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Abstract 

The application of public choice theory to the public sector has ushered in an era of public 

service reforms referred to in the literature as the New Public Management (NPM). These 

reforms have concentrated on efficiency, effectiveness and performance. One of the outcomes 

from the adoption of the NPM is the outsourcing of delivery of public services. As a result, 

many public sector organisations have downsized their own organisations and utilised 

mechanisms such as competitive tendering and service contracts to outsource services 

traditionally delivered by in-house public sector organisations. Beneficiaries of this 

outsourcing of services have included private sector contractors, as well as third sector 

organisations. 

Concurrently with the adoption of NPM, government funding agencies in Australia have 

routinely reserved large amounts of grant funding for third sector organisations. There 

appears to be an implicit assumption that third sector behaviour is socially preferable due to 

altruistic motives. This judgement or assertion about the comparative behaviour of private 
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firms and third sector organisations is one that abounds, and these beliefs “...give rise to 

conflicting behavioural predictions and public policy prescriptions” (Weisbrod 1998, p.70).  

This paper argues that discretionary models of public funding, such as the government as 

philanthropist model, and the submission model, are inconsistent with the NPM conceptual 

framework. Public policy makers who choose to retain discretionary models of public funding 

to the third sector, despite operating in the NPM environment, face conflicting choices. In 

particular, accountability flows into a government funding agency from third sector 

beneficiaries, and upwards from the agency to parliament, are likely to be mismatched. 

Unlike the topics of NPM, competitive tendering and public service outsourcing, there is 

scant research concerning discretionary models of public funding. Further research needs to 

be undertaken to determine why public policy makers continue to adopt such discretionary 

models. If discretionary public funding models are considered necessary, then the NPM 

conceptual framework should either be modified accordingly, or its weaknesses fully 

exposed. 

 

Introduction 

In recent decades there has been sweeping change in the public sector throughout the western 

world, and which is now reaching into the public sector in developing economies. The New 

Public Management (NPM) reforms have concentrated on efficiency, effectiveness and 

performance and have been widely adopted by governments in all Australian jurisdictions. 

Reforms have included outsourcing and competitive tendering.  

However, the public sector, particularly in Australia, still uses a philanthropist model to 

distribute grants and discretionary funds in contrast to competitive tendering where a market-

based cost-efficiency approach is dominant. These funds are commonly only available to third 
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sector organisations. The funds distributed via grants to the third sector directly from the 

Commonwealth totalled $1,754 million in 2003/04 (Treasury 2005). Other layers of 

government also distributed significant grant funds.  If government is aiming to become more 

efficient and effective using market based approaches and competitive tendering under the 

New Public Management (NPM), then there is an anomaly in continuing to provide grants 

exclusively to third sector organisations, which is the antithesis to the NPM approach. That is, 

in the grants area, government is purposely excluding private providers which may be more 

efficient and effective in delivering the services than the organisations to which grant and 

discretionary funding is provided. This is not to say that third sector organisations have been 

insulated from the adoption of NPM principles. Indeed, the majority of public funding for non 

profit organisations is now not in the form of grants or discretionary funds. Nonetheless, 

unlike the topics of NPM, competitive tendering and public service outsourcing, there is scant 

research in regard to allocation of discretionary types of government funding. In a similar 

vein, there is also little research on why government funding bodies continue to use grants 

and a philanthropist model in conjunction with other models of government funding, even 

though these funding approaches are in conflict with NPM principles.  

The current conceptual framework of NPM does not explain the proliferation of grants to 

third sector organisations in the Australian context, nor the conflicting notions of 

accountability entailed therein. Either the NPM conceptual framework needs to be expanded 

to provide adequate explanatory treatment for grants to third sector organisations, or a new 

conceptual framework needs to be developed. 

The remainder of this paper provides a review of literature of the NPM, types of 

accountability, performance reporting, and organisational forms comparing the third sector 

and private sectors (Edwards 2001).  An original multi-theoretical model is then developed, 
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detailing accountability flows according to government funding type. Suggestions for future 

research which address the anomalies between the conceptual framework of the NPM and 

accountability flows from grant funded organisations are then proposed. 

