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When Labour placed its manifesto before the British people in May, we made a promise that we would safeguard public services for a generation by making them fit for the modern world in which we live our lives today.  In keeping this promise I want to talk this afternoon about how the values on which public services were originally built can only be realised in the decades ahead if we are prepared to embrace radical reforms in the way those services are delivered.

The values themselves have remained constant.   

· Universality. 

· Opportunity. 

· Security.

· Equity.

These are the right values on which to build for the future. 

So it is the job of a modern, enabling state to ensure that every young person has the right to the best possible education, regardless of their families income or wealth. To make access to good quality healthcare equally universal, because personal health should never be dependant on personal wealth. And it is absolutely the job of government to help people move from welfare to work.
To achieve all of these things we need high quality, effective public services, because most people cannot afford to buy these services from their own resources.  So how we organise, structure and deliver public services  has a profound bearing on social justice in our country. And for those of us on the centre left , these matters go directly to the heart of our politics and the rationale for our existence a s a political force. That is why the quality of public services is so important. If we can get it right, we will help create a powerful engine for social progress and social cohesion.

First and foremost, this is the reason why we have been prepared to see through radical reforms to public services.  Because we all know that public services can and should be improved. 
Why we must pursue reform

The unremitting pursuit of social justice , being determined to break down the barriers that  deny people true equality of opportunity  - that is what drove our predecessors in the Labour movement to create the institutions of the post-war welfare state.

That same spirit must drive us today. That is why we must have the courage to fundamentally re-examine our public services and ask whether their current structures have delivered the social goals for which they were intended.

In doing so we must never underestimate the scale of the leap forward delivered by the post-war welfare state. The reforms that Clement Attlee’s government introduced were truly life-changing for many millions of people who had endured the hardship of war.

Their benefits are still felt today. Improved standards of education have offered people a ladder out of poverty. People live longer and have healthier lives because of the NHS.  Most people live in warm homes and have their income protected during times of economic hardship. 

Yet in many critical ways, it is clear that – while improvements have been made in the past eight years – the model of public service delivery we inherited has simply not been responsive enough to tackle some of the social divisions that still scar our society.

· Despite half a century of a welfare state designed to provide essential support from cradle to grave, you are still likely to live longer the wealthier you are. The increase in life expectancy in the most advantaged areas is outrunning that in the poorest areas .   Among men, the gap between the local authority with the lowest life expectancy, Glasgow, and the one with the highest, East Dorset, rose in the last decade. And the NHS arguably  serves the more affluent better than the poor - the professional classes are 40 per cent more likely to get a heart bypass than the those from lower socio-economic groups, despite much higher mortality from heart disease in the deprived group

· And despite decades of education provision ostensibly designed to deliver equality of opportunity, our universities remain packed with the children of more affluent families. Although the percentage of young people from working class backgrounds getting a university place has increased significantly in the last decade, participation rates remain well below those of professional families. That can come as no surprise when you consider this week’s report from the Office for National Statistics showing that nearly 9 out of 10 16-year-olds with parents in higher professional groups are in full time education compared with 6 out of 10 of those with parents with manual jobs
· And, critically, despite raising standards across the board, our schools are struggling to narrow the gap between the attainment of children from lower and higher income families. Though there has been an improvement since Labour came to power - only a third of pupils from an unskilled manual background achieved good GCSE results in 2002 compared with three quarters from professional backgrounds

It is these stark facts alone that make the case for public service reform. They are the powerful arguments against accepting the old model of top down, monolithic public services run from the centre.

The choice facing New Labour 
The Labour Party has a historic third term of office . We must not now retrench from the approach which the British people have endorsed at three successive general elections.
Change and reform must continue. We must not adopt a programme and a political rhetoric that takes refuge in the language, structures and institutions of the past that is increasingly irrelevant to the modern world and has not delivered social justice

We should embrace the goals of social justice, as a party that is at ease with the modern world around us. And we must seize the opportunity to harness and manage the modern tools of competition and choice to create a public service delivery system equipped to deliver levels of social justice and equality of opportunity that have always eluded us. 
For me it is clear. As John Prescott has said, New Labour has always been about delivering traditional values in a modern setting. There can be no half measures - it is time to fully face up to just how different the modern world is from the world in which our public services were first established and pursue new solutions that will help deliver those values. 

Injecting the modern tools of choice, diversity and contestability into public services does not involve abandoning the principles of fairness. Instead  it seeks to  deliver a truly fair system for all by empowering everybody, not just those at the top,
The affluent have always had choices.  In most parts of life, if they don’t like what they are offered by state services they can buy themselves something better. Let us not shy away from that fact –  people with the means to buy greater choice would not part with their money if that choice did not give them a better deal.
Our challenge is firstly to offer everybody the chance to choose a better deal from public services regardless of wealth. It is about redistributing power to all, not just the few.
And secondly it is about changing the make up of public services so the choices we extend to all are meaningful choices, choices that will actually improve the quality of peoples lives.  We know that supply-side reforms that give public service providers more incentives to give consumers an improved service create powerful tools to drive up standards.
Combining increased choice with a payment by results system is working to deliver better results for all in the National Health Service – not just for the middle classes who are used to exercising choice. When choice was offered to cataract patients waiting for operations in London, over 70 per cent exercised it. 60 per cent of patients waiting for heart operations did the same. 

Waiting lists in London fell by a substantial 19.4% compared to a fall of 7.6% in the rest of England – showing that our reforms can tackle the imbalance that has traditionally seen the wealthy get more from the NHS than the poor.

So it a myth to suggest that choice in public services only benefits the wealthy. Indeed, it is a myth to suggest that  support for choice is confined to the better off.  Recent surveys on local government and health services found that it is the lower socio-economic groups who show the strongest support for increased choice'.

