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Introduction

Management can be described as a sequence of decisions. It starts with de-
cisions on objectives, goes an with planning, execution and supervision 
and comes to decisions, if and to what extent objectives are achieved. Deci-
sion-making has been analysed on various ways in Business Administration 
and widely used in commercial firms.

The 16th International Symposium on Public Sector Management was 
devoted to the theory and practice of „Decision-Making in Public and Non-
profit Management“. The participants of the two-day workshop in July 2019 
in Germany at the University of Mannheim, the SRH Mobile University in 
Mannheim and at the Deutsche Universität für Verwaltungswissenschaften 
Speyer looked at what is distinctive to private enterprise companies and at 
the specialities of management in state or municipal administrations, the 
public economy as well as in nonprofit organizations. Their starting points, 
goals and behavioural patterns are different from private economy. For in-
stance, the parameters are much more restricted and the goals are dominat-
ed by substantive objectives.

Some of the contributions of the 16th International Symposium will be 
published in this book. This was also the case of the previous Internation-
al Symposiums at the University of Mannheim (Germany) 1998 and 2001, 
York University in Toronto (Canada) 1999 and 2006, Justus-Liebig-Univer-
sity Gießen (Germany) 2004, Karl-Franzens-University Graz (Austria) 2005, 
Alpen-Adria-University Klagenfurt (Austria) 2007, Albert-Ludwigs-Univer-
sity Freiburg (Germany) 2008, Johannes-Kepler-University Linz (Austria) 
2009, Leipzig-University (Germany) 2010, Nihon-University Tokyo (Japan) 
2011, SRH Hochschule Berlin (Germany) 2012, University of Tartu (Estonia) 
2013, SRH Hochschule Berlin Campus Dresden (Germany) 2014 and Uni-
versity of Hamburg (Germany) 2015.

Several contributions have been published: 
• David Barrows and Ian Macdonald (editors), The New Public Manage-

ment - International Developments, North York, Ontario (Canada) 2000
• Paolo Rondo-Brovetto and Iris Saliterer (editors), The University as a 

Business? Wiesbaden (Germany) 2011
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• Dorothea Greiling, Arie Halachmi and Reinbert Schauer (editors), Ac-
counting, Accountability and Governance in the Public Sector, Linz 
(Austria) 2011

• Thomas Lenk, Manfred Röber, Martina Kuntze, Matthias Redlich and 
Oliver Rottmann (editors), Public-Private Partnerships, An Appropri-
ate Institutional Arrangement for Public Services? Supplement no. 41 of 
the Zeitschrift für öffentliche und gemeinwirtschaftliche Unternehmen, 
Baden-Baden (Germany) 2011

• Toru Sakurai, Ian Macdonald, Tatsuo Yoshida and Koichiro Agata (edi-
tors), Financing Public Services - Taxes, User Pay or Other Forms of Ser-
vice Delivery? Waseda University Press, Tokyo (Japan) 2013

• Dorothea Greiling, Peter Eichhorn and Ian Macdonald (editors), Entre-
preneurship in the Public Sector, Supplement no. 43 of the Zeitschrift 
für öffentliche und gemeinwirtschaftliche Unternehmen/Journal for 
Public and Nonprofit Services, Baden-Baden (Germany) 2013

• Peter Friedrich, Dorothea Greiling and Toomas Haldma (editors), Public 
Sector in Transition, University of Tartu Press, Tartu (Estonia) 2014

• Peter Eichhorn, Ian Macdonald and Dorothea Greiling (editors), Public 
Governance, Zeitschrift für öffentliche und gemeinwirtschaftliche Un-
ternehmen/Journal for Public and Nonprofit Services, no. 1 - 2, Baden-
Baden (Germany) 2016

• René Andeßner, Dorothea Greiling and Rick Vogel (editors), Public Sec-
tor Management in a Globalized World, Wiesbaden (Germany) 2017

Below are some of the papers published that are from the 16th Internation-
al Symposium in Mannheim and Speyer. The authors are either professors 
or young scientists of Business Administration, Public and Nonprofit Man-
agement or executive managers in public, private or nonprofit institutions

The editors and all participants are grateful to the Sparkasse Vorderp-
falz, Ludwigshafen, the Stadtwerke Speyer GmbH, Speyer, and the Wil-
helm Müller-Stiftung, Mannheim for promotion to publish the proceedings 
of the 16. International Symposium of Public Sector Management.

