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ABSTRACT

Between 2010 and 2020, central government funding to English and Welsh local authorities declined
by up to 56 per cent. County councils were forced to cut spending through efficiency savings or by
cutting or reducing services. This research compares how senior politicians and officers in two local
authorities balanced different spending priorities in the face of funding shortfalls. Drawing on 55 in-
depth qualitative interviews and analysis of spending cutback decisions over a five-year period, my
research shows how local government reorganisation (LGR) impacted on the design and
implementation of spending cuts. In my first case study, identified as ‘Northshire’, LGR facilitated the
adoption of new corporate management practices, while in ‘Southshire’ these were firmly embedded
before austerity. LGR provided a valuable organisational and political framework for embedding new
working practices but did not change Northshire’s preference for maintaining in-house service
provision, unlike in Southshire where divesting all but a few core services was proposed. Evidently,
the scale and pace at which fundamental change to existing service delivery models was implemented
was affected by recent or long-standing organisational practices and the willingness of senior
politicians and officers to embrace a reform agenda. In Southshire, the pace of reform negatively
impacted on the capacity of staff to implement organisational change, undermining the political and
organisational legitimacy of the spending cutback process. My research suggests these failings were
compounded by a lack of consultation with critical internal and external stakeholders. This contrasted
with Northshire, where a more consultative, incremental, top down project management approach to
reform was adopted. My findings suggest that by staggering the pace at which fundamental change
to services were introduced, greater opportunities for service user and stakeholder consultation were
provided, helping to ease some of the political and organisational difficulties associated with designing
and implementing tough spending cutback choices.
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Part |

Introduction to the dissertation

When deciding where and how to cut back on expenditure, senior decision makers in local
government face competing dilemmas or priorities. First, there is the need to cut expenditure
but how this should be achieved can be a source of political and organisational conflict and
contention. Second, what should be the pace and scope of spending cuts? This can be affected
by a broad range of factors including the ability of senior decision makers within the local
government to balance competing demands and pressures. Third, how are political and

managerial priorities within the spending cutback process balanced?

This thesis is divided into four parts. Part | (Chapters 1-4) outlines my research objectives and
qguestions. Chapter 1 explains why the topic was chosen and its importance while chapter 2
reviews key concepts in the cutback management and local government literatures. Chapter
3 begins with an analysis of the top-down financial pressures before telling the narrative of
how these forces shaped the responses of senior politicians and officers in two local
authorities with both similar and differing political and organisational outlooks, territorial
governance structures (i.e. a Labour-run, single-tier unitary council versus a two-tier county
district council). This is followed by a description of my research methods in Chapter 4. Part
Il (Chapters 5-6) presents three chapters. Chapters 5 and 6 set out how senior decision makers

designed and implemented spending cuts over the 2010-11 and 2015-16 period.

Part Ill consists of Chapters 7 and 8. Chapter 7 compares spending cutback choices both
before and following the onset of austerity. [sentence repositioned within paragraph]

Differences in the political, organisational and contextual circumstances which impacted on



the pace and scope of spending cuts in the two local authorities, and the political/service
reform logics used to justify the rationale for adopting an incremental or radical service
reform approach. Chapter 8 draws upon Gain’s dynamic dependency model (2005) and
organisational bricolage to examine how differences in territorial governance structure affect
the way in which local authority community relations are managed by senior politicians and

officers.

Part IV contains the concluding chapter. Chapter 9 begins with a succinct restatement of
research questions and objectives and how these questions guided the development of
research methodology. | then proceed to provide a summary of findings highlighting
similarities and differences between the two case studies. | then ask how these findings relate
to original research before stating what my contribution to knowledge is. This is then followed

by an examination of any unresolved issues and the implications this has for future research.



Chapter 1

Introduction

1.1  The PhD in Context
How do senior local government decision makers manage competing spending priorities

when resources are scarce under conditions of austerity? This is the core question of my
thesis. Austerity is a political and economic concept which refers to attempts by the
government to reduce public spending through tax increases, spending reductions (spending
cutback process) or a combination of both austerity and increased debt (Blyth, 2013). The
specific mix of fiscal policies a government will adopt is likely to vary according to the political
and economic outlook of key decision makers (David Innes, 2014, Dollery and Wallis, 2001).
This is also strongly influenced by central banks, and the response of financial markets
demonstrates the importance of such institutions in assessing the creditworthiness of
government-issued debt such as Treasury bonds or Gilts (Munoz and MacDonald, 2011).
Reductions in government deficit are intended to bring government income closer to
expenditure so that it is possible to reduce the cost of borrowing on international money

markets (Lee, 2011).

This thesis investigates the impact of austerity on the ways in which senior politicians and
officers within two county councils with differing territorial governance structures, political,
ideological and/or managerial outlooks responded to top-down (financial) and bottom-up
(civic community) pressures within the spending cutback process. The effects of such policies
on English local authorities is also likely to vary according to differences in socio-economic

circumstances (affluent versus deprived), which in turn will also affect their reliance on



additional resources to fund increased demand for social and welfare services (Hastings et al.,
January 2012, Jones et al., 2016, Beatty and Fothergill, 2014) (see also Chapter 4 for a more
detailed discussion of these issues), and the demographic/geographic issues of a region or
locality and the additional cost and logistical challenges presented by providing services to
remote and isolated deprived rural communities (Beatty and Fothergill, 2014). In Chapter 2, |

will observe how such factors can affect the development of a cutback management strategy.

