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NPWIOKXEHUE

Report of the Regional Conference on the Role of Public
" Administration in Promoting Economic Reform
in Eastern and Central Eutropean Countries

INTRODUCTION

1. Modernizing and reforming the administrative System is an esseatizl componont
of the ecoaomic and social transformation currently taking place in Castorn and Ceatral European
couniries. Public administrat on reform is a2 sine gua non for development and neceded o
facilitate the transition of Fastern and Central European countries from a centrally plarmed to a
free-market economy, as well as their integration into the global economy. Related to this
process is the task of redefining the roke of the State and of public administration. 1t is generally
agreed that the State wmust change its role from onc of direct involvement in production to the
functions of development, regulution und the maintenance of an ensbling framework. This shift
reuiires considershle madifications in the Stete machinery and promotion of new skills as well
as the orientation of public officials to the changing demunds of this new task environment. This
considerable agenda tor public sector reform was the tocus of a meeting jointly sponsored by the
United Natious Dopurtient for Developuxat Support ! Management Services, the United
Nations Development Programme and the German Foundation for international Development
(DSE). The DSE agreed 1o host the event in Berlin from 24 to 26 January 1996.

2. The Conference was the first of tour regional meetings scheduled in preparation
for the Resumed 30th session of the Generul Assembly on Public Adimnimistration wsd
Devclopment, whichi will be held in April 1996, Its objectives were defined by its organizers
ss follows:

@ t analyu the administrative implicstions of economic reform, in transitional
economies, especially in the areas of: policy planning and management; resource
mohnhunmandpuhhcexpemhmremgemt.lemlmdmsﬁmmnl
framcworks; and civil service reform and training;

() 1o compare the progress accomplished in these countries in dealing with the above
challenges;
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(©) 1o review the relevant experience of selected aspects of the developed cconomies
in relution to the four main topics, which are applicsble to ecomomies in
tuusition; and

(@ o identify the major issucs in administrative reform snd develop practical
recommendations in this regard.

3.  Seventeen Member States of Eastern and Central Europe were favited and sixieen
participated  in this regiomd Comference. They were Albagia, Armecnia, Belarus, Bulgaria,
Estonin, Georgia, Hungury, Latvia, Lithvania, Moldova, Poland, Romania, the Russian
Federation, Slovakia, Slovenia and the Ukruine. Additionally, the following arganizations were
represented: the United Nations Secretariat, the United Nations Development Programme, the
Worid Bank, the Economic Commussion tor ksurope, the Programme SIGMA and the German
Foundation for Iternztional Development (DSE). To ensure substautive inputs reflecting the
total expericnce of developed Western countrics, the UNDDSMS invited four consultants from
Frunce, the Netherlunds, the United Kingdom and the United States respectively. The DSE
contributed the services of a noted German scholur and of the Rapporteur. ‘

4. The Conference took place against a backdrop of rapid change. A driving furce
for change is the breathtaking progress of science and technology which bas paved the way for
the growth of an information-based post-industrial society, the rise of global markets and the
liheralization of the international economy. These several developments have opened new
opportunities for international cooperation, and correspondingly, added to the pressures for
instittional adjustments and reforms. Other contributing factors are the lingering global
recession and, in woie foeent yeas, the decline of a management ideology which exerted
considerable influence in large parts of the world during the early post-war decades. Key
features of that ideology and the economic systems tn which it was related were tight
bureancratic controls, centralized planning and sdministration and the State’s direct involvement
in the production of goods and services.
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5. The combined cffect of these trends has been visible on many kevels. Aside from
Isbour markets, these changes are transforming the world of organizations hoth in the private and
public sectors. They have called for a new emphasis on cost-consciousness, efficiency and lean
mecagement., They are also giving rise to a new paradigm of a clieat-oricnted and citizen-
responsive public service, onc whose strucures, procedures und culture may be substantially
different from those of previous ycars.

6. Participants were hriefed on the progress of reforms which covered several areas
from civil service structures, staff policies and training, to administration sudit, tax legistation
and privatization. Such inputs demonstrated a diversity of approuches on public admivistration
an ecunomic weform.  As the pace of progress differed, so did the degree of implementation
from country to country. Al national experiences, on the other hand, appesred to recommend
the need for 3 halancedd approach, svnidsnce of extremes or spasmodic measurcs, They further
highlighted the value of clear vision, long-term holistic strategies, stability, coherence and
coasistency in the pursuit of change. These, in twrn, were predicated on building the cupucity -

both in wxmy of personnel and of justiutional tools - for the complex tasks of planning and
implementing teforms.

