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Introduction


Markets have been a key motif of British public sector reform for the past two decades. Doctors and teachers, previously masters of their domain, are now subject to a vast array of market incentives, from league tables and test-scores, to competing for patients and pupils. Both private money and private providers are increasingly used in education, and elderly care - sometimes to help finance investment, other times to provide outsourced labor, and even to run privately owned institutions competing with the public sector for public money. Wherever one looks at the current public debate over the social services, from foundation hospitals, to school ‘academies’, or Public / Private Initiatives, one sees the shadow of the market. Yet despite the current salience of market reforms, academics retain a simplistic understanding of how markets function, and in particular, who they benefit. This paper argues that markets can be constructed in multiple manners, benefiting very different constituencies. Consequently, far from being a universal ‘bad’ or ‘good’, depending on one’s predilection for systems of incentives, markets can serve the interests of different actors depending on how they are constructed. We shall see in this paper that the Conservatives and New Labour have both employed markets in public services but that they have done so in dramatically different ways, designing them so as to enhance their own electoral appeal and advance their own policy goals.   

Much of the existing literature on market forces in public services reform falls into one of two approaches. The first argues that markets are efficient and uniformly beneficial to the structure of public services. For these scholars and activists, markets replace an inefficient public sector with a more responsive, efficient, and high quality mode of production (Savas 2000). Many of the proponents of more radical market reforms under the Thatcher government promoted markets as a good in themselves – promising all good things would go together, from cost-saving to higher quality (Butler et el 1984, Sexton 1987). Less ideologically charged promotion of markets often takes a similar form, with the decision of governments to ‘make or buy’ following from the functional character of the good – markets will deliver certain benefits where they can be introduced (Preker and Harding 2000). For proponents of the market, all markets are equal and all markets are good.


Critics of market reforms take a different approach to understanding the value of markets. For these scholars, the market is inefficient and inequitable in public services, and a move to the market will benefit the few at the expense of many. Scholars examining education, health, and other services argue that competition will not only erode the quality of the service, funnel profit to private actors rather than citizens, and exacerbate social inequity but that it can also undermine democratic values and the social fabric of the community (Levin 1992, Suleiman 2003). These arguments emphasize the key role of commercial interests and neo-liberal ideology in promoting market forces, arguing that market forces in public services serve no functional purpose (Pollock 2004, Leys 2002). Like the proponents of market forces, though, these scholars and advocates often rely on relatively simple views of what markets are and why they are introduced.

When we look at the evolution of markets in Britain, there is much more diversity than these approaches would suggest. When the Thatcher government introduced markets in the national health service (NHS), the introduction of competition actually empowered the central government to set objectives and control the system, whereas markets in elderly care undercut the power of the state and enhanced the position of private firms, and markets in education created competition to respond to the wishes of middle class parents. The structure of competition and its effects varied significantly across these cases. Equally, while Labour has continued to develop market forces in public services, they have done so differently to the Conservatives – promoting more competition around patient choice in the NHS, more state control in elderly care, and a move towards enhancing the role of the government – not just parents – in education. 

This paper will argue, in contrast to both proponents and critics of markets in public services, that markets are not just a way of improving efficiency or a sign of ideological hegemony - rather they are a tool that can be structured differently and used to different ends. Markets in public services vary in significantly in how they structure incentives that shape how people consume services and how people produce services. These differences can be harnessed in the reform of services to empower different actors, and create different winners and losers. In particular markets can be structured so as to provide greater control over decision-making to the state, to private firms, or to consumers. 
Consequently, markets can be attractive to parties on both the Right and the Left. While markets are ideologically attractive to Right parties, they can also be pragmatically important. Contemporary welfare reform is characterized by pressures that mediate against cutting spending or reducing entitlements, in part because only a diffuse group of voters benefits from these cuts and more concentrated recipients’ groups are organized against reform (Pierson 1996, 2000). Markets can offer a way of reshaping the playing field around services, fragmenting support for the welfare state or building support for the market, which opens the door for more radical reform. Equally, though, markets can be a tool for supporters of the welfare state. While the Right is constrained in cutting spending and entitlement for electoral reasons, the Left is constrained in enhancing benefits and equity solely through spending. The era of ‘permanent austerity’ hits public services particularly hard, because more demanding consumers are less satisfied with uniform or low quality services (Pierson 2000). Markets that create more ‘value for money’ or improve quality, offer a way for the Left to maintain support for a publicly funded system within this constrained environment. Markets generically then, are a tool that can be attractive to the Right and the Left – but the Right and the Left will build markets differently to achieve different ends. 


This paper will first examine how markets vary and why they vary. In particular, it stresses that markets differ in terms of whether they allocate services in a uniform or individualized manner and whether they provide control over production to the state, to firms, or to consumers. The paper then turns to examining the process of market reform in health, education, and care for the elderly, demonstrating that different market structures were introduced in each policy area by the Conservatives and Labour. In order to understand these differences, we need to look both at partisan preferences and at the way the institutional structure of the service mediates these preferences. We shall see that both parties chose reforms to advance their ideological and electoral ends and that, in practice, this meant that although both parties introduce markets in all three services, these markets appear distinct and often have countervailing effects. 
Making Multiple Markets 
Before we examine how markets differ, it is worth considering their essential commonalities and how they differ from other generic forms of organization like hierarchies and networks. The chief structural feature of all markets is that they influence behavior by manipulating incentives. These incentives, in their general form, mean structuring the costs and benefits of engaging in behavior in such a way that the designer of the market achieves their optimal outcome, whether that be reduced overall cost or maximum social utility. ‘Getting the incentives right’ could be done through the price system in the neoclassical model of the market – allowing prices to equilibrate demand for, and supply of, a particular service. More complicated measures include structuring the ease of entry and exit into markets, so as to affect the level of competition, or reducing information asymmetries so as to provide users of services with a more transparent picture of relative performance. Whatever precise techniques are used, this general market method differs substantially from hierarchical ‘command and control’ systems, where a central agency defines processes and outcomes, and from a ‘network system’ of management, where users and providers operate on the basis of mutual trust. However, within the context of market delivery, particular configurations of incentives lead to very different forms of market.
Markets in public services vary along two dimensions, how they allocate benefits to citizens and how they structure control over production among the state, citizens, and producers of services. First, markets differ in how they shape the balance between individual and collective responsibility; market reforms may directly or indirectly privatize responsibility and shift costs onto individuals, thereby using market mechanisms to allocate services to individuals. Market forces may be introduced that make individuals more responsive to the ‘price’ of a good (e.g. through copayments, or fees) or create new costs of accessing high quality goods (e.g. by relaxing regulation on access). By contrast, competition among producers may be accompanied by a robust financial and regulatory structure that maintains strong collective guarantees, meaning the risks and costs of accessing high quality services are spread across everyone and not borne by individuals. Thus allocation can be universal or individualized.
Second, markets vary in who controls the incentive structure for producers – in other words- who calls the shots over how services are produced.  At their core, the introduction of market forces in the production of welfare services is fundamentally about reshaping incentives in the production of services. But who sets these incentives? The state as the buyer of services or users who consume services but pay only indirectly? Moreover, can the state or the user make the producer respond to their preferences? Because there are multiple principals (the state and user) to whom the agent (producer) should respond and because public services are complicated and difficult to specify, there are multiple ways market incentives in the production of services may be specified. Where competition is introduced through contracts from the state as a buyer of services and the contracts are well specified and monitored, producers will compete to respond to the preferences of the state as a cost-sensitive purchaser. By contrast, where competition is introduced among producers for user choice (e.g. through a voucher) and users have the ability to exercise this choice, producers will compete to respond to users who consume services but do not directly pay for them. Finally, where contracting or choice reforms are poorly specified and monitored, it is the ‘agent’ and not the ‘principal’ who maintains control – and competition may empower the producers of services to seek rents or profits without responding to the preferences of either the state or users. 
Table 1: Different Forms of Markets

	
	
	Who Sets the Market Incentives? (Production Dimension)

	
	
	State
“Efficiency Aims”
	Individuals
“Quality Aims”
	Producers 

“Profits and Rents”

	Responsibility for access

(Allocation Dimension)
	Collective
	Managed Market
	Consumer Driven  Market
	Pork Barrel Market

	
	Individuals
	Austerity Market
	Two-tier market
	Cost Cutting Market



Differences in the degree of market incentives on the allocation dimension and the structure of market incentives on the production dimension, lead to different forms of market structures. ‘Managed Markets’ and ‘Austerity Markets’ lead to greater state control over production, leveraging the state’s power as the payer of services to force producers to be more responsive to costs, efficiency, and performance. However, this form of competition comes at the cost of professional autonomy and citizen control. By contrast, ‘Consumer Driven’ and ‘Two Tier’ markets can offer users more control, allocating money to producers based on individual choice and forcing providers to compete through responsive and high-quality production. However, this has potentially inflationary outcomes as producers respond to cost-insensitive users and it can lead to fragmentation of control. Finally, absent clear specification of outcomes or monitoring, the introduction of ‘Pork Barrel’ and ‘Cost Cutting’ markets effectively delegates control to producers, giving them residual power to produce public services in line with their private goals. For each set, markets also differ in whether individuals are more responsible for procuring high quality services. The combination of differences in how services are allocated and produced leads to six qualitatively different ‘ideal-types’ of markets, which not only restructure traditional bargains over who gets what and who pays for it, but also over who makes decisions over how services are produced, what type of services are produced, and how the costs of benefits of production are distributed. 

These differences matter not only in terms of basic incentives over the production and consumption of services, but also in terms of how power is allocated in the system. Markets redistribute power in the system; however, this occurs differently across differently types of markets. The production dimension determines whether the state, firms, or consumers, have more control over how services get produced. The allocation dimension determines whether the outputs of services are distributed uniformly or not. By tweaking market structure, parties can thus target the reforms to create particular sets of winners and losers in a manner that best benefits their constituents. The next section lays out what these party preferences look like and how particular types of markets may be more or less suitable in terms of achieving this aims.
Politics of Market Reform 

The previous section analyzed how markets vary. However, this leaves us looking at a more fundamental question. Why do markets vary? What leads different actors to produce different types of markets? In the British case, we see the Conservatives introduce a market built around well specified contracting and greater individual responsibility in health care (Austerity Market), greater consumer choice but also fragmentation across consumers in education (Two-Tier), and two different types of poorly specified and monitored markets involving private firms in elderly care (from Pork Barrel to Cost Cutting). Moreover, New Labour has moved to expand choice and the collective guarantee of care in health care (Consumer Driven), enhanced contracting in education (Managed Market) and layered on some more control and inspection on the structure of elderly care (Managed Market). What explains this variation across policy sector and time?  In order to understand market variation, we need to examine whether right-wing or left-wing parties are in power and how the institutional structure mediates their preferences.     


Beginning in the 1970s and gaining steam during the 1980s, the Conservatives had a strong preference for more private entrepreneurship and reduced state spending in Britain. In all areas of public services, proposals for both privatization of financing (moving along the allocation dimension) and privatization of provision emerged on the agenda. However, these ideological preferences had to be balanced against each other – as not all market proposals promised cost cutting – and against an electorate that was broadly supportive of the structure of many major services.

New Labour faced a different set of trade-offs. Traditionally, Labour has had a strong preference for providing comprehensive services within the public sector.  Moreover, far from a constraint, electoral support for the welfare state is a major asset for Labour – as they ‘own’ the issues of the NHS, and to some extent the education system, as well as other aspects of the welfare state. Labour’s core preference then is to maintain this public support for the publicly funded system and themselves as guardians of it. However, demands from citizens, in particular middle class citizens, often run up against an undifferentiated system of service provision. At the same time, there are increasingly greater constraints on public spending, for example, Gordon Brown’s ‘Golden Rule’ preventing net fiscal deficits over the business cycle. While initially more reticent about markets, Labour has been willing to use them as a tool to appeal to voters or tackle specific problems in the system, but has had to balance this move against their desire to maintain public support for an equitable and broad based system. 

The precise nature of this trade-off is mediated by the institutional structure of particular services. There are two ways services vary – who they are provided to and how they are provided. Firstly, services may be provided to everyone (universal) or provided only to people based on need or some other factor (residual). In England, health care and education are universal services, meaning all citizens have access to publicly funded services. By contrast, care for the elderly is a more residual service, with public funding being limited to individuals based on a relatively restrictive means test. Universal services are highly electorally salient, as they apply broadly to all citizens. This can be an opportunity or a constraint – as a high salience service gives a party the opportunity to claim credit and make broader appeals. However, it can be a constraint in pursuing reforms that would target costs on the electorate. 