Public choice theory 

Services for the public can be provided by either the private or public sector and are 

dependent upon government policy, which reflects the underlying economic philosophy of the 

government. A ‘public goods’ approach has an underlying philosophy that government needs 

to intervene to correct market failure and, consequently, the public sector will directly provide 

goods and services to achieve social objectives (Rimmer 1998). 

Public choice theory, on the other hand, is based on the neoclassical theory of perfect 

competition. Under this philosophy goods and services are provided by a private competitive 

market in the belief that that the market system is more efficient and effective than are 

bureaucratic government institutions. Furthermore, public choice theorists advocate that 

government itself should be remodelled and transformed according to market concepts of 

competition, efficiency and effectiveness (Barton 2001).  

New Public Management 

The application of public choice theory has ushered in an era of public service reforms 

referred to in the literature as the New Public Management (NPM). These reforms have 

concentrated on efficiency, effectiveness and performance. Traditionally progressive public 

administration viewed the public sector as inherently different from the private sector, 

requiring procedural rules and arms length relations between politicians and employed public 

servants. In contrast, the NPM views the public sector and private sector as being similar in 

many ways, and in particular sees the public sector as being able to benefit from the 

managerial processes successfully adopted in the private sector. Where governments have 
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embraced the NPM, public sector managers have now shifted from being administrators and 

custodians of resources, to having greater delegated responsibilities and powers to achieve 

results (Parker & Gould 1999).  

Seven dimensions of change that are associated with NPM have been noted by Hood (1995). 

These are: 

1. Decentralisation of public sector organisations into separately managed cost centre 

units for each public service product over which management has detailed control. 

2. A shift towards greater competition between public sector organisations, and between 

the private and public sector. The principle of competitive neutrality arises from this 

which states that private sector organisations should be able to compete on a level 

playing field with public sector organisations. Australia has adopted a National 

Competition Policy as a result of the Hilmer Report (1993). 

3. A shift towards greater use of private sector managerial practices. 

4. A greater stress on discipline and frugality in resource use and an active search to find 

less costly ways of delivering public services. 

5. A visible hands on approach by top level public sector management involving the use 

of discretionary power.  

6. The use of quantifiable formal standards for measuring the performance and success 

of public sector organisations. 

7. The controlling of organisations according to preset output measures, such as paying 

by performance, rather than the traditional orders of the day from top management. 

One of the outcomes from the adoption of the NPM is the outsourcing of delivery of public 

services, the so called purchaser provider split. In the situation where it appears that third 

parties can deliver public services more efficiently than government, the principles of the 
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NPM mandate that such services be outsourced, resulting in a more efficient use of public 

funds. As a result, many public sector organisations have downsized their own organisations, 

and utilised mechanisms such as competitive tendering and the use of service contracts to 

outsource services traditionally delivered by the public sector organisation itself. 

Beneficiaries of this outsourcing of services have included private sector organisations as well 

as third sector organisations.  

The term ‘New Public Management’ (NPM) does not have tightly defined boundaries, and is 

therefore a loose term (Hood 1991, p.3). However, most commentators agree on the broad 

features of NPM, (see for example Hood 1991, 1995; Pollitt 1993; Pusey 1991; Barberis 

1998). The fundamental nature of NPM is concerned with minimising the distinctions 

between the public and private sectors (Hood 1995), and adapting the market based approach 

of the private sector to the provision of government services. Government is seen as a 

facilitator of public services, and not necessarily the direct provider of such services (Guthrie 

& Parker 1999). The term purchaser-provider split is often used to describe those 

arrangements where the government acts as the purchaser or funder of such services, but a 

third party physically delivers the services (Brignall & Modell 2000).  

A particular feature of NPM is the changed emphasis from process or procedural 

accountability, to accountability for outcomes or results (Carlin 2004; Guthrie & Parker 1999; 

Hood 1995). Public sector managers are now held accountable for their performance in 

meeting targets and outcomes that are considered to be under their control.  

