils and the
councillors—in 15 European countries from a comparative perspective.
The chapter develops a typology of reforms and seeks to analyze drivers of,
and approaches to, reform. Most of the initiatives are national, covering
an entire country, but some may be specific to parts of countries or certain
localities. The focus is on the extent to which there are differences and
similarities between countries with regard to the occurrence of reforms,
and how these may be understood.

The various types of reform may be related to three core functions of
local councils and councillors in a representative democracy: mediation,
decision making, and scrutiny. As mediators, local councillors represent
and reflect the various, and often competing, interests found in a com-
munity. The classical debate in this respect is concerned with the council-
lor as delegate versus trustee; in recent decades concerns with descriptive
and substantive representation have come more to the fore. The latter is
reflected in worries over the socio-demographic composition of councils,
especially the possible underrepresentation of women or marginal groups,
and the extent to which the council actually reflects the range of opinions
in the community (Mansbridge 2003; Williams 2000). As decision makers
the councillors set the priorities regarding the tasks to be performed by the
municipality, ideally in a manner that reflects the preferences of the voters
as expressed in electoral outcomes. In this regard, reformers have been
preoccupied with introducing more of a strategic orientation into coun-
cil decision making, often inspired by New Public Management, moving
away from a hands-on or clientelistic style of politics, leaving details to
managers (Mouritzen and Svara 2002). The function of scrutiny concerns
holding the executive of the municipality accountable to the council and
ultimately to the voters. Accountability is pursued in several ways, espe-
cially through enhancing openness and transparency and by clarifying the
lines of responsibility and division of work between the executive and the
council.

The overarching ambition of the reforms of councils and the councillors
is to enhance the status and legitimacy of local representative democracy.
Consequently, we expect the extent to which a country’s local government
system generally enjoys a high level of legitimacy to have consequences for
reform patterns. One general assumption in this study is that, in countries
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where local government enjoys a relatively high degree of legitimacy, a
decline of legitimacy may still be regarded as reparable, whereas in coun-
tries where local government is generally held in low esteem, it may be
more logical to look for ways of organizing local democracy other than
through (improvements of) the current workings of local councils. Hence,
we will assume that reforms aimed at improving the position of the council
and the councillors will be more common in countries where local govern-
ment is highly esteemed.

The concept of legitimacy has been referred to as “the willingness to
comply with a system of rule” (Weber 1947), independent of who the cur-
rent rulers are. Citizen trust in local government is a basic source of legiti-
macy (Roos and Lidstrom 2014). However, in modern political theory, a
distinction is often made between input and output legitimacy (Scharpf
1999). The former denotes legitimacy derived from adherence to proper
procedures for the selection of decision makers, normally electoral proce-
dures. The latter points to legitimacy derived from citizens’ satisfaction
with the results of decisions, or the outputs of the political process. In this
chapter, citizen support is represented by a measure of citizen trust in local
and regional government based on surveys and by turnout for local elec-
tions. Thus, the concept as applied here combines aspects of input and
output legitimacy.

Furthermore, when studying the legitimacy of local government, it
must be remembered that local authorities are simultaneously creatures of
the state and expressions of the self-government of the citizens in a local-
ity (Lidstrom 1998). The range of responsibilities and extent of financial
and other competencies entrusted to local government may be taken as
an expression of the state’s confidence in local government. For practical
purposes, we take local government expenditure as a proportion of total
public spending as the measure of the state’s confidence in local govern-
ment. The larger the proportion, the more important local government
is in the overall political system of a country, and the more important the
effectiveness of local decision making and service provision is to central
government.

By combining the two sources of legitimacy we establish four ideal types
of local government legitimacy. Local government may primarily receive
its legitimacy from below or from above, from both of these sources, or
from neither. Based on the measurements presented above, and using the
median value of each distribution as cut-off points, all the countries can
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Table 16.1 Types of local government legitimacy in selected European
countries

National government confidence in local government
Local govt expenditure as % of total public
expenditure; >25% =high

High Low
Citizen trust High Strong level of Bottom-up legitimacy
in local legitimacy
government Norway, Sweden, Finland, — Germany, Switzerland, France,
> 50%=high Iceland, the Netherlands, Austria, Belgium,

Denmark, Estonia Luxembourg

Low  Top-down legitimacy Weak legitimacy
Poland, United Kingdom,  Slovakia, Ireland, Spain,
Ttaly Greece, Czech Republic,

Slovenia, Hungary, Portugal

Sources: OECD Fiscal Decentralisation Database: Consolidated government expenditure as percentage of
total general government expenditure (consolidated) [Table 5: 1969-2012] http://www.oecd.org/ctp/
federalism /oecdfiscaldecentralisationdatabase.htm (COR 2001; Eurobarometer 2008, 2012; Lidstrom
2003; Tancu 2013; Jiiptner et al. 2014; Vetter 2014; Vilka and Brekis 2013). Countries in #zalics have been
selected for analysis in this chapter. Sufficient data are not available to include other European countries
in the table

be given a position in relationship to these ideal types. Results are sum-
marized in Table 16.1.

Local government that has a strong level of legitimacy, and is sup-
ported by both the state and the citizens, is found in countries with the
Nordic type of welfare state, which combines a role for local governments
as implementers of national welfare policy with a significant amount of
self-government. The Netherlands and Estonia are also positioned here.
National and local government are closely interwoven and form a partner-
ship type of local governance. Local government with bottom-up legitimacy
is mainly found in the mid European federations. Significant functions are
carried out at the Lander/ canton level which makes local government less
relevant from a national point of view, although they remain very much
trusted by the citizens. Here we may identify a communitarian type of
local governance. Although we lack data for citizens’ trust in local govern-
ment in Switzerland, previous studies have indicated that it is higher than
for several other countries in this group (Denters et al. 2014). Here France
and Luxembourg, with fairly small municipalities, can also be found.
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Poland, the UK, and Italy are cases of top-down legitimacy. Central
government has entrusted local government with significant functions;
however, its legitimacy in the eyes of the citizens is low, although the UK
is a borderline case. In these cases, local government is primarily regarded
as state servant. Finally, weak legitimacy, where neither citizens nor the
state have trust in local government, can be found in many Eastern and
Southern European countries but also in Ireland. Here, local government
is a marginal phenomenon in the overall system of governance.

Perhaps not surprisingly, how the countries end up in these different
categories to some extent coincides with contemporary classifications of
local government systems, although these may be based on criteria other
than the legitimacy of local democracy (Heinelt and Hlepas 2006; Sellers
and Lidstrom 2003; Loughlin et al. 2011; Swianiewicz 2014).

In the next section we will examine whether type of local government
legitimacy matters for the kind of reforms of councils and councillor roles
that have been carried out. Our assumption is that concern with these core
institutions of representative democracy will be stronger the more legiti-
mate local governmentis. The countries with strong legitimacy are expected
not only to initiate a broad range and different types of reforms aimed at
improving the position of the councils and the councillors; they are also
more likely to abstain from reforms that could undermine traditional forms
of representative democracy. In consequence, countries with bottom-up
legitimate local government are likely to initiate reforms that strengthen
its relationship with citizens by enhancing participation and responsive-
ness, while those with top-down legitimacy will aim at maintaining central
government trust by improving local service delivery. However, in all the
countries apart from those with strong local government legitimacy, we
expect more willingness to introduce alternative means of democracy, such
as direct election of mayors or binding referendums.

Restoring Local Representative Democracy: Reform Pattevns

As the basis for comparative analysis, fifteen countries have been selected
representing the different types of local government legitimacy identified
in Table 19.1. Below, the main traits of reforms aimed at improving the
position of council and the councillor are summarized.

Local Government with Strong Level of Legitimacy
Local authorities in these countries combine strong support from both
the citizens and national government. This category consists of the


http://dx.doi.org/10.1057/978-1-137-52548-2_19

REFORMING LOCAL COUNCILS AND THE ROLE OF COUNCILLORS: ... 293

Nordic countries (Denmark, Finland, Iceland, Norway and Sweden), the
Netherlands and Estonia. It is well established in the literature that Nordic
local government occupies an exceptional position. Previous analyses have
also suggested that local government in the Netherlands resembles the
Nordic countries in terms of its welfare functions and capacity (Loughlin
et al. 2011; Sellers and Lidstrom 2007). Estonian local government is a
borderline case in terms of central government trust, but clearly enjoys
strong support from its citizens.

These countries appear to be highly active in terms of initiating and
implementing reforms aimed at improving the position of the councils
and the councillors. At the same time, they are reluctant to open up for
alternative local electoral positions, such as directly elected mayors, or to
introduce stronger means of local direct democracy. Indeed, in Norway
direct election of executive committee chairs was permitted on an experi-
mental basis, but has now been discontinued.

Reform activities in these countries appear to follow mainly four paths.
First, one set of reforms aims at giving the local council a more strate-
gic role, often combined with a clarification of the position of the execu-
tive. The clearest example of such reforms is the 2002 Dutch dualization
reform. All executive responsibilities were transferred to the Court of the
Mayor and Aldermen (CMA) leaving the council with responsibility for
governing, scrutiny, and representation. If council members are appointed
to the CMA they must give up their seat on the council. The council has
the power to remove aldermen with a majority vote. The primary conse-
quence of these reforms was to strengthen the mayoral office (Hendriks
and Schaap 2011; Schaap 2009). Similar reforms have been carried out
in other countries in this category, sometimes linked to a New Public
Management agenda aimed at improving efficiency.

The second path of reform is strengthening the council by clarify-
ing roles and responsibilities and facilitating accountability by clarifying
the roles of the political majority and the opposition. The most con-
spicuous initiative in this regard is the emergence of what is termed the
parliamentary model in Norway, which was regarded as a revolutionary
departure from the traditional consensual principles of Norwegian local
politics (Baldersheim 2005). This model originated in Oslo in the 1980s
and has now spread to four of the larger cities and four county councils.
It means that the coalition of parties that can form a majority prevails,
but if a vote of no confidence is passed the power shifts to the opposi-
tion according to principles that are familiar from national parliaments
in many countries.
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Third, the weakening of political parties is compensated for by munici-
pal financial or administrative support to local parties. The argument is that
this is necessary as the parties are a crucial element in a well-functioning
local democracy. In Sweden, municipal financial support to political par-
ties in the council became legal in the 1970s and is now provided by
all municipalities, generally in proportion to the strength of the party in
the council. With declining party membership, such support has become
increasingly important as a source of finance, and has made parties less
dependent on private donations and membership fees. The parties have
been able to maintain their role, but at the expense of the increasing domi-
nance of party elites (Copus and Erlingsson 2012).

Fourth, with the purpose of trying to reverse declining turnout in local
elections, attempts have been made to facilitate voting. In the 2011
Norwegian local elections, ten municipalities were selected for experi-
ments in electronic voting. Voters could cast their votes from any com-
puter with internet connection. The initiative was well received, especially
by voters with physical disabilities, but the overall level of voter turnout
did not increase. Corresponding experiments were carried out in two
Finnish municipalities, again without any positive results. From 1997,
Sweden opened up for electors to indicate their support for a particular
candidate. However, such support has seldom strengthened councillors’
position in the council.