Secondly, even where services are universal, they may be uniform or fragmented, meaning all citizens may receive the same care services (uniform) or that there may be differentiation across schools, hospitals or care homes. In England, the health care service is uniform, there is one NHS that provides similar benefits to all citizens. By contrast, in the education system there are some selective schools and some non-selective schools, some religious schools and some local authority schools – in short, there is differentiation in the type of education offered within the universal system. Where services are universal and uniform, it is simple to create benefits that appeal to broad groups of citizens and politically costly to introduce benefits targeted to particular groups. By contrast, where services are already narrowly provided to a particular group or where fragmentation exists within the universal system, it is simple to target benefits to a particular sub-group and may be costly to create broad based appeals.

These two aspects of the structure of social services offer different tradeoffs to the Left and the Right. First, for the Right, more universal structures limit their ability to pursue radical privatization of financing (allocation dimension) or reforms that would target benefits to firms at the costs of users of services (producer based reforms). By contrast, where services are more residual the Right is less constrained, and can introduce reforms that allow more private firms – even at the cost of the public. 


Within universal services, more fragmented structures offer the Right greater ability to target benefits to constituents and create broad based appeals for more market forces through markets built around greater choice, because these will allow differentiation to develop while also creating targeted support for the market. By contrast, reforms built around consumer choice will be less attractive for the Right within uniform systems, as these risk cost inflation or being ineffective absent a large amount increase in funding to expand capacity. Moreover, such reforms will tend to buttress support for the public system rather than creating support for a more diverse, private system. Where the system is more uniform, the Right may prefer to target their efforts outside the public system or through contracting – both of which allow it to directly introduce market forces without the risks of cost-inflation. 
By contrast, the Left faces a different set of tradeoffs. For the Left, enhancing the viability of universal systems is a higher priority – as these are a major electoral asset. Within universal systems, markets built around consumer choice are more attractive where the system is uniform. In this case, the Left may be more willing to build a consumer orientation in the public system, as there is less risk of segregation and these reforms offer the chance to enhance support for the public system. By contrast, where the system is highly fragmented, a consumer driven approach risks aggravating existing differences and further fragmenting support for the public system or equity enhancing measures. In this situation, the Left prefers markets built around well specified contracting that allow it to achieve its goals directly, without the risks of segregation but also without the benefits of broader public appeal. As the Left benefits from a universal structure of provision, movement along the allocation dimension is less attractive, since it looks to fragment support for the public system. 
The NHS and the Politics of Health Care

The British National Health Service is often taken as the archetype of a public health care system – given it has a single payer and primarily public provision.
 However, in many ways, the NHS is unique in its structure and origin. Unlike most Western countries where health benefits were gradually extended, the NHS was erected as universal health care system through a single major act in 1945. While important reforms to the NHS occurred in the mid-1970s, by the mid-1980s the overall structure of the NHS was similar to its post-war structure. Over 85% of expenditure was publicly financed and most hospitals were publicly owned. General practitioners (GPs) had the status of independent contractors but worked primarily for the NHS. Technically, the organization of the NHS was highly centralized, but in practice, the system operated along more decentralized lines. Regional units were responsible for running the system of care in their area, and professionals maintained a high degree of autonomy over clinical issues, management of hospitals, and remuneration. Alongside the public sector, a small parallel private sector existed, which offered many of the same services as NHS to privately funded patients, and was staffed in large part by the same physicians who worked in the NHS.
  Thus the NHS was a relatively uniform health care system providing universal access, but one with strong local centers of control and some competition from a parallel private sector
While the Conservatives had long supported public involvement in the health care system, there was a movement in the party under Thatcher to supporting more private alternatives in both the financing and provision of services. However, the party was also under heavy electoral pressure to maintain the NHS; Thatcher was forced to repeatedly promise that the ‘NHS is safe with us.’ The universal structure of the NHS limited radical privatization of financing or provision, as the electoral costs of a move along these lines were too high. Equally though, the uniform structure of the NHS meant consumer driven markets would risk across the board cost increases without delivering targeted benefits to the party. As a result, the Conservatives responded by introducing an Austerity Market built around enhanced state control through purchasing and a small increase in individual responsibility. This market allowed them to gain control of the NHS and defuse public pressure for spending, without the electoral risks accompanying a producer controlled market or the spending risks of a consumer controlled market. 

Labour faced a different set of tradeoffs. The NHS had long been one of Labour’s biggest electoral assets and the party supported an equitable health care system free at the point of delivery. As a result, Labour has traditionally aimed to maintain the universal and uniform nature of care. However, the presence of a parallel private sector offering wealthier citizens an exit option, posed a challenge to Labour. In order to maintain public support for the NHS, Labour needed to avoid mass ‘opt-out’ of the NHS for the private sector. The universal and uniform structure of the NHS, has enabled Labour to make broad based appeals to citizens through the NHS. Unlike the Conservatives, Labour has introduced Consumer Driven markets as a way of making a cross-class appeal to citizens through the NHS in order to bolster their support for it.

Conservative Reforms – The Internal Market 

The first two terms of the Thatcher administration, did little to alter the basic structure of the NHS. However, there was growing discontent with the Tories among health care professionals and, increasingly, the public, with both the media and opposition MPs regularly leveling claims of that the Tories were purposively underfunding the NHS (Klein 1995). 
 Between 1983 and 1987 the number of citizens expressing dissatisfaction with the NHS grew from 27% to 46% (Klein 1995). The pressure on the government reached a peak in 1987, when the combination of a winter waiting crisis and open criticism of the government by the presidents of the three of the Royal Colleges of Physicians led to repeated claims of underfunding.

However, the growing pressure on the government for spending clashed the Conservative elite’s diagnosis of problems. By the mid-1980s there was a growing consensus within the party that significant reform of the NHS was necessary. While the central government as a ‘single payer’ for health care had relatively strong control over overall spending, there was little formal management of the system, little integration of clinical decision making and resource allocation, and weak systems of internal accounting in hospitals.
 Conservative intellectuals in influential think tanks offered a range of critiques of the NHS, focused on the lack of financial incentives and innovation in the NHS.
 Moreover, Thatcher herself was convinced serious inefficiencies existed in the NHS, taking as evidence the variations in quality and cost uncovered through the development of performance indicators in the 1980s (Interview, Senior DH official, December 2004).

In light of these competing pressures from the public and within the government, the stage was set for a more fundamental review. On January 25 1988, Thatcher, during an interview on the television news program Panorama, made a surprise announcement that the government would conduct a full-scale review of the NHS.  In so doing, the Conservative leadership had to balance their own basic programmatic preferences for more incentives for efficiency and managerialism within the NHS, with on one hand demands for more radical privatization coming from parts of the party and on the other hand strong public pressures for more spending and support for the NHS.  

Following this announcement, Thatcher convened a special cabinet group to review the NHS, which she chaired herself.
 In contrast to earlier NHS reforms – including its creation – the group worked on their plans with little consultation with the BMA or Royal Colleges. This exclusion was purposeful, with Thatcher clearly stating her desire to the put the ‘customer’ (not the producer) at the fore (Giaimo 2003).  In 1989 the government introduced its key policy document on the future of the NHS in the White Paper ‘Working for Patients’ (WFP). 

The actual reforms introduced in the 1990 NHS and Community Care Act in fact did little to ‘Work for Patients’ and instead introduced a blueprint for change that involved little choice and much use of market mechanisms to enhance state and managerial control.
 The market was primarily an internal market – meaning it involved competition among public actors.
 However, it did substantially change the way that hospitals and physicians acted, to mimic a particular type of market.  In the language of this project, these reforms introduced an Austerity Market, built around increasing competition through state contracting while also increasing individual responsibility for consuming services.

On the production dimension, we see a movement towards enhancing competition among hospitals to appeal to the preferences of the state.  The core concept driving the internal market was the purchaser-provider split– which involved creating new health authorities responsible for purchasing care but not actually providing it.
 The reforms created two new sets of purchasers. First, District Health Authorities (DHAs), which were regional organizations that would receive a fixed budget with which to purchase hospital care for patients in their districts. Second, a new category of purchasers was created through groups of general practitioners (GPs). These GP fundholders (GPFHs) were voluntary organizations of GPs, who would receive delegated budgets with which to purchase care for their patients from the hospital of their choice. 

On the provision side, hospitals and GPs would receive more autonomy and responsibility for the provision of care. Hospitals were given the opportunity to be transformed into ‘NHS Trusts,’ giving them with greater operational autonomy over financing, staffing and human resources, and the organization of services. Within the hospital, managers gained significant control, with WFP proposing decentralizing highly controversial issues including borrowing, budget responsibility, and setting pay and conditions of staff directly to the hospital management. The reforms also introduced several other changes, including the extension of a medical audit which increased hospital inspection and review, and changing modes of professional payment. 

While WFP contains a heavy rhetoric of patient choice and consumerism, competition was not structured around these choice and these ideas were primarily limited to the rhetorical level. Indeed, one senior official at the Department of Health and involved in the WFP process stated: “the reforms were never about choice” (Interview, former DH Senior Official, May 2004).  This was echoed in an evaluation of the reforms by the OECD, who found no real expansion of patient choice (OECD 1994). Indeed, many of the proposals suggested a move in the opposite direction. The pre-1989 system of cross-boundary payments meant that GPs effectively had the ability to refer patients to any hospital, including those across district boundaries. The introduction of greater contracting meant that only GPs outside of DHA contracting (i.e. GPFHs) retained this power, implying that for most cases money followed contracting choices rather than GP or patient choices. The system of ‘extra-contractual referrals,’ which allowed physicians to send patients to a hospital outside of their region, was limited and was discouraged due to higher costs (Ghodse 1996). The overall logic of competition put hospital competition for contracts in a central position, focusing them on financial issues with less overt attention to quality. 

The contracting process increased – rather than decreased – the role of the state as the purchaser. Although there were some initial weaknesses in developing purchasing, several features of the structure of central regulation and monitoring meant that even in these weakly contractual situations, the position of the public purchasers and the state remained strong. Most importantly, the regulatory environment surrounding the introduction of the ‘internal market’ meant that hospitals had a strong incentive to follow purchasers’ preferences for cost efficiency. For instance, the newly empowered Trusts were required to introduce average cost pricing (meaning hospitals could not freely set their prices) and were limited in how excess revenues were spent.. All hospitals were required to comply with new performance reporting requirements, and to maintain hospital non-executive boards that included business leaders. In terms of oversight the reforms moved towards increasing the role of inspectorates, extending a Medical Audit to examine quality and clinical practice and allowing the Audit Commission further ability to examine aspects of medical performance.

However, it is not just that the state maintained control through the regulatory structure; the structure of competition also enhanced the control of the state. The reforms created lines of upward accountability to the state that replaced the old local and professional system of control with a system where incentives and control went from doctor to the hospital management, from the hospital to the district, and the district to the government. Indeed, in spite of the weakly developed contracting capacity within the DHAs and the GPFHs, the overall ability of the state to structure incentives that cascaded through the system and down to the level of physicians grew considerably.  As a result, control rights were still held by the public purchasers and when scandals and problems arose the state had the ability to quickly reassert control. In forcing hospitals to compete for resources and in clarifying the process through the new system of contracting, the state was able to build significant control over the system. 
This increase in state control through market reforms was paired with a slight movement towards more individual responsibility on the allocation dimension. Thatcher explicitly rejected introducing a direct increase in patients charges or fees in WFP, yet there had been several reforms introduced through the 1980s that increased patient cost-sharing.
 Moreover, the market reforms slightly increased the ‘implicit’ costs to individuals of procuring high quality services through the introduction of distinct new categories of GPFHs. GPFHs had greater direct resources at their disposal to serve their patients, meaning there was a potential inequity between patients who had access to GPFH and those who did not.

While competition was initially quite limited, taken together, these reforms used contracting and structured incentives as a way of increasing the power of the state in steering the system, and in so doing, created a classic market structured around state control.  What emerges then is a new structure of production, in which competition destabilized conventional modes of production and allowed the state as a purchaser to structure incentives through the system and down to the level of the physician. When combined with slight movement towards greater individual responsibility the overall logic had the character of a weak ‘Austerity Market’ and this logic of competition remained central to British health policy until 1997. 
Consumer Controlled Markets – Labour’s Response

In opposition, the Labour party maintained a highly critical attitude towards these reforms, and its 1997 manifesto featured a commitment to ‘abolishing the internal market’ in health care. When elected, the new Labour government began an aggressive strategy to tackle underperformance in the NHS through central direction; however, in contrast to the rhetoric of ending competition and abolishing the internal market, much of their initial policy was layered onto the existing market structure. 
 Initially, Labour began to move towards the phasing out of GPFHs and moved towards longer term contracting in the health care sector,
 but it maintained the very features of the internal market that enhanced the position of the state as a purchaser of services. These features included the core principle of splitting purchasers and providers, and the system of managerial autonomy and accountability within hospitals. As a result, new regulatory and ‘command and control’ measures to tackle problems with quality and underperformance were layered onto the existing market structure rather than radically transforming it.
 Far from representing a radical break with the past, the logic of the state driven market enabled this approach, increasing the power of the state as a purchaser to set incentives over the production of goods and services. 