Performance Reporting and NPFM 

Performance measurement is now widespread in the public sector. The use of quantitative and 

financial metrics to measure results and performance is extremely important under NPM. 

Accountability for results is preferably quantified, and often in financial terms. Consequently 
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accounting techniques and tools have played a large part in the implementation of NPM 

(Broadbent & Guthrie 1992). The use of these accounting techniques and tools in conjunction 

with the NPM, led to the identification of ‘New Public Financial Management’ (NPFM) by 

Olson, Guthrie and Humphrey (1998). Five key dimensions of financial reform were included 

under NPFM (Olson, Guthrie & Humphrey 1998): 

1. changes to financial reporting systems;  

2. the development of commercially based, market-oriented management systems and 

structures to deal with the pricing and provision of public services;  

3. the development of a performance measurement approach, including techniques such 

as financial and (non-financial) performance indicators, league tables, citizen’s 

charters, and program evaluations;  

4. the devolution of, or delegation of, budgets;  

5. changes to internal and external public sector audits, notably in monitoring service 

delivery functions. 

Performance reporting is included under the third point above as a dimension of NPFM. 

However, NPFM is much broader than performance measurement alone. 

Numerous chapters in the book on NPFM edited by Olson, Guthrie and Humphrey (1998) 

indicate that various dimensions of NPFM had been adopted by numerous governments 

across the globe, although different dimensions had been adopted in different jurisdictions to 

varying degrees. A similar book edited by Guthrie et al in 2005, indicated that the use of 

NPM and NPFM techniques had continued to spread and become more widely adopted, 

indicating their growing use of these techniques for public sector management purposes. 

Having compared the adoption of NPFM in various countries across the world, and studied 

implementations of NPM reforms in depth, Guthrie et al (2005, p.18) in their introduction 

sound a cautionary warning: 
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Ironically, governments keep approving financial management reforms but politicians 

seemingly keep struggling to use the information produced by such reforms. 

Technologies of measurement and monitoring may change, yet we appear to still end up 

with few agreed measures and assessments of public sector performance. There are 

even suggestions that the proliferation of performance data, coupled with a growing 

cynicism about statistics and accounting, is such that it is becoming increasingly 

impossible to know what is going on in the public sector! 

A practical example of the adoption of NPFM techniques in an Australian context was the use 

of service efforts and accomplishments (SEA) reporting by the NSW government. SEA 

reports detail accomplishments achieved (outcomes), activities undertaken (outputs or service 

efforts), resources consumed (inputs) and efficiency measures (unit costs of outputs and 

outcomes), (Christensen & Yoshimi 2001). It has been interesting to note that the NSW 

government has already adopted an alternative NPFM approach, utilising a results based 

approach (NSW Treasury 2000), possibly because the benefits from the SEA approach were 

not apparent. 

Difficulties continue to arise in determining exactly what output/outcome to measure, and 

what metric can be effectively applied to measure performance. ‘What gets measured gets 

managed’, is a renowned aphorism of performance measurement. Unfortunately, there is no 

one magic performance measure which will suffice for all purposes in a public sector 

organisation. There are eight managerial purposes identified by Behn (2003) where 

performance measures can assist; evaluation, control, budgeting, motivation, promotion, 

celebration, learning and improvement. Each of these managerial purposes requires different 

performance measures. 
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The use of multiple performance measures is not necessarily a simple solution to the problem 

of knowing what to measure. Using a large number of measures may result in ‘information 

overload’, which can detract from management performance by exceeding a manager’s 

processing capabilities when making judgements (Ittner & Larcker 1998, p.226).  

Within both the private and public sectors there has been an increasing use of non financial 

performance measures. Many organisations are implementing systems such as the balanced 

scorecard (Kaplan & Norton 1996), which supplement traditional financial measures with 

other perspectives such as customers, internal business processes, and learning and growth. 