Peter Eichhorn, Daniel Klein, Joachim Merk, Anke Rahmel
November 2019
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The Complexity of Decision-Making in a 

City Council  

Peter Eichhorn

Decision-making depends on objectives and conditions. Objectives can be 
financial and substantive goals. Conditions are mainly factual requirements 
and legal restrictions. Decision processes have been intensively investigated 
in praxis and theory of commercial management. In Business Administra-
tion and Economics the research is assumed that a firm tends to maximize 
its profitability. All activities of such a firm in procurement, transport in-
ventory management, manufacturing, administration and marketing have 
to consider customer behaviourpatterns, competition and market prices as 
well as the restrictions of law and legislation. 

With respect to public and nonprofit management there is a much more 
complicated situation: Substantive goals are predominant. One normally 
aims on cost-coverage instead of profitability. Stakeholders substitute share-
holders. Therefore decision-making strives for a balance of interests. As an 
example I like to analyze the process of decision-making in a city council.

Usually the decisions are made by majority of votes. The majority can 
be a simple (so-called relative) majority, that means: the group comes off as 
winner which collects the most numbers of votes. An absolute majority is 
existent when more as one half is achieved, while a qualified majority needs 
for instance an approval of two-thirds or three-quarter or eighty percent of 
the votes. The bottom line is always a situation of either winners or losers. 

The substantive targets and public tasks of a city council are shaped by 
issue-related and spatial-orientated decisions. These are multidimensional 
and should not be made onesided. Problems respective alternatives should 
be solved not with either/or. I propose another voting procedure. Decisions 
put to the vote should be made like in the case of a parallelogram of forces. 
Thereafter two forces affected at one point can be substituted by a sole force 
named the resulting or replacement or total force. This force has the same 
effect as the two initial forces. 

Transferred on decisions of municipal policy, one should look for the rec-
onciliation of interests by clearing different opinions. Instead of pro and 
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contra one includes the minority vote. Two examples may illustrate the con-
text. 

First: Supposing a city council consists of 30 members. They decide the 
price of the entrance of the municipal indoor and open air swimming pool. 
20 councillors prefer 5 Euro, for 10 councillors are 2 Euro enough. A major-
ity voting would lead an entrance price of 5 Euro (with the consequence of 
many dissatisfied residents). Decision-making referred to parallelogram of 
forces looks like: If 20 councillors times 5 Euro are 100 Euro and 10 council-
lors times 2 Euro are 20 Euro, than 120 Euro of 30 councillors result in a price 
of 4 Euro. Hence the majority cannot have everything, and the minority is 
taken into consideration. 

Secondly: The agenda of a city council provides a resolution to change a 
two-way street in a one-way road. Again 30 councillors decide. 20 of them 
want a complete one-way road. In contrary of them 10 prefer a regulation 
of a one-way road with contraflows of bicycles. In that case helps a weigh-
ing with points. The maximum option of a one-way street receives 5 points, 
the intention of road with contraflows of bicycles 3 points. If 20 councillors 
times 5 points are 100 points and 10 councillors times 3 are 30 points, than 
130 points divided by 30 councillors result in a score of 4.33. This number 
of points indicated that the majority should concede a conclusion that the 
one-way street is open for bicycles and further contraflows of supplier-cars 
during times of workdays.

The resultant form the conflicting flied of forces notifies a compromise. 
It reflects the situation of majority and minority of the town. It looks like a 
vision if for instance the mobility of pedestrian, bicycle, automobile, rail-
way and bus traffic depends on the proportion of votes. Or the city council 
weighted percentage of votes which food shall be produced in the city dis-
trict (so called urban-farming) in order to avoid transport costs and external 
diseconomies and to achieve a certain municipal autarchy . 

Both examples are highly charged and seem to be half-baked. One only 
has to think that future mobility in cities is influenced by carsharing, elec-
tric motors and autonomic motoring (in the first case). The decision-making 
in urban-farming (second example) has to observe questions of variety of 
products, assortment of goods, anti-consumerism, free trade and consumer 
choice.

On the whole the decision-making process analogous the parallelogram 
of forces is able to integrate the population democratically. Majorities and 
minorities are conjoint instead of disconnected. The political party, parlia-
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mentary group or municipal deputy which is in an inferior position is still 
engaged or rather still takes part in city activities.