However, these initial reforms were introduced with only limited additional funding for the NHS. In an attempt to gain fiscal credibility with the electorate Labour had promised in the 1997 election to maintain the Conservative party’s overall spending targets for their first two years in government. This promise meant that at the outset the limited additional NHS spending was aimed at managing public discontent with the health care system, with the rather unambitious short-term goal of averting a winter flu waiting list crisis (Interview: Senior Politician, June 2005).  

By 1999 though, it became increasingly clear to many people working in government and advocacy groups around health care that centrally driven policy alone was not achieving the range of desired results. Politically, there was a growing dilemma for Labour. The Labour party had staked serious political credibility on health policy and the failure of the initial policy to address concerns over waiting times and hospital quality began to translate into new electoral pressures.
 

 These short-term political issues were matched with a longer-term political objective. The Labour party has traditionally ‘owned’ the issue of the NHS, and widespread public support for the NHS constituted a strong political asset for the party. At the close of the 20th century, citizens’ were once again beginning to ‘vote with their feet’ with a growing number of citizens opting out of the NHS and ‘going private’ (The Guardian, December 2, 2001).  Public dissatisfaction with the NHS not only hurt Labour’s electoral credibility, middle-class ‘opt-out’ into the private sector threatened to erode longer term support for the NHS and the party. While Labour’s initial promises over public spending and standards had been central to courting the middle class in the 1997 election, a health service that appealed to middle class quality standards was perceived as necessary to maintain longer term support.

These political motives mixed with programmatic concern.  Problems of quality, access, inter-physician variation, and most importantly, waiting lists, remained. However, the existence of a parallel system made it difficult for policymakers to address problems like waiting lists in the NHS. Many NHS doctors worked part time (often in NHS hospitals) in the private sector at a higher return to the NHS, meaning their lucrative private business was dependent – to some extent - on the failure of the public sector to adequately provide for patients. As a result, physicians were perceived as having an incentive to allow long queues in public sector in order to support demand for the private sector. Labour saw this feature as a challenge to achieving their policy goals, making it difficult to reduce waiting lists in the public sector.  As a senior political advisor to the Secretary of State for Health Stated ‘The challenge was to create a labour market […] in order to secure the NHS we had to challenge the ability of doctors to funnel patients to the private sector” (Interview, Senior Political Advisor, July 2004). The private sector constituted both a political and a programmatic threat to Labour – challenging their ability to achieve reductions in waiting times and improve NHS quality and offering middle class citizens an easy exit option from the public system. Labour saw a need to both reorient the system to achieve higher quality, efficient care while also appealing to the broader public through health policy. 

In order to approach this challenge, Labour’s leadership began to accept the critiques from within the medical profession that that the NHS had been chronically underfunded and required a major extension of public expenditure to improve. This diagnosis was matched with willingness to follow through on its implied solution, and leadership in Number 10, the Treasury and the Department of Health agreed to a massive and unprecedented spending drive aimed at pulling England up to the European average of health expenditure by 2004.  Planned public expenditure increases grew by a third between 2000 and 2005 (DOH 2000). Following the decision to shift investment strategies, the department conducted a major and intensive evaluation of the NHS to ensure the money was spent efficiently in order to achieve Labour’s goals. 
 

 This reorientation opened the door for a changed relationship with the private sector and greater use of market forces.  The government has not engaged in a single moment of market making similar to the WFP reforms; however, they have expanded the scope for market incentives and private actors in a significant and sustained manner. Since 2000, the Labour government has increased the use of private finance to construct hospitals and primary care centers, moved towards expanding the role of the private sector (both foreign and domestic) in providing NHS services, changed the system of hospital payment to enhance competition among hospitals, introduced legislation to expand the autonomy and ‘corporatize’ a number of public hospitals, and increased patient choice. Despite the diversity of these reforms there is logic to the evolving health care market, and this logic looks different from the early internal market of the Conservatives. 
Labour has focused on developing a Consumer Controlled market, using incentives built around competition for consumer choice to shape the production of services, while at the same time eschewing reforms that would increase individual responsibility for consumption.  While much of popular media reports and academic analyses of Labour’s market reforms have focused on the use of private finance for the construction of hospitals and the introduction of greater hospital autonomy, when these elements are placed in the context of broader Labour policy we see a logic of expanding capacity in the public sector and offering patients choice, which has trumped the other modes of reform. 
Firstly, Labour has increasingly reformed the mode of financing hospitals and care centers to actually introduce the principle of ‘money following the patient.’
 Although patient choice has only been extended for a small number of services and will likely remain relatively limited in practice,
 the new ‘payment by results’ (PbR) system, introduced in part in 2005, uses an activity based payment system for hospitals and clinics built on a single national tariff.
 Hospitals and other providers will receive an increasing portion of their finances based on how much they produce, rather than receiving fixed cost and volume budgets. If they see more patients they receive more money – the amount of financing is linked to the amount of activity and the type of activity.
 Thus unlike the claim of the WFP reforms that money followed the patient but in fact followed the preferences of purchasers – the logic of the choice and strong financial incentives means in these reforms money does follow the patient and creates incentives for more activity. 

Secondly, this expansion of choice has occurred alongside increased government contracting with private – for-profit – providers. This contracting has taken a number of forms, the most prominent involving competition to establish and run private clinics aimed at providing a range of common clinical services (e.g. cataract surgery, hip operation).
 While the development of Independent Sector Treatment Centers (IS-TCs) clearly involves the use of purchaser contracting, the funding of these centers is integrated into the overall scheme new payment system and is linked to patient choice. As a result, contracting does not overtly involve competition on price because the use of the standard tariff meant prices were fixed.
 Most of the new IS-TCs are run by foreign companies using foreign physicians and are reimbursed based on the standard tariff, meaning that the IS-TCs effectively bring private capacity to NHS rather than competing against it.
 This distinction is important, because it extends the logic of choice based competition in the NHS rather than replacing it.

The same features can be seen in other highly contentious areas of Labour reform. For instance, the use of private financing of capital expenditure for health care facilities. The Private Finance Initiative (PFI) involves the use of long-term contracts with the private sector, where private firms invest in the construction of facilities and then receive a contract for the running of the facilities management.  This approach was first introduced by the Conservatives and, despite their criticism in opposition, Labour has rapidly expanded the use of PFI. Over the first seven years of Labour’s term, sixty-four hospitals totaling 8.3 billion pounds have been built (or are in the process of being built) and there has been further use of PFI in primary care (DoH 2004).
  Labour’s use of PFI was initially largely pragmatic, motivated by a desire to keep borrowing to keep funding off the books and to avoid the limitations created by public sector borrowing requirements (Interview: Senior political advisor, December 2004). The use of PFI has been one of the more contentious parts of Labour policy, with critics arguing that it provides the private sector with sweetheart deals and few real obligations (Pollock 2004)
 While the evidence on this front is mixed, PFI has considerably added to the capacity of the NHS, providing a range of new hospitals. 

While the principles of competitive allocation in the system follow all three principles - choice, using contracting (commissioning) to increase the role of purchasers, and contracting that increases the power of the private sector – in practice, the logic of choice and competition based on appealing to patients trumps the others. The basic structure of financial allocation and the use of contracting and private finance as a support for the NHS, demonstrate a logic of enhancing capacity and quality in the NHS. It is important to note though, that these reforms have occurred against the background of the earlier Conservative reforms, which considerably strengthened the position of the state. As a result, the mechanisms for central direction and control remain strong, and indeed, have been a central component of Labour health policy. 

Finally, in the area of allocation, we also see a distinctive approach. Although the Conservatives only moved marginally towards greater individual responsibility – Labour has move much more significantly away from this. The most obvious method is in the area of financing, through an infusion of expenditure on the NHS. Labour has not introduced significant new patient charges, and has reduced some of the reforms introduced by the Conservatives that promoted private insurance.
 
While there is some danger in imposing too much structure on Labour policy that has unfolded more unevenly, we can see a logic of reform that has focused on increasing capacity in the NHS and emphasizing improvement in quality. The use of market forces has been less focused on costs than on improving the NHS as a way of appealing to a broad base of constituents. 

Politics of Health 


Why did the Conservatives to turn to an Austerity Market when Labour turned to a Consumer Controlled market? Why did the early NHS reforms introduce fewer changes on the allocation dimension, despite Conservatives stated preferences for more private responsibility?  This question is particularly relevant as the Conservatives pursued a consumer orientation in education policy (1988) and greater producer orientation in elderly care (1989), whereas Labour has been more reticent about choice in education and care for the elderly. 

The NHS was – and is - a universal and relatively uniform service, offering similar and comprehensive benefits to all citizens. This feature meant that the Conservatives were highly constrained in terms of their action. Although Thatcher and her advisors initially examined the possibilities of introducing tax breaks for private insurance and greater individual payments, these suggestions did not make it past Cabinet discussions because they were seen as both politically and economically costly (Klein 1995).
 

Equally though, Conservatives were constrained in how they reformed the supply of services. Introducing elements of a producer driven market, as they did in elderly care, had electoral risks, whereas a consumer driven market risked increasing expenditure or further drawing attention to the lack of capacity in the public sector without delivering a tangible gain to the Conservative. Although the language of ‘money following the patient’ and consumer choice was crucial to the reforms, even in the public rhetoric there was uncertainty on patient choice. Thus the Secretary of State for Health, Kenneth Clarke, stated “If we were to introduce a true market – even insurance based – we would produce very well paid doctors and a very expensive system, but I doubt we’d produce any more quality. General practitioners and health authorities are much more informed customers of services than any patient” (BMJ Volume 301). Greater consumer choice was potentially inflationary and difficult to introduce, and in contrast to the education sector, it offered few direct gains.  Conservative constituents were increasingly turning to the private sector – something the Conservatives supported – a situation that further decreased the gains from targeting large portions of funding to bring them back to the public sector. Thus a radical improvement of the NHS offered little to the Conservatives, but, equally, radical privatization was off the table for electoral reasons. 

Thus the Conservatives’ preferences for more private alternatives were heavily constrained by the design of the NHS. Margaret Thatcher, speaking on the NHS reforms in her memoirs said: “If one were to recreate the Nation Health Service, starting from fundamentals, one would have allowed for a bigger private sector – both at the level of general practitioners and in the provision of hospitals; and one would have given much closer consideration to additional sources of financing for health, apart from general taxation. But were not faced by an empty slate” (Thatcher 1993). 

Given these institutional constraints, the Thatcher government moved towards a less optimal set of reforms, introducing market forces aimed at efficiency and improvement within the public system. These reforms aimed to challenge the structure of medical corporatism and increase the scope for managers and financial management, thereby defusing blame for the short run problems the government was facing while shifting the political debate away from the level of spending and towards issues of efficiency (Giaimo 2003, Ham 1997). 
By contrast, the uniform and universal benefit structure enabled Labour to pursue its aims of enhancing the quality and support for the public system through market reforms, while also claiming credit. The uniform nature of the system meant that Labour was able to introduce more choice within the system without fragmenting support for it. 

Labour’s redefinition of the NHS as a health care system ‘free at the point of delivery,’ and its increased willingness to challenge the autonomy and exclusive position of NHS professionals does demonstrate an important shift from their stance towards the NHS in the 1980s (DOH 2004). Labour has increasingly become unwilling to identify the welfare of NHS with welfare of workers in the health services, and many in the Labour elite have come to see the NHS as primarily a financing mechanism rather than a system of provision. However, their goals with respect to the NHS also differ from the Tories – with Labour’s overriding goal being to support the NHS as a universal and high quality system. As a result, it has used the opportunities embedded in the uniform structure, to build broad based appeals aimed at linking the middle and lower classes together in their support for the NHS. Consumer Controlled markets have constituted one strand of this approach. Labour has been able to build on the benefit structure to extend choice more broadly, something that until recently, they have been more reticent to do in the education sector.  

Reforming Primary and Secondary Education
When the Thatcher government assumed power in 1987, many aspects of the British education in the mid-1980s bore a strong resemblance to war time origins. The modern structure of British education was laid out in Conservative politician, Rab Butler’s, 1944 Education Act. The 1944 act established universal secondary education and raised the school leaving age to 15,
 laying the groundwork for expanded public education at the secondary level and extending public funding to Roman Catholic and Church of England schools.
  Three key aspects of the education system introduced in the 1944 have shaped both the practice and politics of education in Britain in fundamental ways – the use of academic streaming, the structure of local authority control, and the continued presence of a fee-paying private sector. 