Three reasons why firms have adopted non financial measures have been identified by Ittner 

and Larcker (1998): 

1. Perceived limitations in traditional accounting based measures 

Many managers believe that traditional accounting based measures are too historical 

and backward looking; lack predictive ability to explain future performance, reward 

short term or inappropriate behaviour; are not actionable as they provide little 

information on root causes or solutions to problems; do not capture key business 

changes until it is too late; are too aggregated and summarised to guide managerial 

action; reflect functions, and not cross functional processes; and give inadequate 

consideration to difficult to quantify intangible assets. By supplementing traditional 

accounting based measures with non financial indicators managers can identify factors 

leading to the creation of value within the organisation.  

2. Competitive pressure 

Substantial changes in the nature and intensity of competition forced many private 

sector organisations to determine and measure the non financial value drivers leading 

to success in the new competitive environment. Although public sector organisations 
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are not subject to the same competitive pressures per se, they nevertheless face 

pressure from a variety of stakeholders to provide additional disclosures relating to 

performance and outcomes, particularly as stakeholders have seen other jurisdictions 

embrace NPFM. 

3. Outgrowth of other initiatives 

Firms that adopted other initiatives such as total quality management (TQM), found 

that performance indicators were required that were typically not available from 

aggregated accounting data. Hence new non financial measures were adopted, and 

some organisations seeing the need for new measures took the opportunity to 

undertake a more extensive overhaul of their measurement processes. 

Baehler (2003) argued that the NPM reforms in New Zealand resulted in output productivity 

and production efficiency, but that the NPM model adopted emphasises operational 

management, which is in conflict with ministers’ imperatives for strategic policy 

development. In late 2001, a new reporting mechanism was developed in New Zealand 

government, termed a Statement of Intent (SOI). This mechanism held that chief executives 

of government departments would not be held accountable for achieving outcomes, but would 

be held accountable for ‘managing for outcomes’. 

This change reflects the observation that:  

…almost everyone wants managers to account for their efforts in pursuit of 

effectiveness. On the other hand, almost everyone agrees that public managers should 

not be held directly accountable for results or outcomes because even state-of-the-art 

evaluation techniques are not sophisticated enough to isolate and measure the effects of 

government intervention on outcomes with the kind of accuracy necessary for an 

accountability regime (Baehler 2003, p.25). 
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Thus, in New Zealand, government layers a judgement-based standard for thrust towards 

outcomes on top of measurement-based standards for outputs. Whilst this appears a 

reasonable approach, Baehler (2003) argued that evaluation tools, known as theories-in-action 

or logic modelling, lay the foundation for a full accounting of outcomes-focused practice. 

Despite the widespread adoption of NPFM and financial and non financial performance 

measurement in the public sector, research is yet to fully address the ultimate question as to 

whether there is anything intrinsically superior about these measurement practices that results 

in improved management behaviour and improved outcomes for stakeholders. Ittner and 

Larcker (1998, p. 234) have hypothesised that performance improvements may not be due to 

the appropriate choice of performance metric at all, but are simply due to a ‘Hawthorne 

effect’1, with the specific performance metric having only slight importance. 

Even if technically rational research results in a verdict that performance measurement and 

NPFM give rise to improved public sector performance, or vice versa, it does not mean that 

public sector managers will automatically elect, or not elect, to use those particular 

accounting techniques to instigate financial management reform. Selection and 

implementation of a performance measurement system is highly dependent upon the social, 

institutional and political environment in which the public sector organisation operates. 

Senior managers in public sector organisations are aware of the dependence on the public 

purse of their organisation, and have a propensity to align themselves with politically elected 

bodies (Modell 2004, p.45). Managers are unlikely to argue for reform, if this results in 

conflict with these politically elected bodies. Perhaps this is one reason why governments 

continue to fund third sector organisations on an exclusive basis, despite this approach being 

the antithesis of NPM and NPFM principles. 
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Third sector organisations and Organisational Form 

Government funding agencies in Australia routinely reserve amounts of grant funding for 

third sector organisations. There is an implicit assumption that third sector behaviour is 

socially preferable due to altruistic motives. This judgement or assertion about the 

comparative behaviour between private firms and third sector organisations is one that 

abounds, and these beliefs ‘...give rise to conflicting behavioural predictions and public policy 

prescriptions’ (Weisbrod 1998, p.70). Australian policy makers are basing their decision to 

reserve grant funds for third sector organisations on assumptions about similarities and 

differences in behaviour based on organisational form, and they are doing this despite a weak 

research base to support these assumptions (Weisbrod 1998). 

