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2. A Theoretical Framework: New Public
Management Practices and Stakeholder
Theory

As previously stated, the early 1980s, has witnessed a
revolution in the public administration system. This
revolution has resulted in changing the management
culture in the public sector from Public Administration
culture where the managers have little freedom and less

accountability and they are more concerned with input and
compliance with rules than with output, performance and
accountability, to New Public Management (NPM)
Culture (Ball 1994).The NPM culture centered itself on
increasing the individual responsibility, giving the
managers extensive discretion in the use of resources, on
output instead of input and on measuring the performance
in terms of efficiency and effectiveness. Keeling (1972)
distinguished administration from management. He
characterized administration as being associated with
time-intensive, risk-avoiding behavior, which focused on
adherence to procedure. It was also associated with multi-
layer organizational hierarchies and limited delegations.
By contrast, he characterized management as being
associated with short (flat) hierarchies, maximum
delegation, and time-sensitive and risk-accepting
behaviour, the focus on results, not procedures. The NPM
model was early adopted by New Zealand based on the
State Sector Act 1988. Under the State Sector Act 1988,
departmental heads lost their permanent tenure and are
known generally as “Chief Executives” rather than their
previous title of “permanent heads”, they are appointed on
contracts of up to five years, with the possibility of
reappointment. Furthermore, they became autonomous
and are responsible for the delivery of the services and
goods (output) as agreed between the chief executives and
ministers. The minister is responsible for the choice of the
outputs and, by implications, for their impacts on the
community (outcomes) (Scott 1996).
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