The 1944 act created a tri-partite structure of secondary education, with three classes of secondary schools - grammar schools, secondary moderns and technical schools.  Grammar schools admitted pupils based on aptitude, using a test administered to eleven year olds intended to measure innate scholastic ability.
 Pupils who were not selected for a grammar school attended either a secondary modern or technical school, with the former providing a mix of academic and vocational education and latter focusing on technical skills applicable to industry and science.
 This fragmentation in the structure of the education system between elite selective schools and their non-selective counterparts has been at the center of British educational debate since the mid-1950s, with even the most recent debates on education reform largely revolving around the nature and role of selection.
 

The second legacy of the 1944 act lay in the structure of decentralized control of the education system, with Local Education Authorities (LEAs) responsible for implementing and organizing education in their region. In practice, many of the issues of organization and planning, staffing, and the allocation of funds were largely left up to the LEAs. Moreover, the 1944 act did not introduce a curriculum or set timetable for instruction, leaving professionals (e.g. teachers and school heads) wide latitude on a number of pedagogical and organizational issues (Chitty 2004) Like issues of selection, the role of LEAs and professionals continues to be subject of much debate and a target of reform, and increasingly this issue has cut across partisan differences. 

The further issue – that was not so much a creature of the 1944 but grew up with it – involved the presence of a fee paying private sector. By the 1980s, only 7% of pupils attended fee paying private schools, but the place of prestigious ‘public schools’ played a central role in the British debate (Lawton 1992). Privately educated pupils have traditionally been over-represented in the esteemed universities and careers, something the Left has traditionally been strongly critical of.
 The presence of this sector created both an ‘exit option’ for wealthier families and offered a constant source of comparison for the state sector. As a result, the existence of the private sector was important in shaping the debate for those both supportive and critical of the state sector.

 The institutional structure of education, then, was more fragmented than in the health care system. As in health care, the presence of a large private sector offered an alternative to the state sector, raising ongoing concerns for the Left about ‘opt-out’ and offering an alternative for supporters of the private sector. However, unlike the health care system, there was also significant differentiation within the public sector. Both the local structure of control and the system of academic streaming meant that the public education offer was far from uniform across the country or for different types of pupils. When examining the introduction of market forces, we see that this structure has created a number of trade-offs for the Left and the Right, in achieving their respective goals.

While the preferences of the major political parties over education have changed over time, there are several important ongoing differences between the goals of Right and Left parties. The Conservative party has historically supported the basic structure of the British system as it was developed in 1944, including the streaming of pupils and the existence of fee paying private schools. As these elements of the tripartite system were phased out through the 1960s and 1970s, there was mounting dissatisfaction in the party with the performance and structure of the education system and a growing interest in market based solutions. The Conservatives began to support market reforms as an end in themselves, while continuing to support a system that allowed for more academic differentiation and ‘back to basics’ teaching. The universal public education system meant that for electoral reasons attempts to introduce radical market reforms such as large grants to the private sector, full-scale private school vouchers or student fees were deemed economically and politically unfeasible. However, the more fragmented structure of the public system offered Conservatives the opportunity to achieve higher order preferences for a Two Tier market – allowing them to introduce a popular market strategy that also delivered targeted benefits to Conservative constituents through the public sector. 

Labour’s preferences in education have traditionally been focused on creating a more uniform and comprehensive education system, creating a different trade-offs vis-a-vis educational reform. Through much of the post-war period, Labour’s core goal in education policy involved moving away from a streamed education system and towards a more ‘common’ or ‘comprehensive’ structure of education. However, beginning in the 1970s and developing through the 1990s, Labour’s preferences for education shifted away from an exclusive focus on educational ‘structures’ and towards concerns about quality, the suitability of education for industry, and parental satisfaction. Labour increasingly aimed to create an education system that kept the middle-classes ‘in’ the public system, while using education as a tool for creating equity by offering high quality schooling to all pupils. Thus the challenge has been to create a differentiated system that appealed to citizens while homogenizing performance at a high level. While the universal structure of education was an electoral asset for Labour and gave it an advantage at pursuing its broader goals of creating cross-class support for the system, the more fragmented structure created a challenge for Labour’s goals of comprehensive and equitable education. As a result, Labour has introduced elements of the Managed Market built around contracting to overcome problems of performance in the system, while maintaining aspects of the consumer orientation introduced by the Conservatives to appeal to middle-class citizens. 
Conservative Education Reforms

When the Thatcher government was elected in 1979 it was against the background of growing discontent among business and segments of the population with the educational system,
 a new willingness across the political spectrum to challenge teachers and LEAs,
 ongoing division between the Conservative and Labour parties had with regard to grammar schools, and finally a rising tide of market based ideas about education within the Conservative party. 
 While old issues like selection continued to be at the front and center of educational debates, new issues relating to the role of parents, central authority, and a promotion competition existed alongside it. 

Although the defense of grammar schools, the adequacy of the system to meet the needs of business, and the desire to promote market forces within education all fit with Conservative thinking of the time, these views were not entirely compatible nor were they always held by the same individuals. At a theoretical level, there is a disconnect between ideas of freedom and authority in education. Proponents of a more authoritarian standards based approach often clash with free marketers, who believed schools should have autonomy over their teaching profile and respond to the needs of their client group.
  Second, at a more practical political level, the defense of grammar schools was limited in widespread appeal. The Conservatives could not simply ignore the question of standards and the adequacy of education for the mass of pupils, as dissatisfaction within the business community and the growing electoral prominence of schooling made it a mass electoral issue.  Thus the Conservative party needed to construct an appeal that both  balanced the preferences of the party elite for the protection of grammars and academic standards and greater market forces and make a popular appeal to an electorate that was not as narrowly interested in these issues. 

In the first two terms of the Thatcher administration only minor steps were taken towards reforming the education system.
 While more market oriented ideas such as a voucher system that would give public money to pupils to attend private schools were considered, the party leadership chose to drop them due to bureaucratic and political resistance (Lawton 1992, Chitty 2004). However, a growing ‘elite’ consensus that more radical reform was necessary dovetailed with immediate political conflict with several teacher’s unions in the mid-1980s, putting education reform in a central position in the 1987 Conservative election manifesto.
  
 In 1988, the Education Reform Act (ERA) was introduced. The ERA introduced radical changes in the English and Welsh education systems. The act both increased central control over a number of parts of the education system and introduced elements of a market built around greater choice but also greater individual responsibility (Two Tiered Market) in the system. 
First, the reforms expanded the role of the central government - introducing a national curriculum so that for the first time the central government would prescribe what would be taught to pupils, enhanced requirements for testing pupils at different stages of their education and increased school inspection. The act was the longest piece of legislation introduced by the Conservative government and gave the Secretary of State for education 451 new powers over education – more than any other Conservative piece of legislation (Chitty 2004).  Moreover, the reforms directly targeted strong local actors – outright abolishing the Inner London Education Authority (ILEA). 
The increase in central regulation and direction was only one element of the reforms, a second set of changes involved the introduction of market forces in the system. The market aspects of the reforms included two major elements – increasing parental choice and competition through choice and increasing school autonomy vis-à-vis the LEAs.
 The reforms gave all parents the choice of school and introduced a new system of school funding based on student numbers, creating a ‘quasi-voucher’ system within the public sector. The reforms further gave all schools more autonomy over staffing, budgets, and the ability to expand to meet pupils numbers.
 
 However, the reforms also allowed new forms of variation among schools, giving schools the option to opt out of LEA control entirely, and pursue ‘Grant Maintained’ (GM) status. GM schools would receive a budget entirely from the central government, with LEAs having no control over their operation.
 While GM schools were not allowed to immediately change their admissions policy (e.g. from a comprehensive to a grammar), they were able to apply for such a change and over time they were given more control over admissions.
 While most GM schools did not use techniques of selection, grammars and former grammars were heavily over-represented among GM schools and fewer pupils from deprived background attended GM schools than in LEA schools (Fitz et al 1997). 

 Moreover, significant ‘pump-priming’ funding to GM schools was introduced in order to encourage their development, giving them access to greater resources.
 In short, alongside the expansion of choice, a significant new privileged group of schools emerged, which provided more selective benefits. 
The mix of greater parental choice with more movement for differentiation among schools, led to a nascent Two-Tiered market – creating a greater consumer focus but also placing greater risks on parents in finding a good school. 
The reforms were only partially successful in a short-term political sense. In combining ‘inflationary’ market measures with tight spending, a lack of capacity in the system was exposed in some areas. In 1980s, in response to the falling birth rate the government began to provide targets to LEAs to reduce the number of places in schools, and by 1987 1.25 million places had been eliminated (Maclure 1992). The combination of a decade of tight funding and an explicit reduction in capacity meant that in many cases the scope for choice was limited – something the introduction of market forces drew attention to. In some urban areas goods schools were heavily oversubscribed and able to selected pupils rather than vice versa, leading to growing frustration among parents. Between 1993 and 1998 the number of parents appealing admissions decisions (i.e. where they did not get a top choice school and chose to challenge it) increased from 4.21% to 8.7% of admissions (Fitz et al 2001). These problems were more intense in London where challenges to admissions were higher and more parents responded by opting out and sending their children to private schools (Taylor et al 2005).
In the longer term though, the reforms were politically successful. The market fundamentally changed the playing field around education. The issues of school diversity, standards, and consumer choice were put squarely on the political agenda – and remain on it to this day. Parents have become increasingly powerful, and both Labour and Conservative policy has shifted significantly to take account of their concerns. However, not all consumers were created equally, and although the system did not radically change the allocation of services there was some change in this direction – meaning that middle class citizens and good schools benefited more from the reforms. Individual schools are much more central to the system than in the past. Although the position of teachers and teachers unions was challenged by the ERA, school have emerged as important individual players in the system with successful schools and heads gaining political influence (Interview, Senior Official DFES). By contrast, the LEAs and unions have been fundamentally weakened, but the producers at the school level were in a changed position. Finally, the state emerged in a much more powerful position, although this increase was driven primarily by the non-market reforms, these changes set the stage in important ways for Labour. 

Education and Labour – A Bifurcated Response
When Labour entered office in 1997, they fought the election in part on Blair’s promise of ‘education, education, education.’ Education emerged at the center of plans to revive the economy, a new vision of equity, and to improve public services. However, Labour’s vision of primary and secondary education was substantially different from former policy built around the promotion of comprehensives – with policy aiming to improve both parental satisfaction and a changed understanding of equity that centered on individual performance. 
The 1988 reforms and subsequent modifications changed the nature of the political playing around education that both constrained and enabled Labour. The Conservative’s tight spending on education was increasingly leading to public discontent with the education system, and Labour had a strong claim with the public to defending education.
 Furthermore, the increase in state power vis-à-vis the unions and LEAs gave Labour the instruments to pursue their preferences for a more aggressive approach to failing and underperforming schools. In contrast to the 1960s and the 1970s, Labour had both strong popular support and political tools to improve education and educational quality for all citizens. 

 However, they were also forced to respond to the new situation that granted parents more choice and emphasized parental power. The old cries for comprehensive education were seen as anti-parent and anti-excellence, and politically limited in their appeal (Interview, Senior Labour Party strategist, 2004). Labour needed to dispel images that its education policy was against achievement and pro-producer.  At the same time Labour had to respond to new demands from frustrated middle class parents in London and other areas who were dissatisfied with the system. The new tools Labour had to address long standing concerns over equity and quality in the system were matched by new demands that reduced their ability to pursue more traditional goals around comprehensive education.

This created a bifurcated set of concerns for Labour– politically there was a need to appeal to the middle classes and their preferences for more differentiated and responsive education. At the same time, partisan goals over equity and quality and education lead to strong concerns about underprivileged pupils and schools. Thus Labour had to both appeal to ‘top’ of the educational spectrum politically while also addressing ideological concerns about the ‘bottom’ of the education spectrum. These dual concerns have led to an equally bifurcated market strategy – one that continues to support and develop the consumer orientation introduced by the Conservatives as a way of constructing a popular appeal, while using Managed Markets to overcome the differentiation in the system and enhance the power of the state over poor performing schools.
When elected, Labour left most of the existing educational structure in place. 
 They did not move to abolishing the remaining 164 grammar schools and existing GM schools and CTCs were – mostly – transformed into ‘Foundation Schools.’
  Morevoer, Labour made only minor changes to the structure of allocation of education.
 Initial Labour policy then, accepted the basic structures put in place by the Tories – but it also, to some extent, the ethos. Both the rhetoric and policy of Labour has emphasized parental power, central authority, and some mistrust for teaching professionals and local government. 
 However, despite this basic continuity, they did alter elements of the market that were perceived as particularly divisive and has increasingly taken a different focus – one aimed far more aggressively at challenging poor performance, improving basic standards, and while also allowing the pursuit of ‘excellence’ at the ‘top’ of the educational spectrum.  

