The revered pioneer of political economics, Adam Smith (1804: 178), defines the difference between the public and private sector as follows; 

‘Erecting and maintaining those public institutions and those public works, which though they may be in the highest degree advantageous to a great society, are of such a nature, that the profits could never repay their expenses to any individual or small number of individuals and which it cannot be expected, therefore, that any individual or small number of individuals would ever erect or maintain.’ 

That is to say that the private sector will not supply services to society unless there is a profit to be made in doing so, therefore it becomes the governments responsibility to step in and ensure that services such as civil defence and the administration of justice are in place to provide stable conditions for the private sector to prosper and thus bring greater quality of living standards to society in general. 

With that in mind, successive Governments across the world have faced the dilemma over which services to provide and in what way is it best to fund, manage and deliver these services? It is a hotly contested issue and factors such as political ideology, the economic outlook, changes in social attitude, technological advances, legal constraints and environmental considerations all have to be taken in to account before political leaders can decide on the direction of public policy. 

If we take the period from the end of the Second World War until the beginning of the 1980’s as a starting point for an analysis of Public Sector organisation, we can look back and see that the traditional system of organisation known as Public Administration was characterised by a belief that there was a separation between the political and administrative functions of government. In other words, it was seen to be the job of political leaders to formally control government policy and the job of the civil service to put these policies into practice on its behalf. 

It was therefore assumed that civil servants were apolitical and beyond reproach from the public, as their only duty was to serve the public interest by implementing a top down hierarchical model of bureaucracy that strictly adhered to standardised rules and procedures set out by their political masters. 

As a consequence, this rendered the decision making process painfully slow due to complicated administrative procedures and overzealous regulation, while a wasteful economic culture permeated throughout the public sector. 

In an effort to improve the economic efficiency of the public sector, the principles of scientific management (Taylor, 1911) were applied that analysed workflow and broke it down to it’s constituent parts but despite removing redundant steps, critics rejected the ‘one-best-way’ of delivering public services and viewed the Public Sector as a ‘lumbering dinosaur’ that delivered poor quality service. 

It wasn’t until Margaret Thatcher’s Conservative Party came to power with a neo liberal political agenda that significant strides were made to address the bloated scale of the state and the perceived uneconomic, inefficient and ineffective nature of the public sector. 

In doing so, the government introduced swingeing Public Sector cuts and pushed through sweeping Public Sector reforms such as the privatisation of nationalised industries in an effort to reduce the size and financial burden of the state. 

During this time of Political upheaval, the economic landscape also changed significantly with government adopting a monetarist economic policy to promote a free market economy. As a result, the economy experienced a boom, which led to a feeling amongst many that the public sector had become outmoded and in need of a comprehensive overhaul to keep pace with the buoyant private sector. 

In a bid to modernise the public sector, a new system for organising public services emerged known as New Public Management, which was based on the application of private sector management principles to improve the cost efficiency and effectiveness of the public sector. 

Horton and Farnham (1999: 248) describe New Public Management as being ‘underpinned by a business orientated culture in which people at work are driven to accept a continual search for greater efficiency and effectiveness and are expected to cope flexibly with continuous change’ 

The move away from the dogma of Public Administration and its bureaucratic style of governance to a new market orientated way of thinking brought about a change in the relationship between politicians, public sector managers and the public. 

It led to a dilution of the input model of top down control and the political /administration dichotomy that existed, because public sector managers were now seen to be responsible and accountable to the public for the decisions they made in managing and delivering public services. 

As a result, public sector managers were conscious of how their departments were being portrayed in the media and enlisted public relations professionals to manage their reputation, which was in direct contrast to public administration that shied away from media attention. 

With greater powers to shape how services were delivered came greater responsibility for the Public Sector to achieve results and this led to a much closer working relationship and better communication between politicians and public sector managers, who were now no longer seen by the public as being politically neutral. 

As a consequence, this allowed for greater flexibility in staffing and the ‘job for life’ culture that characterised public administration no longer applied to public sector managers, exemplified by the fact that when a new political party comes to power there are often new appointments made. 

