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1.  INTRODUCTION 

1.1  BACKGROUND 

After a period of explosive growth in fiscal resources, personnel, 

and services in the 1960s and early 1970s, the public sector, and local 

government in particular, has entered a period of fiscal contraction 

and decline that is likely to continue through most of the 1980s. 

There are many sources of the fiscal limits being faced by local govern- 

ments. In the northeast they are primarily related to shrinking tax 

bases, as population and industry shift out of the frost belt into the 

sun belt. In other localities, such as in California, they have re- 

sulted from taxpayer revolts, which seek to limit the growth in expen- 

' ditures or taxes, or to cut existing taxes. Moreover, the effort to 

cut back on the expenditures of the federal government will lead to 

further reduction in the fiscal resources of all levels of government„ 

These changes in the fiscal environment portend significant changes 

in the degree to which innovations are introduced into local government, 

the types of innovations that are introduced, and the process by which 

they become introduced—all of which depend to a large extent on how 

localities respond to the new realities of their situation. Fiscal 

constraint can alternatively be viewed as introducing major obstacles 

to innovation or as providing an opportunity to make innovative changes 

that would have been more difficult to implement during a time of ex- 

panding budgets. 

The 1960s and early 1970s witnessed no dearth of creative responses 

by local governments to their problems. However, during that period 
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contlnued growth of their budgets enahled them to be innovative while 

avoiding hard resource allocation decisions. All services and functions 

could be given more resources since the budget pie was expanding. If 

projected revenues fell short of the amount needed to support all the 

desired activities, taxes were raised to fill the gap. The process 

was succinctly described by Bolten (1975): "Both expenditures and 

revenues rise to meet each other, no matter which one may be in excess." 

Many of the advocates of tax-cutting and expenditure limitation 

measures articulate favorable expectations about what will happen to 

innovation when there's less money. They anticipate a reversal of the 

past patterns of bureaucratic behavior, which they view as stagnating, 

self-serving to the government employee rather than helpful to the tax- 

payer, and unnecessarily overloaded with administrative procedures and 

paperwork. They expect a budget crunch to force local governments to 

face the hard choices they had previously been able to ignore. They 

anticipate that local officials will rethink their priorities, reexamine 

the way they allocate resources, and streamline their organizational 

and operational systems and procedures. The net result, in this view, 

will be a healthy breeze of reform and change. 

The counterview is that fiscal constraints are likely to stymie 

efforts at innovation in government. Not only will innovative practices 

be halted now, but also there will be even more deleterious long-term 

effects. The equipment, management information, bright and innovative 

personnel needed to plan for the future will not be present in govern- 

ments facing fiscal constraints. 

In this paper we examine these two views and conclude that most 

factors conducive to innovation are much less likely to be present in 

"*" ■•^■•«ätf-t. ,:-rfr'----s:r. 
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a public sector organization in a period of fiscal contraction. Hence 

we conclude that generally there will be less innovation, and such 

innovation as does occur will be increasingly difficult to introduce. 

However, we identify those factors that a creative, innovative adminis- 

trator can use to advantage in a period of fiscal constraints to bring 

about innovation. And we identify types of innovations that are likely 

to succeed. 

1.2  OVERVIEW 

We have reached our conclusions by reviewing the existing litera- 

ture on factors related to innovation in public service agencies and 

rethinking its implications in the new fiscal environment. Most of the 

literature was written during periods of fiscal expansion, and therefore 

it does not directly address the questions that we raise here. But by 

taking a new perspective on old literature, we have found that a fairly 

consistent pattern of conclusions emerges. 

We have described our topic as "innovation," rather than knowledge 

utilization or technology transfer, primarily to match our own familiar- 

ity with the literature. However, there is much ambiguity about the 

definitions of these terms, and they overlap in various ways, depending 

on the author (Bowman, 1980). For our purposes, an "innovation" is a 

change in equipment, practices, or procedures that is introduced with 

an expectation among its proponents that it will lead to improvements 

or benefits of some kind.  (Of course, many don't work out as antici- 

pated!) Innovation is not change that is forced on an agency with the 

See, for example, Glaser (1976), Hayes (1972), Public Affairs 
Counseling (1976), Rothman (1974), Yin (1976), and Zaltman et al. (1973). 
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general expectation that its consequences will be negative. Nor is 

innovation definitionally equivalent to efficiency or productivity 

improvement. 

Although this paper is essentially nonempirical, we do illus- 

trate some of our observations with examples from a study of the early 

effects of Proposition 13 on California's criminal justice system 

(Walker et al., 1980; Chaiken et al., 1981).  In that study, officials 

in four counties and over 10 cities in those counties were interviewed 

about their agencies' responses to Proposition 13, and the county and 

city budgetary changes were analyzed. 

Most of the literature on innovation in public service agencies 

has been directed at identifying the factors that appear to be criti- 

cal to the innovative process. Although various studies have reached 

different conclusions about the relative importance of the specific 

factors and how the factors are related to the process of innovation, 

there seems to be broad agreement on the types of factors that appear 

to be relevant in one way or another to the process. For purposes of 

our discussion, we have divided the factors into three categories: 

o  Environmental Factors. These factors are external to the 

organization, but influence their operations in a fairly 

direct way.  They include the economic and political envi- 

ronment in which the organization functions, and, in the 

case of governments, the characteristics of the community 

being governed. 
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o  Organizational Factors. These factors relate the internal 

characteristics of an organization to its innovativeness. 

Included in this category are such factors as he organiza- 

tion's size, degree of centralization, and amount of "slack" 

(uncommitted resources). 

o  Staff and Personnel Factors. These factors relate to the 

individuals in the organization who are involved in the inno- 

vative process. Among the factors included in this category 

are the amount of interaction between the individuals within 

the organization and those outside it, their morale, and their 

degree of unionization. 

The following three sections discuss each of these categories of 

factors in turn. In each case we assess the impact that a reduction 

in the fiscal resources of a generic local government agency is likely 

to have on the factors that are thought to facilitate innovation in 

local government. The specific factors discussed within each category 

correspond to those in the synthesis of the literature presented in 

Yin (1976). We have not attempted to discuss all the factors mentioned 

in the literature—only those that are likely to be affected by fiscal 

constraints. After discussing the three categories of factors related 

to innovation, we describe the types of innovations that are likely to 

succeed in the new fiscal environment. 

Since our previous experiences with public sector organizations 

have been primarily with fire departments and criminal justice agencies, 

we illustrate our assessments with examples from these agencies. The 

general principles we discuss appear, from the cited literature, to 
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apply more broadly to public service delivery agencies. However, our 

familiarity with innovation in educational agencies is very limited, 

and we must leave the reader with the burden of finding analogies 

between our observations and likely developments in the educational 

field. 

In compiling and examining the various factors that we have deemed 

conducive to Innovation in public service agencies, we cast a wide net. 