Further reference
Peter Eichhorn, Ohnmacht der Städte, Neue Aufgaben für Bürgermeister und Stadträte, 
Berliner Wissenschafts-Verlag 2014.
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Tax Shifting Decisions of Functional 

Overlapping Competing Jurisdictions’ 

Management  

Mariia Chebotareva,1 Peter Friedrich2

1 Problem

A microeconomic management theory for Functional Overlapping Com-
peting Jurisdictions (FOCJs) is still lacking (Eichenberger, Frey 2006). The 
debates are more directed to FOCJ as an instrument to reform the order and 
the power of jurisdictions in a federal state than on the management prob-
lems of FOCJs. Therefore, a theoretical basis for a FOCJ related manage-
ment theory and management policy should be elaborated.

FOCJs perform special functions. Several FOCJs can overlap in one mu-
nicipality competing for members and clients, and they are jurisdictions 
with the right to levy contributions for the services. Functional jurisdictions 
are used for municipal cooperation and normally appear in public law com-
pany form. For example, in Germany and Austria, they often have the legal 
form of “Zweckverband”. They appear in such fields as water provision, 
health services, education, business promotion. They can be rather big, like 
the European Union or the Bodenseewasserversorgung (water provision 
from Constance Lake for towns in the state of Baden Württemberg), or they 
are small and comprise only a few municipalities providing specific servic-
es, such as a special type of schools.

According to the kind of members, we can differentiate between differ-
ent categories of FOCJ: FOCJ I (with citizens who are members), FOCJ II 
(with municipalities as members), FOCJ III (with municipalities and private 
firms as members) and FOCJ IV (municipalities, private firms, and citizens 
are members) (Eichenberger, Frey 2006). 

The authors deal with FOCJ II and ask the following main research ques-
tion: how can a microeconomic theoretical model for FOCJ II be estab-
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lished which comprises management issues and shows management reac-
tions on taxation and can be used in tax shifting analysis? 

The following sub-questions must be answered:
• Which basic feature of FOCJ II theory must be incorporated into our ap-

proach?
• Which solutions concerning management decisions can be derived?
• How should the authors consider the incorporation of taxation and 

what kind of analysis is feasible?
• How do FOCJ management decisions influence the distribution of the 

tax burden? 
The sections of the article are organised according to these questions.

2 Microeconomic Management Theory of Current 

FOCJ II Activities

2.1 Monopoly

The authors have developed previous models of FOCJ II establishment, cur-
rent activities, and competition for members (Chebotareva, Friedrich 2017). 
In previous contributions (Chebotareva, Friedrich 2017), topics such as dif-
ferent financial conditions, subsidizations, regional conditions and servic-
es have been considered. Here the authors present the model for current 
activities of an FOCJ II providing services X, which are mainly produced 
with material M and labour L. There are demand functions for services and 
fees p to be fixed. The FOCJs must cover variable costs (M*m and L*l) and 
fixed costs K

f
.3 They are self-financing from their turnover, and they possess 

a management maximizing its utility.
The utility function may be imputed through law, statues, and decisions 

by the assembly of members or it may come out of negotiations between 
the decision-making bodies of the FOCJ or dominated by the wishes of the 
board of directors. The authors consider different types of management 
utility functions:
• Type I management evaluates only output positively;
• Type II management evaluates output and labour positively;
• Type III management evaluates only labour positively;
• Type IV management evaluates labour positively, but output negatively.
The analysis focuses on the management behaviour of type II. Moreover, 
the authors tackle two cases to determine the optimal management plan:
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the FOCJ delivers only to its members – monopoly case.
the FOCJ also delivers to non-member clients in competition with other FO-
CJs. Here, for the sake of simplicity a duopoly is considered.
The following Lagrange function shows that the management utility is max-
imized under the condition of cost coverage and of a production function: 
From the first-order conditions of the Lagrange function, the optimality con-
ditions for the optimal management plan of current activities can be found: 
1. The relation of the utility changes stemming from factor variations 

must equal the relation of marginal profit changes resulting from the 
respective factor variation.

2. Fee (p) equals average costs. 
The optimal management solution is illustrated in Figure 1 in point C.

The utility function is reflected in Figure 1 quadrant one by the indif-
ference curves. In the second quadrant the demand curve for X and the re-
spective contribution curve (turnover p*X) is shown. Given X, the turnover 

Figure 1. Optimal decision for FOCJ management
Source: compiled by the authors. 