The adoption of NPM also led to greater flexibility in the way in which government was organised and as a result public sector managers reviewed the role of government and embraced a strategic management approach to achieve organisational success. 

Various models of NPM have been advocated such as the efficiency drive, downsizing and decentralisation and public service orientation, but one of the most important models was ‘In search of excellence’ which was based on the McKinsey 7S management framework. (Peters and Waterman: 1982) 

This model was based on aligning Strategy, Structure, System, Shared Values, Skills, Style, and Staff to improve organisational performance and involved adopting the key private management principles of planning, organisation, leadership and control to identify the organisations goals and select the appropriate course of action that best targeted the organisations resources to suit the needs of the public. 

In deciding which goals to pursue, SWOT analysis identified the Strengths, Weaknesses, Opportunities and Threats facing institutions and enabled public sector managers to both react more quickly to change and come up with plans that reflected the environment in which they were operating in. 

By setting out long-term goals and implementing strategic, tactical and operational plans, this led to an improved effectiveness of the public sector as employees embraced the common values and beliefs that were set out in the public sector organisations mission statements and organisation vision. 

An example from the BBC, ‘Our mission: To enrich people's lives with programmes and services that inform, educate and entertain. Our vision: To be the most creative organisation in the world’ (BBC Website: 2012) 

As a result, this led to organisations achieving their strategic objectives of improving efficiency and effectiveness through goal congruence between management levels. This was in direct contrast to public administration, which was seen to be short sighted because planning the implementation of tasks was done on a short-term day-to-day basis. 

In applying the core values of private sector management, another key objective of government was to get better value for money for the taxpayer by placing greater importance on fiscal responsibility. This invariably led to greater competition within the public sector and between the public and private sectors. 

With the centralisation of government procurement came the view that the private sector could outperform the public sector at providing certain government functions and as a result, compulsory competitive tendering was introduced and many services that weren’t at the ‘core’ of an organisation were contracted out. 

‘Some have argued that a ‘contract’ state has emerged whereby an increasing proportion of public services are organised around market relations and commercial contracts between purchasers and providers.’ (Sanjiv Sachdev: 2001: 5) 

The arrival of public private partnerships and private finance initiatives as a means of funding large infrastructure projects such as roads, hospitals and schools also demonstrated the separation of purchaser provider relations. 

‘A central tenant of the ‘new right’ ideology was that markets are the only efficient way of allocating resources, reducing costs and improving efficiency.’ (Norman Flynn: 2007: 201) 

In a bid to increase competition in the public sector and ultimately get better value for money, performance management was established as a tool to monitor performance and provide feedback to government as to whether or not public sector institutions were meeting targets. 

Results were published publicly in a drive for greater transparency and accountability and the most efficient government departments were benchmarked as the standard to aim for. In turn this exerted pressure on public sector managers to hit efficiency targets and as a consequence they introduced performance management practices of their own on public sector employees. 

Although Public Administration placed little emphasis on performance monitoring and as a result was less effective at improving cost efficiency it was thought by some that the standard of service delivered by NPM had slipped and become impersonal due to the efficiency drive placing productivity demands on public sector workers. 

This is exemplified by the introduction of league tables to measure a schools performance. On the one hand it encourages competition between schools and as a result may improve children’s test results, but conversely the teacher may have only taught pupils how to answer the exam questions rather than teaching the broad scope of the subject, therefore nullifying the gains in efficiency. Critics of performance management would contest that you cannot fatten a pig by weighing it. (Hume & Wright: 2006) 

Another point of contention surrounding NPM and private sector management styles was whether or not professionals such as doctors were better placed than public sector managers to make decisions on how best to allocate resources. This battle for budgetary control is very much alive to this day, as this extract from the BBC news website make clear; 

‘The legislation would abolish Strategic Health Authorities and Primary Care Trusts and give much greater control over care budgets and commissioning decisions to GPs and other health professionals.’ (BBC News Website: 2012) 

While Thatcherism heralded the age of NPM, the change towards a state that was more widely influenced by the private sector did not stop there. Indeed John Major went further when he introduced the citizens charter that included measures to increase competition and privatisation in the public sector and bring in performance related pay to improve standards, which would have been an alien concept to Public Administration. 