7. Ncwskﬂlshadtobenmpmedlndmiwdcsdevelopedwwrymnmmncﬁons
and to displace u culture of risk gvoidance and serecy.  Better coordination and information
flows werc also highly prized, but it was widely agreed that they should be the outcome of more
effective mechanisms and closer integration, ot steeper hierarchies and centralized control. Both
perticipants and speakers cmphasized the merits of flexible, pragmatic and undogmatic policies
of deregulation and denationalization. They also took the view that privatization should be
conducted in such a manner that it effectively inuruduces cumyrctition in the provision of services,
and not catablish private, in licu of public, monopolies.

8.  The State will not wither away. Indeed, it could be argued, that their deliberation
bore weighty testimony to its enhanced significance. However, what the Meeting has .
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demonstrated is that the scope and structures of government and of the State - indeed their very
nature - are changing very rapidly and will continue to evolve. The challenge that confronts us
is how to smooth this process and guide the course of change, through democratic methods,
owards constructive ends. A suvug proaclive government may pot be aecessarily onc that is
big. It is ccrtainly not burcaucratic. Rather, what is required is a government less concerned
with preamptive controls of ull fucets of national life, and less directly involved in - let alone
monopolizing - the production uf goods and services. instead, participants felt that the ongoing
transition from a centrally planncd to  free market ecopomy calls for a goverament more
concerned with creating and sustaining an environment in which such goods and scrvices can be
produced cfficicntly to the satisfaction of citizcns and clicnts. Such are goveraments of States
which not only respect and protect the rights of private citizens, but also actively promote and
facilitate their fulfiliment in the form of diverse individual or group activities. This is a State
that listens and communicates, a State whase civil service is respoasive and accountable and
whose deciston-making processes are wansparent and open 1o public participation and review,

9. More and mare in all of Europe, we live in states where governments remsin the
dominant players, but are aok alome in the field; and where the proliferation of noo-state actors,
tuking a prominent part in civic affairs and economic activity, already constitutes a basic fact of
life. Civil servants must he exposed and seasitized to this important development. They must
be tained in the pruductive use of the private sector capebilitics and promote its potential to
accomplishing public purposes in a broad participative manner. This would include recourse to
"farming® or "contracting out®, franchiscs, cnnmdiﬁe hicding and the constructive use of
market mechanisms, in general.

10.  Iularge parts of the glube, ohd burcauciativ structuses and curresponding nxthods
are slowly giving way to new, more innovative and user friendly ways of getting things done,
in which the demarcation between government and govemed can often he blurred. A State
accustomed to thinking for its "subjects”, telling them what to do, is now progressively learning
new ways of interacting, soliciting advice and seeking the support of those direcdy concerned.
The old top-down approaches are slowly being replaced by new patterns of administration, in.
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which deconcentration, decentralization and debwreaucratization are prominently featured as paths
which lead not only to greater efficiency and client satisfaction. but also to grass-roots
democracy. o

11. Ofmmm,mmcofthoocpaﬂsmcasymﬁakfjnc. For instance, several
participants remarked on instances of dysfunctions arising from the initial drastic dismantlement
of the old structures and setting up of new ones. Also,referep@é'ﬁumdetommwm
promoted decentrulization, devolution and deconceatratioa, but which did not sufficieatly take
mwmmmcmdwpmu‘vemmmmcmﬁmmwuvmmtmm
onc hand, and between the several layers of government on the uther, Likewise, the gains
secured through civil service reforms hud been partly offset, in some cases, by the effocts of
hraindrain and the ranid tumaver of staff. |

12, Isthere a common ground? The Conference thought so. Its general conclusions,
the product of exchanges both in the plenary sessions and at the group discussions, suggest that:

What is needed is not less governmeat, but better and different government:

O We need to redofine the respective spheres of State and non-ynte sclurs, i.c. the
private sector and non-governmenta! organizations ("NGO’s”) and aiso build the
mechanisms for better interaction, interfuce and cooperation between them. A
‘state of the union” report (or "governance report®) would he helpful in
highlighting such linkagcs;

O We also need to ensure that interactive processes of this type and the participation
of groups from civil socicty in policy-making proccsscs arc not monopolized by
saong, well-organized interest or pressure groups. Trunsparency of those
processes is important in order to create positive reinforcement and synergy;
effective cooneration of all actors is also critical;

e] We noed cnabling frameworks of laws and regulations that generate stability,

confidence 224 predictability, support individual initiatives and make the
-enfurcement of rules and decisions possible;