A third sector organisation can be distinguished from other forms of organisation, such as 

private sector organisations in three main ways. Firstly, from the legal constraints or 

privileges that attach to this organisational form, secondly by goals or objective functions, 

and thirdly from stakeholder perceptions of the altruistic nature of such organisations.  

Various legal constraints apply in the Australian context, although differing state legislation 

means the exact legal situation is not the same in every state or territory. Many of these 

constraints are similar to those of other countries and jurisdictions, but obviously there will be 

local differences. Historically, the rationale for the special status given to third sector 

organisations is that they are used to rectify certain deficiencies in the functioning of other 

organisational forms (Sjöstrand 2000). The main distinguishing legal restraint on third sector 

organisations is the non distribution constraint, where these organisations are, in general, 

legally prohibited from distributing profit to members or owners. Unlike the USA there is no 

legal constraint over remuneration of managers, however, it is unlikely a board would 

                                                                                                                                                                                     
1 The Hawthorne effect is a phenomenon that refers to improvements in productivity or quality resulting from 
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approve excessive payments to managers. Most third sector organisations are exempt from 

federal income tax, and from some other taxes. Some may receive tax deductible donations, 

although a large number are not eligible for this tax deductible status. 

An issue arises where the non distribution constraint is not fully enforced. Where managers of 

third sector organisations are paid an excessive salary, for example, which is not challenged 

by regulatory authorities or other stakeholders, then the legal non distribution constraint has 

little effect on behaviour. Managers seeking to maximise profits, and subsequently their own 

remuneration, might legally use a third sector organisational form, while operating no 

differently form a private sector firm. If such an organisation attracts public sector grant 

funds, to what extent is the public sector funding agency accountable for use of the funds? Is 

compliance with procedural accountability sufficient? 

Third sector organisations generally have a goal or objective to provide services that have 

social value, or increase the common good. Whilst private sector firms generally have the 

objective of profit maximisation, third sector organisations generally operate as a bonoficer. 

A bonoficer is an organisation that might not seek maximum profit, although the bonoficer 

may seek to derive some revenue from profitable activities, while simultaneously engaging in 

activities that are socially desirable but unprofitable (Weisbrod 1998, pp.73-74). 

The third distinguishing feature of third sector organisations is stakeholder perceptions of 

altruistic motives. This motive can result in cost advantages, such as employees working for 

low wages, and other people volunteering their time. It can also result in enhanced revenue 

opportunities, such as consumers preferring to procure from third sector organisations, people 

willing to donate funds, and funding bodies giving preferential treatment to third sector 

organisations. 

                                                                                                                                                                                     
the mere fact that workers know they are being studied or observed. 
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Interaction between the public sector and the third sector occurs on a variety of levels in a 

variety of ways, and it is not a simple task to describe how and why this relationship operates 

and numerous scholars have turned their attention to this task. A useful summary of ten 

conceptual approaches to this problem of describing the relationship between the public 

sector and third sector are provided in a paper by Dollery, Wallis and Crase (2002).  

One of these approaches is the Models of Government Financial Support provided by Mark 

Lyons (2001). Five differing models are described by Lyons. The first is the ‘philanthropist 

model’ where the government bestows support upon a nonprofit organisation, after approach 

to a minister. The ‘submission model’ involves public policy makers determining the nature 

of the service they wish to fund, and then inviting third sector organisations to submit grant 

applications for financial assistance. Under the ‘planning model’, public servants determine in 

advance what services are needed, and then invite expressions of interest from third sector 

organisations for delivery of those services. Lyons (2001, p.85) argued that the first three 

models are being superseded by two market-style relationships consistent with the NPM; a 

‘quasi-voucher model’ where organisations are funded on the number and type of services 

delivered to clients, and a ‘competitive tender model’ where third sector organisations bid 

against each other for government tenders. Whilst the bulk of funding from Australian public 

sector entities may have moved to these two particular models, Lyons does not explain why a 

significant amount of funds are still delivered using the ‘submission model’, and show no 

signs of diminishing (NSW Premier’s Department 2006a, Department of Transport and 

Regional Services  2006). 