He are not asserting that we believe each of them to be valid, or that 

each has been empirically proved to have a positive influence on inno- 

vation.  (On the contrary, the influence of many of the factors has 

been called into doubt.) But our examination reveals a general pattern 

of relationships with fiscal contraction—a pattern that seems resistant 

to modification based on the invalidity of one or two components. 
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2. ENVIRONMENTAL FACTORS 

Environmental factors relate to the political, social, economic, 

and technological climate within which a local government agency 

operates. In this paper we view one of the environmental factors— 

economic conditions—as the key independent variable, and all other 

factors—political, bureaucratic, organizational, etc.—as dependent 

variables in assessing what will happen to innovation as a result of 

fiscal contraction. We assume that the fiscal resources of our generic 

local government agency are cut in real terms and ask what the impacts 

on the agency's innovative behavior are likely to be. 

It is generally acknowledged that an environment in which re- 

sources are expanding is conducive to innovation. For example, in a 

private sector example, Utterback (1971) has shown that the frequency 

of innovation by a firm producing a product increases when the market 

for that produce is expanding. To our knowledge, there have been no 

studies of the impact of fiscal contraction on innovation in public 

sector organizations. 

The squeeze on an agency's resources need not be caused by a re- 

duction in its budget. If an agency's budget increases by less than 

the rate of inflation, its resources are being reduced in real terms. 

In the past few years, inflation has been running over 10 percent per 

year. Thus, agencies whose budgets do not increase at over 10 per- 

cent per year are experiencing fiscal contraction. In addition, the 

demands on local government service agencies (e.g., fire departments 
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and police departments) seem to be continually increasing. Thus, to 

maintain the same level of service effectiveness, these agencies need 

increasing real amounts of resources. 

Besides economic conditions, the primary environmental factors 

that influence innovation in local government are (1) the character- 

istics of the community being served and (2) political and bureau- 

cratic factors. 

2.1 CHARACTERISTICS OF COMMUNITY 

Size and Urbanization 

It has been found that the size and degree of urbanization of a 

community are important characteristics in determining the amount of 

innovation that takes place in the community's government. Governments 

in large, urban communities tend to be more innovative than those in 

small cities or in rural areas (Aiken and Alford, 1970; Rothman, 1974, 

p. 425). This seems to be due to many factors. For example, there 

are bigger pools of better-trained, more professional talent in 

large urban areas. In addition, it is easier to establish coalitions 

to implement an innovation in a large, more structurally-differentiated 

community. 

Large cities have been among the first to be hit by fiscal contrac- 

tion—primarily due to increasing service delivery costs combined with 

shrinking tax bases. To the extent that they were a major source of 

innovative ideas, and that their innovative behavior is reduced, there 

may be an impact on innovation in other communities; the source may be 

drying up. 

ä.^**— JUJA:-. i£iti«äiÄifetaaaf£; j^jjää|j|£Sgjj*2'^y 
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1 
I   I: Wealth 

The wealth of a community—quite apart from the size of the budgets 

of its local government agencies—is an important environmental deter- 

minant of innovation in local government (Yin, 1976, p. 82). In the 

1960s and early 1970s, the real income of most Americans was increasing. 

In such an environment there was not a great amount of resistance to 

allowing local governments to tax away a portion of the increased in- 

comes. Thus, standards of living and local government budgets could 

both expand in real terms. Innovative approaches to improving and 

expanding local government services were welcomed.  Income transfers 

to increase the standards of living of the less fortunate could be 

sold to the public in terms of "legitimate compassion for the less 

fortunate, a compassion which was affordable in those good times. 

Economic expansion provided a ready and relatively painless means of 

social management" (Rader and Lang, 1979). 

However, in the latter part of the 1970s the real incomes of 

Americans began to grow less rapidly, and eventually began to fall. 

Their interest in supporting government programs and sharing their 

wealth with others began to turn into a need to support their own 

families.  This change in attitude translates into a desire on the 

part of the public to stop governments from expanding their services 

and to concentrate on providing existing services more effectively. 

So far, there does not seem to be an actual reduction in the public's 

expectations about what services their governments should be providing. 

This reduction in an individual's "excess" resources and its 
effects is not unlike the concept of organizational slack in an 
organization, which is d4 cussed in Section 3. 
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Quite the contrary, the public seems to want government to maintain all 

services it has teen providing (including those added during the pre- 

ceding period of expansion, with the possible exception of welfare pro- 

grams) in the f ice of shrinking revenues and increased demands. The 

feeling seems to be that if the "ff.t" in government could be eliminated 

there would be more than enough money to support all desired services. 

The failt.re of public expectations for services to decrease as 

the resources of government decrease places severe constraints on the 

options avai .able to governments for coping with the new fiscal envir- 

onment. Cutbacks—either across the board or selective—are seen to be 

the only pclitically feasible course of action. More innovative ap- 

proaches— such as those that would involve prioritization of functions 

and comp]ate elimination of those with low priority in order to free up 

resources to support the remaining functions—are difficult to carry out. 

Tte relative  wealth of a community is another factor that affects 

innovf tion in local government. Even though real incomes are declining 

in mcst communities, the people in communities whose populations are 

relatively more wealthy tend to participate more in the affairs of the 

community. Such external participation, especially by persons with appro- 

priate professional skills, has been found to increase the amount of 

innovation that occurs in the local government (Rothman, 1974, p. 459). 

We found in our study of the impact of Proposition 13 in California that 

For example, a poll taken in California on the day the public voted 
for Proposition 13 showed that most people felt that state and local 
government could provide the same level of service with 10 percent less 
money (fhe California Poll,  June 1978). 
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public participation—especially volunteer activities—seems to be 

increasing as local resources are reduced. This might serve to stimu- 

late more innovative behavior in these communities. 

' i 

2.2 POLITICAL AND BUREAUCRATIC FACTORS 

Bureaucratic Self-interest vs. Production Efficiency 

Decisionmakers in public organizations base their decisions on a 

large number of factors, many of which are bureaucratic in nature and 

unrelated to the achievement of greater service efficiency or effec- 

tiveness. Although political and bureaucratic factors are also im- 

portant in profitmaking organizations, the availability of objective 

performance measures (such as costs and profits) tends to make im- 

provements in efficiency more important to the decisionmaker in such 

an organization. For public organizations the situation is quite dif- 

ferent. According to Yin et al. (1976, p. 109): 

Attainment of self-interest goals often depends less 
upon market performance (and hence service efficiency 
or effectiveness) than upon bureaucratic and political 
factors. Furthermore, although an innovation that is 
adopted by a public organization may also produce ser- 
vice improvements, the problems of defining and measur- 
ing the appropriate service outputs of public organiza- 
tions may help to keep improved service efficiency only 
secondary to the self-interest goal. 

According to this view, the main goal of the public sector bureau- 

crat is to survive the next election or organizational change. The 

behavior that is most likely to lead to survival is to encourage the 

growth of his agency in status and power. Operationally, this gen- 

erally means maximizing his agency's budget and widening its constit- 

uency. He, therefore, tends to favor an innovation that would expand 
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his agency's service, rather than one that would make the existing 

service more efficient or effective (Feller, 1980). Evidence for this 

type of behavior by government bureaucrats can be found in Lambright 

et al.'s (1977) study of the diffusion of 20 technological innovations 

in upstate New York cities. 