O Wealso nowd w ensure the timely and universal dissemination of information on
laws, decrees and policies. In this connection, clarity is of the essence. Clarity
makes it possible for legal information 10 be disseminated and made widely known;
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There are four major areas, where legal action is reqired. First, it is necessary
to establish property rights and to ensure their legal protection. Property rights
must be asserted clearly and without ambiguities. Second, it is necessary W
casure competition; otherwise monopoly of the State in businesy activities will
simply be replaced by the monopoly of private capital. Third, special attention
should be paid to the protection of citizens® rights against the buresucracy. This
includes the development of administrative procedurcs, judicial roview of the
adminisration, and development of the institution of the vmbudsman or its
equivalent. Fourth, the importance of labour laws is crucial. 1LO conventions
.ﬂutpromdiengl:Bofworkersmustbecutﬁmymmwchdnly
implemented. The prompt enforcement of rules is & prerequisite for a viable
democratic order. Without it, even the best law remains without effect;

We need to understand that privatization is not a poal in itself. it is an instrument
tn increase efficiency in saciety, to improve the use of available resources and to
maks market-orionted reforme irreversible. Ownership restructuring must be
uadertaken in accordance with conditions and priorities in diffcrent societics. The
role of government is to creste an enabling environment for the process of
privatization. It requires transparency and openness of procedures; there is no
market without trunspareacy. The growth of 2 new private sector makes new
demands upon the civil service and quite often requires new skills from public
adndnistrators. 1t iy the responsibility of public administrators o creste a system
which is conducive to economic development for both the private and communal
sectors.

We also ncod (0 cstablish by law a clear separation of responsibilities between the
central government and the local authorities. The latter should be vested with
proper financial means, including tax powers and assets in accordance with their
responsibilities;

Wc noed a civil service with a strong professional cthic and oricatation, a high
level of technical competence and administrative skills and a culture emphasizing
the paramount importance of service 10 the community. High on the list of
priotities is the need to infuse the prevailing calture in the public sector with the
conviction that service to society and the citizen is the major ruison d'esre of the
civil service and  reinforce responsiveness, transparency, impartiality, objecsivity
and accounsabilaty as major professional vatues;

We need to create conditions that favour the success of civil service reform. One
such conditivn is support from public opinion; another underscores the need for
cooperation among institutions enguged in civil service reform. Training is rightly
viewed as an important strategy in this connection. Regional training pro

have a special role to play. International organizations (such as UN, the
Programme SIGMA, Etl) as well sx hilateral programmes can reinforce the
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yuality of truining by revamping and refiniog trainers’ skills through programmes
of training the traincrs. The value of such programmes lies precisely in the fact
that they create multiplier effects and expand the scope of training in the region;

We also need to establish and to maintain the needed data bases for civil service
management. Such data bases are valuable not only in the conduct of training,
but also, in the development of civil scrvice policy, the establishment of
benchmarks, realistic standards and norms, etc. The exchupge of infonuation
through communicating data bases as an important tool to turther integration in
Furope and heyond; and ‘

Lasly, we sexal 10 create 8 fm for effective resource mobilization and

public cxpenditure manggement. In this regand, the Conference proposed that
cunsideration be given to the following:

(@)  soiting up of official export promotion agencies, e.g. facilitating
participation at trade fuirs, wuiniaining commercial representation abroad.
These agencies usually remain in the public sector;

(b)  trade information centres, which compile basic information on main
overscus markets, industrial standards and trade agreements. Such
agencies, modelled cn UNCTAD Trade Puints, could ultimately be
transtesred into the private sector and be run by a business association; and

(©)  encouraging private companies to provide information on
production/quality cuntrol assistance, final packaging and labelling,
financial assistance etc.

With regards to public expenditure managémnt the Conference recommended:

@ where services can be specified, measured and monitored in 2 contractible
form, govarnments may consider the redefinition of rclationships between
policy-makers and policy implementers in ways that would allow closer
snecification of service standards and targets, decentralization of
appropriste managerial amtonomy and performance-linked management
incontives (rewards and penalties);

(h) greater attention to the potential, as the private sector expands, of
contracting out selected povernment services to private firms and in-house
rgencies on a competitive hasis. Some countries have claimed significant
cost savings and quality improvements from this approach; and

(¢©)  to tansfer of some revenue-raising and expenditure suthority from ceatral
to lower level governments. '