In addition, the assumptive values and outlooks of senior politicians and officers are also
crucial in shaping how senior decision makers respond to different resource allocation
priorities or constraints (Leach, 2010b, Laffin, 1985, Laffin, 1986, MacManus, 1993b). Equally,
the territorial governance or institutional architecture can also impact on the capacity of a
local authority to drive through top-down county-wide service reform initiatives across
multiple tiers of government, especially following a period of local government reorganisation
(LGR) prior to the onset of austerity (Stewart, 2014, Dearlove, 1979, Chisholm and Leach,
2011). The ability to create cost savings through merging front/back office and
neighbourhood services/facilities via careful management of economy of scale savings can
also shape the response of local authorities to top-down financial pressures through
emphasising a more incremental or gradual approach to changing how services are delivered.
This leads to a discussion of how the presence or absence of LGR affects how senior politicians
and officers respond to top-down financial pressures to reform how services are provided
(see also Chapter 8). For instance, does the ability to design and implement cross-county
economy of scale savings following the merger of two tiers into a single unitary authority help
mitigate the need for making radical changes to how services are delivered? Or is the decision
to pursue a radical or incremental service reform agenda in response to austerity more

typically affected by the political and organisational outlooks of decision makers (i.e. their
9



ideological commitments and policy preferences as shaped by past service reform initiatives

prior to or following the onset of austerity)?

Returning to the core research question set out above, the idea of a senior politician and
officers having to balance competing resource allocation choices or priorities might be a more
appropriate word to use. Rather than thinking about the process in terms of binary good or
bad options or choices, it involves balancing competing interests and priorities. Hence,
nuanced political and organisational judgements must frequently be made which also reflect
the pattern of local power relations within a local authority. Understanding how top-down
(financial/regulatory) or bottom-up (civic community) pressures interact with the pattern of
local power relations between senior politicians/officers, Council Leaders and party groups is

also a critical issue.

These concerns go beyond a purely rational analysis of resource allocation choices to
understanding how the response of decision makers is contingent on a range of different local
political and organisational influences (Greenwood et al., 1975, Hinings et al., 1975,
Greenwood et al., 2014). While austerity represents a coercive, top-down pressure externally
imposed on local government (Dukelow, 2014, Levine and Posner, 1981, McKendrick et al.,
2015), the strategic analysis or posture senior decision makers adopt are likely to differ
according to the current assumptive outlooks and beliefs within the local authority and the
patterns of local power relations between internal and external vested interests in the
spending cutback process (Leslie and Canwell, 2010, Ferry et al., 2017, Orr and Bennett, 2017,

MacManus, 1993b).

It is also necessary to take account of how differences in the local authority affect how
spending cuts are designed and implemented. For instance, the two case studies utilised for

10



the purposes of this thesis exhibit both similarities and differences. Northshire is a Labour-
run, single-tier unitary authority. Southshire is a Conservative, two-tier county district council.
Although these political and territorial governance differences affect how decision makers in
either authority respond to top-down spending cuts, there are also similarities in terms of
how cutback management processes and procedures are managed, including the desire to
protect frontline social and welfare services through implementing deeper cuts to back office

and front-facing community services.

A useful metaphor to illustrate the differing contexts of both the organisation and the local
environment in which the two county council case studies find themselves is that of a stage
and, in particular, differences in set or stage design. Although the spatial dimensions are
similar (insofar as the institutional, regulatory governance space is similar), there are
noticeable contextual differences. These include differences in the ways in which senior
politicians/officers and other vested interests articulate the case for reforming how these
services are provided in response to the top-down financial pressures created by austerity.
This can also affect how other key decision makers interact with other internal and external
stakeholders (for example, be they trade unions service users or third sector civic community
leaders), whether formally/informally and on or off the political/organisational stage. And
whilst some contextual differences might be more fundamental to understanding why
particular cutback management options or service reform models are accepted or rejected,
others are less important. However, this does not mean they are not worthy of observation
or comment, especially when the combined effect of these slight differences can also impact
on the sustainability of the spending cutback process in either of the case studies examined

here.

11



This research starts with the assumption that institutional structures and decision-making
processes can moderate the behaviour of individuals and groups within local authorities

(March and Olsen, 1976, Powell, 1991, Lowndes, 2009).

1.2 Vision for the Research and its Relevance to the Literature
Since 2010, central government funding for local government has declined by up to 40 per

cent (David Innes, 2014). More recent estimates however indicate by 2020 this figure has
increased to a 56 per cent total decline in central government funding (Leach et al 2017). How
institutional structures and practices incentivise and/or constrain the behaviour of decision
makers to protect some areas of spending and not others is a primary issue addressed in the
cutback management literature (Levine et al., 1981, Levine and Posner, 1981, Jick and Murray,
1982, Cepiku, 2010, Tepe and Vanhuysse, 2010). More generally, it also raises broader
guestions within the local government and public administration literatures about how the
organisational and political context can affect how resource allocation choices are made
(Dearlove, 1973, Levine et al.,, 1981, Gains et al., 2005, Lowndes and Pratchett, 2012,
Lowndes, 2009, Leach et al., 2005). This is the reason for adopting a case study approach in

this research.

The question of how senior local government decision makers design and implement
spending cuts is a relevant issue because it addresses the question of how competing financial
organisational and political demands are managed when resources are ‘scarce’. Local
government decision makers can draw on a range of cutback management strategies which
range from selfish, acquisitive resource allocation behaviours to budget holders taking a more

strategic corporate approach to allocating resources between different spending areas. This
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involves both targeted and across the board spending cuts, especially for service areas
perceived as being a lower priority compared to high-need, high-demand social care and
welfare related services. The latter approach can take the form of a resource allocation
strategy which involves taking a targeted approach to paring back on the delivery of back-
office support or managerial functions to protect the provision of front-facing community
services. That is, targeting those services possessing a high civic-social value while also being

at highest risk of closure.