It is clear that fiscal contraction will change the process by 

which government bureaucrats can achieve prestige and power. Empire 

building will become considerably more difficult. Government services 

will not be able to expand, so service-augmenting innovations will not be 

adopted. As Cyert (1978, p. 345) put it, "Everyone concerned with 

organizations in our society needs to readjust his/her thinking with 

respect to the criterion of success." 

If service-augmenting innovations are unlikely to be adopted 

during a period of fiscal contraction, the focus on innovations (if 

there are to be any at all) must shift to those that improve the ef- 

ficiency and effectiveness of the service. However, Yin (1977) has 

found that the implementation of such innovations involves a funda- 

mentally different process. He calls this process (which is more 

commonly found in the private sector) production efficiency,  and calls 

the process that is most commonly found in the public sector bureau- 

cratic self-interest.     Shifting government bureaucrats towards pro- 

duction efficiency is not an easy job. Among other things, it requires 

a restructuring of their reward system, with more emphasis being given 

by government leaders and by the public to service delivery systems. 

McKean, for example, has argued that the public has generally had more 

interest in service-augmentation and little interest in service improve- 

ment because the benefit "that individual voters could receive from 

...._......_.._.. .. T... J*IJU^^^ ^   . 
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incremental efficiency is small, while the cost to each of acquiring 

information, forming pressure groups, and monitoring government officials 

is large." And Feller (1980) concludes that entire "groups of voters can 

become better off when they are the recipients of new programs from 

which they derive benefits in excess of the costs they bear." 

The production efficiency approach to innovation also requires 

the use of different resources than are used for selecting innovations 

that are in the bureaucrat's self-interest. It generally involves a 

more analytical evaluation of the innovation together with other al- 

ternatives. The evaluation is often performed by government planners, 

and makes use of management data, mathematical models, and objective 

performance measures. Levine (1978, «. 317) claims that, paradoxically, 

ehe capacity of a local government to perform such analysis is built 

up during a period of expansion but used rarely.  ("Under conditions 

of abundance, habit, intuition, snap judgments and other forms of in- 

formal analysis will suffice for most decisions." A more important 

use of resources during this period is to build prestige and political 

constituencies.) However, this capacity is an early casualty of fiscal 

contraction, so that when these tools are needed to help minimize the 

risk of making mistakes, they are not available: 

The scenario goes something like this: First the 
most capable analysts are lured away by better op- 
portunities; then freezes cripple the agency's ability 
to hire replacements; and finally, the remaining [ana- 
lytical] staff is cut in order to avoid making cuts 
in personnel with direct service responsibility. 
(Levine, 1979, p. 180) 
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In our study of the impacts of Proposition 13 (Walker et al., 

1980) we found that, in the year following its passage, substantial 

cuts were made in budgeted expenditures for planning, research, and 

management information system activities. For example, the Los 

Angeles City Attorney cut his staff in the planning and research divi- 

sion by more than 50 percent. He explained that it was a question 

of weighing the alternatives. The potential costs of reducing the 

planning function are great, but "in the scale of priorities it is 

more important to prosecute than to plan programs." 

In the short term, aside from some disruptions in operating sys- 

tems, costs in planning, research, and information system functions 

are reduced with no reduction in direct services to the public. How- 

ever, these reductions mean that the data needed for effective problem 

identification, planning, and management are not available; that new 

planning tools are not being developed or used; that talented person- 

nel who could suggest long-term solutions are not being retained or 

kept knowledgeable; and that innovative responses to fiscal constraints 

are unlikely to be forthcoming. 

Risk of Failure 

In the absence of an overwhelming public mandate for change and 

innovation, there are few incentives for a government bureaucrat to 

do much more than seek to maintain the status quo, even during times 

of fiscal expansion. As the leader of California's Senate said when 

asked about the secret of his political longevity: "Do nothing and 

you'll get elected forever." 

_-»?■ aa^aaSgBfcaaska 
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The bureaucrat's normal inclinations toward maintaining the 

status quo and avoiding risky changes are intensified during a period 

of fiscal contraction. When services are expanding, an innovation 

that does not work will generally be able to be absorbed without 

great political repercussions. However, as Elmore and McLaughlin 

(1981) point out: "Since fiscal retrenchment effectively re- 

moves all risk capital from the system, policy 'mistakes' become un- 

acceptably expensive. Legislative logic thus dictates that, where 

possible, policies continue the known and predictable." 

Fiscal contraction requires budget reductions. However, the bu- 

reaucrat's inclination for maintenance of the status quo will lead him 

to make cuts that are largely invisible to the public. These are gen- 

erally the opposite of what is needed to promote innovation. For ex- 

ample, as already mentioned, we found in our research that one response 

by local governments to Proposition 13 was to reduce expenditures on 

planning and research activities, postpone the development of management 

information systems, and more generally, shun all innovative approaches 

to management that have high front-end costs. 

Another "invisible" way in which local governments reacted to Pro- 

position 13 was to defer equipment purchases, capital improvements, and 

maintenance of existing capital stock. Cutbacks such as these may be in- 

visible for a while, and may be able to be carried out for a year or two 

without much harm. But they quickly lead to the deterioration of a city's 

capital stock and physical plant. Replacement and repair of equipment 

that breaks down because it was not maintained will generally cost more 

than the maintenance would have cost. 

■auc 
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Performance Gaps 

The existence or perception of a performance gap has been found 

to be one of the most essential factors in motivating organizational 

change. According to Zaltman et al. (1973): "The impetus to innova- 

tion arises when organizational decisionmakers perceive that the 

organization's present course is unsatisfactory." This factor is most 

often mentioned in the context of the production efficiency process 

of innovation.  (In fact this process is often referred to as the 

"problem-solving" approach.) 

Fiscal contraction is likely to generate an increasing number of 

performance gaps in the service delivery systems of local government. 

For example, streets and parks in New York City have become signifi- 

cantly dirtier, the average time for police operators to answer calls 

for service in Los Angeles has increased, and nursing services in 

California schools have practically disappeared. 

The literature on innovation suggests that these conditions should 

serve as catalysts to innovation. Many of the voters supporting 

fiscal limitations were also expecting them to lead to more efficiency 

in government. However, the many other factors governing bureaucratic 

behavior seem to be serving as barriers to increased innovation, more 

than outweighing the positive force of performance gaps. The short- 

term actions by local governments we have studied have clearly been 

made in the most politically expedient manner. Whether the pressure 

from the existence of performance gaps can overcome the barriers to 

innovation from other factors in government remains to be seen. 
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The State and Federal Role 

Until as recently as 40 years ago, the local, state, and federal 

governments in the United States operated relatively independently in 

their respective spheres of influence. Since then, state governments, 

and subsequently the federal government, have played larger and in- 

creasingly important roles in local affairs. Local governments are 

now heavily dependent on federal and state money. For example, in 

FY 1979, 38 percent of the revenue of California's Alameda County 

came from state subventions, and 34 percent from federal subventions. 