During the first several years of Labour governance, a strong emphasis was placed on driving reform through central direction with only minor use of market instruments. The centerpiece of early education reform involved the introduction of a numeracy and literacy strategy, which created a centrally constructed pedagogical program for primary school students.
 This strategy appeared to be remarkably successful in the short-term as test scores increased rapidly in both English and Math at the primary level.
 As with reforms to the health care system though, the results began to peter out and pressure for more spending and further reform grew and Labour began engaging a more intense set of reforms.

At the ‘top’ end of the spectrum, Labour reintroduced Conservative language and policies emphasizing choice. While they have mostly work within the structure set by Conservatives, they have advanced it in several ways. The primary focus here has been on enhanced diversity in the educational sector, with emphasis on creating specialist schools. Specialist schools were first introduced by the Conservatives and are schools that offer a particular academic profile – e.g. dance, or technology. Specialist schools gain in financial terms, the government gives outright £100,000 and an increase of £126 per pupil for four years to ease the transition (Taylor et al 2005).  Moreover, these schools can select 10% of pupils based on aptitude for the specialty of the school. Initially, only the best performing schools could apply to be specialist schools – and they needed to raise some funds through outside sponsorship to qualify. This move effectively gave benefits to ‘good schools,’ allowing them to develop attractive specialties, greater ability to select pupils, and giving them extra-funds to accomplish the transition.  As the ‘specialist school’ agenda has advanced, there has been a loosening of the requirements to qualify and to raise money through sponsorship (Taylor et al 2005). As a result, the program has broadened considerably since its inception under the Conservative government, and now applies to 75% of secondary schools. 
However, markets have also been used as one prong in intensified and central direction.  Reforms have been introduced that allow the government to contract out LEA management, contract out poor performing schools, and partner with the private sector. These reforms have targeted poor performers or deprived areas, with the central or local government contracting with the private or not-for-profit sector to achieve particular goals. Here, the overriding goal is not responsiveness to parents, but the government’s objectives on performance. As one senior official heavily involved in education reform stated “At first we needed to act for the consumer ….the market (i.e. consumer driven market in place) was too slow” (Interview Senior Labour Education Advisor). Choice absent a massive infusion of funds to allow nearly all pupils to move was not going to solve the problems of sink schools or failing local authorities, and would therefore not solve the problems of low performance.
 In these cases, the money is flowing to the firm providing the service through a contract, and there is little question that it is the central government to whom they are to be responsive. Unlike contracting in elderly care (see below), this move has occurred with well specified contracts and monitoring.
 As a result, the government has used Managed Markets which work through contracting rather than choice, while insulating individuals from risks, to address these problems. These markets enhance the power of the state, undercutting sources of opposition in LEAs and schools, and creating strong incentives for responsiveness.
Labour then, has pursued a bifurcated market has emerged. On the one hand, a market very much in line with Conservative policy continues to develop around a system of autonomous, specialized schools competing for pupils. While there has been some broadening in the benefits this market offers to a larger group of citizens, a different set of market forces are in places for the bottom of the market. Here, there is an increasingly profitable industry built around addressing failure. Competition here is not so much for pupils but contracts.  This move has further enhanced the power of the state, as LEA and low-performing schools have been directly targeted by it. 

Politics of Education 

Why did the Conservatives reform education to create a market around parental preferences? Why has Labour developed a mixed approach? 
The institutional structure offered the Conservatives both opportunities and constraints in introducing this reform. The universal nature of the public education system meant radical change on the allocation dimension was limited. When Thatcher suggested off-hand that the charging of fees had not been ruled out, the political furor was instant and fierce – forcing the reformers to back away from the suggestion. 
  The universality of the public education system also limited reform on the production dimension. While more radical privatization involving full school vouchers that allowed public money to go to private schools was considered, it was also shelved as too politically and be extremely expensive and administratively difficult (Chitty 2004, Maclure 1992). Private schools were seen as an elitist and somewhat threatening to the public sector, and radical movement here was threatening to the electorate.
 As a result, radical consumer driven strategies were off the table, as were more producer driven strategies as delegated money directly to private schools. 

However, in contrast to the reform of the health care system where the uniform structure of the system meant broad based choice oriented reforms risked being expensive without benefiting Conservative constituents, the fragmented structure of the education system offered a different set of tradeoffs. Even though few grammars remained, in allowing schools to opt out of LEA control the reforms gave a powerful tool to grammars and parents dissatisfied with their LEA.  This feature was at the center of the reforms, and gave the Conservatives more ability to target benefits to constituents through systematic reform of the public system.  Moreover, once established, the schools outside LEA control would provide a powerful lobby in themselves to prevent further change (Maclure 1992). 


By contrast, Labour faced a different set of tradeoffs. The emphasis on choice and competition introduced by the Conservatives, provided Labour with the challenge of meeting the needs of middle class parents. However, high levels of segregation among schools and poor performance in many poor schools remained a problem. The fragmented structure of the education system meant that a market built solely around consumer choice was likely to exacerbate rather than address these problems. As a result, Labour has aimed to introduce elements of a Managed Market in order to target efforts at poor performing schools, while also building on the broader consumer orientation introduced by the Conservatives. 
Elderly Care – Building a Private Sector 

Unlike the British NHS, the public commitment to providing care for older people and people with disabilities has developed more slowly, intermittently, and in a more varied fashion. Much of the care for the elderly was provided long-stay hospitals funded through the NHS, with other lower intensity services provided by the local authorities. The provision of personal social services has been a long-standing local authority responsibility, it was not until the early 1970s that national legislation required local authorities to establish integrated social service departments responsible for a range of child and adult social services.
 
 Moreover, local authority services had always been provided on a means tested basis, such that next to the universal and uniform health service lay a more fragmented and residual care sector. While much of the expansion of local authority involvement occurred through the public sector, the system was still more fragmented and residual in its offer to citizens than either the health care or education system.


Personal social services, in particular services for the elderly, were the ‘step child’ of the NHS. They had a lower profile, were politically less salient, and often given scant attention by the national government. As a result, partisan preferences in this area were not as sharply developed or distinguished as in health care or education. As with health care, the Conservatives, especially under Thatcher and Major, preferred greater private entrepreneurship and more individual financing of personal social services. In contrast to health though, the residual structure of the elderly care sector meant that the electoral constraints on reform were quite weak. As a result, the Conservatives followed their preferences for more extensive funding for the private sector – initially introducing a Pork Barrel market, and later, in response to runaway spending, a Cost Cutting market built around poorly specified and monitored contracts. 

Labour’s strong tradition of support for the NHS has been accompanied by more ambivalence in the area of care for the elderly. Many of the reforms to elderly care in the 1960s and 1970s, were driven by experts and bureaucrats rather than explicit partisan attention to the issue (Hall 1976). The residual structure of the service has meant that unlike education and health, there are few opportunities to make a broad based appeal through elderly care. As a result, the Labour party nationally has preferred to manage basic quality and costs in the sector, rather than engage in fundamental reform. In response to Conservative policy, Labour has introduced greater regulation and elements of a Managed Market but kept most of the Conservative reforms in tact. 
Conservative Elderly Care Reforms 

The election of the Conservative government to Parliament in 1979 ushered in an era of radical change in the structure of social care provision. As part of an extensive reform of the social security system in 1980s, the Conservatives allowed supplementary benefits for social security claimants to be applied to board and lodging payments in care facilities. The motivation for the reform of the social security system more generally was to simplify the complex regulations and to cut costs; however, the particular changes to the supplementary benefits were driven through in part by advocacy from claimants groups and bureaucrats and were given little attention at the time (Day and Klein 1987, Glennerster and Lewis 2000).


However, this reform meant was that the non-cash limited social security system was now providing funding for lodging and care to private (including voluntary sector) nursing homes and residential care facilities. The funding was means-tested, but not needs tested - meaning most older individuals with limited incomes, even those with low levels of need, could enter into care facilities with a state subsidy.. This trend combined with a general ageing of the population and a move towards shifting individuals out of long-stay NHS hospitals and into the means-tested care sector (Corden 1992). As a result, there was both new demand for residential care and increased supply in this sector.

For lower income individuals, this system was often beneficial – as the social security system provided them with funding for care that was more generous than they could receive from the local authority. For local authorities, these reforms were also beneficial, giving them an incentive to channel elderly citizens to the social security system rather than funding them out of their care budget. Private providers also saw the changes as beneficial, as it provided an infusion of funds into the nascent care home market. All three sets of actors responded predictably to these incentives, and the market for private homes grew rapidly.


While the private sector had begun growing in size in the 1970s, in 1980 places in private residential homes constituted 17% of all places. Between 1980s and 1990, the private for-profit sector grew 255% compared to a fall of 13% in the public sector, and amounted to 49% of the total places in 1990 (Hudson 2000). Homes tended to enter profitable markets rather than follow need, as a result, the concentration of homes was geographically skewed. Many of these nursing homes were located in coastal towns in Devon and Cornwall, where small entrepreneurs converted old hotels or private homes into residential care facilities (Andrews and Phillips 2002). In all, 27% more claimants emerged than would be predicted by demographic and need variables, suggesting weak regulation on entry to homes (Hardy and Wistow 2000).

While the regulatory climate around claimants was weak, it was equally so around providers. There was little control placed on the entry or practices of these homes. In 1984, the government introduced the Registered Homes act in order to place some quality requirements on the new homes. However, inspection by the local authorities and the national Social Services Inspectorate was for basic standards, not overall quality, meaning there was a relatively weak system of control. Moreover, market entry tended to follow profitable markets rather than follow need, meaning producers had significant control over what and how to produce.

As a result, firms were in the position to receive money from the state, in a poorly regulated or monitored environment. The result was a rapid escalation in spending. Between 1978 and 1986, spending from the supplementary benefits increased nearly from 6 million pounds to 1.3 billion, and by 1986 (Andrews and Phillips). Moreover, social security spending as a percentage of total spending on institutional care for the elderly grew from 0.8% before the reforms to 25.9% by 1986 (Klein and Day 1987). However, these reforms did little to harm equity – indeed, they actually enhanced it, by giving low income citizens access to a burgeoning private sector. The market was a classic Pork Barrel market - one where public funds underwrote private profits, but insulated individuals from much of the costs. 

As early as 1983, the government began to take action against these changes. The supplementary benefit was reformed to introduce a national limit (rather than a local authority limit) on reimbursement, and this was further strengthened in 1986. However, there was a growing consensus that more fundamental reform was necessary. In 1986, the Audit Commission wrote an influential report, highlighting the perverse incentives in the system. This report argued that while social workers and health economists alike pointed to the relative efficiency and humanity of providing care in the home, government policy was promoting exactly the opposite. Citizens, often with little medical need, were receiving care in the most expensive setting, underwritten by a state with little control. 

One of the key proposals for reform involved delegating more responsibility to the local authorities for care, giving them responsibility to promote outside of institutional settings (care in the community). Thatcher was initially heavily resistant to these reforms, because of her general distrust for local authorities (Lewis and Glennerster 2000). In 1988, Roy Griffiths, who had several years earlier chaired the review of the NHS, was asked to conduct a review of long term care. Griffith’s developed the idea of giving local authorities more responsibility for care and promoting community care, but suggested they should play the role of ‘purchasing’ rather than directly providing.  The use of forced local authority contracting was already developed by the mid-1980s, and offered a way forward.
 Local authorities would be given responsibility for assessing need and ensuring adequate care was available – but they would not be the direct providers of this care. 


This led a set of major reforms in 1989 that introduced a Cost Cutting market that continued to support the producer oriented nature of care but shifted more responsibility onto individuals and limited public funding. These reforms were introduced in the same bill as the reforms those to the NHS (see above). In contrast to the NHS reforms which were limited to the public sector and around which the Tories felt heavily constrained, the reforms in elderly care dramatically increased the role of the private sector in care and limited public funding. The non-cash limited social security budget was converted into a cash-limited grant to the local authorities – which they could spend as they pleased as long as it was on the private sector. The local authorities were given responsibility for assessing individual needs and finding them adequate care for individuals, which would funded by the local authority following a means-test. Local authorities would then purchase care for individuals, with at least 85% of the new funding for care being earmarked for purchasing from the private sector. Finally, local authorities were responsible for promoting care in the community, meaning providing care outside residential settings. 