But once again, this also raises the question of how decision makers manage competing
financial, organisational and political demands (Dunsire, 1989, Scorsone and Plerhoples,
2010). Although resource scarcity is presented as an inhibitor or disruptor of service reform
and innovation, such change is often viewed with suspicion insofar as it can result in a
diminution in employment terms or conditions or pose a threat to both the scope/quality of
service provision. Decisions made by senior politicians and officers in managing the financial
and organisational transition from budget growth to decline can result in employees and
trade union representatives deciding to take industrial action (Bach and Stroleny, 2014, Laffin,
1990). But equally, failure to drive through changes in employment terms and conditions may
also affect the ability of the local authority to retrench through efficiency savings or cost
synergies produced by a reduction in staff personnel or the hours they work. In order to
manage the psychological and organisational uncertainty created by a restructuring or
reorganisation process in the provision of services, an incremental or gradual change
approach might be adopted. This can limit some of the immediate adverse effects of spending
cuts whilst also providing an opportunity to reach a negotiated settlement with employee
trade union representatives and other affected internal/external stakeholders. In this sense,

the logic of incremental change still applies even though the numeric rule being used is one
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of budget addition rather than subtraction. Whilst, on one level, increased resource scarcity
can result in a greater focus on centralising core corporate financial and performance
management functions, on another level this can also result in an increased emphasis on
decentralising powers from the corporate centre of an organisation to budget holders in
departments by emphasising the importance of bottom-up approaches to organisational

change or innovation.

Both centralisation and decentralisation processes might run in parallel. For instance, whilst
core corporate financial and performance management functions might be recentralised to
strength the powers of a central service department to scrutinise budget holders’ decisions
or actions, the same budget holders may be given higher control or autonomy because the
imposition of a financial or budget envelope (cash limit) can also create added transparency.
Adopting a targeted approach to spending cuts can, therefore, be politically and
organisationally challenging to implement (Boardman, 2011, Joyce, 2011). This challenge can
be even more difficult to manage when there is sufficient resource slack or ‘easy savings’ to
be made in other parts of the organisation (Levine, 1979). This can result in budget holders
petitioning key decision makers to protect core spending over the short to medium term by
using financial contingencies or reserves, even though such a postponement does not alter or
change the overall financial picture, which is declining resources and increased scarcity

(Levine, 1978).

In saying this, however, the absence of efficiency savings prior to entering a protracted period
of austerity can also be problematic. For a start, it reduces the financial flexibility or budget
contingency senior decision makers might possess, and this can be an essential source of

political and organisational influence. Budgetary concessions are viable so long as there are
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sufficient resources to meet the different expectations and demands, some of which are
political in origin whilst others relate to the management of the financial organisational and
strategic risks which can also have political and reputational consequences for a local
authority organisation. Having sufficient financial reserves can also encourage short- or
medium-term budgetary concessions to be made, despite there being no change in the
overall financial picture, namely, increasing resource constraint that, in turn, also affects the

ability of local authorities to share the pain of cuts equally across a broad range of services.

Such a perspective does not consider the political and organisational history or context in
which resource allocation choices are designed and implemented. Such an understanding was
particularly important when researching how the assumptive values and beliefs of senior
decision makers might impact on political and managerial responses to austerity. A good
example of how an understanding of resource allocation choices prior to the onset of
austerity impacted on the formulation of a cutback management strategy can be observed in
my two case studies. In the Labour-run authority (Northshire), LGR strengthened the power
of elite decision makers to drive through economy of scale savings prior to and following the
onset of austerity, which had definite positive political and organisational benefits in terms of
ensuring a closer alignment between the political policy outlooks and assumptive outlooks of
internal decision makers and (to a lesser extent) external stakeholders than was the case in

the Conservative-run Southshire county council.

Although senior decision makers in both authorities faced mostly similar financial and
organisational pressures, they responded differently. This begs the question why. How can
differences in the political and organisational stability of the cutback management process be

explained? What combination of factors, such as the presence or absence of LGR, brought
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about this outcome? What about the scope and pace of change and the positive/adverse
effect this had on maintaining or disrupting an alignment between the strategic posture
adopted and longstanding beliefs or assumptions regarding the role of the local authority as
the leading provider of services? This latter question is particularly pertinent given the
differences in the strategic posture adopted by the two authorities. For instance, in
Northshire, LGR provided a framework for incremental or gradual change. In contrast, in
Southshire, a radical vision for reform or change was articulated involving the divestment of
all but a few core services. What effect did this difference in the scope and pace of reform
have on the capacity of political and administrative leaders to encourage staff and/or other
stakeholders to buy into the organisational change or reform vision and/or the type of
organisational change or reform logics which senior politicians and officers used to articulate
or legitimise the case for reform? Although these concerns are informed by theories and
concepts present in the cutback management and local government literature, the above

questions also address critical concerns present in both the Northshire/Southshire case study.

1.3 Research Objectives
The objective of this research is primarily to develop an enhanced understanding of how

senior politicians and officers respond to competing internal and external demands on the
spending cutback process. This will be achieved through an investigation of the following

research objectives:

e Critically compare how senior decision makers in two different local authorities

balance competing resource allocation priorities or choices;
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e |dentify and evaluate the impact of top-down and bottom-up cutback management
techniques and strategies for the design/implementation of spending cuts; and

e Evaluate the political and organisational effects of LGR on spending cuts through
comparing the responses of decision makers in two local authorities with differing
territorial governance structures (i.e. single-tier versus two-tier county-district

council).

1.4  Research Questions
The core research question that this research seeks to address is:

e How do senior local government decision makers manage competing spending
priorities when resources are scarce under austerity?