Local Government with Bottom-Up Legitimacy

Countries where local government is legitimate in the eyes of the citizens,
but where they have been awarded only a limited role in the public sec-
tor as a whole, include the four mid-European federal states of Austria,
Belgium, Germany, and Switzerland as well as France and Luxembourg.
This is perhaps not surprising as the presence of a Lander/ canton level
and/or the small size of municipalities mean the latter are less relevant as
service providers, although they remain important as units of local identi-
fication among their citizens. The reform impulse that seeks to strengthen
the role of the council and the councillor seems to be weaker among these
countries than in the countries where local government has strong legit-
imacy. Consequently, many have chosen to follow paths of democratic
reform other than the restoration of the councils.

All the German states have introduced both additional elected repre-
sentatives (the directly elected mayors) and local binding referendums.
These reforms have exerted an impact on the position and procedures of
local councils (Bogumil 2006). Governance systems with directly elected
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mayors seem to work better in Lander with more personalized electoral
systems and a tradition of consensus politics (Konkordanzpolitik) (Banner
2006). An analysis of relationships between local councils and manage-
ment demonstrated that managers tend to have the upper hand where the
consensus tradition dominates while competitive, party-dominated poli-
tics provides more space for councillor control (Holtkamp 2006).

Switzerland is an extremely diverse, decentralized country with consid-
erable differences between cantons in terms of language and religion. This
is also reflected in the institutional preconditions for local government
which vary between them. Swiss local democracy differs from the main-
stream European tradition with its strong emphasis on means of direct
democracy, carried out at municipal assemblies and through referendums.
Hence, it is not surprising that Swiss local government derives its legiti-
macy primarily from its citizens. However, approximately 20 percent of
municipalities, mainly the bigger cities and municipalities in the French-
speaking parts, have a representative system using elected local councils
(Ladner 2011). Among recent council reforms, a recall referendum of the
council was introduced in the Uri canton in 2011.

Bottom-up legitimacy is also a feature of French municipal govern-
ment, which is based on small units with a strong sense of identification.
There are currently about 36,000 municipalities with an average of 1700
inhabitants. Each municipality is governed by an elected council which
appoints the mayor. The mayor has traditionally held a strong position
vis-a-vis the council, which is reinforced by the tradition of combining
this position with membership of decision-making units at higher levels
of government. The position of mayor seems to have been strengthened
in recent years at the expense of the council. One reason is the transfer of
municipal functions to units of inter-municipal cooperation. It has even
been suggested that there are tendencies towards “urban presidentialism”
in France (Hoffmann-Martinot and Wollmann 2006). Many of the coun-
cil reforms in France have aimed at improving the responsiveness of the
electoral system. For example, from 2014 majority voting was replaced by
a proportional system in municipalities with a population of between 1000
and 3500 inhabitants. The same year, direct elections to intercommunal
bodies were introduced.

Local Government with Top-Down Legitimacy

The local authorities in this category have been entrusted with extensive
public tasks, however they suffer weak support from their citizens. Many
of these countries have chosen alternative means of democracy rather than
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reforming councils. In Poland, the position of the council was weakened
by the introduction of directly elected mayors in 2002, although the
council retains significant functions. For example, both the budget and
the selection of the local treasurer must be approved by the council, and
the mayor cannot chair the municipal council. Political parties are less
important than in other European countries (Aars et al. 2012). Almost
74 percent of all seats in municipal councils were won by independent
(non-party) candidates in the 2010 elections, and this is particularly com-
mon in the rural areas.

In the UK, council reforms have primarily aimed at improving the effi-
ciency of local decision making by strengthening the executive functions
of local government. In 2000, executive managers and cabinets, as well as
an option to elect mayors directly, were introduced (ODPM 2004). All
municipalities with a population of more than 85,000 were required to
adopt an executive system which would include a cabinet of not more than
ten councillors. They would also need to set up an overview and scrutiny
committee with the task of holding the executive to account and review-
ing its policies. The smaller municipalities would have a non-executive,
slimmed-down committee system with an overview and scrutiny func-
tion. Reforms in 2013 relaxed these requirements, which resulted in 14
councils returning to the previous committee system. Research has found,
however, that the aims of these reforms have not yet been fully realized
(Copus 2008).

Italian local government was significantly reformed in 1993 in order
to clarify lines of responsibility. Directly elected mayors were introduced
and they also guaranteed a majority in the council. Localist and person-
alized political parties replaced national and ideological parties at local
level. However, no further reforms of significance have been introduced
(Piattoni and Brunazzo 2011).

Local Government with Weak Legitimacy

In the final group of countries, local governments have a weak position in
relation to both national government and their own citizens. This group
includes many countries in eastern, central and southern Europe and also
Ireland. Some of them are among the poorest in the EU and experience
serious problems of corruption. These countries have also been severely
affected by the financial crisis that began in 2008. Probably as a conse-
quence, citizens’ trust in local and regional government fell dramatically
between 2008 and 2012 in Ireland, Greece, Portugal, and Spain. There
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have been only limited attempts to strengthen the position of the councils
and councillors in these countries. The focus has been on managing the
financial crisis, rather than on reforming the councils.

The local councils in this category are often weak, in particular in
countries where there are directly elected mayors. In Slovakia, the mayors’
position has repeatedly been strengthened. Since 2010, they have been
entitled to appoint their own deputies who were previously elected by the
council. In Spain the mayor used to be constrained in his/her executive
capacities by having to pass most decisions through the council, however,
the situation changed in 1999 with a reform that increased the mayoral
powers (Guérin and Kerrouch 2008). In recent years the position of the
councils has improved as they have been allocated supervisory powers.

Irish local government also finds itself distrusted by both the citizens
and central government. It has a history of being stripped of many key
functions, such as education, police, and social welfare, which are local
government functions in most other European countries. There has also
been a trend to transfer powers from local councillors to the city manager,
who is subordinate to central government. A major territorial reform in
2014, largely initiated as a response to the financial crisis, resulted in a new
two-tier system, and almost halved of the number of councillors (Callanan
etal. 2014).

Reforms in Greece have also primarily been carried out in response to the
financial crisis. Two amalgamation reforms drastically reduced the num-
ber of councillors, thereby increasing the citizen:councillor ratio. Larger
municipalities have also changed their style of policy making from tradi-
tional patronage to machine politics (Hlepas and Getimis 2011) although
the legitimacy crisis of the political parties has appeared to enhance, once
again, personal ties and the role of personalities in local politics. The finan-
cial squeeze has significantly reduced resources and scope for action by the
municipalities.

CONCLUSIONS

In most European countries, the workings of representative local democ-
racy have come under scrutiny in recent decades. Critics have questioned
whether local councils and councillors will be able to continue to function
as key institutions of local democracy, or whether they need to be replaced
by, or complemented with, other instruments for citizen involvement.
This has triggered reform activities, aimed at strengthening or restoring
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the position of these institutions. This chapter has examined the occur-
rence of such reforms and tried to explain contrasts between countries.

It is clear from this overview that countries vary with regard to both the
intensity of their reform activities and their content. This variation appears,
to a great extent, to reflect the type of legitimacy that each local govern-
ment enjoys. Where local government has a strong level of legitimacy,
that is, where it is supported by both central government and the citi-
zens, many different types of reforms aimed at improving the position of
the councils have been initiated continuously over several decades. Where
local government has support from central government but not from citi-
zens, reforms tend to focus on strengthening the executive and increasing
decision-making efficiency. Reform activity seems generally to be lower in
countries where local government enjoys only bottom-up legitimacy, that
is, where it is supported by the citizens but not the state. Where local gov-
ernment lacks support from both the state and the citizens, reform activity
level is even lower and has primarily been a response to the financial crisis
and is not concerned with local representative democracy as such.
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CHAPTER 17

Have Mayors Will Travel: Trends

and Developments in the Direct Election
of the Mayor: A Five-Nation Study

Colin Copus, Angel Iglesias, Miro Hacek, Michal 1llner,
and Anders Lidstrom

INTRODUCTION

The debate about whether citizens or councilors should choose the politi-
cal head of the council has spread across Europe (Berg and Rao 2005;
Denters and Rose 2005). At the heart of discussion about the route to
local leadership are questions about the legitimacy to act, the visibility and
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profile of local leaders, the transparency of political decision-making pro-
cesses, the most effective mechanism for political accountability, and the
role of citizens in local democracy (Kersting and Vetter 2003; Magre and
Betrana 2007; Elcock 2008; Wollmann 2008).

It would be a simplistic truism to point out that the debates around
these facets of local political leadership reflect national political culture
and existing structures and processes of politics within any country, or
that leadership’s need to respond to political crisis or concerns about
political legitimacy. Such a point does, however, need to be made before
moving on to examine the nature of the international debate around the
direct election of the mayor, as it has taken place in various particular set-
tings. The point needs to be made because it enables us to understand the
national similarities and differences over the issues involving local political
leadership that are of concern for reformers, and which can then be con-
sidered against broader international factors.

The literature suggests that policy transfer is facilitated by similarity in
contexts such as policy conditions, geography, and ideology (Rose 1993;
Peters 1997; Evans 2009). Continental reform trends, such as New Public
Management, multi-level governance, and decentralization and devolu-
tion have been easily transferred across Europe (Denters and Rose 2005;
Kuhlmann and Wollmann 2014), and we will examine whether the same
applies to the direct election of the mayor. Our concern in this chapter
is to examine the extent to which the debate about the direct election of
the mayor has influenced change in local government and how, if at all,
this model of local leadership has been adopted in our chosen countries.
We use our selected countries to examine the source of the reform initia-
tive, the intentions of reform, and the debates around the desirability of
the election of the mayor in country-specific settings. We examine the
principles and arguments used by supporters and opponents of the direct
election of the mayor in our chosen countries.

In assessing the arguments about the direct election of the mayor we
focus on countries where direct election has, so far, been rejected (Sweden
and Spain), where it has been fully implemented (Slovenia), where there is
a mixed system of direct and indirect election (England), and where may-
ors are indirectly elected, but the debate is still alive (Czech Republic and
to some extent England, Sweden, and Spain). Moreover, we have selected
countries from established democracies (England and Sweden), from
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a now established but newer democracy (Spain) and from more recent
entrants to the democratic club (Slovenia and the Czech Republic). The
last two countries represent transition states moving from a communist
past to democracy but provide two counterpoints in how transition states
have reacted to questions about local government legitimacy, account-
ability, and democracy.

We explore the debate about the direct election of the mayors
through the lens of local political legitimacy and accountability so as to
examine reform intentions within different conceptualizations of politi-
cal leadership—presidential (individualized systems) where power rests
with the mayor, or collectivist (where decision making is diffused across
committees). In so doing we examine how accountability and visibility
have been reflected in the reform of local political leadership (Steyvers
et al. 2008; Loughlin et al. 2011; Rhodes and t’Hart 2014). We focus
on accountability and legitimacy to assess whether the direct election of
the mayor arrives as a result of concerns about local democracy reflect-
ing common national or international themes and which therefore
transfer across national boundaries (Dolowitz and Marsh 1996, 2000;
Evans 2009). In addition, the size of local government in our selected
countries varies considerably and that variation enables us to consider
whether the introduction of elected mayors also varies with local gov-
ernment size.

The concentration of political decision-making power in the mayor
alone, while enabling him or her to act quickly, can sit uncomfortably
in countries where a more fragmented, collectivist approach to political
power and decision making is usual. Elected mayors exist across Europe,
however, often as part of a series of reform packages designed to enhance
the legitimacy and accountability of local government in, for example,
Germany, Greece, Italy, and Poland; meanwhile many European nations
remain wedded to indirect appointment of the mayor.