The federal government has played a major role in getting local 

governments to adopt innovations (primarily technological). A number 

of studies of the adoption of new technologies (e.g., Feller et al., 

1974) have found that Federal money was either critical to adoption or 

provided an important incentive.  For example, the grants distributed 

to local criminal justice agencies by the Law Enforcement Assistance Ad- 

ministration went in large part for testing new technology and innova- 

tive programs. It may be true that, as Berman and McLaughlin (1977) 

point out in the context of education, "many [school] districts ob- 

tained federal dollars opportunistically—just because money was 

available—rather than securing these special project funds to deal 

with a well-defined delivery need." However, the grants do supply 

additional funds to the local government agency, even if only tempo- 

rarily, enabling it to do something it would have been unable to do 

without the funds. 

During the 1970s local officials complained that LEAA grants could 

be obtained to fund new activities whose worth was unproven, but not 
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ongoing activities with proven value. Ironically, these complaints may 

have contributed to the demise of LEAA, so that local criminal justice 

agencies no longer even have this source for funding innovations. 

Fiscal contraction in local government is likely to lead to even 

bigger efforts by local governments to obtain federal and state funds. 

This offers "  potential opportunity for the state and federal govern- 

ments to have an even greater impact on innovation in local govern- 

ment. 

In the past, the primary emphasis of the federal government was 

to foster the spread of technological innovations among state and 

local governments. Although technological change has undoubtedly con- 

tributed to increased levels of productivity within state and local 

agencies, Feller (1980) has noted that most productivity Improve- 

ments in local government (such as better work procedures and improved 

resource deployment) are not related to technology. They have generally 

been initiated and carried out by local government personnel with little 

outside assistance. "Underscoring the indigenous character of these 

efforts, the bulk of funds allocated to productivity programs in most 

local jurisdictions comes from local sources." 

If, as we have posited, innovative changes in local government 

during fiscal contraction must be focused on improvements in efficiency 

and effectiveness, to be most helpful federal and state efforts to 

foster research utilization, information dissemination, and capacity 

building should also be redirected toward generating production effi- 

ciencies. The fact that prior federal efforts at increasing innova- 

tion in local government have not had this focus in the past is con- 
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firmed by a recent report of the General Accounting Office (1978), 

which stated: "We did not find any case in which the availability 

of federal technical assistance provided the major impetus for state 

and local productivity programs." 

The fact that the availability of state and federal funding is 

a major factor in determining the amount of innovation that occurs in 

local governments has another implication in an era of fiscal con- 

traction. Local governments are not alone ±n experiencing fiscal 

contraction. State governments are having an increasing number of 

* 
taxing and spending constraints placed on them, and cutbacks are 

being made in many federal programs. Reductions in state and federal 

funding of local government may lead directly to reductions in innova- 

tive behavior in local government agencies. 

* 
See Pascal et al. (1979). 
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3.  ORGANIZATIONAL FACTORS 

In the previous section we discussed factors external to the local 

agency and general political and bureaucratic factors that relate to 

innovative behavior. This section focuses on characteristics of a 

particular agency that may hinder or motivate innovations, and dis- 

cusses the impact that a reduction in the agency's budget is likely 

to have on these characteristics, and hence on innovation in the 

agency. 

3.1 ORGANIZATIONAL SLACK 

Organizational slack is the difference between the resources re- 

quired to maintain an organization (and enable it to carry out its 

basic functions) and the resources available to the organization. 

Ever since the concept was defined by Cyert and March (1963) it has 

occupied an important position in many theories of organizational in- 

novation. Organisational slack basically determines whether or not 

the organization can afford innovation. As summarized by Rosner (1968), 

"the existence of slack means that the organization can afford (1) to 

purchase costly innovations, (2) to absorb failures, (3) to bear the 

costs of instituting the innovation and (4) to explore new ideas in 

advance of an actual need." 

The fiscal expansion of governments in the 1960s and 1970s was 

accompanied by increases in organizational slack. The traditional 

functions of local government (e.g., fire, police, and sanitation 

services) were relatively well-funded, and local governments were 

■ • *., -^^.UMm^t^i^i^MLa^i^iii^^,,. 



"3!"'B™8P!"'"'*'?^*?!*Ä^ 

-21- 

able to expand their scope to include services not being provided 

previously. Early in this expansion phase, innovative behavior was 

common. 

This was the era of technological innovation. The federal 

government supported a number of efforts to apply technologies that 

were able to "put a man on the moon" to the problems of the cities. 

And many innovations were adopted. However, since bureaucratic self- 

interest predominates in government organizations, most of the innova- 

tions were designed to enhance the prestige and power of the inno- 

vative agency and its administrator. Relatively few were designed pri- 

marily to increase the efficiency or effectiveness of the agency. 

Organizational slack in the 1960s and early 1970s also enabled 

the demands of competing interest groups on various issues to be 

mediated by giving something to each group. Thus, innovative pro- 

grams and policies could be introduced by forming coalitions of sup- 

port. 

As described by researchers such as Riker (1962), coalitions 

form to make or to influence government decisions. The ability of 

disparate elements of a coalition to reach agreement is based in 

large part on internal exchanges of benefits among coalition members, 

which are often referred to as "side payments." The more public re- 

sources to be divided, the greater the incentive to participate. 

The exchange of benefits is the critical element in holding the coali- 

tion together. 

Fiscal contraction reduces and eventually eliminates organiza- 

tional slack. When there are not even enough resources available to 
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maintain the organization, essential services begin to be cut back. 

Well researched and well analyzed innovative solutions to problems 

become luxuries that cannot be afforded and "organizations engage in 

highly constrained searches to find immediate solutions to pressing 

problems" (Yin et al., 1976, p. 87). As mentioned above, the solu- 

tions are often short-sighted solutions that may lead to bigger 

problems later on. They are also rarely technological solutions, 

since these generally have high front-end costs. 

Coalitions that could be counted on to support innovations during 

fiscal expansion fall apart during contraction. It is clear that 

acceding to the demands of one special interest group means denying 

the demands of another. According to Elmore and McLaughlin (1981) : 

Special interests can no longer play the role that was 
defined during expansion. . . . Granting of special 
interest requests no longer means an add-on. The 
fiscal reality of Proposition 13 approximates a 
zero-sum game in which even a modest gain is made 
at the expense of other interests.  Sidepayment 
support must be taken from another existing pot. 

In the same vein, Levine (1978, p. 317) concludes that "without slack 

resources to produce 'win-win' consensus-building solutions and to 

provide side payments to overcome resistance to change, organiza- 

tions will have difficulty innovating." 

