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Introduction 

 

'Let managers manage' was one of the key themes of new public management.  

Therefore, new systems of responsibility and accountability were introduced for top 

civil servants.  

 

In several countries there is a tendency towards contractualisation of the steering 

relation on the one hand, and contractualisation of the labour relation on the other 

hand. As to the steering relation, we notice that the hierarchical relationship between 

the principal (politician) and the agent (the civil servant) is replaced by a contractual 

relationship which defines the objectives and the means available to the agent. As to 

the labour relation, we notice a transition from a traditional civil servant statute to a 

private labour contract (short or indefinite term). 

 

The practical aspects of these tendencies of contractualisation differ from one 

country to another. In this paper we discuss the results of a comparative research 

into the contractualisation of public managers in five countries: Belgium, the 

Netherlands, the United Kingdom, New Zealand and Denmark. Fundamental 

decisions, advantages and disadvantages of the system of contractualisation will be 

presented as well as the conditions to be fulfilled in order to be successful. 

 

 

I. CONTRACTUALISATION & PUBLIC MANAGERS: STATE OF AFFAIRS  
 

The countries which have been studied can be placed in the subjoined matrix. 
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mandate, as well as an annual operational plan. The plans of the mandate holders in 

the highest grade (N) must be approved by the Minister, the plans of the lower 

grades (N-1, N-2 and N-3) by the hierarchically higher level and the most senior civil 

servant (N). The mandate holder is to be evaluated every two years and at the end of 

the mandate. In case of a negative evaluation, the external public manager can be 

dismissed. Internal mandate holders (statutory civil servants) can not be dismissed, 

but are repositioned (Koninklijk Besluit van 29 Oktober 2001). 

 

22..  TTHHEE  NNEETTHHEERRLLAANNDDSS  

The Netherlands introduced a new system for the top civil servants in 1995. All senior 

civil servants (about 740) became members of a virtual organisation, the so-called 

“Algemene Bestuursdienst” (ABD). The ABD was introduced to promote the mobility 

of senior civil servants, and at the same time to diminish the excessive partition of the 

Dutch system. Since 2001, a supplementary system was introduced for the 60 most 

senior civil servants, i.e. the secretary-general (SG) and director–general (DG) 

(Bureau ABD, 2001). Annually the minister and the senior civil servant reach an 

agreement on the goals to set that year. At the end of the year the agreement is 

evaluated. The negotiation as well as the evaluation of the deal occur in an sphere of 

collaboration and dialogue. A negative evaluation does not have instant 

consequences for the mandate holder, but it will (implicitly) be taken into 

consideration at the renewal of the mandate (see below). Therefore the Netherlands 

are positioned in the ‘low’ dimension of the contractualisation of the steering relation.  

 

As a result of another reform in 2001 the two top grades in the ABD are appointed for 

a term of 7 years at most. After 5 years they are encouraged to look for another 

position, within or outside the civil service. When there is no alternative position 

available after 7 years, they remain in a reserve pool for two years at most, after 

which they are dismissed from the civil service (Bureau ABD, 2001). Since these civil 

servants keep their civil servant statute, we positioned the Dutch system in the top 

left hand quadrant of the matrix.  

 

33..  TTHHEE  UUNNIITTEEDD  KKIINNGGDDOOMM  

In recent years the civil service in the United Kingdom has been subjected to 

significant reforms. A Senior Civil Service (SCS) consisting of 3300 senior civil 

servants of all departments and agencies of the Civil Service, was created in 1996. 
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The SCS is managed by the Cabinet Office, which is responsible for the general 

human resources policy in the Civil Service. A new performance management 

system was introduced in 2001. Performance agreements are negotiated annually, 

and consist of objectives to be reached and competences to be developed. This new 

system of performance agreements is directly linked to the introduction of a new pay 

system and a new managerial competency framework (Cabinet Office, 2000). 

Annually, the members of the SCS are evaluated. Negative performance has direct 

consequences for the reward (basic pay and bonus) systems of the member of the 

SCS.  