In the next section a brief outline is given of the local government sys-
tems in our chosen countries as a contextual setting for the chapter. The
third section explores the common themes and debates about the reform
of local political leadership across our countries, concentrating on local
political legitimacy, accountability, and visibility as central concepts within
a wider debate on reform. The final section draws out the main lessons for
the reform of local political leadership.
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THE LocAL GOVERNMENT LLANDSCAPE

In this section a brief overview of local government is given for each of
our countries where we explore the debates about the direct election of
the mayor so as to be able to elicit whether there are systemic distinctions
within countries that make elected mayors more or less likely.

Czech Republic

The 1993 Constitution of the Czech Republic decreed municipalities as
the basic territorial self-governing units, entrusting them with the execu-
tion of local self-administration and some state administrative “transferred
responsibilities.” Since 1990 municipal elections have taken place every
four years, with a 74 percent turnout in that year, which gradually declined
to 49 percent in 2010. Elections use a proportional system and voters are
faced with choosing from the following: registered political parties and
movements; coalitions of political parties and movements; independent
candidates; associations of independent candidates; associations of politi-
cal parties or movements; independent candidates. The local proportional
electoral system means that in most cases municipal councils are multi-
party and typically the winning party has the strongest position in the
municipal board and holds the mayoralty which is chosen by councilors.

England

England, some 84 percent of the United Kingdom, is the only country
excluded from the Celto-centric devolution introduced by the Labour
government of 1997, which created national chambers for Scotland,
Wales, and Northern Ireland—there is no English Parliament. There are
however, 352 councils with a mix of two-tier county and single-tier uni-
tary authorities and all councilors serve for four years. The electoral system
is simple majority, first-past-the-post.

There are 16 directly elected mayors in England (excluding the mayor
of London); 14 of these result from a “Yes” vote in a local referendum,
two from a resolution of the council. The electoral system used is the
supplementary vote where voters mark a cross “X” by their first and
second preference candidates and if no one candidate has over 50 percent
of the vote all but the top two are eliminated and the second preferences
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redistributed to provide a winner. As a result of the 2015 local elections
in England just over 90 percent of all councilors are members of the
Conservative or Labour parties or Liberal Democrats. In the first mayoral
elections in 2002 independent candidates were successful in five of 11
contests; in 2015, 14 elected mayors are from the three main parties and
three are independents.

Slovenia

The current Slovenian single-tier local government system was introduced
in 1994. The municipal council (legislative) and the mayor (executive)
are directly elected using either majority voting (the mayor, in smaller
municipal councils) or proportional voting (in larger municipal councils).
Mayors are directly elected by local citizens and along with councilors
have four-year terms and can be re-elected an unlimited number of times.
Local electoral participation was high in the elections just after 1994 but
recently turnout rates have fallen to under 50 percent. Nonetheless there
is still a very lively local democracy with many non-partisan candidates and
local lists presenting themselves for election; since 2006 political parties
have been losing support while independent candidates and lists have been
gaining in mayoral and council elections. At the local elections in 2014
there were 115 independent mayors elected and independent lists and
candidates received 29.2 percent of the votes.

Spain

Despite Spanish municipalities’ proportional representation ensuring a
multi-party system at the local level, the electoral threshold of 3 percent
favors the large parties and makes the electoral results more a bipolar sys-
tem. The voting lists are closed and blocked and the councilors, whose
number depends upon the size of the locality, serve a four-year term and
are subject to strong party discipline which means they are more depen-
dent on the party machine than on their electorate. In this context the
election of independent councilors is rare. There are no elected mayors in
Spain, rather the mayor is normally the candidate who heads the victori-
ous party list and is therefore a choice of the party rather than the voters
directly.
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Sweden

Local government in Sweden consists of two tiers: municipalities and
counties. Councilors are elected for four-year terms and the elections to
the municipalities and county councils are held on the same day as the
national elections. A system of proportional representation is used and a
party label is compulsory on the candidate list; there is no room for non-
party candidates. There is however, no limit to forming local parties, but
as would be expected from the system there is a dominance of the national
parties in local politics and about 95 percent of councilors represent one
of the eight main parties in parliament. There are no directly elected may-
ors in Sweden, where a grip is maintained on collectivist decision-making
through the existence of an executive committee, drawn from the council,
and a range of other committees through which the collective involve-
ment of councilors in decision making takes place.

LocAL PoriticAL LEADERSHIP: POLITICAL POWER,
LEGITIMACY, AND ACCOUNTABILITY

If mayors are the solution to local government, it is fair to ask: What is
the question (Orr, 2014)? In this section we consider the policy debates
about the legitimacy and accountability of local political leaders. It is in
this context that we need to consider the different political interpretations
and conceptions at play and how those lead policy makers and local politi-
cians to varying conclusions about the structures and processes needed to
achieve the effective use of local political power and to ensure its legiti-
macy and accountability.

Local Political Leadership and Accountability

Collectivist and individualized decision-making both find opponents and
supporters in all political parties and internationally. In England, where
prior to the Local Government Act 2000 a committee system was the
norm, no individual councilor had any legal executive powers; since 2000,
elected council leaders and cabinets have had executive responsibilities. In
Sweden, with similar collectivist traditions, the chairperson of the execu-
tive committee, who represents the majority administration and in practice
often has a strong informal position but has no formal individual powers,
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rather depends on the council or committee for the ability to take action.
Nor does the chairperson function as head of the administration.

In Spain mayors are not directly elected, although such an idea was sup-
ported by the Spanish Socialist Party in 1998 and the conservative Popular
Party in 2014 and both parties were motivated by the need to strengthen
their own political control of municipalities and not local executive power.
The arguments put forward at the time recognized the need for a strong
democratic link between political leaders and citizens and a system more
representative of the democratic process than one controlled by councilors
alone. Part of the Spanish argument also reflected questions of legitimacy
caused by councilors crossing the floor and changing the political con-
trol of a council without an election, a pertinent problem where the elec-
toral system delivers a large number of parties into the council chamber.
Elected mayors thus equal stability, and this particular systemic factor also
enhances accountability and legitimacy by stressing the importance of the
visibility of the decision makers. While the main Spanish parties have seen
advantages in elected mayors, the debate is stalled because of the lack of
public support, the entrenched nature of local political elites more used to
having influence over a mayor who heads a party list, and a broader reform
focus on mechanisms of citizen participation generally.

When we look at the two most recent members of the democratic
club—Slovenia and the Czech Republic—we see concerns with the same
questions of power, legitimacy, and accountability, but two different
responses in these post-communist countries. In the Czech Republic local
political leadership is based on the indirect election of the mayor by the
council, with the mayor’s responsibility to the council rather than to local
citizens. The assumption is that local political power is best constrained by
elected councilors whose role it is to focus more acutely than would citi-
zens on the actions and use of power by the mayor. Thus, accountability
and legitimacy are products of a political process internal to parties and
political institutions and of a collectivist turn.

Slovenia took a different approach to accountability and legitimacy,
with mayors held directly to account by the public. Indeed, the stress
lay on the idea that politicians, locally, are acutely aware of the fact that
periodic elections enable voters to evaluate their accomplishments when
deciding on their vote. Election and local electoral behavior was the way
of providing an opportunity for citizens to entrust either an incumbent
or some other candidate with the functions of local political leadership,
rather than the internal working of political groupings. The emphasis here
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is on the direct link of accountability between mayor and citizens, rather
than such accountability resting with a council.

We also see in four of our countries that a final settlement has yet to
emerge as to whether accountability and legitimacy is best served by direct
or indirect election. Elected mayors are still being debated in the Czech
Republic, a debate inspired by direct mayoral elections across Europe
(Saradin and Outly 2004; Jiiptner 2004, 2009; Balik 2009), and in
Sweden independent analysts and academics have discussed such a reform
along with the Swedish Association of Local Authorities and Regions. A
recent survey of Swedish councilors showed that 33 percent favor direct
election of chairs of municipal executive committees (Gilljam et al. 2010),
suggesting interest in the mayoral approach but one yet to overcome the
collectivist local political tradition. England and Spain continue to grapple
with the strengthening of accountability and legitimacy locally through the
office of elected mayor, with the government of the UK insisting that new
powers and responsibilities devolved to combinations of English authori-
ties will only come with an elected mayor. It is only Slovenia that made an
early and steadfast commitment to elected mayors and tellingly there we
see independent candidates have improved their performance in mayoral
elections since the inception of the office (Kukovi¢ and Hacek 2013).

The concern with independent candidates for mayoral office and
their performance, relative to national political parties, is also related to
questions of accountability and legitimacy. If mayoral offices are held by
members of national political parties and those same parties are also well
represented on the council, then unless councilors fully adopt a separation
of powers in their work, party politics will interfere with accountability
(Copus 2008, 2011). Mayors from outside national parties provide an
additional democratic element in the local political landscape and are a
way of undermining national party control of local government (Elcock
2008; Aars 2009). Indeed, without a party machine to support them the
enhanced visibility of action that comes with direct election could serve
independent candidates well, while visibility in leadership action also pro-
vides a bonus for accountability.

Local Political Leadership: Visibility and Profile

In the countries studied here, the debate about the merits of elected mayors
has been accompanied by consideration of how local politics can become
more visible and therefore more meaningful to citizens. Visibility of the
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local political leadership was a central feature of the Blair government’s
support for elected mayors in England: where committees hid responsi-
bility, direct election made it clear and identifiable and would strengthen
the link with the voters that leaders chosen by the council lacked (DETR
1998, paras 5.4:29, 5.14:31). The argument that direct election enhances
visibility reflects a general attitude across our case study countries, but in
these countries visibility can also be secured by municipalities of a smaller
size than those in England. Where municipalities are small, visibility of
the local political leader is easier to achieve and yet that was no barrier to
the introduction of elected mayors in Slovenia and the ongoing debate in
the Czech Republic where the large number of small municipalities make
visibility of the local political leader far less of an issue. Yet increases in the
size of local government units and the need to ensure visible local leader-
ship do not automatically lead to the arrival of elected mayors. Despite
local electoral turnout and trust in local government in Sweden being
among the highest in Europe (Loughlin et al. 2011) there has been seri-
ous concern for the state of local democracy since the 1974 amalgama-
tions, which generated a large flow of reform proposals, none of which
included elected mayors.

Slovenian local government rests on the notion of a visible mayor as the
public face of the municipality and council; indeed, the mayor is the exter-
nal representative of the municipality. In the Slovenian case mayors are
very much the “masters” of the municipality (Kukovi¢ 2014, pp. 23-25).
It is not only the legitimacy of the power to act that matters; it is also
that citizens are aware of who is taking action. We see a contrast in Spain,
however, where the institutionalization of local political parties and the
power of the party group in municipalities (Sweeting 2009; Iglesias and
Mendieta 2010) and the path-dependent response to reform have acted as
a barrier to direct election. But again, in the Spanish context, with many
small municipalities visibility is less of an issue.

Although elected mayors are a widespread phenomenon across Europe
(Borraz and John 2004; Back et al. 2006; Magre and Bertrana 2007),
our five countries have come to different stages in the debate about their
adoption. Despite resistance to elected mayors in four of the countries,
reformers remain concerned with the legitimacy, accountability, and vis-
ibility of local government. Given that we have selected only one country
where elected mayors are the norm and one where there is a partial, minor
adoption, we are concerned now to explore what our selection tells us
about the nature of political ideas travelling across borders (Peters 1997;
Dolowitz and Marsh 2000; Evans 2009).
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WiLL MAYORS TRAVEL?