The fiscal and political realities inherent in the disappearance 

of organizational slack in government agencies leads us to the same 

conclusion we reached in the preceding section:  Innovations that are 

implemented during fiscal contraction will tend to be limited to 

those that reduce cost and/or increase the productivity of an agency's 

resources. 
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3.2 ORGANIZATIONAL STRUCTURE 

Not surprisingly, researchers on organizational change have 

found that a number of specific characteristics of an organization's 

structure are related to the innovativeness of the organization. 

More surprising, perhaps, is the fact that they have found that some 

of the factors that are most closely correlated with the initiation 

or creation of new iueas are least correlated with their adoption  and 

institutionalization. According to Wilson (1966), "the climate required 

to induce innovative behavior in organizations may be the same climate 

which will prohibit the implementation of innovative proposals." 

Organizations whose structure has been found to nurture inno- 

vative ideas have been labeled "organic" by Burns and Stalker (1961). 

They have applied the label "mechanistic" to organizations that are 

more successful in adopting innovations (but whose structure tends to 

hinder their initiation). 

The four major dimensions on which organic and mechanistic 

organizations differ are: 

o Diversity, which refers to the number of occupational special- 

ties, technologies, incentives, and rewards employed within 

the organization. 

o Formalization, which refers to the specificity and rigidity 

of the rules and procedures set down for performing jobs 

within the organization. 

o Centralization, which refers primarily to the degree to which 

the organization has a narrowly constructed hierarchy of 

authority, 

o Staff participation in decisionmaking. 

}• 
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Organic organizations tend to be highly diverse, with little formal- 

ized task structure, weak communication hierarchies, and considerable 

staff participation in decisionmaking. Mechanistic organizations, 

by contrast, are less diverse, have more formalized task structures, 

a more centralized hierarchy of control, and less participative 

decisionmaking (Yin et al., 1976, p. 84). 

It is a rare government agency that does not fit the description 

of a mechanistic organization—constrained by rigid rules and regula- 

tions, centralized bureaucratic hierarchies, with little diversity 

within the agency, and a distinct lack of employee participation in 

decisionmaking. Thus, it is not surprising that few innovative 

ideas are generated internally. If anything, fiscal contraction will 

intensify the degree to which local government agencies fit the 

mechanistic mold, reducing even further the iniatiort of new 

ideas. 

3.3 SUPPORT OF THE AGENCY HEAD 

In mechanistic agencies, implementation of innovations is highly 

dependent on the role played by the agency head. If the head of the 

agency favors innovation and spends time supporting innovative pro- 

jects, he or she can bring about their implementation rather easily. 

In the opposite situation—a non-innovative agency head—nearly all 

innovative activity can be stymied. The literature repeatedly sug- 

gests that strong, visible support by top leadership is the most im- 

portant factor in the success of any innovative endeavor.  (See, for 

example, Zaltman et al., 1973.) Colton (1978) gives several case 

,.-_, mcr*>Uj 'j&M&t^aSSvrH^j-*  >.-'j««ja,. 
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studies of innovations in police departments that progressed under 

innovative leaders and failed elsewhere. In fact, within a single 

agency a change in one top leader can prove fatal to innovation. 

The principle is so well established that most evaluation reports 

on experimental programs in police and fire departments or handbooks 

of guidance to police or fire chiefs mention it with considerable 

emphasis.  Chaiken (1979) says, "the chief executive must go to bat 

for change" if it is to occur.  Greenberg and Wasserman (1979) state 

that a "condition for success" of a program for improving detective 

investigation procedures is "commitment from top management." They 

continue, "the implementation [of this program], like any public pro- 

gram, is dependent on a commitment from the administration to the 

goals of the program and a willingness to alter policy and procedure 

in response to the dictates of the program design." 

An innovative agency head or chief executive in a time of fiscal 

contraction can be well positioned to carry out major innovations. 

The environment created by fiscal realities and the mood of the public 

make it possible to change policies and procedures that previously 

resisted modification. When budget amendments providing for in- 

creased wages are actually impossible, it becomes easier to stand up 

to union demands. In the interests of fiscal responsibility, it be- 

comes possible to enact pension reform and civil service reform. 

When costs can actually be reduced, it becomes possible to contract 

out for services previously provided by government workers or to con- 

solidate the operations of agencies in adjoining jurisdictions. Pro- 

ductivity improvements can be demanded as part of labor negotiations. 
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(This approach has been used, with limited success, in New York 

City.) Layoffs can be presented as the alternative to increases in 

productivity. 

However, the multiplicity of opportunities for innovation by an 

agency head that fiscal constraints raise are usually more than off- 

set by countervailing influences. If an agency's proposed budget de- 

clines in real dollars, the agency head faces very difficult problems, 

including allocation of the remaining budget, possible termination of 

ongoing programs, reassignment of key personnel whose current posi- 

tions have been eliminated, and even specifying particular individuals 

for termination or layoff. The budgetary process, which previously 

may have been managed by subordinates, requires detailed attention from 

the agency head. Labor negotiations become more tense, difficult, and 

protracted, also requiring greater time commitments by the agency head. 

In short, the demands on the chief executive's time to handle matters 

relating to the agency's survival may be so great as to prevent atten- 

tion to new or innovative projects, whatever their long-term importance. 

In sum, although fiscal contraction provides an opportunity for a pro- 

duction-efficient agency head to be innovative, it would appear that he 

can devote less attention and support to innovative projects during fis- 

cal contraction than during fiscal expansion. 

3.4 ORGANIZATIONAL SIZE AND GROWTH 

An organization's size and whether or not it is growing have 

been found by some researchers to be closely associated with the 

organization's innovativeness. However, those who did find this re- 

lationship (such as Mohr (1969)) tend to agree that size and growth 
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are most likely to be proxies for other factors, such as organiza- 

tional slack. Large size or growth makes available greater re- 

sources, which then facilitate innovativeness.  Smaller organiza- 

tions, and those undergoing contraction, may be forced to apply all 

of their resources to carry out their existing commitments and 

satisfy the overriding organizational imperative of survival. 

Organizational growth also allows the addition of new occupa- 

tional specialties and new functions. This increases the diversity 

and complexity of the organization (makes it more "organic), which 

tends to lead to more Innovative behavior. Conversely, organiza- 

tional decline leads to increasing centralization and less opportunity 

for organizational change. 
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4. STAFF AND PERSONNEL FACTORS 

4.1 MORALE AND JOB SATISFACTION 

Several studies relate high staff morale to organizational in- 

novativeness. People who are satisfied with their jobs are more com- 

mitted to the organization; consequently, they are more receptive to 

new ideas for improving the agency's products or services. Hage and 

Aiken 0.967) contend that "only if the organization has high morale 

can it successfully implement the new activity and weather the ensuing 

organizational stress." 

High morale and job satisfaction are directly related to condi- 

tions found during a period of fiscal expansion and inversely re- 

lated to conditions during fiscal contraction. For example, between 

1949 and 1969, average real compensation for state and local govern- 

ment employees increased about 13 percent faster than it did for em- 

ployees in the private sector. This, coupled with better job security 

than offered by the private sector, made public employment increasingly 

attractive. Government was increasingly able to attract the "best 

and the brightest" at all levels. 