In order to answer this, there are five sub-research questions (see below) that will be
answered to further elucidate the core research question. It is important to point out here
that the sub-research questions (RQs) are derived in large part from the Literature Review
(see Chapter 2). Mirroring the two main themes of the literature review carried out here,
research questions 1 and 2 are taken from the section on cutback management literature

whilst research questions 3, 4 and 5 are taken from the local government literature review.

RQ1: What are the local internal and external demands on the spending cutback
process, and how does this affect how resources are allocated between different
spending priorities locally?

RQ2: How do decision makers balance top-down and bottom-up budgeting when
managing competition between local vested interests in the spending cutback
process?

RQ3: How did elite decision makers balance corporate and political priorities within
the spending cutback process?
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RQ4: What political and organisational strategies were used to dampen conflict within
the spending cutback process and what role did they play in preventing the
postponement or reversal of spending cutback choices?

RQ5: What impact, if any, did differences in the territorial governance structure of
either authority have on the design and delivery of spending cuts?

1.5  Thesis Structure
This thesis is structured into four parts. Part |, including this chapter (Chapter One),

introduces the subject area to be examined, provides a rationale for why this topic has been
chosen and outlines the areas of concern within the research topic. Chapter Two presents a
literature review that focuses on the cutback management literature and local government
literature. Following this literature analysis, Chapter Three describes the top-down effects of
austerity in both deprived and affluent local authorities. Chapter Four focuses on the research
methodology utilised in this research and sets out the reasoning behind the methodology
adopted. This chapter also identifies any potential problems with the adopted research
methodology. Furthermore, this chapter explains the rationale underlying the selection of the
two case studies, and how | collected and analysed data following transcribed face to face

interviews with senior politicians and officers.

Part Il of the thesis introduces the case study narrative chapters. Chapters Five and Six look
at Northshire and Southshire, respectively, as the two local authority case studies examined
in this research. Both chapters compare how senior politicians and managers responded to
cuts in central government funding. Similarities and differences between the two case studies
are explored across multiple dimensions. Furthermore, they address the question of how

Northshire and Southshire County Councils responded to cuts in central government funding.
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Part lll assesses the extent to which the findings from the Northshire and Southshire case
studies relate to the key themes or issues present in the cutback management and local
government literatures (See Chapter 2). Chapters Seven and Eight aim to understand how
differences in territorial governance structures and assumptive political and organisational
outlooks are shaped by internal and external influences. Chapter Seven focuses on themes or
issues present in the cutback management literature while Chapter 8 examines how spending
cuts affect how wider internal and external influences either within or on the periphery of the

spending cutback process influence budget priorities and outcomes.

Part IV re-examines my key research questions, identifying key findings, describing my

contribution to knowledge and assessing future implications for further research.
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Chapter 2

Literature Review

2.1 Introduction
This chapter will critically examine the extant literature and both central government/local

government measures for dealing with austerity. It will focus on reviewing the two main
components of the relevant literature: (i) the cutback management literature; and (ii) the
local government literature. By examining the impact of resource scarcity on the budget
choices of politicians and officers, this chapter explores how the combination of top-down
(central local financial) and bottom-up (civic community) measures impact on how spending
cuts are designed and implemented. There will also be a historical element to the literature
review to contextualise austerity (pre- and during-austerity measures). This will serve to
highlight the issues of relevance to this thesis and will form the background to Part Il (case
studies) and Part Il (the analytical chapters). Furthermore, this chapter will provide a more
detailed assessment of the effects of resource scarcity on local government decision making,
particularly in terms of understanding why and how it is implemented (see section 2.6, local

government literature review).

Section 2.2 raises several cross-cutting themes or issues which are relevant to this study. My
conceptual model (section 2.3) challenges the assumption that there is a linear relationship
between resource scarcity and the breakdown in political and organisational consensus and
the various strategies politicians/officers use to mitigate some of these challenges. Section
2.4 identifies lessons learned from previous research into cutback management techniques
and strategies which budget holders use to mitigate or implement deep spending cuts to

public services before moving onto identify gaps in the cutback management literature in
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section 2.5. Section 2.6 sets out an overview of how locality can affect the way(s) in which
senior local politicians, officers and external stakeholders respond to central local reform
measures or proposals. Based on these observations, section 2.7 identifies some of the
potential economic and political benefits/costs of LGR on spending cutback management
processes before going on to identify a range of factors which might influence how spending
cuts are designed and implemented locally (section 2.8). In section 2.8.1, | examine how local
institutional and organisational factors affect politician/officer decision making practices. |
argue that a dynamic dependency model provides a helpful frame of reference for
understanding how politicians and officers discharge their political and organisational roles.
Subsequently, | will explain how this, and the other factors described above, lead to variation
in corporate or cutback management strategies despite affluent or deprived local authorities

being subject to broadly similar top-down financial pressures.

2.2 Cutback Management Literature Review
Austerity in English local government is likely to remain in place for at least the duration of

the current Parliament, which sat for the first time in June 2016, in the short to mid-term,
with the impacts likely lasting into the 2020s (long-term). What is clear is that there are
several tensions facing those involved in managing austerity at the local level. How local
government decision makers respond to the challenge of resource scarcity and service-user
demands to protect services has broader political-policy and managerial—strategic
implications for how spending cuts to services are designed or implemented. One way of
managing such resource allocation conflicts is to centralise the decision-making process and
thereby limit the number of people who can influence spending cutback outcomes

(MacManus, 1993b, Levine and Posner, 1981, Glennerster, 1981, Greenwood, 1981), either
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directly or indirectly, within and outside the local authority. However, such a response is
problematic because internally it is likely to undermine the capacity to achieve and/or
maintain the political-managerial consensus that is necessary to negotiate changes in
employment terms and conditions and service innovation (Laffin, 1990, Bach and Stroleny,
2014). Equally, questions can also be asked about the fairness or proportionality of spending

cuts if key decision makers do not consult service users and local communities.