When we look at the issues of legitimacy and accountability it is surprising
that directly elected mayoral leadership has not been adopted more widely
in our selected countries. It is surprising because each has explored, in its
own terms, how to make political power locally more effective and more
democratic—that is, legitimate, accountable, and with a direct link to the
voters. It is also surprising because in each of our countries the precondi-
tions for policy transfer are favorable as each shares a number of cultural,
economic, and political characteristics with other European countries and
because our two former communist countries have looked westwards in
devising new systems of local government.

Direct election appears an obvious reform when representative democ-
racy faces challenges such as citizen disengagement and problems associ-
ated with party decline (Blondel 2002; Drummond 2006; Blyth and Katz
2005, p. 40; Seyd and Whiteley 2004, p. 358). Even though politically in
England and Sweden individualism has a strong cultural hold this has not
transferred into support for individualistic political decision-making which
in these two countries has remained stubbornly collectivist (Pettersson
and Geyer 1992; Inglehart and Welzel 2005). Each of our countries has
shown little reluctance in reforming its system of local government, gen-
erally. England and Sweden comprehensively reformed their structures of
local government with mergers in the mid 1970s and England has since
seen a gradual reduction in the number of councils. Slovenia and the
Czech Republic reinstated democratic local government when faced with
the need to develop a system of representative local democracy rapidly
after the fall of communism. The Spanish constitution guarantees the right
to self-government of the nationalities, regions, and autonomous commu-
nities of Spain, which suggests that a partial and gradual development of
mayoral local government is more likely than wholesale reform. What are
the reasons for the reluctance to introduce mayors in England, Sweden,
and Spain, and why the delay in the Czech Republic? We can explain this
by taking a historical institutional perspective and examining the power
and resilience of the norms and practices of local politics that contribute to
systemic resistance to reform of political decision-making within our cho-
sen countries. There are a number of components to such resistance which
themselves reflect political, constitutional, institutional, and cultural fac-
tors which make elected mayors more or less likely to be introduced.
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One component is the traditional strength of political parties in local
politics (Saiz and Geser 1999; Buch Jensen 2000; Copus 2004; Ringkjob
2004; Clark 2007; Copus and Erlingsson 2012). We have seen that 94
percent and 90 percent respectively of councilors in Sweden and England
come from the main national political parties; in Spain currently the two
major political parties account for 71 percent of councilors and if national-
istic parties are taken into account the figure rises to nearly 80 percent. In
Slovenia, however, the rate of councilors from parties in parliament stands
at just 51 percent. Where the nationalization of local politics has taken
place, with national party control of local government, elected mayors
introduce an element of uncertainty among local elites that independent
candidates may win mayoral office.

A tradition of collectivist, committee-based councilor decision-
making—even in a single-party cabinet—displays a reluctance to cede
power to directly elected mayors (Goldsmith and Larsen 2004; Aars
2009). Not only is this a cultural consideration but it is also about raw,
practical politics—why would councilors willingly hand power first to the
electorate to decide who the mayor should be and second to the mayor?
Elected mayors not only break the tradition of collective, party-based
decision-making, they also challenge the dominant role of political parties
in local government (Copus 2011; Wollmann 2012).

Where the shift from local government to local governance is most
pronounced there is more of an institutionalized challenge to the sta-
tus and role of local government, and such a shift has been marked in
England. In cases where networks between local government and other
local interests have been less important, such as in Sweden, there has not
been the need for a powerful, directly elected local political leader to
establish the position of the council within networks (Aars 2009). Thus,
traditional collectivist democracy can cope with the shift to governance
which does not necessarily stimulate the arrival of elected mayors (Montin
and Hedlund 2009).

It would appear that longstanding patterns of political organization can
resist change. But if we look at countries such as Germany and Italy, when
a particular point of historical or political crisis occurs it can stimulate the
arrival of elected mayors; in transition countries the direct election of the
mayor is a widespread phenomenon as a result of the political crisis of
the fall of communism (Swianiewicz 2014 ); there is even a debate taking
place in Ireland as to whether Dublin, as the capital city, should have an
elected mayor. In these few examples we see that historical institutionalism
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can help explain the arrival or not of mayoral governance, a suggestion
that future research could confirm especially in more established Western
European democracies.

CONCLUSION

Directly elected mayors have been introduced into an increasing number
of European countries as a response to the crisis of legitimacy, visibility,
and accountability facing local representative democracy (Kersting and
Vetter 2003; Berg and Rao 2005; Loughlin et al. 2011). Elected mayors
were intended to provide a swifter and legitimate response to the pres-
sures local government experienced from urbanization, globalization,
Europeanization, increasing demands on services, and growing partici-
patory pressure. There has, however, been an uneven spread of elected
mayors and in our countries, at least, we have seen that existing traditions
of local political decision-making are hard to shift.

What we have presented in this chapter is a first analysis of the debates
as they have occurred within and across the five countries studied. It will
be necessary for future comparative research and analysis to consider the
appropriate analytical framework within which such exploration should
take place. Moreover, future analysis will need to explore the link between
path-dependent policy development, historical institutionalism, and the
transfer and diffusion of policy across local, regional, and national bound-
aries. The limit of space has meant that it is only possible to highlight
rather than to explore those issues at this stage, but we can conclude
that, despite debates about the accountability, legitimacy, and visibility
of local political leadership, the direct election of the mayor is not com-
pletely acknowledged as the appropriate way of enhancing those features
of local democracy. Indeed, we see that collectivist decision-making results
in a conceptualization of accountability and legitimacy of local leader-
ship as directed toward councilors, not citizens, and which downgrades
leadership visibility to an unimportant characteristic. Direct election of
the mayor fundamentally challenges existing patterns of behavior among
political parties and councilors by transferring power to the public. The
processes of reforming local political leadership by the adoption or rejec-
tion of the direct election of the mayor will come up against the power
of local political elites. In our chosen countries elected mayors have not
traveled well, indicating that for reforms to travel across borders, policy
makers and practicing politicians must agree with them!
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CHAPTER 18

Local Democratic Renewal by Deliberative
Participatory Instruments: Participatory
Budgeting in Comparative Study

Norbert Kersting, Jana Gasparikova, Angel Iglesias,

and Jelizaveta Krenjova

INTRODUCTION

The crisis of local representative democracy can be seen, on the one hand,
in growing political apathy, cynicism, and a decline of voter turnout as well
as political party membership (invited space) in a number of cities; and, on
the other hand, in growing political protest and violent and non-violent
demonstrations (invented space) (see Kersting et al. 2009, 2013a). Both
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phenomena are influenced by the financial restrictions and an omnipres-
ent financial crisis at the local, regional, and national levels (see Denters
et al., Chap. 19 in this volume). Democratic innovation focusing on local
representative democracy and direct-democratic democracy seem to have
little eftect (see Vetter et al., Chap. 15 in this volume). New forms of talk-
centric deliberative democracies are implemented in some cities (Kersting
2008; see “deliberative turn”). Most of these new participatory instru-
ments are implemented at the local level by local administration and in the
2010s Participatory Budgeting (PB) processes became one of the most
important instruments (see Sintomer et al. 2008; Diaz 2014).

We focus on three questions, which include an analysis of implementa-
tions, actors, and goals as well as results. Who are the driving and pro-
moting actors supporting these instruments? It is hypothesized that local
administration and directly elected mayors are key actors, while the coun-
cils are more hesitant in implementing these instruments (see Kersting
2008). What kinds of instruments are implemented and for what purposes
(goals)? We argue that despite a broad variety in different countries, PB in
Europe focuses more on public brainstorming and less on planning, con-
flict resolution, social capital generation, and pro-poor welfare policies.
What is the influence of new information and communication technolo-
gies (ICT) on the development of new instruments and local governance
strategies (the online component)? We argue that in most PB processes
the online component becomes more important, which may reduce the
quality of discourse and the possibilities of increasing social capital (see
Kersting 1995, 2013a).

Owing to its informal, non-constitutionalized character, local delib-
erative democracy is facing a lack of comparative research and data.
Consequently, other questions such as the level of integration (who is
included and who is excluded?), and the impacts on local groups (what
are the reactions by citizens, politicians, and administration?) cannot be
covered here, and need further comparative research (see also Gabriel and
Kersting 2014). Here typical case studies from Spain and Germany as well
as Estonia and Slovakia will be analyzed. These countries differ in the
local political and administrative culture (Eastern, Central, and Southern
European), socialist past (Slovakia, Estonia), size, level of decentralization,
and federalism. Some countries were early adopters of the new partici-
patory instruments (Spain) and others are latecomers such as Germany,
Slovakia, and Estonia (see Kersting and Vetter 2003; Kersting et al. 2009).
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DELIBERATIVE DEMOCRACY IN THE CONCEPTUAL
FRAMEWORK FOR POLITICAL PARTICIPATION

According to Kersting (2013a), political participation can be divided into
four different political spheres: participation in representative democracy
(elections, voting for representatives), participation in direct democracy
(referenda, voting on issues), deliberative participation (talk on issues) and
demonstrative participation (demonstrations, symbolic expressive partici-
pation). These spheres can have online and offline components. Kersting
(2013a) argues that, due to the specific character of online participation,
these instruments focus more on demonstrative participation as well on
direct democratic participation (votes and likes, for “clicktivism” and
“slacktivism”; see Christensen 2011). This direct democratic participation
includes crowd sourcing instruments which allow citizens to make sugges-
tions and which allow everybody a vote on these recommendations (such
as by e-petitions).

In 1992, after the Rio de Janeiro Conference on Sustainability and
Development most countries introduced the Local Agenda 21 process. In
the European countries some Local Agenda 21 activities started early and
some were latecomers (Germany). In the global South, democratic inno-
vations such as PB processes were already implemented in the late 1980s
at the local level, supported by donor agencies such as the World Bank,
especially in Latin America (see Sintomer et al. 2008).

There are different definitions of PB which do to a certain extent over-
stretch the instrument. For the purposes of this study, PB is defined as a
process that encompasses participatory methodologies and participatory
instruments for information, communication, and decision making in the
local, regional, and national budgetary process. According to Sintomer et al.
(2008, 2010), PB processes encompass an information phase, a consulta-
tion phase, a prioritization/evaluation phase, and an accountability phase.
In its original type, local representatives (from the neighborhood or from
organized interest groups) and open forums are informed (the information
phase), make recommendations (the consultation phase), and discuss and
deliberate on new projects. In some cases at the neighborhood level a certain
budget is given to the neighborhood to develop these projects. Then these
groups prioritize (often using criteria such as poverty) (the prioritization/
evaluation phase). These lists of projects are included in the local budget
discussion in the city council. Local government has to inform the neighbor-
hood about the status of implementation (the accountability phase).
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There is a broad range of talk-centric and vote-centric participatory
methods and instruments (open forums, mini-publics, and stakeholder
conferences). Certain goals can be identified. The primary goal of PB is to
influence directly or indirectly the decision-making processes. Secondary
goals can focus on political civic education, community building, con-
flict resolution, pro-poor policies, and so on. In Latin America in the
1990s these forms of political participation development were sometimes
strongly related to pro-poor self-help strategies (see Kersting et al. 2009).
In Europe only some countries and cities have followed the Brazilian
example in implementing and focusing on open forums. Some had stake-
holder conferences that included only organized interests. In Italy most
instruments were predominantly organized as mini-publics with a smaller
group of randomly selected representatives. Around the world in 2013—
depending on the definition and the status—there were around 2000-
2700 participatory budget processes (Sintomer et al. 2013). In 2010,
Europe had around 200 cases. The leading countries were Spain, Italy,
and Portugal. Owing to the financial crisis some of them stopped in the
2010s. These were cases where mostly informal instruments were trans-
ferred into formal institutionalized processes; for example, in the province
of Tuscany (Italy) or in Poland participatory budgets are prescribed by
law as well.