Regardless of the funding model used, in order to justify the privileged position that 

Australian public sector policy makers reserve for third sector organisations, the following 

two questions must be answered in the affirmative: 
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1. Can third sector organisations be expected to behave differently from other forms of 

organisations on a systematic basis after they are granted use of public funds? 

2. If so, is this behaviour socially preferable? 

Empirical evidence to date has been conflicting in answering both of these questions 

(Heinrich 2000).  Further research is needed, and as Weisbrod (1998, p.830 states: 

What society [and Australian public policy makers] need(s) to know is not simply 

whether institutional form matters, not merely whether private firms, third sector 

organisations, and government agencies act differently, but if they do, in what ways 

this matters, under what conditions, and for whom.  

One conceptual model that may assist in providing such an explanation is Young’s ‘Tripartite 

model’. Young (1999) has argued that ‘different strands of economic theory support 

alternative notions of the third sector as supplementary, complementary or adversarial to 

the government’. The notion of third sector organisations acting as supplementary agents to 

the public sector arose from Weisbrod’s (1977) seminal work, focused on third sector 

organisations providing services which government had failed to deliver. Dollery, Wallis and 

Crase (2002, p.11) have noted that instances of government failure can be overcome not only 

by the third sector, but also by private organisations. The notion of a ‘complementary 

relationship’ between the public and third sectors arises from the work of Salamon (1987), 

who proposed a collaborative relationship, or partnership between the two sectors. An 

‘adversarial relationship’ between the state and third sector organisations has been identified 

by Young (1999, p.155). This relationship arises particularly due to the advocacy role of third 

sector organisations in public policy. 

The relationship between a third sector organisation and the public sector may be 

simultaneously supplementary, complementary and adversial in different aspects. Thus, third 
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sector organisations may address social needs in a supplementary mode, but at the same time 

approach their advocacy role from an adversial mode (Young 1999, p.170).  In recent times, 

as governments deliberately withdraw from delivering services under the market principles of 

NPM, the supplementary perspective may best describe relations between the public and third 

sectors. This was definitely the case in the USA context based on empirical research 

conducted by Reisch and Sommerfeld (2003, p.41).  

The adoption of new procedures wrought by managerial reforms under the NPM can itself 

cause tensions and the adoption of an adversarial mode by NPOs towards the public sector, 

particularly if those procedures are introduced without consultation. Meagher and Healy 

(2003, p.50), commenting on the introduction of external evaluations in the NSW community 

services sector, argued for a collaborative relationship, in that public administrators must 

recognise third sector service providers as partners and stakeholders in the monitoring, 

evaluation and enhancement of community services. 

Regardless of the relationship between the public and third sectors, they both must remain 

accountable for their use of public funds. 

Accountability 

Accountability is a concept that is difficult to define and has many different dimensions. 

Sinclair (1995, p.221) described accountability as residing in a ‘bottomless swamp, … where 

the more definitive we attempt to render the concept, the more murky it becomes.’ In broad 

terms, accountability is the process via which a person can be held to account for their 

conduct (Glynn & Murphy 1996).  In exploring this explanation of accountability further, 

Stewart (1984) defined accountability as a bond between the accountor, who gives account, 

and the accountee, who receives the account and has the power to respond to it.  
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Accountability is contingent on the context in which it is used. These contexts are varied and 

include, for example, the classical resource accountability of a steward, the legal 

accountability of contracted parties, the professional accountability of the medical fraternity, 

and the political accountability of government (Glyn & Murphy 1996). 