In 1991, most of the care provided in elderly people’s homes was publicly provided. In 1992, local authorities provided 98% of home care, with only 2% being purchased from the private sector. By 1997, 56% was public and 39% purchased from the private sector and 5% from the voluntary sector (Hudson 2000). Spending was severely capped, and fees went up. As a result, a real market around contracting emerged. However, in contrast to the NHS reforms – this was far more poorly regulated and structured. Local authorities had little experience in contracting, and the combination of tight budgets and lack of experience led them to set fees low with often little specification on quality or inspection (Forder 1996, Knapp 2001). As a result, firms were in the position of responding by shifting costs onto individuals by cutting quality or charging illegal fees (see below). In short, the local authorities emerged as potentially powerful purchasers but their main emphasis has been on controlling costs - rewarding providers with lower costs rather than high levels of quality. Competition between providers primarily occurs on price, and less on actual efficiency or quality leaving firms with much ability to shifting cost onto both non-public users and other arms of the public sector (e.g. the NHS). While the structure of the market has vacillated and continues to vacillate, these outcomes are the result of series of crucial policy-decisions (and non-decisions) made over the past twenty years.
Labour 

When Labour was elected in 1997, they established a Royal Commission to examine the situation of long term care for the elderly. The Royal Commission was given a wide remit to look at the financing and organization of care, and made a number of recommendations including that the government should offer free personal care for elderly people. While much the Commission’s recommendations were accepted, including free nursing care, Labour rejected the call to make all personal care free of charge.
 As a result, they explicitly chose to maintain the means-tested structure of the program, maintaining the basic structure of elderly care as residual and means tested program.

Equally, Labour has not enacted radical reforms in the structure of provision. The basic structure of supporting local authority contracting and a mixed economy of provision has been maintained. While Labour has publicly claimed to support a vision of the future of adult social care based on ‘Independence, well-being and choice,’ in practice policy aimed at enhancing choice has only been weakly supported.
 
There have been some reforms though, aimed at enhancing state control and reducing the producer orientation in the market. First, there has been a move away from compulsory tendering with the private sector, with the introduction of softer requirement for local authorities to demonstrate value for money in their approach. Second, there has been a major reform of the inspection of social care, with the introduction of enhanced inspection culminating in the establishment of the Commission for Social Care Inspection in 2004, which has an independent mandate for the inspection of providers and the publication of comparative indicators for homes. Third, the government introduced National Minimum Standards in care homes, providing more extensive regulations. These moves the central government more control over standards and quality in the care sector, moving to limit the scope for the private sector. 
However, these have met with limited success. In 2005, the King’s Fund, a prominent health-care charity and think-tank, described the English social care system as in ‘crisis,’ with the system as whole displaying little respect for the human rights and interests of the elderly (KF 2005). The Office of Fair Trading, a government market regulator, echoed, albeit in more muted tones, these concerns, warning that access to care in homes was variable, the quality was often poor, pricing unfair, and clear information is often absent (OFT 2005). Many elderly Englanders lack access to affordable care in their homes or in a residential setting, the quality of care homes is often low, and while unit costs have been repeatedly bid down many local authorities continue struggle to meet demand and match resources to needs. As a result, although there has been some attempt to move towards a Managed Market  this has met with relatively limited success. 
Politics of Care Reform
Why the producer orientation in care? Why were the Conservatives able to pursue more radical privatization in this sector? Why has Labour put less emphasis on responding to the problems in the care sector?  
Initially the Conservatives faced a dilemma in the reforming the elderly care sector. The early reforms of the social security system produced the unintended consequence of massive cost inflation in the care sector (Day and Klein 1987). While the Conservatives did not like this increase in spending, they did support the development of private entrepreneurs in the welfare state and were reticent about enhancing control of the local authorities. As spending grew a solution emerged – keep the orientation towards private producers but cut funding and decentralize responsibility. The goal was to avoid local authority ‘empire building’ – creating a system around private entrepreneurship (Tim Yeo, Hansard, March 23, 1993).

In the provision of care for the elderly, there were far fewer constraints than in either health or education. The service was residual and of low electoral salience.  As a result, the desire to create new winners in the private sector and avoid building up local authority control, was less constrained at the level of public opinion. Moreover, resistance for reform from the social work community was also not pronounced, because there was general support for the move to de-institutionalize care and provide more care in the community. As a result, in a less constrained environment, the Conservatives pursued a strategy that was pro-producer and retrenched the service – following higher order preferences for more radical privatization in production and allocation. 

The lack of constraints on the Conservatives translated into a lack of incentives for Labour. Labour saw spending on long term care for the elderly as potentially insatiable – as the population aged, needs changed, and the care workforce changed (Interview, Senior Treasury Official 2005). As a result, a commitment to a greater collective guarantee of the service threatened to increase expenditure without delivering clear electoral or ideological gains. The low salience of the service meant Labour would have difficulty making a broad appeal through reform, and equally, funding wealthier citizens threatened to create state subsidization of middle class inheritances rather than real social democratic policy (Interview, Labour Official 2005). On the production dimension, there was also an ambivalence about reform. Labour has attempted to reconfigure control in the system to avoid its excesses by introducing better regulation and inspection. Again though, the more limited salience of the service has limited the appeal of radically changing the basic structure of the market. 
Conclusion
The market has certainly been a key motif of reform in British public services systems since 1980, yet once we examine ‘under the hood’ of these reforms we actually find a great deal of diversity in how they were constructed, who benefited from them, and ultimately why they were chosen. 
The NHS as public healthcare system that was almost politically untouchable the Conservative party resorted to using a Austerity Market that could increase efficiency without leading to the cost creep of a consumer based approach or the political opprobrium of the public that might emerge from a market that ceded power to the producers of services. New Labour continue to castigate Conservative policy as ‘choice for the few’ – as an attempt to undermine public provision and allow wealthy individuals and specialty physicians to opt out of the public system. However, Labour also pursued a market strategy. In contrast to the Conservatives though, their political preferences emphasized retaining middle-class support for the NHS and had animosity towards increased spending, preferred leading them to expand capacity and choice through a Consumer-Driven market built around competition to respond to patients.
In education, the Conservatives put markets on the agenda by pursuing a strategy built around enhanced pupil choice and competition for pupils, but also greater differentiation among schools – creating a Two Tier market structure. In contrast to health care, the more fragmented structure of the education system gave the Conservatives the opportunity target benefits to constituents through reform of the public education system. Since the return of Labour in 1997, aspects of this market have been maintained but accompanied by increased contracting for replacement of poor performing schools and local authorities – creating a Managed Market around educational service. Through this two pronged strategy, Labour has aimed to maintain a middle class appeal, while also tackling inequity and poor performance that a choice driven strategy alone would be unlikely to solve. 
Finally, in care for the elderly, the relatively unconstrained institutional environment, permitted the Conservatives to pursue a more radical marketizing strategy in both the allocation and production of services – leading to widespread privatization in a poorly controlled environment, producing a Cost-Cutting market. Labour’s response to this move has been lukewarm, with some attempt to increase standards and monitoring in the market but not fundamentally altering it. The low level of constraints on the Conservatives has translated into low levels of incentives for reform amongst Labour.

What the cases above make clear is that there is no simple linear choice between state and market, nor is there a technocratic logic of efficiency that determines a perfect market for a particular country. In fact, there have been multiple market-making exercises in the UK over the last two decades. Partisan preferences conditioned by the institutional environment led to real and dramatic differences in the types of markets that were chosen and in the health outcomes that were produced. In the battles between producers and consumers, taxpayer and government, left and right, there have been many market solutions.
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� This section focuses on reforms in the English NHS. There are long-standing differences in health policy in England, Scotland, Wales, and Northern Ireland, and the devolution of authority to regional assemblies in 1999 has furthered these differences. Since this time, both the Scottish and Welsh governments have proceeded differently from England and eschewed market oriented reforms (see for instance, Greer 2004). 


� The parallel private sector was institutionalized with the creation of the NHS in 1945. Initial proposals for establishing a national health service met with heavy resistance from the British Medical Association (BMA), who opposed the governments plans to bring both charity hospitals and local authority hospitals under public control, and were concerned that general practitioner’s (GPs) would lose the ability to run their own practices (Klein 1995). As a strategy to cope with this, the Labour Secretary of State for Health, Aneurin Bevan, offered physicians several concessions.  First, he allowed hospital doctors to continue to practice privately using NHS hospitals, formalizing private capacity outside the NHS. GPs were also allowed to maintain their status as private contractors, rather than becoming employees of the state. Secondly, as a ‘divide and conquer’ strategy, he split GPs and hospital doctors, pandering to hospital doctors by giving them a generous set of merit awards (to be distributed by the doctors themselves). Finally, he chose not to allow local government control of the health system (something doctors heavily opposed) and left doctors with significant professional control (Ham 2004). As a result, despite the heavily centralized and public character of the British, professionals maintained significant control over both work in the private sector and many clinical and professional practices within the public sector.


� Klein demonstrates that the evidence for this sentiment is far from clear. In real terms expenditure grew through the 1980s, moreover, many of the high profile issues relating to funding (e.g. the closure of wards at the end of the financial year) occurred with equal frequency in the 1970s under a Labour government (Klein 1995). However, despite Thatcher’s frequent repetition of spending statistics, the sense of underfunding was widespread. 


� The Royal Colleges of Physicians are professional organizations. They are distinct from the British Medical Association, focusing primarily on medical professional issues rather than pay and working conditions. 


� The deficiencies in NHS management were articulated in the controversial Griffith’s review. In 1983, the Thatcher government called on Roy Griffiths, a director of Sainsbury’s supermarket chain, to undertake a review of the NHS. The Griffiths review was highly critical of the organization of the NHS and the collegial style of administration based on physician self-regulation and the lack of strong managerial practices. The report famously summed up its findings on the NHS with the line “In short if Florence Nightingale were carrying her lamp through the corridors of the NHS today she would almost certainly be searching for the people in charge” (Department of Health and Social Security 1983).  


� For instance: Butler et al  (1984) (Adam Smith Insitute), Willets (CPS) 


� While several important changes were introduced that increased the role of managers and integrate clinical and financial decision making, these changes did little to address the fundamental problems perceived by the government and its advisors. The first set of reforms in 1984 followed from the Griffiths report and introduced a system of general management, in which managers were subject to performance review and responsible for results based on financial objectives. In 1986, an early attempt to link clinical and financial management was developed with the ‘Resource Management Initiative,’ which gave clinicians the responsibility for securing greater value for money in treatment.  While these reforms did not create competition in the NHS, in introducing new modes of private sector management and increasing the position of managers and management tasks these changes constituted a crucial first step towards the market. 


�  The review team met weekly, and included Kenneth Clarke and John Moore from the Department of Health and Social Security and Nigel Lawson and John Major from the Treasury.  It also took evidence from a range of sources.


� The reforms in WFP were heavily influenced by American scholarship, in particular Alain Enthoven’s work on managed care. Enthoven had presented these ideas at the request of the British government in 1985, proposing a plan for reform involving competition between public purchasers. However, the WFP did not fully follow Enthoven’s blueprint in the United State or for Britain, and contained a number of reform ideas highly specific to the British context. First, WFP left the funding structure in tact, maintaining a primarily universal, free at the point of delivery, tax funded system. By contrast, Enthoven’s proposals advocated using price signals as a way of stimulating competition among insurers.  Secondly, the structure of purchasing and choice differ significantly from the managed care model. Unlike Enthoven’s plan of competing integrated HMOs, the ‘internal market’ reforms to the NHS restricted competition primarily to the provider level and did not create (with the exception of the GPFHs) competition between purchasers of care.  Nonetheless, Enthoven’s ideas were influential, and key players in the reform process give credit to them (Ham 1997); which further demonstrates the importance of the basic idea of managed competition to the British reforms. 


� The term ‘internal market’ is widely used to describe the reforms, but was in fact not initially used when drawing up the plans (Ham 1997). The term quasi-market was coined by Le Grand and Bartlett (1993) to describe market forces internal to the public sector. 


� WFP does not explicitly mention the term ‘purchaser-provider’ split. However, the core logic of District Health Authorities and GPs contracting for care is outlined in this document, and later developed in the 1990 legislation. 


� The flow of resources in the system followed primarily from the actions of purchasers. The central government allocated set budgets to DHA and GPFHs to purchase care in their district/for their patients. Funds to hospitals followed from the contracts set by the DHAs and GPFHs. Both GPFHs and DHAs technically had wide latitude in their contracting practices. There were no national tariffs, contracts could take a number of forms (e.g. from simple cost and volume contracts to more complex forms). Moreover, although these reforms were called an internal market, they gave purchasers the ability to contract with the private sector. As result, purchasers had much scope over who to contract with, how, and at what price. 


Both purchasers and providers had strong incentives to focus on financial efficiency.  DHAs and GPFHs received fixed budgets to cover their population, and although GPs had some possibility of receiving extra funds in the case of ‘exceptional’ overruns, these budgets were relatively tight. GPFHs were also allowed to carry over part of their budgets in they had yearly surpluses, creating further incentives for cost control.


� Although the medical audit was rapidly colonized by the physicians themselves, it did set the groundwork for more inspection and control in the system.