DELIBERATIVE TURN IN EUROPEAN CITIES: COMPARATIVE
STUDIES

In the following, deliberative democracy instruments will be analyzed in
different European countries using the criteria for evaluation (goals, main
promoting actors, and online component). Other evaluative criteria such
as openness, control, transparency, and impact (see Kersting et al. 2008,
pp- 45f.; Geiflel and Newton 2012) will not be analyzed. The case studies
are regarded as typical PB processes in their countries.

Spain

Since the second half of the 1990s there has been a sustained engage-
ment with democratic innovations in Spain (Iglesias and Barbeito, 2014).
In Spain there exists a wide array of participatory practices concerning
the whole of Spanish territory. Although systematic studies are still lack-
ing, these include information gathered from citizens’ juries and forums,
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consensus conferences, and City Strategic Planning agendas, as well as
consultations and satisfaction surveys.

The most recent innovative practices and instruments favored by local
democratic Spanish governments have been online participation and par-
ticipatory budgets. PB processes have been in operation in Spain since
2001 and represents a great variation to the participatory instruments that
local governments have already implemented. There is no national policy,
per se, on PB; all of the experiences are the isolated initiatives of local gov-
ernments. However, the Spanish National Federation of Municipalities
(FEMP) promoted and contributed to the awareness of these experiences
by providing a framework within which PB could be developed on a larger
scale. Most of the experiences have been in large and medium-sized local
governments, with no evidence of what has occurred in small and rural
localities.

It could be argued that PB practices in Spanish local governments are,
in general, applied within a more broad-based participatory model, and
that therefore PB has been coordinated with other participatory practices.
In terms of numbers, since 2001, approximately 80 cases can be identified,
originally inspired by Brazilian experiences, concerning large and medium
urban localities. Regarding territorial diversity, some Autonomous
Communities have been more active than others; for example, more expe-
riences of PB practices are concentrated in the regions of Andalucia, the
Basque Country, Valencia, and Catalonia. The first experiences with PB,
and likewise the largest number of cases, have been designed and imple-
mented by local governments led by left-leaning political parties (IU and
PSOE). In addition, the number of experiences and experiments with PB
boomed following the 2007 local elections; however, after the 2011 local
elections there was a sharp decline in such practices.

Case Study of Seville

Seville is a large Spanish city with a population of approximately 720,000.
The governance structure of the city includes a “strong mayor” form
(Mouritzen and Svara 2002) where the mayor is elected within a propor-
tional representation electoral system whereby all council members are
elected in closed party lists. Under the mayor, a heavily top-down adminis-
trative structure operates which includes district governments. Community
activism operates mainly through neighborhood civic associations and
within a legal framework provided by a local participatory ordinance. The
size, capacity, and resources of these civic associations vary across the city.
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Inspired by the Porto Alegre experience, PB was introduced in Seville
in 2004. The initiative to introduce PB originated from one of the minor-
ity members of the coalition government (IU) and was consistent with
previous participatory policy, as well as being framed within a broader
pragmatic strategy of public—private collaboration. Initially there was weak
political support for PB since most executive councilors were not involved,
arguing a potential lack of ability on the part of the populace to under-
stand complex bureaucratic issues and processes. They were, therefore,
skeptical of the efficiency of deliberative democracy. The opposition coun-
cilors were, quite simply, against a process that involved only a small por-
tion of the total operating budget; namely 0.7 percent of the total financial
resources (2005). This was the environment within which the process of
PB was initiated and implemented.

The main objective was to empower local citizens (mostly at an indi-
vidual level, although some neighborhood associations were also invited)
and citizen participation through deliberative experimentation. Although
most of the participants had previous participatory experience, particu-
larly in terms of representation, the method of participant selection was
biased towards those civic associations linked to the political group that
initiated the process. The immediate implication was that some key civic
associations and social movements were excluded, although there was a
Participatory Unit that supported the development process and assisted
civic associations in organizing meetings, the attendance at which was
uneven in that most of the participants were citizens who had previous
been involved in the city’s local politics. Furthermore, the steering com-
mittee for the PB was composed mainly of members of the local admin-
istration. What is more, while citizens were involved in designing the
process, their deliberations were often mediated by experts. Nevertheless,
within this context, citizens identified some priority proposals, and after
deliberation those projects were voted on at a district level.

During the first three years the total number of participants amounted
to 12,000 with more than 200 suggestions, but they were concentrated
in a few neighborhoods. In addition, most of these suggestions were
modified in order to be included within the broader and technocratically
designed urban projects, which makes it impossible to evaluate to what
extent the proper citizens’ proposals were implemented.

Furthermore, the huge cuts in public sector spending (required by the
EU) have particularly affected local Spanish governments. Within this
restrictive environment of the 2011 local elections there was a change
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of political leaders in most local governments that had PB in operation,
which has essentially resulted in a shutting down of these experiments.
Finally, the 2013 Local Government Act was passed by the Spanish central
government, promoting a recentralization process and the privatization
of local public services which have, with democratic issues being absent,
had a negative impact on participatory policies including, but not limited
to, PB.

Slovakin

After the Velvet Revolution in Czechoslovakia in 1989 and the founding
of the independent Slovak Republic in 1992, one of the most important
manifestations of participatory democracy has been PB, in operation since
2012.

It is necessary to understand that PB is a new instrument included
within previous political instruments that have influenced the political
culture of Slovak public officials regarding decision-making processes
concerning municipal budgets and also their level of acceptance of active
citizen participation in these decision-making processes.

Interest among citizens in full participation in the public arena was
increased after the accelerated development of municipal policy, especially
in various locations over the last several years in both small villages and
also in larger towns, where active citizens started organizing themselves
into various community and non-profit organizations. This interest in
involvement in public issues has been manifested in several cities such as
Banska Bystrica (population 78,000), Bratislava and Ruzomberok (popu-
lation 27,000).

A common thread in these three cases that has influenced the concept
of PB has been the special interest of many citizens in the restoration of
community life, which had been partly destroyed during the long socialist
era of industrialization. The interest in PB represents desire for the resto-
ration of their community in general, for better planning so as to support
adequate municipal projects, as well as dedication to local needs in their
communities. The local actors in these three cities have mostly been vari-
ous civic associations that are interested in participation in budgeting and
the implementation of local projects. One of the most important national
civic associations has been pushing for the implementation of the PB
process in Bratislava and has backed various participatory projects in the
Slovak Republic. The other type of actors are those who normally gather
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together in participatory activities based on local interests groups, profes-
sional groups, students and neighborhoods and their activity is often more
targeted and brings better results.

Case Study of Bratislava

In Bratislava (population 450,000) PB was defined as civil budgeting
because acceptance of PB has been supported by citizens and activists in
accord with their interest in upgrading Bratislava’s public, community
space. Citizens’ different ideas about the implementation of various public
projects culminated in the development of an online instrument labeled
the “public stock exchange.” This was internet-based and its web address
was advertised on Bratislava’s city council webpage. All citizens over 18
years old could contribute their ideas and projects and post information
on the website.

Finances allocated for PB were not distributed via various public grants
but were and have remained part of the municipal budget. Locally elected
officials decided how much financial support should be allocated for dif-
ferent projects based on what they considered the primary public inter-
est. The sum of money allocated for public projects was between 0.2
and 1 percent of the municipal budget. In Bratislava, the PB in 2014 for
six public agendas was €46,000 (of the total €370 million city budget).
Bratislava’s PB has several agendas such as for traffic and roadways, envi-
ronment, culture, sport, social aid, and social assistance.

The primary public interest in PB is concentrated on a selection of
appropriate projects from within the abovementioned agenda. All projects
that are selected by the public must be executed according to the regu-
lations for public procurement and a municipality’s internal budgetary
regulations. This process has to be controlled by the public, particularly
by participatory civic forums that are expected to be very active in the
process.

The primary interest of these forums is solidarity and cooperation based
on rational support of real spontaneous activities, support of various partic-
ipatory networks, and participatory communities. Bratislava’s PB was sub-
ject to severe criticism in 2014 by the general public, especially concerning
the legality of the decision-making processes developing from cooperation
between public forums and public officials, resulting in ignorance on the
part of public officials from the municipality of Bratislava. This ignorance
damaged the true functionality of PB in Bratislava, because active par-
ticipation of citizens on a local level was not supported by positive and
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transparent interest on the part of municipal officials. Paradoxically the
possibility of strengthening public participatory measures owing to the
political culture of municipal officials was reduced in Bratislava.

In Slovakia, the online component and the strong role of the civil soci-
ety become obvious. The true functionality of PB depends not only on the
active participation of citizens at the local level but also on real supportive
interest on the part of the municipal officials. Support for PB at the local
political level (invited space) is, perhaps somewhat paradoxically, one of
the prerequisites for strengthening public participatory space (invented
space) in Slovakia.

Estonia

Estonia, like other Central and Eastern Europe (CEE) countries, experi-
enced the change from an undemocratic to a democratic regime (Mishler
and Rose 2001; and Titma Rimmer 2006). This has had a definite impact
on the formation of the political culture as well as on the perception of
the state in general. The same can be argued about the local government
level, as the prevailing culture of the public’s mistrust of politicians is
contributing to the perception of the citizen’s role in a “legal” manner,
that is, as a legal status and the opportunity to guarantee oneself civil
and political rights, rather than presuming social obligation to participate
in the governing of one’s own state/municipality (Kalev et al. 2009).
Hence, the experience  of local administrations in Estonia in the field
of citizens’ participation is rather limited. In view of the rapid growth of
ICT, e-participation has received much attention in Estonia. At the local
level, however, it has not developed as much as at the national level, not
least perhaps because cities mainly use ICT for information dissemination
rather than for the genuine inclusion of their citizens (Hinni 2009).

Hence, Tartu was the first city in Estonia to try PB during the pilot
project in autumn 2013. By autumn 2014 four cities in Estonia had
already implemented PB initiatives. Tartu, with a population of 95,600,
is by far the largest of these; the other municipalities are rather small,
Viljandi counting 17,600 residents, Kuressaare 14,000, and Elva 5800.
All four PB cases have minor differences but the same overall structure,
involving initially the gathering citizens’ input followed by the selection
of proposals by the experts; the process is finalized by citizens voting. All
cities have the obligation to bring to fulfillment the idea that has gathered
most votes.



326 N.KERSTING ET AL.

Case Study of Tartu

The topic of PB was first introduced to Estonian local decision-makers
during autumn 2011 in the framework of the project “Participatory
Budgeting in Local Governments” implemented by an Estonian non-
governmental organization, the e-Governance Academy Foundation
(eGA). The idea of PB fell upon fertile ground in Tartu, as there was
strong political will among the members of the city government and city
council to pilot this initiative. In particular, the mayor of the city was very
enthusiastic about integrating new participatory practices into the every-
day governance of the city.

One of the main objectives of PB was the improvement of under-
standing of the city budget as well as the decision making within the city
government (see City of Tartu, 2014). Other important objectives have
been cooperation between communities, increased civic participation, and
the learning factor. Planning and executing projects have to teach those
involved to carefully consider problematic areas as well as to try to find
possible solutions.