Various types of accountability are described through the image of a ladder on which the 

rungs progress from accountability by standards to accountability by judgements 

(Cunningham & Harris 2001; Stewart 1984; Broadbent & Guthrie 1992; Kloot & Martin 

2001). On the bottom rung is accountability for probity and legality, ensuring funds have been 

used in the appropriate manner. On the next level is process accountability ensuring that due 

process and appropriate procedures have been followed. These lower rungs were traditional in 

the public sector prior to the implementation of the NPM, and emphasise the stewardship role 

of government (Kloot & Martin 2001). On the middle rungs are performance and program 

accountability. This level of accountability provides an account of each public sector program 

in terms of specific goals, and is emphasised heavily in the NPM literature. At the highest 

level is policy accountability, which operates at a more abstract level than performance and 

program accountability, and is accountability for the achievement of outcomes in relation to 

broad policy goals. 

Sinclair’s (1995) interviews with CEOs from a number of public sector organisations, 

revealed five types of accountabilities with which those CEOs could identify with. Political 

accountability is the concept of accountability espoused in the Westminster traditions of 

responsibility vesting in the public servant. There is a straight line relationship of 

accountability which links the public servant with the director general or CEO of the agency, 

who is in turn accountable to the minister, who is accountable to the parliament, and 

ultimately to the electors. Public accountability involves a more direct responsibility to the 
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public and usually relates to administrative practices of a public sector agency. Managerial 

accountability is a focus for supporters of the NPM, and is concerned with monitoring of 

inputs and outputs or outcomes. Professional accountability invokes the sense of duty that 

one has as a member of a professional or expert group and can relate to being a professional 

administrator in the traditional sense of the public service, or it can mean being a professional 

manager using appropriate managerial methods and techniques within a NPM context. 

Finally, personal accountability concerns fidelity to personal conscience in basic values such 

as human dignity and accepting responsibility for the lives of others. Personal accountability 

is very much a morals based form of accountability. 

Multi –theoretical model 

The five models described in Lyon’s Models of Government Financial Support are invoked 

for different reasons and purposes. Consequently the types of accountability flows arising 

under each model will differ accordingly.  The different viewpoints of Lyons’ Models of 

Government Financial Support, ladders of accountability, and the NPM conceptual 

framework have been combined in Figure 1 to represent an original model of the variables 

impacting upon the accountability flows to and from government funding agencies.  

The NPM literature describes the widespread introduction of public service reforms 

concentrated on efficiency, effectiveness and performance, based upon a heavy emphasis on 

managerial accountability for results, rather than the traditional political accountability. As a 

result of the introduction of the NPM, two types of government funding (Lyons 2001) have 

evolved in Australia, the quasi-voucher and the competitive tender approach. The reasons 

behind the adoption of these funding models are primarily concerned with efficiency and 

effectiveness, and ensuring value for money. Recipients of funding under these two 

approaches may be either private sector or third sector organisations, and the types of 
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accountability information that they provide back to the funding agency are results and 

performance information that relate to managerial accountability. Thus the boundaries of the 

NPM conceptual framework encompass the quasi-voucher and the competitive tender models 

of funding, together with internal services and programs also focused on a results based 

approach. 

The ‘government as philanthropist’ and the ‘submission model’ have been grouped together 

as there is significant discretion afforded the minister and/or a funding panel, as to what 

organisational type and which organisations receive funding under either model. The 

principal flow of accountability information back to the government funding agency in 

respect to these types of government support relate to probity issues and ensuring the funds 

are spent as stated. Any unspent funds must be returned to the funding agency. Thus the 

boundaries for a new concept of ‘Discretionary’ funding encompass the ‘government as 

philanthropist’ and the ‘submission model’. 

Under the ‘planning model’ there is a high degree of specification by the government funding 

agency of where services are needed, and how they are to be delivered. The accountability 

information required by government under this type of government support, therefore, hinges 

on ensuring that proper processes and procedures are followed; process accountability is thus 

an overriding concern. 

In summary, the model of government financial support adopted should determine the type of 

accountability flow from the funded organisation. The government funding agency in turn has 

differing accountability flows back to parliament. 
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Figure 1: Model of accountability flows by type of government financial support. 

 

After the government funding agency gathers the accountability information from the 

organisations it has funded, together with the results from its own internal operations, it can 

them report to parliament. Under NPM, managerial accountability for results is of growing 

importance, however, under the Westminster system of government, political accountability 

for stewardship also remains vital. 