When New Labour came to power in 1997, Tony Blair did not alter public policy retrospectively, instead choosing to build on the status quo by promoting partnership with business and by giving people greater choice over services such as education and healthcare provision. The Blair agenda also introduced the freedom of information act to promote greater transparency in the public sector and this inevitably led to greater accountability in the public sector. Gordon Brown who was an advocate of a more pluralist and fairer society was known to be less keen on market driven reforms, but was judged by many to have made little lasting difference to the movement towards greater private sector influence and the concept of NPM. 

During the current age of austerity caused by global financial collapse of the banking sector, the Conservative / Liberal Democrat coalition is determined to squeeze further value for money out of the public sector in order to reduce the national deficit. 

In setting out his vision for the future of public services, David Cameron prescribes a NPM way of delivering services involving the third sector of voluntary groups and social enterprise groups. 

‘It's about ending the old big government, top-down way of running public services and bringing in a Big Society approach; releasing the grip of state control and putting power in people's hands.’ (Telegraph News Website: 2011) 

But critics such as the Archbishop of Canterbury Rowan Williams have described the move towards a range of public sector providers as ‘aspirational waffle designed to conceal a deeply damaging withdrawal of the state from its responsibilities to the most vulnerable.’ (Guardian News Website: 2012) 

In an article on the BBC website the Home Editor Mark Easton explains that ‘Where once ministers would have tried to pull some bureaucratic lever to shape state services, now their job is simply to create the conditions for others to hold providers to account.’ (BBC News Website: 2011) 

To this end, through the application of NPM we have arrived at a position where Government ministers have become less accountable and the focus is on ‘outcomes, on results - unconcerned as to whether the organisation providing a service is public, private or voluntary.’ (Telegraph News Website: 2011) 

Despite the application of NPM on the public sector and the various measures that have been taken to increase the efficiency of public sector organisations, critics would argue that successive governments have still been unable to remove systemic bureaucracy from the public sector. 

This is thought to be caused by path dependence, as one set of decisions for any given circumstance is limited by the decisions made in the past, even though past circumstances may no longer be relevant. 

Some would argue that since the introduction of NPM civil servants have simply become the private sector managers of a public sector bureaucracy and in some areas red tape has become more prevalent. One example of continued bureaucracy would be in the Welfare State, whereby complicated systems such as means testing continues to be the preferred way of making decisions regarding peoples benefits. 

After evaluating the political and economic history of the past 30 years and by weighing up the main differences between the traditional model of Public Administration and the private sector orientated New Public Management, it can be acknowledged that there has been a paradigm shift in the way government has been funded, managed and delivered, therefore it can be argued that NPM represents a radical break with previous traditions. 

In summing up, there has been revolution and counter revolution within the public sector regarding public policy but NPM has given the public sector the platform to keep pace with the rapid political, economic, social and technological changes of the past 30 years 

During this time we have seen the break up of the political/administration dichotomy of public administration, attempts made to reduce red tape, greater flexibility introduced, adoption of a strategic approach focused on results, improved financial management, the introduction of competition, privatisation and the contracting out of services all in an successful effort to reduce wastage and improve public services in a more efficient manner. 

NPM has transformed and modernised public services to such an extent that it can be said the ‘one-way-best’ principle of public administration is a myth. As a result NPM has been copied in other countries all over the world and has become part of the fabric of international society. 

Ultimately NPM has become an engrained feature of the public sector and is not a fad or a fashion that is likely to go away any time soon, it is more likely to be around in one shape or another for a long time to come whether that be in the shape of the new ‘digital era governance’, ‘third way politics’ or the ‘Big Society’ that are all being mooted as possible side partners of NPM.. 
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