As a result of numerous discussions, arguments, and the exchange of
ideas during the preparatory stage of PB (Krenjova and Reinsalu 2013),
it was agreed that the PB in Tartu was to consist of the following stages
(City of Tartu, 2014). First, from late August to early September, the
presentation of ideas was to take place (via both offline and online tools).
Everyone was eligible to present ideas for an investment of up to €140,000
(which constituted approximately 1 percent of the municipal investment
budget). In total 158 ideas were submitted, one of them on paper while
all the others were submitted electronically. After this the experts analyzed
and consolidated similar ideas, assessed them, and commented on their
estimated cost until October 2013. As a result of this stage, 74 ideas were
selected for the public vote. The presentation of the ideas took place in
mid November 2013. The event was broadcast online and the ideas were
accessible on the city’s webpage. Every Tartu resident of 16 years or over
was eligible to vote. In total, 2645 votes were cast, 2370 of them elec-
tronically and 275 on paper, which constitutes approximately 3.3 percent
of all eligible voters in the city of Tartu. The most active cohort was voters
aged 30-36 (36 percent of all voters). The idea that won the largest num-
ber of votes (773) was named “Investment in Presentation Technology
for Culture Block.” Tartu city council confirmed its adoption by accepting
the budget on 19 December 2013.
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After the pilot project, the city of Tartu decided to continue with the
implementation of PB, but with its structure amended. The idea was to
provide the citizens with more opportunities to present and discuss their
proposals among themselves as well as with the experts in the field. The
PB structure now includes thematic workshops where both the owners
of the ideas as well as experts in the field are participating and discuss-
ing the proposals. The objective was to select five ideas during every the-
matic session that would be put up for public vote. Also, the voting system
was changed by giving everyone three votes, so that “small ideas” would
have better chances. The amount of money allocated for PB remained the
same—<€140.000; however, the new rule of two winning ideas was estab-
lished. The submitted proposals had to be either an investment object
or a public event; the maximum cost of each could not exceed €70,000
(Krenjova and Reinsalu 2013).

In Estonia, the online component and the strong role of the mayor and
the executive became obvious. Estonia is one of the leading countries in
e-administration. There exists little research about the potential of PB to
transform administration (see Baiochhi and Gamuza 2014). One of the
decisive factors in combating political confrontations is to give the lead-
ing role in designing the process to neutral and independent institutions
and experts. Furthermore, the political will to initiate and to implement
the process can aid in paving the way to go beyond the limits of financial
autonomy (Krenjova and Reinsalu 2013).

Germany

In Germany, participatory instruments were implemented in the 1970s, but
the country was a latecomer in the Local Agenda 21 process. From 1998
a broad variety of local participatory instruments were implemented. In
2006 PB processes were imported, by 2012 PB was booming in Germany
and in 2013 it was implemented in more than 100 large cities. A further
100 other cities had already experienced or are planning to implement this
instrument. Some 90 percent of the cities use PB as a kind of electronic
suggestion box (see Kersting 2013b). Most cities have predominantly only
online participation and some cities have additional “face-to-face regional
workshops” mostly characterized by low turnout. These included cities
such as Cologne, Bonn, Oldenburg, and Frankfurt. An exception is the
most prominent German PB process in the Berlin district of Lichtenberg.
It focused more on offline instruments and neighborhood networks.
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Nevertheless, in these forums just a small number among the population
takes part. Only in Lichtenberg did the face-to-face forum have high rates
of participation.

Case Study of Miinster

In 2010 the city of Miinster (population 300,000) decided to implement
a PB process. The initiative came from civil society, the administration,
and the directly elected mayor himself. Due to the local financial crisis the
council decided that from 2012 onwards PB process would only be imple-
mented bi-annually. Furthermore, in 2012 suggestions were accepted
only if they reduced local government spending.

In March 2011 an online instrument was implemented whereby citi-
zens could make recommendations. This was controlled for hate speech,
supervised (and “censored”). There was also the chance to send sugges-
tions by ordinary mail. Additionally in five city districts, open forums were
implemented, but these had a very low turnout. There was a much higher
rate of participation online and more citizens participated (27,000 com-
ments from 1400 voters), in accord with empirical findings in other cit-
ies. Online proposals were controlled and supervised in that period, to
avoid inappropriate suggestions. In the following period of six weeks, citi-
zens voted for certain proposals via the internet. It could be shown that
some societal groups utilized the instrument for their purposes. Thus in
2011 the renovation of one school building was suggested and was ranked
high. It can be argued in this case particular interest groups (parents and
pupils at this school) were successfully mobilized. In 2011 in total around
440 proposals were made. There were 2700 comments and 1400 citi-
zens voted. The comments were proofed beforehand, were in general very
short and there was no adequate dialogical deliberation. The votes allowed
Yes, No, or a neutral vote. In 2012 and 2014 the administration used a
representative survey to poll opinion on the top suggestions. This was to
give them greater legitimacy and to avoid the overrepresentation of par-
ticular interest groups. The results were included in the ranking and addi-
tionally presented to the council members. In the third phase the most
popular recommendations were transferred to the administration, which
had to approve them regarding the legality and feasibility. Although this
was regarded as additional work, most administrative staff were quite open
towards the suggestions. After the approval, the best recommendations
were transferred to the city council and included in the budget talks of
the council, or rather the local political party factions within the council.
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In 2011, 63 suggestions were transferred to the council and 36 were
immediately approved by the council and implemented shortly afterwards.
In 2012, 102 suggestions made it onto the list and 51 were accepted.

Although some of the recommendations were cost-intensive big proj-
ects, it is interesting that those chosen as top recommendations were not
the major topics in Miinsteranian politics. Suggestions focused on traffic
issues, followed by infrastructure and local finance.

German PB is not related to a certain budget, but to the budget as a
whole. Here it has only a consultative character. In Germany, as stated, it
is more an electronic suggestion box as an aid to prioritization, an instru-
ment imported to assist public management to be implemented by the
directly elected mayor. Councillors, who are excluded, often criticize it for
being too small.

LocAL DELIBERATIVE TURN? CONCLUSIONS

In the last decade, a democratic renewal has become obvious (see Dryzek
2002; Fung and Wright 2003; Kersting et al. 2009; Smith 2009; Kersting
2015). The Rio Summit and Local Agenda 21 gave the impulse for some
participatory pilot instruments. A broad range of deliberative democratic
instruments were implemented sporadically and new advisory boards were
installed. In the late 2000s a trend towards PB became obvious. This
instrument was developed in the global South and in the young democra-
cies such as Brazil, and exported to the old democracies in Europe and
Northern America. But in the implementation different trends could be
observed.

Political and other environmental variables influence not only the goals
of the PB model but also the design, mechanisms, and outcomes. In
Europe the older Spanish cases (Seville and Cordoba) were closest to the
traditional deliberative Brazilian pilot projects. Slovakian cases also include
a stronger deliberative offline component. Deliberative democracy focuses
on communication and community-building processes. It allowed the
development of social capital within the group. Nevertheless our country
study showed that in most other countries the instruments do not focus
preliminary on deliberation and community development. In Germany
and Estonia PB processes led to new forms of online participation. PB
became more of an electronic suggestion box. In this regard, new PBs
follow the first examples of PBs in New Zealand where these budgets
were implemented during the New Public Management reform processes
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and where PB focused on customer orientation and less on community
development.

Second, in a climate of strong political competition, the institutionaliza-
tion of a participatory practice is not possible when political opponents do
not support it in their initial platform, or freely eliminate it when they do
reach power. New participatory instruments are frequently implemented
by the mayors and the administration, but highly criticized and sometimes
even obstructed by councilors. This tendency seems to be stronger in the
young democracies in Eastern Europe. Nevertheless, the new deliberative
instruments are consultative and cannot lead—with exceptions at the sub-
local level and in certain policy fields—to binding decisions. Power still lies
in the hands of elected representatives such as councilors who, however,
are feeling sidelined by the new participatory instruments.

Finally the obvious trend is that in most European cities the instru-
ments are no longer pro-poor oriented, and in some of them no funds are
allocated. So the different advisory functions in some cases concentrate
only on suggestions on how to save money and not how to spend it. With
the financial crisis which hit the Southern European countries extremely
hard, only a few of these participatory instruments have been applied.
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CHAPTER 19

Reforming Local Governments in Times
of Crisis: Values and Expectations of Good
Local Governance in Comparative
Perspective

Bas Denters, Andreas Ladner, Poul Erik Mouritzen,

and Lawrence E. Rose

INTRODUCTION

Among both practitioners and scholars in politics and public administra-
tion, a consensus is emerging that good (democratic) governance should
be based on active involvement of citizens, not only as voters and clients
but also as “problem-solvers, co-creators, and governors actively engaged
in producing what is valued by the public and good for the public” (Bryson
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etal. 2014, p. 446). In light of this emerging consensus, recent local gov-
ernment reforms—implemented in reaction to recent political, economic
and financial crises—typically have dual aims. They attempt to “keep the
voter/client satisfied” by meeting their service needs and policy demands
and/or they aim at broadening the scope for active citizen involvement
and seek to improve the quality of local democracy. But how do these
reforms relate to citizens’ perceptions of the performance of municipalities
(what they actually do) and citizens’ ideas about what these governments
should do?

Because little is known about such questions, in this chapter we first
ask: (1) How satisfied are citizens with the way local democracy works in a
general sense, but also with vespect to local services, facilities, and policies ns
well as the perceived responsiveness of elected officinls. We also try to under-
stand some of the value orientations underlying these evaluations of local
government performance. Hence, we ask: (2) What do citizens expect from
their local governments? How much do they value good services, facilities, and
policies (functional criterin), and how important do they consider various
aspects of a well-functioning democracy (procedural critevin)?

This chapter therefore provides an evaluation of local government
from a citizens’ perspective using data from four countries: Switzerland,
Norway, Denmark, and the Netherlands.! We begin by describing patterns
of citizens’ satisfaction in these countries. After this we explore underlying
(functional and procedural) value orientations of citizens by asking how
important citizens judge functional considerations regarding the perfor-
mance of their governments (for example, in solving local problems, in
facing societal challenges and in providing facilities and services) to be,
and the same with respect to procedural norms pertaining to, for example,
a well-functioning system of political representation and opportunities for
citizen participation. Knowledge about these questions is highly relevant,
not only because as yet we do not know much about such issues, but
also because such knowledge represents an important component in the
local government reform debate. Would citizens appreciate, for example, a
Singapore-inspired reform scenario (Subramaniam 2001) in which excel-
lent functional performance (in terms of policies, facilities and services)
at the expense of the democratic quality of governance? Or would they
rather prefer local government reforms of a more balanced character?

The four countries used in our analyses are all relatively wealthy.
Where, if not here, according to arguments of post-materialism (compare
Inglehart 1977), do democratic values have a chance to compete and
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match up with system effectiveness? The four countries are also relatively
similar in terms of the general quality of local democracy (Denters et al.
2014; Chapter 3). Yet there are differences regarding the organization
and role of local government and the democratic rights accorded to citi-
zens. Switzerland is a federalist country characterized by small, autono-
mous municipalities in which citizens have far-reaching rights of direct
democracy, while Norway, Denmark, and the Netherlands are unitary
countries based in large measure on indirect representative democracy.
Compared with Switzerland and Norway, municipalities in Denmark
and the Netherlands are also quite large. Finally, municipalities in the
Netherlands, and even more so in Norway and Denmark, are important
pillars in the welfare state model.?

In the next section, data from these four countries are used to describe
patterns of citizens’ satisfaction with the local government (Question 1),
and subsequently used to present information on the value orientations
underlying these evaluations (Question 2). On this basis, we then draw
some tentative conclusions.