 

The greater part of the senior civil servants, same for the managers of the agencies, 

have a contract of indefinite term (Farnham & Horton, 2000). Since the United 

Kingdom is not acquainted with a traditional civil servant statute, and the difference 

between a private labour contract and a public labour contract is small, we placed the 

United Kingdom case in the bottom right hand quadrant of the matrix above. 

 

44..  NNEEWW  ZZEEAALLAANNDD  

New Zealand has the most extensive experience with the contractualisation of 

steering and labour relations. The contract management system was introduced in 

1988 as a result of a revolutionary reform in the public sector of New Zealand. The 

public managers received more autonomy and responsibilities and became in fact 

responsible for the advice to and recommendation of ministers, as well as for the 

internal, financial and human resources management of the department and for the 

efficient and effective management of their department or agency. This increased 

autonomy and responsibility are compensated for by new control, evaluation and 

report systems that were introduced to defend the public interests and to protect 

against the abuse of public power (Martin, 2000). The managers are appointed by a 

private labour contract for a term of five years at most, uniquely renewable for a term 

of 3 years. Since the replacement of the civil servant statute by a private contract at 

the beginning of the ‘90, contractualisation of the labour relation became the norm for 

all public managers.  

 

Every year the public managers conclude a performance agreement with the 

minister. The content of the performance agreements is linked with the strategic 

plans of the government and the department. The examination of the performance is 

submitted to a severe evaluation that is managed by a specific institution, i.e. the 
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State Services Commission. Generally, bad performance results in the non-renewal 

of the short term contract. The New Zealand case is thus an extreme case of 

contractualisation. Therefore we placed this country in the lower quadrant on the 

right. 

 

55..  DDEENNMMAARRKK  

The Denmark case is a special one. First we must distinguish between the 

departmental heads and the agency directors. The performance contracts are solely 

applied to the latter category of managers, and they are not obligatory. The Ministry 

of Finance stimulates the introduction of performance agreements, but does not 

impose them. In the Danish system it is unthinkable that the minister should conclude 

a contract with his departmental head, since this would not fit in with their rather 

informal, unofficial relationship. The idea behind this is that the conclusion of 

performance agreements is only possible in an environment in which one can define 

very clearly the goals and results to be realised. This is the case for agencies, but not 

for departments. The payment of a bonus will depend on the performance of the 

departmental head. 

 

In contrast with the majority of the public service personnel, Danish senior civil 

servants are mostly appointed in terms of a civil servant statute. In case of a breach 

of confidence between the two parties, resignation of the Danish senior civil servants 

is possible. Unlike departmental heads, agency directors often have a private 

contract of limited or indefinite term (Christensen, 2001). The Danish case therefore 

is a bit undeterminable, since it combines several systems. Therefore we placed 

Denmark in the middle of the matrix. 

 

 

IIII..  CCOOMMPPAARRAATTIIVVEE  AANNAALLYYSSIISS  

 

In our research we have made an extensive comparison between the different 

systems of contract management (Putseys & Hondeghem, 2002). In this matrix we 

would like to point out some interesting points. 
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The first point of comparison is the size of the target group. It differs from 37 Chief 

Executives in New Zealand to 3300 members of the SCS in the United Kingdom. 

Clearly the size of the target group influences the development of the system of 

contract management.  

 

A second interesting observation is the difference in objectives or reasons for 

introducing the systems of contract management. In general we can distinguish four 

different objectives: improved performances, more accountability, higher mobility, 

and the strengthening of political control. The managerial objectives are dominant in 

the greater part of the countries in our research. The Dutch system is an exception, 

since the increase of the integration and coherence between departments forms the 

basis of this system. The mobility of the senior civil servants between departments is 

supposed to break the partition between them. Only in 2001 does the improvement of 
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performance enter into the debate. Even if the reasons for increasing the political 

control of the senior civil servants are not mentioned in the official discourse, one 

cannot deny that it played a role in several countries. 

 

There are differences in the contractualisation of the labour relation in the countries 

of research. Literature distinguishes between ‘hard’ and ‘soft’ contracts. Hard 

contracts are based on the idea that people act in their own interests. As a 

consequence, the contracts are formal, concrete, focused, of indefinite term, and with 

enclosed incentives. Soft contracts are implicit contracts that continue to exist as a 

result of common needs of both parties, and not because of legal sanctions 

(Christensen & Laegreid, 2001). Confidence and collaboration are the main principles 

of these agreements. Hard contracts are to be found in New Zealand, the United 

Kingdom, Belgium and Denmark while the Dutch system is characterised by the use 

of soft contracts, where the focus is on dialogue and confidence between the parties 

involved. 