However, much of the burden of fiscal contraction has been 

placed on the shoulders of public sector employees. They see that 

their hard-fought gains of the last few decades are now being eroded. 

In particular, they are facing uncertainty over job security; in- 

creases in salaries and benefits that do not keep up with inflation; 

* 
Layoffs of public employees, which once were unthinkable, have 

been carried out in a number of localities. 
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reduced chances for advancement; deteriorating working conditions 

(including an increase in workload and a decrease in clerical sup- 

port for professional staff); and a decline in the prestige of 

their jobs and in their job satisfaction. 

Such changes in an agency's working environment will inevitably 

reduce the quantity and quality of the innovative behavior of its 

employees. Those employees who have the option, will leave the 

public sector and join private sector organizations. The most mobile 

people tend to be the most skilled and creative—attorneys, computer 

programmers, nurses, legal secretaries, etc. They also tend to be 

those who follow what the literature on innovation calls a "cosmo- 

polite career pattern" (see Rogers and Shoemaker, 1971), meaning 

that they are usually young, enthusiastic, well educated, and use 

their training and experience to seek innovative solutions. Often, 

employees who leave are not replaced.   This reduces the infusion of 

new ideas into the agency. In cases where the people who leave are 

replaced, we have indications from our research that the quality of new 

recruits is declining. 

Those who remain in the contracting agency are much less likely 

to participate in innovative behavior than they would be in an ex- 

panding agency. There is an erosion in staff vitality, 

For a discussion of the impact of Proposition 13 on criminal 
justice agency personnel in California, see Chaiken et al. (1981). 

** 
Attrition combined with a hiring freeze is the most common 

"policy" approach local governments have used in response to fiscal 
contraction. In the first year after the passage of Proposition 13, 
the state and local governments in California lost approximately 100,000 
positions—almost all due to the combined effects of rapid attrition 
and hiring freezes. 
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an increase in the average age of the staff, and a lessening 

of its public service orientation. Hage and Aiken's 

empirical research (1967) revealed a considerable resistance to 

change because of low job satisfaction. In California, since the 

passage of Proposition 13 we found evidence of lessened job satis- 

faction. For example, the Alameda County Administrator admitted to 

a lowered sense of satisfaction among county employees and the Oakland 

police chief told us that declining morale in his department has had 

a more deleterious effect on its operations than has the loss of 

positions. Writing about fiscal contraction in universities, Cyert 

(1978) remarked: 

Where solutions are hard to find, and they are harder 
the greater the contraction, the danger is that aspira- 
tions for the organization and for the individual will 
be reduced in the minds of faculty members. The real 
danger in contraction is that individuals who by 
nature desire excellence will begin to settle for 
mediocrity out of frustration. 

4.2 PROFESSIONALISM AND LINKAGE SYSTEMS 

The characteristic of staff professionalism appears to be posi- 

tively related to organizational innovativeiess. (See, for example, 

Glaser, 1976, p. 26.) Professionalism is defined by Yin et al. (1976) 

as "an orientation to the norms and values of an extraorganizational 

professional group." Professionals tend to communicate with each 

other about their activities, and pride themselves on innovative be- 

havior. 

There are a number of "linkage systems" that facilitate the 

diffusion of knowledge about relevant innovations among the local 
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government professionals who would be interested in them. Chief 

among these are professional meetings, professional magazines and 

journals, and training courses. For example, Coleman et al. (1966) 

found that early adopters of a new therapeutic drug were doctors 

who read more journals and went to more professional meetings. 

We found that the first cutbacks to be instituted in a period 

of fiscal contraction usually include (1) cancellation of subscrip- 

tions, (2) elimination of funds for travel to conferences, and (3) re- 

duction in the amount of training opportunities available to em- 

ployees. These cuts remove some important links in the diffusion 

networks that have served, however primitively and inefficiently, to 

link the sources and users of knowledge and thereby to facilitate 

innovation. Although clearl» not in the direction of innovation 

in government, the cuts are consistent with the bureaucratic reaction 

to fiscal contraction, which is to make cutbacks that are as invisible 

to the public as possible. 

4.3  LABOR ORGANIZATIONS 

Yin et al. (1976) note that active employee unions may constitute 

a significant barrier to innovative efforts. During the period of 

economic expansion of the 1960s and early 1970s they did act as a 

conservative influence on the policies and procedures of local govern- 
* 

ment agencies.    However, there may be strong pressures on them during 

a period of fiscal contraction to support activities designed to in- 

crease effectiveness and efficiency. 

One of the most important goals of a union during fiscal con- 

traction is to protect the jobs of its members.    Thus,  the threat of 



^-WJ¥Jtga^^MlHW»MI 

-32- 

layoffs nay carry a great deal of weight In labor negotiations during 

such a period.    In exchange for an agreement not to lay off any per- 

sonnel, or in exchange for agreements on salaries, benefits, and 

working conditions, an innovative agency negotiator might be able to 

obtain agreements on productivity improvements that unions would 

have blocked during fiscal expansion.    Such an approach to labor 

negotiations, which has been called "productivity bargaining," has 

been tried in New York City recently in negotiations with the city's 

transit and sanitation unions.    (See, for example, Smothers (1980).) 

The results have been mixed, but encouraging. 
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5. INNOVATIONS LIKELY TO SUCCEED 

The literature points to many intrinsic features of innovations 

that appear to be favorably related to successful implementation. 

However, most of them, such as simplicity of use, divisibility, and 

reversibility of the introduction of the innovation, are unrelated 

to the presence or absence of fiscal constraints. So, rather than 

discussing such features here, we shall describe some types of inno- 

vations that appear relatively likely to succeed in times of fiscal 

constraint. 

5.1  LOW COST INNOVATIONS 

During recent periods of fiscal expansion, the relationship between 

cost and chances of implementation has been fairly hotly debated. Gen- 

erally, a distinction was made between initial  cost and continuing  cost. 

One argument held that high initial cost favors implementation and rou- 

tinization (if not adoption), because small or inexpensive items are 

not sufficiently important to engage the attention of top management. 

Moreover, innovations with low front-end cost were viewed as unlikely 

to produce a written commitment to proceed that can survive changes in 

administration. The counterarguments held that the commitment of re- 

sources to low-cost innovations is quicker and easier, and that high 

initial cost can draw critical and evaluative attention to the proposed 

innovation before it has been fully designed and tested. 

Now, under circumstances of fiscal constraint, the chances that 

innovations with high Initial cost will be Implemented appear to be 

dramatically reduced. Not only are local governments incapable of 

v-.--.' >s^ r-      ^ -'„  -      ] 
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producing the required funds out of their operating budgets, but the 

mechanisms for obtaining funding from other sources are often curtailed 

as well. For example, the planning and research personnel needed to 

prepare a successful grant application to a higher level of government, 

a private foundation, or other funding source may have been eliminated 

in the course of budgetary reductions. Moreover, state and federal 

governments have discontinued many of the grant programs under which 

innovations were previously funded. 