SATISFACTION WITH LOCAL GOVERNMENT

A common point of departure in considering citizens’ satisfaction with
local governments is to ask how citizens evaluate municipal performance
in general terms. For this purpose, we use a general measure for citizens’
satisfaction with the way in which “local democracy in their municipality
works,” But as has been indicated in the literature (Dalton 2004, p. 39;
Denters 2014), responses to this question are likely to be influenced by
a variety of factors, including both outputs (for example, services) and
the quality of democratic procedures. Hence, in addition to this general
municipal performance measure, we also use four specific measures. Three
measures are about satisfaction with outputs (respectively, satisfaction
with policies, services, and facilities). A fourth specific measure relates to
a composite measure for the extent to which citizens think that their local
political system satisfies a key value in representative democracy—namely
responsiveness to citizens’ demands and needs.?

When it comes to citizens’ evaluations of the performance of their local
governments, the results are unambiguous. Switzerland scores highest on
all five indicators (see Fig. 19.1). By comparison, Denmark ranks second
on all but one indicator, whereas Norway and the Netherlands rank third
or fourth on all but one of the indicators.
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Fig. 19.1 Mean satisfaction with different aspects of municipal government per-
formance by country (O=very dissatisfied, 10=very satisfied. Minimum N:
CH=1637,NO=1570, DK=1776, NL=921.)

This pattern of findings makes us curious as to how these variations in
satisfaction are related to citizens’ normative expectations with respect to
what constitutes good local governance. Before turning to this issue, how-
ever, we have to determine what these normative expectations actually are.

NORMATIVE EXPECTATIONS FOR GOOD LLOCAL
GOVERNMENT

How important are functional and procedural value orientations for citi-
zens’ ideas about good local governance? Following democratic theorists
(for example, Sabine 1952; Pennock 1979; Thomassen 1995), we can
distinguish two fundamentally different normative theories that are rel-
evant for conceptualizing good democratic governance—collectivism and
individualism. These theories differ in a number of respects. Two issues
are particularly important. One issue, which reflects a governance perspec-
tive, concerns the proper role of government. What should governments
do “for the people™? In the collectivist view, governments are responsible
for “directing societal development and taking care of people’s welfare”
(Thomassen 1995, p. 389), whereas in the individualist view, “govern-
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ment intervention should be limited to a minimum” (Thomassen 1995,
p. 389). A second issue, which reflects a democratic perspective, is what
procedures are appropriate to realize government “by the people,” Here,
collectivists hold that “true” democracy requires widespread and effective
opportunities for direct citizen participation, which in the individualistic
interpretation of democracy is in essence a more limited form of represen-
tative democracy.

The national surveys conducted in each of the four countries contained
twelve items in two batteries that allow us to assess how important citizens
consider each of these values for them personally. The items are as follows:

1. The municipality is effective in solving local problems.
2. The municipality provides services and facilities that are well suited
to the needs of residents.
3. The municipality seeks to provide services and fucilities as cheaply as
possible.
4. The municipality provides only the most critical services and leaves the
provision of additional services to others.
5. The municipality vecognizes that for many problems private initin-
tives provide better solutions than government.
6. All vesidents have ample opportunity to make their views known
before important local decisions arve taken.
7. Residents participate actively in making important local decisions.
8. The municipality secks to involve vesidents, voluntary organizations,
and private business in finding solutions to local problems.
9. Local elected officinls pay attention to the views of residents.
10. Local (elected) officials can be held accountable to vesidents for their
actions and decisions.
11. The outcome of local elections is decisive for determining municipal
policies.
12. Municipal decisions reflect a majority opinion amony vesidents.

The first five items all pertain to functional considerations about the
proper role of the state. Among these five items, the first three relate to a
collectivist orientation in which government should play a major role in
solving major community problems and providing for public services and
facilities. The two other functional items (4 and 5) refer to an individual-
ist orientation in which the desirability of limited or minimal government
intervention is emphasized. The remaining seven items pertain to proper
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democratic procedures. Again, some of these items reflect a collectivist
view (items 6—8) while others relate to an individualist orientation (items
9-12).

Factor analysis of these twelve items indicated that they indeed tapped
four underlying value dimensions. Four scales were therefore constructed
in order to establish how important citizens considered each of the four
facets of good local governance for them personally.*

Figure 19.2 presents the aggregate mean scores per country for each of
the value orientations. In the functional domain, a collectivist orientation
(Collective Provision) clearly dominates an individualist interpretation
(Private Provision) of the state’s role in all four countries. In the two
most pronounced welfare states, Norway and Denmark, differences for
the mean values of these orientations are larger than in the Netherlands
and Switzerland. In the procedural domain, on the other hand, both par-
ticipatory and representative democratic norms are generally considered
equally important. Differences between mean values for each country are

FUNCTIONAL VALUES

Collective provision g

Private provision

H CH
" NO
PROCEDURAL VALUES B DK
NL
Participatory democracy piasiasit
Representative democracy
0 2 4 6 8 10

Mean scale values

Fig. 19.2 Mean scores for four value orientations by country (0 = of little impor-
tance, 10=very important. Minimum N: CH=1648, NO=1564, DK=1736,
NL=959.)
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quite small, but in three of the four countries, representative democratic
values are slightly more important than participatory democratic values.
Only in Switzerland, where direct democracy plays an important role, is
there no statistically significant difference between these two democratic
orientations.®

If we consider the average country scores displayed in Fig. 19.2, we
can also see that the scores for collective provision (as the overall high-
est scoring factor in the functional domain) and representative democracy
(highest scoring in the procedural domain) do not differ much. It is only
when we force people to make a choice, between functional and proce-
dural concerns that a clear priority emerges. When asked what they per-
sonally consider to be most important for good local governance, either
(a) “meeting their ideas of what is essential for local democracy,” or (b)
“dealing adequately with local problems and providing relevant services
and facilities,” three-fourths or more of the citizens in each country indi-
cated that functional considerations were most important. The majority
is higher in Denmark (84 percent) and Norway (82 percent) than it is in
Switzerland (79 percent) and the Netherlands (74 percent), but the domi-
nant tendency is similar in all four countries.

Summarizing the main findings, we can conclude that a minimalist con-
ception of local government is of minor importance for a majority of the
citizens in these four countries. Citizens expect local government to play
an important role when it comes to solving major community problems
and providing for public services and facilities. While these functional con-
siderations are of primary importance, democracy and participation are not
unimportant. Here, representative democracy prevails, but there are also
important sympathies for participatory democracy. Local governments in
all four countries, in short, have to be “jacks of all trades”: they have
to meet citizens’ demands for effective policies and cheap, high-quality
services and facilities, but at the same time have to provide for a well-
functioning, responsive representative democratic system with adequate
opportunities for direct citizen involvement.

NORMATIVE EXPECTATIONS AND EVALUATION OF LocAL
(GOVERNMENT
The final step in our exploratory analysis is to link citizens’ evaluations

of municipal governance with individual value orientations. We begin by
looking at the aggregate level (Fig. 19.3). This provides an idea as to what
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Fig. 19.3 Mean scores for good local governance value orientations and satisfac-
tion measures by country (Values for the good governance priorities are taken
from Fig. 19.2. Functional satisfaction scores are based on the added average
scores of each country as presented in Fig. 19.1 with respect to satisfaction with
policies, services, and facilities (see Note 6 for an explanation). Responsiveness
scores are based on the relevant item presented in the same figure.)

extent the performance evaluations of local governments in the respective
countries meet the relevant expectations of their citizens.

Swiss municipalities appear to come closest to meeting these varied
demands. Not only do Swiss municipalities receive the highest over-
all functional satisfaction scores and political representatives are rated as
being relatively responsive, but the Swiss political system—with its small
municipalities and its direct-democratic institutions—also appears to offer
ample opportunities for direct citizen participation in local matters.

For the Danish case, local governments at the time of our fieldwork
did a pretty good job in meeting citizen expectations for good policies,
services and facilities.® If there was a gap between expectations and results
achieved it was most evident in the domain of democratic responsiveness.
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Danes put a relatively high value on a well-functioning representative
democratic system but were not entirely satisfied with the responsiveness
of their elected officials.

For the Dutch and the Norwegian cases, the picture is a little less rosy.
In both countries, citizens have relatively high expectations regarding the
functional performance of their local governments but are relatively less
satisfied with actual performance. In the Dutch case, this problem is exac-
erbated by lower satisfaction with the responsiveness of elected officials.

If we turn our attention to the individual level, we have analyzed cor-
relations between value orientations and different aspects of citizens’ satis-
faction.” Such correlations provide us with an indication of the degree to
which various values may shape citizens’ satisfaction. On the basis of this
analysis, we draw the following conclusions. First, in all four countries we
find that the more a respondent is in favor of a more limited government
role and private provision, the more negative this person is likely to be in
his/her evaluations of the responsiveness of local representatives. Second, in
three of the four countries we also find that the more important one consid-
ers representative democratic principles to be, the more likely one is to have
a relatively negative view on the responsiveness of local politicians. Third,
adherence to participatory democratic values is not related to evaluations
of municipal governance in three of the four countries. Results for the final
value orientation (collective provision), on the other hand, are ambiguous.

CONCLUSIONS AND DISCUSSION

In light of the emerging consensus on what constitutes good local gov-
ernance and the prominent role accorded citizens therein, we have in
this chapter adopted a citizens’ perspective of the quality of local gover-
nance. Results from surveys conducted at the beginning of the millennium
offer not only the possibility of analyzing citizens’ evaluations of local
government along several dimensions, both functional and procedural,
but also of interpreting these evaluations in the light of underlying value
orientations. This provides a frame of reference for considering local pub-
lic sector reforms in times of crisis.

All four countries considered here are relatively well-off with a well-
functioning state sector and a high quality of democracy. It is therefore not
especially surprising that in the eyes of their citizens, local governments in
these countries achieve satisfactory (but by no means supreme) marks in
many respects. But there are nonetheless some noteworthy differences.
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First, there are differences across the four countries. In Switzerland,
satisfaction, both with policies, services, and performance and with
meeting democratic norms, is generally higher than in Norway and the
Netherlands, while Denmark takes a position in between. This satisfaction
with policies, services, and facilities is especially remarkable in so far as
Switzerland has small municipalities, where the capacity for effective and
efficient governance is often considered to be problematic (for example,
Dahl and Tufte 1973). This might suggest that the system capacity of
small-scale local government is oftentimes underestimated. But we should
also take into account not only the functional responsibilities of local
government but also the expectations of citizens. In Switzerland, munici-
palities provide only a limited range of services, whereas municipalities in
Denmark are larger and constitute an important pillar of the welfare state
model. It is plausible that these variations in formal responsibilities shape
citizens’ expectations; hence, it might be expected that local governments
undertaking a wide range of responsibilities would find it more difficult to
satisfy the high expectations of their citizens, especially because in larger
municipalities these expectations may be not only high but also more
diverse and conflicting (Dahl and Tufte 1973). To address this prospect
in a satisfactory manner requires a more comprehensive analysis in which
data on both actual municipal performance and the democratic quality of
local politics are included.