� Beginning in 1981, reforms were introduced that allowed employers to deduct partial expenses for private insurance. The reforms introduced in WFP furthered the system of tax breaks for private insurance, providing individuals over the age of sixty with tax relief for 25% of expenditure on private insurance.


� Patients in GPFHs potentially had access to a wider range of care options and quicker treatment than those who were not. Concerns about this issue became a major part of both the British Medical Association’s complaints about the internal market and later a political weapon for Labour – who later 


attempted to extend this improved choice to the entire population


� Labour’s initial policy presented a major rhetorical break with their conservative predecessors. The government’s first major publication on health presents the internal market as the cause of a number of problems in the health care system (New NHS Modern and Dependable 1997). This analysis presented the internal market reforms as creating a series of inequalities in access between patients of GPFHs and non-GPFHs, wasted resources through increased administration and divisive competition, and contributed to the problems of ‘post-code prescribing’ (inter-physician variation). Both this initial document and major speeches given by the first Labour Secretary of State Frank Dobson, present a major rhetorical shift in health policy, competition is replaced with integration, markets with collaboration, and consumers with patients. However, in practice, the break with the market was far less dramatic. 


� GPFHs were initially replaced with Primary Care Groups (PCGs), which incorporated all primary care providers (not just those who select fundholding status) in defined geographical area– developing the link between resource allocation and primary care in universal (rather than self-selected) way. The PCGs were given responsibility for ‘commission’ some care for their patients, using longer-term 3 year contracts with hospitals. Since this time, PCGs have been converted into Primary Care Trusts (PCTs), which have more autonomy and have been given more control over the commissioning of care.


� Labour’s initial reforms bring issues of quality onto the agenda - introducing new bodies such as the National Institute for Clinical Excellence (NICE) and National Service Frameworks (NSF) to tackle variable quality across the NHS as well as NHS Direct (24 hour phone service). However, attention to the patient experience was not necessarily presented prominently in this document, with little attention to patient choice at this point.


� This concern was furthered in 2001, when a Labour MP in Wyre Forrest was defeated in the general election by a candidate running solely on the platform of health policy reform (the Independent Kidderminster Hospital and Health Concern Party). 


� The review of the NHS in 1999/2000 resulted in the NHS Plan, which lays out a wide ranging plan for the development of the NHS over the next decade. The NHS Plan outlines how the increase in expenditure will translate into increased capacity within the NHS, dealing with the organization of primary and secondary care, elder care, labor force issues, quality, patient choice and rights, public health, priorities and the relation to the private sector. The NHS Plan contains a number of reforms which shift the structure of the NHS – including streamlining NHS and departmental management, setting the stage for the devolution of responsibilities to the Primary Care Trusts (PCTs) and establishing a new NHS Modernisation board aimed at spreading best practice. The NHS Plan also introduces a system of strong monitoring, with different rights and autonomy delegated to providers based on a ‘traffic light’ system, with more autonomy to those ‘green light’ organizations achieving strong performance overall. While aspects of the Plan were criticized by major interests groups, the Plan was developed in part through consultations with key players outside government and was supported by most major organizations. 


� Initially, this conflicted with another mode of resource allocation called ‘primary care commissioning’ where funds would follow through the activities of large groups of GPs purchasing. However, in practice, primary care commissioning has been poorly developed and there has been a move towards allowing funding in the system to follow patient movement in some areas. As one senior Department of health official put it ‘When we decided to go for total choice - we resolved the tension in favor of patient choice’ (Interview: Senior DOH Official, December 4, 2004). 


� The first patient choice pilots were introduced in London during 2001, and currently choice is being extended areas of elective planned surgery (e.g. hip replacements, cataract surgery). The most recent policy in the NHS has looked to offer all patients some choice in 2005, and choice of any provider meeting NHS quality and tariff requirements by 2008 (DOH 2004).


� The PbR system uses ‘Health Resource Groups’ (similar to the American Diagnosis Related Groups), which were developed through the 1990s to create standard medical ‘products’ built around diagnoses. These have long been used in British hospitals as a management tool but were only weakly incorporated in contracting under the previous market reforms. 


� The initial plan was to move towards 70% of funds through the PbR system – far higher than any other OECD country’s activity based financing system. However, as the consequences of this move became clearer to players in the system (including the Department itself) there was a move away from this and towards using only 30% of funds through the PbR system.


� Given the cost per ‘product’ (each classified diagnosis) is an average cost, by definition some providers will operate at a loss for some types of procedures. As a result, the PBR system creates incentives for both activity and efficiency, rewarding hospitals that produce a larger volume of treatment at average or below average costs. This movement suggests a serious willingness to both allow hospitals to expand and grow as they attract patients, but also to contemplate hospital financial failure as market incentives begin to bite.


� The extension of private provision initially occurred by a number of other means, including contracting for private capacity in existing British facilities using the standard tariff and the purchase of care abroad, particularly in France and Germany.


� In practice, there are reports of the firms offering additional services for a fixed volume of care, suggesting a more informal price competition, but the one that rewards more activity and a greater volume of care rather than an emphasis on cost saving (Interview, Senior Health Economist). 


� The IS-TCs have been developed through both national and local contracts between the PCTs/NHS and the provider, using the standard tariff. For the first round, the DoH determined the list of preferred providers, of whom several were British but were primarily foreign. The contracts were then allocated to several South African clinics (operated by Netcare, AFROX UK), Canadian (Anglo-Canadian Clinics), American (United Health Care, New York Presbyterian) and UK (Mercury). 


� While PFI has generally been restricted to non-clinical services (catering, facilities management etc), more experimentation with private provision opens the door to more extensive involvement of private partners in the system care. The LIFT program further uses of PFI in the primary care sector. 


� Given the long-term nature of the contracts, one of the concerns is that they may actually place the private partner in strong position vis-à-vis the public sector, forcing the risks in provision back onto the government or the provider itself, as hard budgets may mean staff and services are sacrificed to fulfill the contractual payment obligations to the private partner 


� A final set of reforms, which have also been criticized as having a ‘pro-producer’ logic and subject to much great political controversy, involve the introduction of Foundation Hospitals Trusts (FHTs). In 2001, the government introduced reforms giving high performing the hospitals the possibility of converting into ‘public interest corporations,’ with greater operational autonomy over borrowing, staffing and pay, and some discretion over how to provide services to local populations.. Technically, these changes are a form of privatization, but do not involve transferring a hospital to private owners but rather changing its legal status to a self-owned institution.. The language surrounding Foundation Trusts emphasized local accountability and control, with forms of democratic governance accompanying the change. However, actual developments along these lines have been weak, and in stressing the ‘entrepreneurial’ opportunities for hospitals these reforms became a lightening rod for opponents to the growing market orientation in government policy. As with PFI, these do give certain providers new rights and autonomy in the system; however, the hospitals remain relatively restricted by law and are still covered by strong quality and performance regulations. Given the main thrust of Foundation trusts is to increase their operational autonomy, when embedded in a system that emphasizes choice and competition along these lines these reforms also fit with the existing overall logic of competition. Thus, at present, contracting on price and services remains limited, and the power of either the hospital or the purchaser to determine what is produced or how is weak.


� All of these reforms have been introduced in tightly regulated context, which has prevented reforms from directly ceding power to producers. As mentioned above, the introduction of a standard tariff has meant that there is little competition on price. This situation combines with a set of detailed and restrictive national guidelines on quality and clinical practice, meaning that both quality and costs are tightly regulated. Since 1997, several new national bodies setting clinical standards (NICE) and inspecting health care have been established (Healthcare Commission), creating a new system of oversight. Hospitals and increasingly primary care providers must monitor and publish a range of performance indicators and are regularly inspected. Moreover, an independent monitoring agency was established to regulate and monitor Foundation Trusts and the overall framework of control around contract evaluation remains in place. Thus a very tight system of control in terms of both financial management and quality is in place. 


� Indeed, when Labour conducted the major review of the NHS, the use of both copayments and a social insurance system for financing health care were examined and rejected as both inefficient and divisive (NHS 2000). Labour has also looked to directly reduce the private market for insurance, for instance by abolishing tax relief for citizens over 60 years of age who purchase private insurance.


� During the initial discussions of the NHS reform, everything from vouchers, tax breaks for private insurance, outright privatization and more radical purchaser oriented reforms were discussed (Tuohy 1999) 


� The leaving age was further raised to 16 in 1973


� Roman Catholic and Church of England schools fall into two categories of schools – voluntary controlled and voluntary aided schools. Voluntary controlled schools are run by the voluntary sector, but are under local authority control (e.g. the local authorities determine their admissions policy). Voluntary aided schools have much more autonomy, and are able to set their own admissions policies. 


� Selection for secondary schools was determined using the ‘11+’ exam, which assessed pupils aptitude at the age of 11. The exam, created by Cyril Burt, was intended to measure pupil’s innate aptitude. While Burt was a eugenicist who believed intelligence to be highly related to social class, the introduction of the 11+ contained both a hierarchical and the egalitarian impulse (Chitty 2004),. The exam aimed to identify true aptitude across all individuals (not just achievement by upper class children) but also to reify these differences through the education system.  


� Technical schools were never fully developed, and only ever accounted for under 4% of pupils (Chitty 2004 25) 


� While the initial period of postwar British education was characterized by ‘consensus’ among both the political parties and other major actors in the system over the education system (Chitty 2004). However, beginning in the 1950s and gaining momentum in the early 1960s, the tri-partite structure of secondary schooling came under increasing scrutiny from the Labour party. Labour criticized the use of selection of pupils at the age of eleven, seeing the division between selective grammar schools and secondary moderns as divisive and elitist and focused on creating non-selective ‘comprehensive’ schools that provided education for pupils of all ability in a single school, arguing comprehensives could be a high quality as grammar schools while also being inclusive. When Harold Wilson’s Labour government came to power in 1964, this trend accelerated. The Secretary of State for Education, Anthony Crosland, sent a circular in 1965 ‘requesting’ LEAs to prepare plans to move towards a comprehensive system. The move towards comprehensive schools gained momentum and grammars were progressively phased out through the 1960s and 1970s and by 1980 90% of secondary school pupils were being educated in comprehensive, up from only 40% in 1970 (Pring and Walford 1997).  For Conservatives, the assault on the grammar school was part of a greater ‘social-leveling’ promoted by the Labour party, which also included the use of progressive child-centered educational practices promoted by left-wing teachers and LEAs.� This view was expressed forcefully in 1969 by Conservative thinkers C.B. Cox and Alan Dyson, who published the first in a series of ‘Black Papers’ on education claiming the move towards progressive teaching practices and comprehensive education was leading to decline in educational standards. The Black Papers essentially promoted a hierarchical and authoritarian view of education, advocating rigorous standards and academic selection (Cox and Dyson 1969, 1971). These general concerns about standards in education dovetailed with increasing concerns within the business community over the inadequacy of the education system to produce pupils able for the workplace - bringing issues of academic standards to the fore the Conservative concerns about education policy (Chitty 2004, Lawton 1992).








� For instance, in 1980 44% of pupils at Oxford and Cambridge were from private schools, a number which has actually increased to 47% in 2003 (� HYPERLINK "http://news.bbc.co.uk/1/hi/education/765002.stm" ��http://news.bbc.co.uk/1/hi/education/765002.stm�). This educational privilege has translated into significant success in the labor market – in the mid-1990s for instance, 33 out of 39 senior judges, half of the most senior civil servants (permanent secretaries), and two thirds of army officers, were graduates of elite private schools (Adonis and Pollard 1998). 


� The number of people rating education as ‘the most important issue’ facing Britain rose through the 1970s, with 24% of respondents listing education in a 1980 survey up from 12% in 1974 (MORI).


� Even Labour had begun to challenge the educational establishment. In 1976, the Labour Prime Minister James Callaghan delivered a speech at Ruskin College Oxford, in which he challenged the dominance of the educational specialists and argued the education system needed to better serve the needs of parents and business


� Chitty argues that at the end of the 1960s new tensions began to develop in Conservative education policy between the ‘Preservationists’ and ‘Voucher Men’ (2004). While Conservative policy under Health (1970-74) remained relatively moderate (despite Margaret Thatcher serving as Secretary of State for Education), after Thatcher emerged as party leader the ‘voucher men’ made important inroads in the part. Stuart Sexton, a vocal proponent of vouchers and influential advisor to the Conservative government in the 1980s, began as education consultant to the Conservatives in opposition between 1975-1979. Keith Joseph, the future Secretary of State for Education (1981-86) and influential advisor to Thatcher also became interested in vouchers during this time, with his new think tank, the Centre for Policy Studies, advocating school vouchers (Lawton 1992). 