Although austerity has tended to have a greater impact on local authorities that are more
dependent on central government funding to provide additional social and welfare spending
(Beatty and Fothergill, 2014, Bailey et al., 2015, Wilks-Heeg, 2011), reorganising the scope
and provision of public services can not only improve how resources are used but also have
negative political and strategic implications for budget planners, cabinet members and party
groups involved in the cutback management process (MacManus, 1993b). Effectively, this
leaves a choice between decremental cuts, shared out across services, or quantum cuts which
eliminate some programmes. Local government decision makers are having to explore

innovative ways of addressing austerity measures.

2.3 Conceptual Framework
This thesis compares the responses of senior local government decision makers in two local

authorities with similar and differing political and organisational structures, processes and
responses to austerity. Since my research is primarily comparative, this chapter develops a
conceptual framework based on an analysis of key themes within the cutback management
literature which | will later apply to the case study chapters (see Part Il). My primary focus
here is on understanding the internal driving forces that affect how senior politicians and

officers design and implement spending cuts to services. These internal drivers for decision
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making include the following factors: senior politician-officer relations; the political values of
the ruling party; and the effect budgetary systems and processes have on how spending cuts

are designed and delivered.

Following the work of Kleinmunts (1985), this study takes the position that each of these
factors interacts in a dynamic rather than static way. This interaction can be affected by
longstanding working practices or outlooks which, over time, become institutionally
embedded within the local authority (Griffiths, 1989, Leach, 2010a). However, internal
political and organisational and external economic or fiscal crisis can disrupt or challenge
these assumptive beliefs and outlooks by challenging past resource allocation trends or

patterns (Levine and Posner, 1981, Levine, 1978).

The question of how decision makers balance competing resource allocation priorities is a key
concern in the cutback management literature. Charles Levine (1978) observed the financial—
organisational and policy dilemmas that public organisations face when managing declining
resources at a time of increased social welfare demand for public services. Consequently,
Levine sought to address a key gap in the public administration literature regarding how
managerial decision makers strategically managed the (sometimes abrupt) transition from a
period of prolonged growth in local government finances to one of decline. Levine’s
comments spurred a body of organisational decline literature, which examined the financial—
organisational and political risks posed by fiscal crisis or instability in the delivery of public
services or goods. Cameron (1987, p.227) defines organisational decline as a ‘condition in
which a substantial absolute decrease in an organisational resource base occurs over a
specified time’. Inevitably, this can result in an inability to provide services at existing levels

(Jones-Walker, 2007, p.397), despite increasing demand for social and welfare services

23



(Hastings, 2012, Hastings, 2013). Authors have addressed the subject of organisational
decline from a range of perspectives, such as describing the cause of its appearance (Jones-
Walker, 2007, Carmeli-Cohn, 2001), the practical solutions (Cahil-James, 1992), some
effective predictors (Zafra-Gomez et al., 2009, Trussel-Patrick, 2009, Jones-Walker, 2007,
Kloha et al., 2005) and possible prevention systems (Coe, 2008). However, Levine (1978)
called for the development of a cutback management methodology that might address some
of the associated problems presented by resource scarcity. Thus, he was less interested in
developing a quasi-scientific formula for managing these difficulties than in developing
pragmatic strategies that managers could use to respond to the initial medium- and long-term

effects of austerity.

How decision makers manage conflict when competing for resource allocation priorities and
needs can have both long- and short-term consequences for the political-organisational
sustainability of making tough spending cutback decisions and choices. Kickert 2015 et al.,
referencing Lindbloom’s (1959) distinction between rational and incremental decision
making, observed how political-organisational and financial logic can affect how decision
makers balance competing for resource-allocation priorities. Table 2.1 sets out the
relationship between two types of cutback management decision-making: rational-
comprehensive and incremental compromise. The various characteristics of each are

described.
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Table 2.1 Budget Decision-Making Models in Public Sector Organisations

Rational-comprehensive Incremental compromise

Political priority setting No political priorities, no rational analysis
Fundamental rational core-task analysis Across the board, cheese-slicing, equal cuts
Strategic long-term decision-making Pragmatic short-term compromise decisions

The above taxonomy for analysing political—fiscal behaviour in public organisations, however,
requires further qualification. State organisations or agencies are subject to top-down
(central-local) and bottom-up (organisational community) pressures which can strategically
impact on how they respond to the different interests of internal regulatory and external

stakeholders.

Although the relationship between this network of stakeholders will often cross public or
state organisations, they are subject to a broader number of competing top-down (central-
local government) and bottom-up (organisational-community) pressures than private
commercial or third-sector organisations. Hence, this can mean that a range of incremental
and non-incremental styles of decision-making emerge in response to competing resource-
allocation pressures (Gardner, 2017). Despite acknowledging the several types of pressure to
which public organisations are subject as compared to commercial counterparts, the above
taxonomy for decision makers in public organisations seems to fall into one of two categories:
either they take a long-term strategic decision or focus on making pragmatic, short-term
compromise decisions. As part of a broader effort to refine and qualify the above taxonomy,
Peters, Pierre and Randma-Liv (2011, p.15) distinguished between ‘strategic political decision-
making and incremental, pragmatic compromises’. Table 2.2 (below) seeks to refine

Lindbloom’s distinction between comprehensive and rational analysis through highlighting
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the importance of fundamental political priority setting, incremental and pragmatic

compromises.

