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The quality of the public services is the defining issue in Britain today. Now that public expenditure is at last increasing, public attention has turned to improving the delivery of services. The Government maintains that the public sector requires radical reform with the private sector as the fulcrum of change. Failure to embrace reform, it is argued, will leave the public disillusioned, forced to abandon the state in favour of private provision. It is widely accepted that the public sector needs to change. The key question is how, and whether the government’s current plans will be enough to restore confidence in public institutions.

Despite two decades of government antipathy towards the welfare state, surveys still show little public support for the extension of private provision. For the public services were debased during the Conservatives’ years in power. Not only was the state rolled back, it was also forced to submit to a barrage of surrogate market forces. The purchaser-provider split, compulsory competitive tendering, the introduction of private sector management practices – all were part of an attempt to remake the public domain in the image of an inherently superior private one. But this approach only succeeded in eroding the ethos of the public services, and undermined the sense of collective interest that they embodied.

Moreover, the Conservative reforms of the past twenty years did not restore the public’s trust in the state. For Britain’s public services reflect the problems with British democracy itself. The modern welfare state was established in an era of paternalism and deference. Large-scale and centrally driven from the top down, the provision of public services reflected the belief that the gentleman in Whitehall knew best. That public institutions were bureaucratic hierarchies made them unresponsive to public needs. That they were only weakly accountable to the public (through the institutions of local and national government) was rarely a cause for concern. Administrative expertise and the interests of powerful lobbies more than the needs of ordinary citizens informed processes of decision-making. The public simply did not feel that they controlled the services that acted in their names, and felt that they were subjects of a remote authority.

In the 1970s the New Right’s solution to the problem – the market – struck a chord. In Albert Hirschman’s terminology, Exit – the right to purchase a service of one’s choice – triumphed over Voice – the right to vote for a particular service. But although the market had its attractions – among them greater choice – the public was left uneasy. They could see that market forces were entrenching inequality. They could see, too, power being transferred from imperfectly democratic public bodies to even less representative private ones.

Exit triumphed because there was no Loyalty. Citizens did not feel part of, and consequently had no sense of obligation towards, a political community. The priority in the 21st century must be to restore that sense of Loyalty so that Voice – the processes of negotiation and consensus building – can work. Therefore, the need to improve public accountability and equity, and to ensure that services are responsive to citizens’ needs, must guide the reform of public institutions. This will require a shift away from both market forces and a centralised approach towards the direct involvement of the public themselves in the governance of public services. Neither the market nor the elected representatives of local and national government should hold monopolies of power. Citizens must share power among themselves.

The representation of citizens’ views in the budgeting, design and operation of services could take various forms, involving a mixture of providers, professionals, local government, and elected representatives of the public. In higher education for example, trusts could include the LEA, staff and students as well as private businessmen. Similarly NHS boars at both district and regional level could comprise elected representatives of patients along with management and medical staff, and could hold open meetings with the public in town halls. Independent groups (“citizens juries”) – funded by local government – could also be established to scrutinise the provision of healthcare, covering anything from GP surgeries to nursing homes. Similar groups could report on the quality of housing, parks, libraries, museums and sports centres.

In transport, semi-independent public boards – similar to Herbert Morrisons’s London Passenger Transport Board – public-interest companies or non-profit-making trusts could be established, bringing together various stakeholders – private operators, passenger groups, and local government. They would have the power to regulate bus services, plan new tramways and light rail systems, and raise their own finance free from Treasury constraints. Railtrack and other public utilities – electricity, water and gas – could be similarly transformed. (There have already been developments of this sort in the Welsh water industry). Such a framework would improve the transparency of decision-making and allow a greater weight to be given to social, environmental and strategic factors. In the case of London Underground for example, public ownership of this form could have guaranteed a unified structure, and eliminated the conflict between shareholders and the public interest that the current public-private partnership involves.

Training too is characterised by a lack of public accountability. The Training and Enterprise Councils (TECs) are private companies spending public money, but are not responsible to any regulatory body, and are not accountable to the communities they serve. Instead, training services could be funded from local taxation and a levy on business. They would bring together business leaders, councillors, schools, colleges and local banks to coordinate a strategy tailored to the needs of local industry.

Those commissioning services should be able to choose the provider that best meets local needs, whether it be from the public, private, voluntary or not-for-profit sector. Much controversy has surrounded the government’s plans to increase the role of the private sector in public services. There is nothing new here: private subcontractors have long built schools and hospitals. And there is nothing inherently wrong with public-private partnerships. Private-sector innovation can often bring a refreshing change of ideas, giving schools advice on management and leadership skills. But again, public accountability needs to be ensured. The danger is that school governance – just as in higher education – will be biased towards private contractors. Similarly, the problem with the Private Finance Initiative in the NHS is that hospital capacity is planned, not on projections of patient need, but with a view to maximising profitability. In Britain, the notion that property rights also incur duties to the public interest – as is the case in Germany – is weak. Company law dictates that business’ first responsibility is to its shareholders. So, if the private sector is to become successfully involved in the provision of public services, a change in corporate governance will be required. This will ensure that private institutions – and public ones – take into account a broader range of stakeholders.

Greater public participation will also need to be set in a wider context of devolution, reinforced by a written constitution defining the public interest. Power sharing will be more easily accomplished if more representative electoral systems establish coalition government as the norm. Local authorities could then be granted much greater financial autonomy. A local income tax would gain more support than increases in national taxation if citizens felt they had a much greater influence over how their taxes were spent. A much greater proportion of expenditure on education and healthcare, for example, could be funded locally, with budgets decided by local referendum. In Germany the Lander have extensive responsibility for the provision of education and healthcare, and local authorities fund about twenty per cent of total school expenditure. And in Sweden, county councils have direct responsibility for the management as well as the funding of healthcare.

There will never be a single blueprint for the governance of all public services. But a more pluralistic approach should allow more durable compromises between different interests to emerge, and would give change greater legitimacy. If decision-making were made more transparent, its quality would surely improve. Public-sector managers would need to become more skilled negotiators as well as responsive administrators. Councillors would become more obviously the leaders of their communities, encouraging local experiments and helping form networks. (Indeed, Victorian local government shows just what can be done). New institutions will not necessarily be required. The growth of housing co-operatives, credit unions, charities, church groups, environmental campaigns and voluntary work shows that a civil society in Britain is still strong and could be a solid platform on which to build. There will inevitably be problems with a pluralistic and participative approach – not least the danger that powerful sections of society will monopolise forms of representation and that local bigotries will emerge and a more consensual and less adversarial style of dialogue and involvement will have to be learnt.

Change on this scale will certainly be little short of revolutionary in a centralised, pre-democratic state whose Parliament claims absolute sovereignty. But the institutions of social citizenship cannot be reformed without the extension of political citizenship first. It is time the British state governed through its citizens rather than over them.       