The political climate of fiscal constraint prevents most local 

officials from proposing separately identifiable levies that are needed 

for projects with high initial cost, and fiscal limitation legislation 

often adds specific obstacles. For example, in California, while 

Proposition 13 did not explicitly forbid passage of bond issues or 

special-purpose taxes, it did make such passage so difficult as to be 

impractical in nearly all cases. More generally, the current political 

climate emphasizes "back to basics," and innovations rarely fall in 

that category. 

In our study of Proposition 13 (Walker et al., 1980), the presid- 

ing judge of the Oakland Municipal Court described an expedience he 

felt indicated th°t even cost-saving projects would not be adopted if 

the initial cost was high. He had submitted a proposal for a computer- 

ized jury selection system with demonstrated significant cost savings. 

The Board of Supervisors had rejected the proposal and the judge 

claimed that they would prefer to modify the existing bad system than 

spend more initially for a new system. In a slightly different context, 

Levine (1979, p. 181) described the resistance to high front-end costs as 

-j— _ _jn^ i _ «,,  ^J-','4=ii»_-^^-?l 
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the "Productivity Paradox": 

When dealing with productivity, it takes money to save money. 
Productivity improvement requires up front costs incurred by 
training and equipment expenses. Under conditions of auster- 
ity, it is very difficult to find and justify funds to invest 
in productivity improvement, especially if these funds can 
only be made available by laying off employees or failing 
to fill vacancies. 

It appears, then, that innovations with high initial cost are un- 

likely to succeed, and only if they have low initial cost will the size 

of their continuing costs become relevant in the decision to implement. 

Generally, local officials can view the continuing cost of an innova- 

tion in the broader perspective of its overall implications for the 

operations of the agency. Innovations whose cost is more then compen- 

sated by cost savings elsewhere should continue to have a high chance 

of success, as should those that generate more revenue than they cost. 

Innovations that have low continuing cost and yield substantial improve- 

ments in efficiency will also be likely to gain sufficient support for 

implementation. In the sections that follow, we discuss several exam- 

ples of innovations having these characteristics. 

5.2  REVENUE GENERATION 

Some innovations promise to generate revenue. To the extent that 

they actually perform as promised, they appear likely to gain acceptance 

under conditions of fiscal constraint. Among such innovations are cer- 

tain computer software packages.  In addition, imaginative legal or 

institutional restructuring that allows for collection of new fees 

(e.g., for road repairs, police services, or sewer connections) fall 

in this category. 
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Colton (1978) discusses several computer systems for handling 

traffic citations. One, installed in Tulsa, Oklahoma, merely performed 

routine clerical tasks, e.g., notifying motorists by mail of their 

fines and sending reminders to those who had not paid. In the first 

year of operation it increased traffic income by $260,000 (only 

$32,000 of which came from backlogged citations) and reduced personnel 

costs by $20,000. The savings clearly outweighed the system's oper- 

ating cost, $22,000 per year. Other traffic citation systems also 

allowed police officers in the field to interrogate the file concerning 

cars they stopped. 

The attraction of revenue-generating innovations can be so strong 

that other priorities of the government become distorted. In 1974, 

Joseph McNamara, then chief of the Kansas City Police Department, re- 

ported that police officers provided with a new computerized capability 

were making too many field stops and arrests for unpaid parking tickets. 

Police manpower was being drained from important law enforcement activi- 

ties to revenue-producing ones (Colton. 1978, p. 62). 

Outside the civil and criminal justice systems, opportunities for 

innovations involving increased revenue collection include billing for 

permits and annual license fees, reassessment of real property, more 

vigorous efforts to cut the delinquent tax roll, rapid auctioning of 

properties with delinquent taxes, and investment of funds held by the 

government and not immediately used. Mayor Thomas Cook of East Orange, 

New Jersey, reported that in one year the proceeds from investment of 

idle funds was increased from $10,000 to $140,000 by installing appro- 

priate financial control systems (personal communication, 1981). 
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5.3  EFFECTIVE BUDGETING TOOLS 

The most widely followed approach to bureaucratic budgetary deci- 

sionmaking during periods of fiscal expansion was incrementalism 

(Crecine, 1970). Only changes from the status quo, generally increases 

in programs, had to be considered in the budgeting process. Techniques 

for clarifying and rationalizing budgetary decisionmaking (which over 

the years have had various acronymic labels such as PPBS, MBO, and ZBB) 

attained scattered or temporary successes but were also met with wide- 

spread apathy. Their principles were sensible, and very clearly 

described in many textbooks, but implementing them entailed too much 

shock to bureaucratic routines. 

When budgets decrease (in real terms), however, the traditional 

budgeting methods of local governments fail to provide even rudimentary 

answers to the questions of most interest: How much will be saved by 

a specified budget cut? Who will be affected? What will the conse- 

quences be? Many governments then experience a need to change their 

budgeting practices, and since more effective budgeting tools are not 

difficult to find (see the review article by Pfiffner, 1980), such 

tools appear to be good candidates for adoption and implementation in 

the coming years. 

5.4  RESOURCE ALLOCATION PACKAGES 

We are familiar with the implementation histories of a large num- 

ber of computer programs that are used to allocate fire department 

resources, police patrol officers, or criminal justice system personnel 

more generally (Rand Fire Project, 1979; Chaiken, 1978; Chaiken, 1980; 

Chaiken et al., 1976).  Since the time that these allocation packages 
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were first developed (generally in the period 1965-1975), an interesting 

shift has occurred in their intended and actual applications, reflecting 

the increasing tightness of local government budgets. The example of 

their flexibility of application as circumstances changed, and their 

demonstrated ability to provide guidance to agencies with reduced 

budgets, suggest that this type of innovative resource allocation tool 

may well continue to be adopted and implemented in periods of fiscal 

constraint. 

The earliest versions of fire and police resource allocation pro- 

grams were designed in &uch a way that agency administrators set per- 

formance goals, and the computer program responded with the resources 

that would be needed to meet the goals.  For example, the first police 

patrol allocaJ-ion program (Crowther, 1964) was used in the St. Louis 

Police Department as follows: The department established as policy 

that not more than 15 percent of calls for service should be delayed 

due to Miavailability of any car to handle the call. Analogously, an 

early fire station location model (Santone and Berlin, 1969) permitted 

the fire department to specify the farthest distance or travel time 

that a fire station could be from any location; the model then provided 

the minimum number of fire stations needed to meet the standard, and 

where they should be located. 

Implicit in such resource allocation methods is the idea that a 

department would be able to obtain however many patrol cars or fire 

stations it needed to meet generally acceptable performance standards. 

They could be, md  were, used to bring about increases in resources, 

as in St. Louis (Hebert, 1978). 
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The following yi-ars saw variations in the applications of the 

models, and eventual replacement of the computer programs with second 

and third generation models that reflected changing concerns in user 

agencies. The goal of "desirable performances levels" was abandoned, 

and allocation studies began to focus on efficient allocation of existing 

resources. For example, in a study for the Yonkers Fire Department 

(Hausner et al., 1974), the stated objective was to improve the depart- 

ment's effectiveness by better deployment of its existing fire companies. 