 

Even when we can establish an evolution in the public sector towards labour 

relations similar to those in the private sector, there still remain a lot of differences 

between the countries. These differences can be explained by the different civil 

service systems. In countries with a strong tradition in public law like Belgium and the 

Netherlands, the statute of a senior civil servant resembles the traditional statute of a 

public servant, even when the security of tenure is abandoned. In countries like New 

Zealand where the traditional statute has disappeared, or like the United Kingdom 

where it never was that strong, senior civil servants have a statute that resembles 

more the situation in the private sector. The political and administrative context is 

thus a concomitant factor to explain the contractualisation of the labour relation.  

 

A final point of comparison is the support structure for the senior civil service. In three 

countries, namely Belgium, the Netherlands and New Zealand, a special structure is 

available to support the specific Human Resources Management for senior civil 

servants. In Belgium a new service was created in the Federal Public Service 

“Personnel and Organisation” (which replaces the old Ministry of Public Services). In 

the Netherlands, the Bureau ABD was founded at the same time as the ABD. The 

State Services Commission in New Zealand, the former employer of all civil servants, 

obtained a new role after the reforms of 1988. The tasks of these support structures 

differ between the different countries, though. The HRM service for the senior civil 

servants in Belgium assists with the development of a personnel policy for senior civil 
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servants, but is responsible neither for the selection, nor for the evaluation of the 

management plans. The Bureau ABD in the Netherlands is especially active in the 

recruitment and selection of senior civil servants, as well as in the field of 

management development. The State Services Commission is responsible for the 

selection of the chief executives, as well as for the evaluation of the performance 

agreements. This institution has more of a controlling role than a guiding role, like the 

Bureau ABD. In the United Kingdom and in Denmark, there are no special support 

structures for senior civil servants. The HRM for the senior civil servants is part of the 

general public HRM. 

 

 

III. ADVANTAGES AND DISADVANTAGES OF THE CONTRACTUALISATION 
SYSTEMS 
 

We will now discuss the advantages and disadvantages of the different systems. A 

short remark is necessary before we begin this analysis. The contract management 

systems were never really evaluated, since the greater part of the countries (except 

for New Zealand) have just recently introduced them. So the empirical evaluation of 

the advantages and the disadvantages has not yet taken place in all cases. 

 

3.1. Advantages 
 

A first advantage of performance agreements with senior civil servants is that they 

are an instrument of performance management that helps to steer and evaluate the 

civil servants. The senior civil servants become more focused on results and there is 

a better comprehension of goals and priorities. The instrument also facilitates 

feedback and dialogue about performance.  

 

A second advantage is that performance agreements are an instrument of 

justification. When the senior civil servant receives more responsibilities, one needs 

an instrument to hold the senior civil servant accountable for his actions.  

 

A third advantage is that the connection of performance and remuneration is 

facilitated. The evaluation of the implementation of the performance agreement can 

justify performance related pay in a more objective way. 
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Also, the performance agreements can increase the democratic control of senior civil 

servants. From the point of view of the civil servants, the performance agreement can 

offer them protection against the minister since responsibilities and actions are 

clearly defined. From a political point of view, one has more control since the goals 

are defined in the agreement. If the senior civil servant has a mandate or a short term 

contract, it is clear that he or she will respond more to political demands, certainly 

when he or she wants a renewal of his or her contract. 

 

As a consequence of the use of mandates and contracts of limited term, the mobility 

of the senior civil servants is intensified. This can improve the coherence and the 

integration of the public sector, as well as the managerial experience of the civil 

servants. 

 

When the appointments have a limited term, the flexibility of the system increases.  

 

Finally, the dismissal of a senior civil servant is facilitated when he or she performs 

insufficiently or when he or she is in conflict with the minister. 

 

3.2. Disadvantages 
 

The system of contractualisation also has its disadvantages. 