By reviewing the original multi-theoretical model presented in Figure 1, it can be seen that 

the NPM conceptual framework cannot explain the reasons for all accountability flows back 

to the funding agency and thus the NPM model has explanatory limitations. The observation 
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of the explanatory limitations of the NPM model is consistent with a number of empirical 

studies into public sector organisations, such as Christensen and Yoshi (2001), who undertook 

a comparison of NPM reforms by the NSW government in Australia, and the Hokkaido 

government in Japan. There were differences in public service reforms in each case which 

could not be explained by the NPM alone. 

Research Questions  

The three types of models of government financial support, ‘government as philanthropist’, 

‘submission model’, and ‘planning model’ all appear to sit uncomfortably with the NPM. 

These models are not based on managerial accountability for results, but are focused on 

procedural or probity accountability, the antithesis to the NPM approach. It is difficult to see 

how these funding approaches sit side by side under the same policy objectives with the NPM 

approaches of ‘quasi-voucher’ and ‘competitive tendering’. Use of and support for the 

‘planning model’ appears to be waning in Australian public sector funding agencies, 

gradually being replaced by the NPM approaches. On the other hand, support for the 

‘government as philanthropist’, and the ‘submission model’ appears to be stable, or even 

growing in popularity. There are extensive websites detailing this type of government funding 

(for example NSW Premier's Department 2006a, Department of Transport and Regional 

Services 2006). The NSW government is also expending significant resources, standardising 

aspects of the grants by submission process, and training agencies in the use of these tools 

(NSW Premier's Department 2006b). One explanation could be that due to the largely 

discretionary nature of the ‘government as philanthropist’ and the ‘submission model’ of 

funding, there is political appeal to elected representatives. Public policy makers may be 

under pressure to align their views accordingly. Another explanation could be that, like NPM, 

the ‘government as philanthropist’ and the ‘submission model’ of funding have been 

construed as a myth, in that such funding is perceived to provide a more altruistic approach to 
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the provision of public services. Empirical research into the following research question 

would add significantly to the understanding of the NPM conceptual framework. 

Why do public policy makers choose to reserve government funding for NPOs, retaining 

the government as philanthropist and the submission models of funding, despite 

operating in the NPM environment? 

If government is aiming to become more efficient and effective using market based 

approaches and competitive tendering under the NPM, why do they persist in providing 

grants exclusively to third sector organisations, which is contrary to the central tenets of 

NPM. That is, governments are purposely excluding private providers who may be more 

efficient and effective in delivering the services. This observation is even more pertinent, 

given that research conducted into the third sector organisational form, is inconclusive as to 

whether third sector organisations deliver more socially desirable forms of behaviour. 

Given that government funding agencies in Australia are utilising the ‘government as 

philanthropist’ and the ‘submission model’ of funding, whilst operating with the NPM 

environment, there is a mismatch of accountability flows to the agency from funded 

organisations, and from the agency to parliament. Although political accountability for 

stewardship is still important, a heavier emphasis on managerial accountability for results is 

now required under the NPM. A question arises as to how public sector agencies, resolve this 

mismatch of accountability flows. 

How do government funding agencies reconcile the conflicting accountability flows 

received from funded organisations, with accountability flows they are required to 

provide upwards to parliament? 

22 



Conclusion 

The application of public choice theory to the public sector has ushered in an era of NPM 

reforms. In spite of this, and concurrently with the adoption of NPM, government funding 

agencies in Australia have routinely reserved large amounts of discretionary funding for third 

sector organisations. There appears to be an implicit assumption that the behaviour of third 

sector organisations is socially preferable due to altruistic motives. Unlike the areas of NPM, 

competitive tendering and public service outsourcing, there is scant research concerning 

discretionary models of public funding. Further research needs to be undertaken to determine 

why public policy makers continue to adopt such discretionary models. If discretionary public 

funding models are considered necessary, then the NPM conceptual framework should either 

be modified accordingly, or its weaknesses in prescribing, describing or explaining 

government funding and service provision decisions and behaviour should be fully exposed. 
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