� Indeed, many strong proponents of vouchers and educational choice, challenged the eventual increase in state control over education in the name of basic standards. Indeed, Stuart Sexton derided this a ‘so-called ‘French solution’ to English education’(e.g. Stuart Sexton 1987) 


� The first such reform, in 1980 expanded parents ability to express a choice over their child’s school and introduced limited public funding for private schools in the form of voucher through the ‘Assisted Places’ scheme. However, the expansion of choice within the public system was limited in practice and the Assisted Places Scheme was limited in scope.


� Margaret Thatcher and her advisors at Number 10 Downing Street had a strong interest in overhauling aspects of the system, and through the 1980s, a number of think tanks and Conservative activists put forwards proposals for more radical reform – including the Institute of Economic Affairs, the Adam Smith Institute and the Hillgate Group (1986). A number of these proposals presented plans as stepping stones to a voucher program, which looked similar to the eventual 1988 reforms. At the same time, the government was engaged in a very public battle with the teachers and a number of local authorities. In mid-1980s conflict with the teachers’ unions had erupted over pay negotiations, followed by several of the unions holding strikes. There was also a growing concern with the actions of LEAs. While the Conservatives had long been deeply suspicious of Labour controlled LEAs – this grew as many LEAs opened challenged Conservative policy in the 1980s. This disdain was particularly strong for the Inner London Education Authority (ILEA), which controlled education for the 13 inner boroughs and was controlled by a strong left leadership.


� The system of open enrolment gave parents the right to choose a school for their child, and schools had to admit pupils up to their maximum physical capacity. The structure of funding was altered to reflect parental choices, creating real incentives for competition for pupils. At least 80% of school funding would be based on a weighted per-capita system of funding - meaning schools would be dependent on the number of pupils to secure their annual budget. Moreover, the power of LEAs to restrict choice was reduced (although not eliminated). Schools could also expand more easily, and respond to additional demand from parents and LEAs were no longer able to restrict entry below capacity in order to distribute students evenly across their district. The reforms also enhanced parents ability to ‘shop around’ for schools, by introducing a new system of publishing exam results. Reforms in 1980s had started this move, with the 1988 reforms increasing the publication of test score. This move has accelerated over time with ‘league tables’ introduced in 1992, which directly compare schools based on test results. Furthermore, inspectorate reports were provided from 1992 onwards, allowing parents to compare schools further.


� While increased consumer choice and new funding mechanisms shaped the ‘demand’ side of the market, the reforms also targeted the supply side, enhancing the ability of schools to respond to parental preferences. The reforms introduced the principle of Local Management of Schools (LMS), which meant schools were responsible for their own internal management – including staffing and other day to day expenditure (e.g. books, rent, etc) -  something previously controlled by the LEAs. The reforms also significantly enhanced the role of school governing bodies and required them to be staffed by parents (Maclure 1992)


� All schools with a minimum of 300 pupils could apply for GM status (including Roman Catholic and Church of England schools). The process of application involved an initial vote by the school governors followed by approval through a parental ballot.  


� There were also claims made that up to 30% of GM schools used ‘covert’ selection methods in order select more able pupils (Ball 1993). A further set of reforms in 1993 and 1996, officially expanded the number of pupils GM schools could select up to 20%. Moreover, even ‘comprehensive’ GMs were given control over how they set admissions – such that even where selection on ability was not formally allowed, schools were able to use interviews and other techniques that potentially allowed some forms of selection.


� It is also important to note that GM schools risked created a ‘two tier’ workforce as well. Following the ‘opt out’ of public control, the schools had to maintain equivalent pay and conditions for existing staff, but had more leeway to set both pay and conditions for new staff. 


� The standard measure of deprivation among English pupils, is eligibility for Free School Meals (FSM). Levacic and Hardman report that in 1997 in inner London, 37% of LEA pupils were eligible for FSM but only 20% of GM school pupils and that 18.1% of LEA pupils were not fluent in English compared to 8.1 of GM school pupil. (2001),


� GM schools received a transition grant to enable their conversion in status, and also had favorable access to further capital funding. 


� In 1997, 17% of secondary school and 3% of primary schools were GM (Levacic and Hardman 2001). However, nearly 40% of all schools had some type of special status – as a grammar school, GM school, a City Technology College, voluntary maintained school (e.g. Church of England of school) (Fitz et al. 1997) Moreover, while overall segregation fell from 1988 to 1997, it increased in areas with a large concentration of GM schools (Taylor et al 2005).  


� In the lead up to the 1987 election, public opinion polls asking voters which party they ‘trusted’ on education found an even split between the Conservative and Labour party (at 32 and 33% respectively) (MORI). In 1992, Labour had a distinctive advantage, with 42% of voters trusting Labour with education compared to 26% trusting Conservatives. This lead remained relatively stable up to the 1997 election and through the 2002 election.  


� While Labour initially opposed the 1988 education reforms and the introduction of markets in education, in opposition, Shadow Secretary of Education, David Blunkett, began to prepare an education strategy for Labour’s return to power that built on elements of the new educational structure. This strategy required a delicate balancing between appeasing the left-wing of the Labour party which was focused on issues of academic selection and the grammar-comprehensive debate, and constructing a broader appeal to the middle classes. Blunkett pursued this in two ways – first he promised an end to selection stating “Read my lips, no more selection” but remained vague on what this promise actually implied. Second he attempted to shift the debate to ‘Standards not Structures,” meaning away from issues of selection and towards pedagogy and performance in schools. In contrast to Labour’s promises to ‘abolish’ internal market, in education Labour was vague on their stance towards the ERA and broadly acceptant of both  choice and greater state control over the curriculum, testing, and standards.


� ‘Foundation Schools’ unlike GMS receive funding from the LEAs. However, the schools have more independence than LEA schools, in that school governors maintain control over admission, the premises and staff. 


�In contrast to the health care reforms, Labour has introduced less change in the area of allocation of services, keeping elements of the two-tier system introduced by the Conservatives. However, there has been some significant movement here that demonstrates a difference in approach. After returning to office, Labour abolished the ‘Assisted Places’ scheme that gave students a partial voucher to private schools and used the these funds to address area based inequity.  Labour has increasingly targeted funds to schools serving underprivileged populations. The total amount of spending directly by the central government (i.e. not through the LEAs) has increased from 4 to 16% of education spending between 1997 and 2003. While part of this funding has gone to specialist schools and other more privileged schools, there has been a significant transfer of funds to combat educational disadvantage (Johnson 2004). The system of funding within the LEAs has also been altered to be more sensitive to differences among pupils, aiming to decrease incentives for schools to cream-skim by increasing funding for pupils with special needs. Finally, Labour will increase overall spending on the system by 60% in real terms between 1999 and 2007/2008, with bulk of this spending going to schools (Johnson 2004). Initially, Labour policy looked reform admissions to remove some of the perceived inequities of Conservative policy – developing a code of admissions that advises against using interviews to select pupils and requiring a more transparent set of rules.� However, Labour left the system of selection by aptitude in grammar schools in place, and has actually expanded this by allowing new specialist schools and City Academies to select 10% of pupils. Thus Labour has only partially rejected the move toward more ‘risk’ for individuals introduced by the Conservatives. 


� Labour has in many ways continued with the Conservative mistrust of LEAs. A controversial 5-year plan published in 2004, presented a vision of autonomous schools with little LEA influence (DfES 2004). 


� 1998 Act – put in the background – and in this section also point out the use of targets. Blunkett’s quote that he would resign if they were not meant. Point out that despite the rhetorical use 


� Many senior Labour officials and civil servants interviewed for this project, expressed the view that the literacy and numeracy strategy was successful up until 2001. However, the actual effects are less clear, since performance in math and English was already improving from 1995 onwards – before the strategies were introducing (Johnson 2004). 


� This has been driven by plethora of initiatives – Education Action Zones, Excellence in Cities, and City Academies – as well as outsourcing LEA management, have been driven by centrally or locally directed contracts Several plans targeted areas or LEAs rather than schools directly. Education Action Zones (EAZs) involved competitive bidding for plans to develop education in ‘deprived areas’ involving multiple schools, with two rounds of bidding extending to over 60 zones. The government would provide £750,000 with a further £250,000 raised through private sponsorship, with the EAZ run by the private partners in conjunction with the LEA and voluntary groups (Power et al 2004). The program was considered to have achieved only mixed  success, and was later absorbed into another imitative ‘Excellence in Cities.’ A more successful initiative at the area level involved the contracting of LEA management. This contracting involved actually sourcing some or all of the activities provided by LEAs to the private sector through competitive bidding. Legislation in 1998 gave the Secretary of State for Education had the power to outsource LEA management, and this was used in 2000 on authorities perceived to be failing such as Leeds, Doncaster, Hackney and Islington and later extended to a number of other authorities. Initially, the government had to ‘create a market’ as taking over some of the poorest or most troubled LEAs was not attractive to the private sector; however, a number of providers have entered the market with the aim of providing educational support services (Interview, DfES official involved in LEA services, 2004). This model has been seen as broadly (although not universally) successful, and many LEAs have renewed their contracts with providers. Legislation in 2002, further allowed LEAs to voluntarily contract out with the private sector. A senior DfES official also stated this as part of broader intervention strategy in LEAs has been one of the ‘biggest achievements’ of early Labour policy, as both the use of contracting and the threat of it created a climate of ‘improvement’ among the LEAs (Interview, Senior DfES official 2004). The City Academy program, started in 2000 with first academies opened in 2002, with a planned increase to 200 by 2010. This program involves government funding of independent schools. Schools may be new branches of existing independent schools, Church or voluntary schools, or new schools established by private sponsors, and are targeted at deprived areas or failing schools. The Academies use private sponsorship and management, with aim of combating poor performance through new methods.


� These general prescriptions and increased monitoring apply to contracted schools and authorities as well. Moreover, the skill of the central government and the LEAs appears to have increased with the respect to contract– for instance – between the first and second round of bidding on EAZs researchers examining the process found improvement (Power et al 2004). Many of the contracting reforms have occurred in areas of weak governments – failing LEAs or deprived areas. While this situation ostensibly meant the contractor was responsible to the government it was supposed to replace or improve, the central government and Ofsted remained closely involved in monitoring the process. 


� In the lead up to the 1988 reforms, Mrs. Thatcher suggested that grant maintained schools may be allowed to charge fees and have full control over selection – something she and the Secretary of State for Education Kenneth Baker immediately had to retreat on due to negative publicity (Chitty 2004, Baker 1993)


� As right-wing Education Secretary Keith Joseph stated “I find myself here in the anomalous position of someone who doesn't like nationalisation and is yet forced to try and improve the nationalised (school) service by every device I can lay my hands on. And I do it with a good heart because, there it is, we have a nationalised school service. We've had it for generations .. and we must make it as good as we can for the sake of the children.' (The Guardian London July 24, 1985). Sir Keith also stated with respect to vouchers “I am very disappointed … 'I found that it is just not practicable to have a state-financed but parentally conducted system.'' (1985 The New York Times). In another forum, Jospeph expanded on the limitations on vouchers, stating (in contrast to other reports) “Finances certainly didn’t enter into it. No, it was political. In the sense…that you would have to have very controversial legislation, which would take two or three years to carry through, with my Part split on the issue and the other Parties all unanimously hostile on the wrong grounds” (quoted in Chitty 2004) 


� The Poor Law’s of 1834 established a residual care sector  for the poor, children and the elderly, with ‘care’ provided in institutional workhouses for the poorest members of society. In 1929 the Poor Law’s were brought under the control of local government, with the LA’s responsible for workhouses and hospitals. However, in the following two decades, further legislation separated pulled health care out of LA control with the founding of the NHS and 1934 legislation separated care services from social assistance (Hill 2000). In 1948, legislation established a children’s and welfare department in local authorities, with little attention given to the needs of elderly people in terms of hope help (Hill). In 1965 the Seebohm Committee was established, leading to legislation in 1970 that created a single social service department in each LA. and several pieces of legislation – funding situation – put in some history here 


� The local government body responsible for personal social services varies across England, and includes county councils, metropolitan district councils, the 32 inner and outer London boroughs, and unitary authorities. In Scotland and Wales, there is only one tier of local government, and the Scottish and Welsh parliaments have control over a range of local government issues.


� The Thatcher government introduced a program of forced contracting in local authorities for a number of services in the 1980s (Compulsory Competitive Tendering). This initially was applied to services such as refuse collection, school cleaning and other ancillary services. 


� The Scottish parliament, which has generally rejected markets in health and education in Scotland, also chose to introduce free personal care for the elderly. 


� The major choice enhancing policy involves giving funds to the person in care rather than a service. The system of ‘Direct Payments’ was introduced by the Conservatives in 1996, and has been heavily  promoted rhetorically by Labour. However, in practice, few elderly people receive direct payments. 
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