Table 2.2 Fundamental Priority-Setting versus Incremental and Pragmatic Compromises

Fundamental political priority-setting Incremental and pragmatic compromises
Swift, large and drastic decision-making Slow, small and gradual steps

Centralised decision-making Decentralised decision-making

Coherent and systematic decision-making Incoherent patchwork

Also important is the degree of centralisation and the impact this has on how resource
allocation conflicts or dilemmas are managed or resolved. Centralising resource allocation
decision-making can reduce the number of stakeholders involved in the process and thereby
lessen the potential for marginal interests to veto top-down corporate or political preferences
for designing/implementing spending cuts. Centralising resource allocation choices might
enhance consistency, transparency and thereby reduce uncertainty regarding budget
priorities, time horizons and design/implementation. However, streamlining decision-making
in this way might come at the cost of maintaining political and organisational consensus on

the best way forward (Danziger, 1978, Jones et al., 2015, MacManus, 1993b, 2014b).

As such, this represents a political cost of centralisation as it tends to marginalise internal or
external stakeholders seen as peripheral to the high-level corporate or political decision-
making. These internal and external stakeholder groups (be they trade unions representing
disgruntled local authority employees or service users protesting against cuts to services)
have the potential to challenge or disrupt spending cutback decisions. For instance, local
authority trade union representatives could frustrate efforts to drive through cost-saving
innovations unless there are improvements in employment terms/conditions and voluntary
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redundancy packages offered to staff exiting the organisation (Bach and Stroleny, 2014).
Elected council members, trade union members and staff at risk of redundancy may also form
temporary or longer-term alliances with service user groups actively opposing cuts to
services, such as wholesale library closures. These political challenges can undermine the
perceived legitimacy of the spending cutback process and also act as an additional barrier to
efficiency or innovation-driven service reforms intended to produce ‘more for less’ type

savings (Laffin, 1990, Bach and Stroleny, 2014).

Looking beyond these political challenges, the centralisation of resource allocation processes
and procedures can strengthen the power of central service departments to gather corporate
intelligence and monitor financial and organisational performance through creating more
robust systems and processes to challenge resource estimates presented by senior budget
holders within spending departments and by recentralising central service finance and
accounting staff previously embedded or seconded to local authority departments (Ferry et
al., 2017). Even then, centralisation might negatively impact on the power of budget holders
within individual spending departments to craft a response to austerity which is consistent
with the financial, organisational and strategic challenges they face. Although a top-down
corporate management approach to resource allocation can strengthen the central
coordination abilities of senior decision makers, such action might constrain the decision-
making autonomy of budget holders within departments to respond to localised operational
pressures (MacManus, 1993b, Boardman, 2011, Joyce, 2011, Sharples, 2011). While
decentralised budget decision-making widens the potential ability of internal and external
stakeholders to influence spending cutback processes, it can also slow down the process of

reaching agreement on core spending priorities. This can undermine the sustainability of a
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spending cutback process because of the tendency to postpone difficult spending cuts until a

later date or time to avoid political or organisational conflict/disagreement.

However, such a strategy can ultimately impact on the capacity to adopt a mixed cutback
management strategy (i.e. one involving a combination of incremental and targeted spending
cuts), particularly for lower priority services which have a high social or civic value, as the need
to make deeper spending cuts increases (Hood, 1981, MacManus, 1993b, Ferry et al., 2017).
This can also undermine the capacity of senior politicians and officers to build or elicit trust
from internal and external stakeholders in their leadership capacities and skills (Copus and
Steyvers, 2017, Orr and Bennett, 2017). Nevertheless, centralising the spending cutback
management process might improve the speed and efficiency with which spending cut
choices are made, even though this is politically and operationally riskier than the above

analysis might suggest.

The above concerns provide an opportunity to develop a 2 X 2 table based on the implicit
variables presented in Table 2.1 and 2.2. These include comprehensive versus piecemeal
coverage, immediate versus phased timing, top down planning versus emergent strategy
development, and politician versus officer driven priority setting. This typology is presented
below in Table 2.3 alongside ideal type resource allocation responses. These resource
allocation practices reflect political and corporate values mediated through various structural
and motivational contextual variables as outlined in Figure 2.7 (see page 81). They provide a
framework or logic for action that may conflict with other political and organisational
concerns within the spending cutback process. However, since they represent ideal type

responses they are not fixed or static representations of reality but malleable to change.
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Table 2.3: Ideal Type Resource Allocation Responses

Comprehensive versus Piecemeal Coverage

Service departments have low-high-level
decision-making autonomy because of the
need to ensure a comprehensive rather than
piece meal approach to determining resource
allocation needs/demands.

A cutback management strategy is developed
for the organisation as a whole rather than
individual units determining their own resource
allocation priorities.

Comprehensive rational analysis is more likely
to focus on the big strategic picture rather than
individual parts or pieces of the resource
allocation dilemma. This is likely to result in
greater emphasis being placed on a more
targeted approach to spending cuts over
piecemeal coverage as cuts in expenditure are
evenly distributed across different spending
priorities.

Planned versus Emergent (also related to top down
and bottom up budget management techniques)

Centralised corporate planning and auditing
processes/procedures prioritised over decentralised
resource allocation decision making processes and/or
bottom up/grassroot innovation initiatives.

Prioritises quasi-scientific methods of analysis over
more holistic approaches in determining the strategic
stance or direction of travel.

Top down strategic planning can fail to capture
counter-intuitive trends or findings which fall outside
a purely rational analytic focus or mindset.

Corporate and financial concerns are prioritised over
other concerns such as internal and external
consultation/engagement. This contrasts with a more
emergent strategy approach where greater emphasis
is placed on developing a flexible response/posture to
changing environmental conditions using a range of
guantitative and qualitative data sources.

Immediate versus Phased Timing

Spending cuts to local public services are
introduced without delay rather than being
phased in over a longer time horizon.