 

The first disadvantage of a performance contract system is the development of 

checklist behaviour by the senior civil servant: he or she acts according to the 

content of the contract. In this way a lot of general and not measurable 

responsibilities escape the responsibility of the senior civil servant.  

 

A second disadvantage are the high transaction costs of this system. The negotiation 

as well as the evaluation of the contracts take a lot of time. A high mobility among the 

senior civil servants also increases these costs.  

 

This mobility also has a negative effect on the continuity of leadership and the 

available knowledge of the organisation.  

 

The appointments of limited term have a price: the salary of the senior civil servants 

increases to compensate for the higher risks connected with a short term 

appointment.  
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Another disadvantage is the decreased equality of the senior civil servants due to the 

new systems of contract management and performance related pay. 

 

A fundamental danger deals with the technical independence of the senior civil 

servant. This independence is considered as an essential characteristic of a 

bureaucracy.  The idea is that the civil servants offer free and frank advice based on 

technical or expert rationality; the security of tenure protects them against arbitrary 

political decisions. The fact that senior civil servants receive a mandate or a contract 

of limited term can influence their behaviour. It is possible that short term results, so 

highly valued by politicians, become more important than the delivery of independent, 

honest and expert advice. 

 

The same way of reasoning can be applied with relation to the integrity of senior civil 

servants. Does the pressure to realise short term goals, which influences also the 

salary, endanger the long term general interest and the traditional values of the 

public service? 

 

At present, there is no empirical evidence for these disadvantages and criticisms. 

These are still unconfirmed hypotheses that have to be examined. 

 

IV. CONDITIONS 
 

In order to obtain the advantages of a system of contract management certain 

conditions ought to be fulfilled. Considering the experience of New Zealand, we can 

formulate the following conditions: 

 

 A good relationship between the civil servant and the politician, based on 

confidence and mutual respect; 

 A politically stable environment; 

 Political will to define strategic objectives and performances; 

 Senior civil servants and political staff competent in the field of performance 

management. 

 

These conditions are based on a good relationship between the world of politics and 

the world of public administration. 
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Another imperative condition is connected with the responsibilities of senior civil 

servants. Contractualisation can only be successful in an environment in which the 

senior civil servant has real management responsibilities. Therefore the 

decentralisation of means is a basic necessity. There is also a need for a 

comprehensive performance measurement system . 

 

 

V. CONCLUSIONS 
 

The introduction of a system of contract management for senior civil servants is 

based on particular presumptions. The general presumption is that the exertion of 

pressure by performance agreements or a mandate will lead to better performances 

and better political control. These presumptions have to be analysed critically. Will 

the contracts achieve the assumed objectives? What are the disadvantages of the 

system? Are the pros more important than the cons? 

 

This being said, the decision to introduce a system of contract management must not 

be taken lightly. It is not a neutral dossier, but a political decision based on 

fundamental choices concerning the public service. In order to introduce a system of 

contract management for the senior civil service,  following choices must be made: 

 management contracts or political contracts: this choice relates to the objective 

of contractualisation; when the main objective is to increase the political control 

over the senior civil service, it is logical to introduce a system like the spoil 

system in the United States of America; management contracts on the other 

hand are preferable when the aim is to improve management; 

 the scope of contract management: will the contracts be introduced only in 

executive agencies with easily measurable performances, or will they also be 

introduced in traditional governmental departments?  

 hard or soft contracts: are contracts instruments of control or instruments to 

enhance collaboration and confidence? 

 the extent of the management group: will the system of contract management 

be introduced only for top management, or will it also be introduced for middle 

management?  

 a voluntary or a compulsory system: is the system compulsory for all senior civil 

servants or is it possible for the target group and their organisations to make 

their own choice concerning the introduction of a contract management 

system?  
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 individual or collective responsibility: are contracts part of an organisational  

strategy and an organisational plan or is the individual responsibility of the 

senior civil servant dominant?  

 a supporting structure: is there a need for a supporting structure for the Human 

Resources policy towards the senior civil service or not? What will be the tasks 

of this structure; does it have a controlling role, or rather a role in the 

development of management? 

 

Only when the answer to these fundamental questions is clear, a system of contract 

management for top civil servants can be operationalised. 
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