Second, there are differences across evaluative dimensions. On the
whole, satisfaction with municipal output performance (in terms of poli-
cies, services, and facilities) is higher than people’s satisfaction with the
responsiveness of local elected officials. Despite different mean scores, the
latter is a challenge for all four countries. But this challenge is larger to
the extent that citizens consider democratic norms (like responsiveness)
more important. However, if citizens endorse a Singaporean concep-
tion of good governance based on effectiveness rather than democracy
(Subramaniam 2001), this may pose less of a problem. Therefore, it is
useful to consider citizens’ value orientations. In all four countries, the
endorsement of collective provision, implying the desirability of exten-
sive state responsibilities, clearly dominates over a more individualist
value orientation (asking for a small state sector). Likewise, representa-
tive democratic values are considered more important than participa-
tory concerns but in a less pronounced manner. Finally, we also found
that citizens equally value the most important concern in the functional
domain (collective provision) and representative democracy (the highest
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scoring factor in the procedural domain). It is only when we force people
to make a choice between functional and procedural concerns that a clear
priority for functional concerns emerges. This finding indicates that at
least in these countries, a Singaporean conception of good governance,
that is dominated by effectiveness and efficiency in policy-making, service
delivery, and providing facilities, is not widely endorsed. Effectiveness and
efficiency are important, but not all-important! Future research will have
to demonstrate whether this dominant value orientation—that combines
functional and democratic values—is also prevalent in other less-well-oft
European countries.

When it comes to reforming the local public sector or to interventions
in times of crisis, there are three lessons to be drawn from our findings.
First, even in the four relatively well-oft countries that we have examined,
there is ample room for improving the performance of local governments.
Both in the functional domain—in making policies and providing services
and facilities—and in securing good democratic governance, citizens are
only moderately satisfied.

Second, even though these countries are rather similar in many respects,
there are some clear differences in the value orientations across these coun-
tries. It would therefore appear unreasonable to suggest that there is any
single “best way” to improve local governance. In some cases more col-
lectivistic approaches may be more appropriate than individualistic ones,
and for others participation may be more important than representative
democracy.

Third, even though there are some clear national variations—at least
in these four countries—it is important to recognize the need for adopt-
ing a balanced reform package combining administrative and democratic
reforms. Of course, on balance, functional considerations are very high
on the priority lists of citizens, but this by no means implies that pro-
cedural values can be completely ignored. Citizens also value a well-
functioning representative democracy, and ample opportunities for citizen
participation.

NOTES

1. The data were gathered by means of citizen surveys conducted as part of a
larger comparative research project (see Denters et al. 2014).

2. For additional information on local government in these four countries, see
Chapter 3 in Denters et al. (2014).
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3. Unlike the other satisfaction measures, this measure is not based on a
10-point performance rating, but is, rather, a scale constructed on the basis
of four survey items. For details on scale construction, see Denters et al.
(2014, pp. 178-179). Unfortunately, we have no adequate measure for
citizen satisfaction with participatory opportunities offered by their
municipalities.

4. The approach taken is similar to that in Denters et al. (2011). Results of the
analysis are available upon request. Scales were computed as the mean value
of the respective items (allowing for one missing value per case, with the
exception of the two-item scale, where no missing values were allowed). For
reasons of comparability with other measures used, we have transformed the
original 1-5 scale values to a 0-10 scale. In the light of the limited number
of items per index, the internal consistency of these indices is satisfactory.
Cronbach alphas for the four dimensions are: 0.55 (Collective Provision, 3
items); 0.69 (Private Initiative, 2 items) 0.64 (Participatory Democracy, 3
items) and 0.72 (Representative Democracy, 4 items).

5. Paired sample t-tests were used to establish significance, using an o of
5 percent.

6. The past tense is used here because the data for this project were collected
prior to the Danish amalgamation reforms of 2007.

7. Comments here are based on inspection of results that are not presented in
detail.
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CHAPTER 20

Conclusion: Tensions, Challenges,
and Future “Flags” of Local Public Sector
Reforms and Comparative Research

Geert Bouckaert and Sabine Kublmann

The country comparisons presented in this book have revealed four areas
of research addressing major cross-cutting issues of local public sector
reforms in Europe: (1) Rescaling, restructuring, and multilevel gover-
nance. (2) Output legitimacy, citizen satisfaction, and service delivery. (3)
Input legitimacy, trust, and participation. (4) Local autonomy, austerity,
and the fiscal crisis.

1. The need to cope with increasingly complex policy issues in uncertain
situations and under uncertain conditions (so-called “wicked” prob-
lems) has challenged local institutional structures, organizational
arrangements, and modes of multilevel coordination. Different
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trajectories, actors, and outcomes of reforms in European local govern-
ment systems notwithstanding, up- and down-scaling and the realloca-
tion of powers, resources, and functions across levels and jurisdictions,
combined with new forms of interinstitutional collaboration and coor-
dination, have been revealed as salient features of local public sector
reforms in Europe. Strikingly, after a phase of decentralization charac-
teristic of many European countries, the recent fiscal crisis has prompted
many reverse developments directed at functional recentralization.
Territorial upscaling and consolidation are also common institutional
reactions to fiscal constraints, yet differences between various adminis-
trative traditions tend to persist, and being affected by (financial) crisis
does not appear to be a reliable predictor for municipal mergers.

2. Local government being the level closest to the citizens, deals with
concerns about effective service delivery, citizen satisfaction, and
output legitimacy tend to be more salient and visible than at supe-
rior levels of government. Therefore, rearrangements in organiza-
tional structures, procedures of service provision, and techniques of
local management have turned out to be another core issue of local
public sector reforms across the European continent. However, the
attempts at redefining the boundaries between the public, private,
and societal spheres as well as the degree of contestation regarding
the classical Weberian bureaucracy as contrasted with NPM are
highly diverse in various local government systems. Not surprisingly,
the answers of the contributions to this volume to the questions of
whether, when, and to what extent the “pendulum is swinging
back” (from private to public; from NPM to “re-Weberianization”)
are not uniform, but rather differentiated. Nevertheless, the picture
of a “swinging pendulum” and subsequent phases seems to be
appropriate for characterizing the overall institutional change at the
local level in the long run, different directions and temporal struc-
tures across countries and policy sectors notwithstanding.

3. Concerning input legitimacy, the findings presented in this book show
that we have, on the one hand, a common trend across Europe
towards reforming local democracy. On the other hand, there seems
to be only limited convergence between the countries regarding the
preferred tools of modernization and even fewer similarities regarding
the outcomes of the reforms. We have learnt from the contributions
that these differences must be explained, inter alia, in light of the
already existing level and type of legitimacy local governments enjoy
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in a given country. A general conclusion to be drawn from the chap-
ters is that innovations in local participation are not regarded as a value
as such, but must be judged by their outcomes and improvements in
the views of the citizens. If the results of citizen participation are not
implemented in the end, for example, for fiscal or political reasons, the
participation procedure tends to be discredited in general, and input
legitimacy is even likely to decrease. This mechanism has not been
taken into account sufficiently by the initiators of these reforms.

4. The fiscal crisis and austerity policies that hit local governments in
Southern Europe and in the UK most seriously, but also to a signifi-
cant degree in Continental and Eastern Europe, have fuelled many
attempts at reform, which have been partly locally driven, but often
also centrally imposed. It is cause for concern that we observe a grow-
ing tendency towards recentralizing powers, reducing local auton-
omy, cutting back local resources, and intensifying upper-level control
and supervision measures over local authorities. These trends must be
assessed as threatening local authorities and local democracy, and con-
tradicting the idea of a politically accountable and functionally viable
local self-government in Europe. Against this background, from the
point of view of this COST-Action, there is an urgent need for rein-
vesting in local governments and restrengthening local autonomy in
order to guarantee political and institutional stability not only at the
local level of government but also at the national and European ones.

These four clusters of analysis result in four concluding reflections.

PusLic SECTOR REFORMS IN A MULTILEVEL SYSTEM

Obviously, in this COST-Action and in this volume, we have proceeded
from the assumption that upper-level /central government reform patterns
are different from local government reforms for a range of reasons: there is
a top-down versus bottom-up choice or none; tangible service delivery is
located less at central and more at the local level; there are different legal
and fiscal degrees of freedom; citizen—politician interactions are different;
and so on. Against this background, the question as to whether reforms
should be more coherent across levels of government, and are likely to
be consolidated in the intergovernmental setting, must be answered
with scepticism. However, the centrality of central government and its
international platforms, such as OECD, have made local government
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reform part of central government reforms, specifically in unitary coun-
tries. In federal countries, the state level (Lander, cantons) is responsible
for fundamental parts of locally relevant policy-making and sub-central
reforms. A crucial discussion then should be:

— How do local government reforms match with upper-level
reforms?

— How different are patterns of upper-level reform from those of
local government reform?

— Are efforts made towards the consolidation of upper- and lower-
level reforms, and do they make sense?

Central government is on the one hand increasingly subject to European
governance, and on the other hand dependent on the dynamics of local
government. There is also a tendency to expand functional recentralisation
and to tighten central controls on decentralized financial and fiscal frames.
In this sense, central government becomes “more local” in the contexts of
some countries. Also, in the cases of a number of countries, local govern-
ment is increasingly facing higher levels of governance through amalgama-
tion, mergers, cooperation, and of central de-concentration. In this sense,
local government becomes more central. Yet, even if central government
seems to be “less central,” and local government seems to be “less local,”
it remains useful to distinguish between the levels and their reforms, in
order to reveal, by analysis, the multilevel interactions, interweaving, and
changes in the institutional weight of certain levels. Starting from such a
multilevel analysis, the question as to whether and where there is a need
and a possibility of consolidating local government reform with central
government and /or upper-level reform policies can be answered.

THE NATURE OF TRAJECTORIES: SHIFTING MODELS
VERSUS PENDULUMS

Several metaphors are used to describe the shifts and patterns of change
and reform. Depending on the level of analysis, one can see both more
and less of the same phenomena. Local governments become bigger and
smaller (population versus number of representatives). They are more and
less autonomous (choices of service delivery versus more central control).
They are more and less democratic (regarding referendums and the direct
election of mayors versus representation). They are more territorial and
less territorial (mergers versus more functional decentralisation, more
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cross-boarder governance). They are more horizontal and less horizontal
(with the private sector and NGOs versus more vertical integration with
intermediate and central government). Depending on the starting posi-
tions, a mechanism of pendular movement seems to emerge, even if the
speed of the shift varies and the starting positions are different.

LEARNING BY COMPARING LOCAL GOVERNMENT REFORM
PoLIcIES

European countries have been clustered for the convenience of reduc-
ing complexities to better understand existing realities, and for increas-
ing comparability to facilitate learning between these comparable units.
Obviously, each cluster of countries depends on how distinct the criteria
are, and therefore remains uncertain. Even with an awareness of differ-
ent starting positions, and of sometimes less clear-cut clusters, there are
commonalities within and between clusters. These commonalities allow
learning by comparing local government reform policies, even if the out-
comes seem to be quite different. Between clusters, organized pressure
seems to be brought by central /state government on local government
through hiving off more competencies than resources, while simultane-
ously centralizing financial controls and fiscal frames, and imposing func-
tional recentralization. This pressure on local government organizations
produces a pattern of reactions in the shape of internal managerial reforms
(performance-oriented measures), external reforms (mergers, coopera-
tion, and so on), and/or marketized measures. Even if imitation is not
actually the model of transfer, a contingent mix of hierarchy, market, and
network-type measures are inspiring reforms and triggering learning what
to do, or what not to do.

DEFINING WHAT Is NEXT

Three related major tensions seem to determine what will come next for
local governments.

There is a logic of consequences, which defines the allocation of
resources, and the internal and external organization to guarantee eco-
nomic, efficient, and effective delivery of services