Immediate verses phased timing will be
affected by the degree of resource slack or
scarcity present in the local authority either
prior to or following the onset of austerity (re:
Levine's efficiency paradox, see p228-229).

Politician versus Officer Driven Priority Setting

The question of who takes the lead in designing and
implementing spending cutback choices or solutions
is important in terms of how political and corporate
priorities are managed. Politician and Officer led
decision-making can also affect how learning is
acquired, developed and implemented within the
spending cutback process.

The problem with the above perspective is that it
assumes a static rather than fluid decision-making
dynamic between these two groups of decision
makers. This can also be affected by the perspective
thatis adopted. For instance, is a system wide, service
specific, or silo perspective adopted? This can also
reinforce or disrupt established path dependent
policy channels of decision-making between
interconnecting policy networks involving the cabinet
leader/cabinet and party groups, senior officers who
have a corporate service focus, middle ranking
officers based in departments and frontline staff.
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How ruling party groups and public managers steer local authorities through a period of
austerity also depends on the capacity of individuals to elicit and maintain the
confidence/trust of internal and external stakeholders. Thus, Dunsire and Hood (1989, p.xxii)
focused their study on the process of rather than the effects of spending cuts. They observe
how declining resources (resource scarcity) can result in breakdown or fragmentation in
decision-making because of a worsening organisational and political climate. Drawing upon
research by Jorgensen, Dunsire and Hood (1989) observed that worsening financial conditions
tended to increase the likelihood of conflict between internal and external stakeholders
involved in a budgetary process (such as the groups identified above) (Jorgensen, 1987, in
Dunsire and Hood, 1989). Moreover, this conflict increases as resources become increasingly

scarce.

Jorgensen identifies three ‘climates’ that shape the cognitive and decision-making processes
of organisational actors in a cutback management situation. The first climate phase is the
‘weather the storm stage’ (Dunsire and Hood, 1989, p.170). Managing conflicting perceptions
and expectations as to whether austerity justifies a radical or incremental departure from
longstanding political and organisational beliefs in how a local authority should provide public
services can be politically divisive. Indeed, cutback management processes can fragment
(especially) following a breakdown in organisational and political consensus as to how best to
change or reform public service provision. Weathering the storm can be particularly
challenging because ‘psychologically, people are still living in the ‘climate’ of growth’
(Jorgensen, 1987, cited in Dunsire and Hood, 1989, p.170). Under these circumstances,
budget cuts are ‘quick to find... easy to put into effect... minimise conflict and do no lasting
damage’ (ibid.) and thus help to maintain a delicate or enduring political-organisational

consensus between the public organisation or agency and trade union service users and other
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local stakeholders. Consequently, an incremental style of budget cuts helps to preserve such

unity because spending cuts are distributed equally across the organisation (ibid, pp.170-1).

The second type of cognitive or decision-making climate in Jorgensen’s model is the efficiency
gain and reorganisation stage. Once it becomes clear that incremental cuts necessitate the
use of deeper, more strategic cuts in the longer term, people begin to search for ways to
‘lower cost’ through efficiency savings or productivity gains to achieve ‘lasting savings’
(Jorgensen, 1987, cited in Dunsire and Hood, 1989, p.171). Such a ‘managerialist approach’
(ibid., p.171) can lead to the increasing acceptance of the need to implement costly cuts in
the short term via organisational restructuring. However, these implementation costs can
prove prohibitive, and any future efficiency gains insufficient or too elusive to justify the
upfront cost. Ultimately, this perception can lead to a breakdown in consensus as competing
interest groups within the organisation seek to compete for increasingly scarce organisational
resources. This is due, in part, to resources being needed to finance retrenchment-related
costs such as redundancy payments, especially for long-serving staff members, or upfront
innovation costs required to finance whole or partial service reorganisations. The type of
service reform measures intended to deliver efficiency or economy-of-scale-related savings
include the merger of back-office functions or the co-locating of previously disparate services
together with neighbouring county or district councils in order to reduce some of the
operational costs of providing frontfacing services. Moreover, for local authorities managing
the cumulative risks of austerity, especially when there is a waning belief in eventual
regrowth, scepticism can set in regarding the effectiveness of such efficiency measures. In
other words, scepticism about ‘efficiency’, allied with a waning belief in eventual regrowth,
results in a growing awareness that greater efficiency savings or shifting resources and

service-demand pressures cannot achieve the required cuts (Dunsire and Hood, 1989, p.172).
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In the third climate, the ‘strategic phase’, organisational actors begin to focus on the costs
and benefits of competing for spending priorities through the collection of social and
economic data (Jorgensen, 1987, cited in Dunsire and Hood, 1989, p.172). It is at this strategic
phase that the demand for ‘high-cost research’ in the quest for hard facts gives rise to ‘four

paradoxes’ (see Dunsire and Hood, p.173).

However, compared to the other three paradoxes (‘demand for rationality’, ‘high-cost
research in priority-analysis’, ‘demand for innovation and creative thinking is at its peak when
a mood of pessimism is at its most dispiriting’), the fourth paradox (‘competition between
vested interests’) is of greater concern. The reason being the latter paradox emphasises the
disruptive effect of resource scarcity on budget routines and processes. Moreover, under such
circumstances, it can hard to predict in advance how, where or when the next crisis or conflict
will emerge which could destabilise the cutback management process. Consequently, such a
state of affairs can blunt the effectiveness of conventional political or strategic forecasting

used during periods of flat or increasing budgetary growth.