Around the same time, a newly designed Patrol Car Allocation Model (Chaiken 

and Dormont, 1975) incorporated a feature permitting the user to reallo- 

cate, the existing number of patrol hours to optimize a user-specified 

performance measure. 

Shortly thereafter, a concern with cost savings emerged. In a 

study of the Denver Fire Department (Hendrick and Plane, 1975), the 

budget director specifically asked whether the existing level of coverage 

could be obtained with fewer fire stations. In other words, he did not 

specify a performance goal other than the status quo, and he was interested 

in efficiency improvements and cost savings. Not surprisingly, the re- 

sult of the study was a net reduction of three fire companies. 

In recent years, however, the predominant mode of applying these 

computer models has been to adapt to an externally imposed budget 

reduction. The latest user agencies are usually not attempting to 

maintain the status quo; they know that performance will necessarily 

deteriorate. Instead they are trying to find the least injurious way 

to absorb the budget cuts. And they want to have scientific-looking 

documentation (i.e., computer printouts) showing that they did the best 

they could under the circumstances. Examples of such applications of 
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fire deployment models have heen documented in New York City (Rand Fire 

Project, 1979) and Yonkers, New York (Walker, 1978). The authors of 

this paper provide copies of the computer programs and instruction 

manuals for many of these models to potential users on request, and we 

have not noticed any decrease in interest in them as fiscal constraints 

become tighter. On the contrary, new users come to our attention con- 

tinually, and the level of attention being paid to their output in 

previous user agencies appears to have escalated from planning and 

budgetary officers to top management. 

These resource allocation packages appear to have the characteris- 

tics of innovations that may continue to be adopted and implemented 

under conditions of fiscal constraint. They are not expensive to im- 

plement, they address directly the problems posed by fiscal constraint, 

they have proved workable and heiylui in a fairly large number of agen- 

cies previously, and they help protect agency administrators from 

charges of political favoritism or retaliation when resource reductions 

are made. 

5.5  INNOVATIONS THAT CONFER RELATIVE ADVANTAGE ON AN AGENCY 

Even when all agencies in a jurisdiction are forced to reduce their 

budgets, some will fare relatively better than others. Aside from mat- 

ters of political power and strength of constituencies, there may be 

circumstances in which quantitative information about performance levels 

and resource requirements play a role in determining relative budget 

allocations. 

An experience of the Seattle Police Department illustrates how an 

agency that can present charts and graphs meaningfully supporting its 

budget request may f.ire better than agencies whose demands are 
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undocumented (Chiu, 1979). Seattle's Office of Management and Budget 

proposed a reduction in the size of the patrol force. An application 

of the Patrol Car Allocation Model showed that performance levels would 

deteriorate substantially at only slightly lower force levels. The 

quantitative information served successfully to stave off the intended 

budget reduction for the police department. 

Other types of innovations that are likely to meet acceptance 

because they convey advantage to an agency in budget battles include 

systems for providing meaningful management information about produc- 

tivity, workloads, and priorities (Horton and Brecher, 1979). 
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6. CONCLUSIONS 

6.1 DOWNWARD SPIRAL OF INNOVATION 

On the whole, our^review of the literature suggests that fiscal 

contraction will cause the innovative process in the public sector to 

fall on hard times. Most of the environmental and organizational fac- 

tors deemed conducive to innovation will be less present under fiscal 

constraints than they had been during periods of expansion. The only 

major force in favor of innovation will be a growing gap between the 

actual performance levels of public agencies and the levels that both 

agency administrators and members of the public would like to see. 

A climate of "something must be done" generally leads to some kind of 

innovation, whether good or bad. Hence, the innovations that will 

thrive are likely to be those that help manage the contraction process 

rationally. 

The influences threatening other types of innovations are not only 

formidable but self-reinforcing. The downward spiral now under way 

will be very difficult to reverse and has serious long-term Implications. 

We have noted that large metropolitan areas have traditionally been the 

first to develop and adopt new methods and technologies, and yet the 

nation's large cities were the first to experience budget reductions. 

As the process of innovation slows down in large cities, the source of 

tested and proved innovations for smaller jurisdictions will gradually 

decline. Any local government official who is generally inclined toward 

innovation will be surrounded by other officials who are less interested 

in innovation and have few ideas as to what could be tried. 
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Meanwhile, creative personnel who could have produced ideas for 

the next generation of public service innovations are likely to find 

government employment unrewarding and less well paid than other jobs. 

If so, they will leave public service jobs or not enter them. The 

remaining personnel will have more demanding, less interesting, and 

perhaps more tedious and routine jobs, no longer surrounded by stimu- 

lating colleagues and coworkers who would encourage them toward innova- 

tion. Moreover, they will find their information networks interdicted. 

With reduced or nonexistent budgets for travel to professional confer- 

ences, meeting with or telephoning colleagues in other jurisdictions 

who have similar responsibilities and problems, library bibliographic 

searches, or reading journals and other information sources, the re- 

maining government personnel will be cut off even from innovative ideas 

that already exist. 

Foreseeing circumstances under which such a downward spiral might 

be reversed is very difficult at the start of the spiral. It appears 

that after a few years the practice of innovation may have eroded 

in public agencies and the processes for change will be unfamiliar. 

Perhaps a political reversal and infusion of new talent will signal 

the end of the current pattern. 

6.2 OPPORTUNITIES FOR INNOVATIVE LEADERSHIP 

To public administrators whose personal management style is inno- 

vative, the picture we have painted need noL be discouraging. We have 

merely described the most likely or typical responses, not the inevitable. 

Many opportunities for major change have been described in our examples. 

Most administrators can recall changes that they previously considered 
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favorably because of their potential for revenue production, cost 

reduction, or efficiency improvement. If they were never implemented 

due to resistance from labor organizations, political interest groups, 

or powerful individuals inside or outside government, the climate of 

fiscal constraint may favor them. 

Additionally, some agencies have such strong requirements for 

increased funding that the public will respond favorably if fully con- 

vinced. Administrators can bring to bear innovative management tools 

that demonstrate the strapped circumstances of existing resources, the 

existing or projected size of performance gaps, and the specific im- 

provements that can be achieved with greater resources. Even within 

a general climate of fiscal constraint, tax overrides, fees, and bond 

issues have been passed for items the voters perceive as needed. 

The attitude of top management will be the key factor determining 

whether an agency's reward structure shifts from bureaucratic self- 

interest to production efficiency. Major changes are required before 

employees feel their best route to success is "empire shrinking." 

No doubt imaginative new personnel practices will be developed by inno- 

vative leaders. 

None of the factors discussed in the literature or this chapter 

has been shown to be so strongly correlated with implementation success 

that its absence forbids innovation. Some administrators can and 

should be innovative in the face of all the obstacles we have described. 

The do-nothing recipe for political survival (Section 2.2) is not a 

recipe for political prominence. 
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