The above approach, however, is problematic because it assumes a linear progression
between these conflict prone behaviours and the intensity or degree of resource scarcity.
Dunsire and Hood (1989) critiqued Beck Jorgensen’s (Jorgensen, 1987) spending cutback
model on the following grounds. First, there are too many intervening variables affecting how
vested interests respond to spending cuts of differing sizes and scope. For instance,
Jorgensen’s model ‘encompasses variables dealing with psychological set and time horizons,
intra-organisational politics and assumptive worlds, as well as with the economies of research
and transaction costs, intended or unintended consequences and diminishing returns’

(p.175). Whilst the inclusion of these variables might ‘bring it closer to a recognisable picture
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of reality... [it becomes] less easy to test’ (ibid.). This makes it harder to test Jorgensen’s model
against empirical evidence. A second critique is that both the range of variables, some of
which are ‘not fully quantifiable’ (Dunsire and Hood, 1989, p.175) and the fact that public
organisations are subject to different environmental forces, can cause them to respond
differently to similar top-down central-local government financial pressures. Compared to the
arguments by Pandey (2010) that the external demands placed on public organisations can
result in the core mission or focus becoming diluted due to increasing ‘goal ambiguity’,
Dunsire and Hood’s observation that environmental changes such as the ‘introduction of new
technology can threaten basic power distributions and symbiotic patterns’ (Dunsire and
Hood, 1989, p.175) seems rather limited given the increasing interconnectedness between
the public and private sector and other organisations in the delivery of public services (Walker
et al., 2007, de Bruijn, 1997). A third critique which challenges Jorgensen’s linear progressive
view that conflict increases as resource scarcity affects the psychological and organisational
climate of decision-making is that these states can occur at different phases in the spending
cutback process. Jorgensen uses rational economic assumptions of human behaviour to
assume there is a progressive escalation in conflict between the incremental, managerial and
strategic phase. However, this does not adequately take into account the fact that decision
makers might adopt a range of cutback management strategies or incentives at any point in
time across the three phases. Moreover, the capacity to predict or model in advance how
different vested interests within a spending cutback process will respond is affected by the
presence of too many variables, some of which cannot be known in advance, or are

unquantifiable. Thus Dunsire and Hood observed how the:

basic assumption of a phasing model, that cutback methods will be adopted and
discarded according to the size of the cuts requires, is knocked away if some cutback
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methods are adopted irrespective of the size of the cuts they deliver: the edifice built on
that assumption falls down (1989, p.187).

Furthermore, Jorgensen’s model is based on rational economic assumptions of human
behaviour which assume decisions are made under perfect environmental conditions. There
is little opportunity for ambiguity, uncertainty, or even irrational perception to colour the
actions of vested interests in the resource allocation process. There is a belief that decision
makers and vested interests behave like rational actors (Bevir and Rhodes, 2010) who
prioritise their own financial or budget interests at the expense of considering wider socio-
economic policy or political and organisational goals (Marsh et al., 2000b). This also ignores
the fact that alternative (non-economic) inducements might be used to overcome political,
economic or policy objections to reaching an agreement (Warm, 2011). Moreover, this raises
the possibility that alternative forms of inducement might be available to overcome
structural, organisational or political barriers to policy or service innovation. Rather than
austerity representing a permanent barrier to innovation, or ‘creative thinking’ (ibid.), there
may be opportunities to find shared areas of agreement with trade unions and staff which
reinforce or maintain past bonds of interpersonal, intra-departmental mutuality and

recognition.

Equally, some areas of a local authority organisation might be more predisposed to
experimenting with new service delivery models than others due, in part, to positive working
relations between management and staff. On this point, Hult and Walcot (1990, cited in
Rosenblatt et al., 1993, p.86) observed how such an adjudication process can offer
opportunities for ‘goal-searching activities’. Such an approach can enhance organisational

legitimacy through creating arenas for ‘exploring options, brain-storming, sharing ideas,
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particularly when uncertainty about operational policy and value priorities is high’ (Hult and

Walcot, 1990, cited in Rosenblatt et al., 1993,. Ibid).

The psychological and financial uncertainty caused by austerity can undermine the conditions
of mutuality between competing interests. Uncertainty or distrust can undermine the
conditions of professional-collegiate and organisational inter- and intradepartmental
mutuality once incremental cuts fail to deliver the necessary savings and budget holders are
required to cut core rather than peripheral and, or, back office activities (Levine, 1978, Laffin,

1986, Glennerster, 1980, Greenwood, 1981).

The history of service reform within a local authority can also affect its political and
organisational capacity to develop new ways of challenging un-corporate-like budget
behaviours or attitudes. For instance, LGR in the Northshire case study (see Part Il)
accelerated the implementation of economy of scale savings, including levelling out the
distribution of resources between areas following the merger of eight disparate local
authority organisations into a single-tier authority in 2009. Moreover, in the absence of LGR,
similar economy of scale savings might be harder to implement, especially when political and
organisational barriers to county-district multi-tier collaboration are present. However, as
was evident in the Southshire case study (see Part Il), such obstacles need not prevent
neighbouring district councils from wholly or partially merging to share and drive down

operational costs.

In developing a new cutback management methodology for these ‘hard times’, Levine (1978)
identified nine quandaries or problems. Other cutback management authors have

appropriated Levine’s ‘hard times metaphor’ to develop long-term pragmatic strategies for
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managing public services throughout a retrenchment life cycle (i.e. pre/post-austerity)
(Wright, 1981). The financial risks posed by austerity including, but not limited to, the risk of
bankruptcy, will often fall within the scope of organisational decline literature. This literature
is normally located within the cutback management research field. It is largely focused on
understanding the financial, organisational and political risks posed by public organisations
being unable to provide services at existing levels (Boardman, 2011, Coote, 2010, Joyce, 2011,

Kennett et al., 2015).

2.4 Lessons Learned from Previous Research
When managing cuts, local authorities must decide whether they do ‘more for less’ or make

cuts — ‘do le