Labour’s programme  to introduce choice, competition and contestability into public services explicitly empowers customers themselves as key to service improvement. Rising public aspiration have to be part of the solution to public service reform, not part of the problem. 

We must therefore seek to harness the powerful engine for change that markets can provide without sacrificing the principle of equity that markets can so easily  undermine. We must seek to find innovative ways to mirror the drivers that have seen standards improve in the wider economy, while, critically, preserving our principles of free and universal access.

When I talk about the use of market-based mechanisms as the bedrock of our reforms in the third term,  I am not talking about the use of ‘free market’ mechanisms, where demand and supply is regulated through a price mechanism determined by the ability of those who can afford to pay.  This is where the Tories want to take us as we saw in the last General Election. It is the wrong solution to the collective challenges that face us a nation.  But because we reject one extreme model of reform does not mean that we chose to adopt the other extreme – where the State is responsible for both the production and delivery of all major public services.  Neither model will bring social justice.
At the start of the 21st century we can be more confident than ever in our ability as a Government to influence the shape of markets, using the tools of regulation, inspection and procurement to secure the social justice  the public expects.  

The debate on public services is often framed on the traditional left as being a choice between staying true to our principles by holding on to a model of public service delivery based exclusively on uniformity, or sacrificing principle by opting for new, market-based solutions that involve diverse providers and financial incentives to encourage higher levels of service. Reformers, so the argument goes, want to abandon these principles of social justice. Those who want to preserve the essential elements of the current system  - and simply invest more and more public money into unreformed services - are presented as the only people prepared to defend the core values of public service.

In fact, the reverse is the case. The increased resources we are delivering are an essential platform on which to build world class public services. But failure to press on with reform runs the risk that public services stay rooted in the delivery systems of the past, whilst the public they are there to serve have moved on and expect something quite different.

It is true that public services were created to address the failures of free and unfettered markets in the drive to provide decent education, housing or health care for all.  But as the welfare state took shape we began to confuse collective means with ends.  We created structures, processes and critically language, that either disguised the extent of the market’s continued influence or positively attempted to squeeze it out.  The reality of course, was always different.  The market has always played a role in public service provision but what we lacked was any coherent political, economic or social framework against which to judge its extension and use. 

So let’s get on with recognising – indeed embracing - the fact that the public are, in many respects, consumers of services provided collectively.  Let’s realise that this in no way detracts from the values of public service.  Indeed I would argue the very opposite – that only by recognising and embracing this change – realising that the public are more educated, more empowered, more able to make choices for themselves and their families, are we likely to make our public service reforms succeed.
Our Party’s acceptance that we can put the consumer first in public service provision, that profit can be compatible with public service, that choice should be the norm, not the exception  - these should be the guiding lights for the programme of public service reform in our third term. They will help New Labour to keep in touch with the ambitions of the British people and they will help public services meet the needs of the British people in the new century. 
Failing to address these issues head on leaves the door ajar for the pay as you go fanatics on the Right to win the argument about the direction of public service reform and usher in a system where those who can afford a good quality service can get access, but those who can’t afford to pay are consigned to a second rate service. 

Customer service-ethos in public services

To succeed in putting the consumer first, public services must embrace modern tools and techniques to measure, then increase, customer satisfaction. 

Good public services are of course, about outcomes. When you use public services, you want to be dealt with efficiently, expeditiously, and through that you want your life improved in some way. People are realistic about what can be delivered - but the way the service is delivered is often just as important in determining public perceptions about public services as the outcomes themselves.

For example

a) People don’t expect every crime to be solved, but when they are a victim of crime people expect to be treated seriously with sympathy and understanding, and to be kept informed of progress,.

b) In the case of housing, the introduction of a choice-based letting scheme allows people to make clear their preferences and makes the letting process much more transparent. So rather than an opaque points-based system at which you put your name on a list and at some unpredictable point in the future, you get an offer, you get to see what properties are available (digital cameras make this cheap) and enter your preferences. You feel that you have some contribution to the process, rather than feeling that something is being done to you.

All areas of public services carry out some degree of work on customer satisfaction, and there are examples of excellence when those services embrace the concept. 

· Satisfaction levels with policing in the North West rose once the police forces in Blackburn and Liverpool began to actively seek out public views on how performance could be improved

· Local councils who have developed single customer call centres for the range of services they provide have transformed the way they deal with people and achieved a very positive response from their customers
· The UK Passport Service has repeatedly topped customer satisfaction surveys – beating a host of market leaders in the private sector, from eBay, Virgin Mobile, to Tesco. This is a public service that had gone through major problems, but then succeeded in refocussing its delivery on meeting its customers needs and now has set the standard for others in the public and private sector to follow.

Yet, on the whole, it is obvious that this level of improved customer experience is not spread across public services as a whole and our public service delivery systems lack capacity and incentives for continuous reinvention and renewal. 

It is by embracing customer satisfaction as the key driver for public services – finding out what people actually want from their services and using that information to drive change programmes -  that we can help public services catch up with the best on offer in wider society.

Improving quality of service is something that the best private sector organisations do all the time: if their customers feel bad about transacting business with them then they will take their custom elsewhere, and if they feel really bad, they will try and take their friends too.   

Therefore, when private companies who provide services to the public take their eye off the ball of customer satisfaction they lose out to their competitors.

Of course, the private sector gets it wrong – frequently – and can offer poor value for money and quality of service. The public’s frustration with private sector call-centres is just one example of that. But the key difference is that  consumers in the wider economy feel empowered when they can exit from poor service providers – when they have choices. 

In the public sector we know – even with the extension of choice – that there will be many occasions where people choosing not to have that service and to move to another one is impracticable. People pay for public services mainly through taxation, which, to put it bluntly, means that they have no choice but to pay for them. The equity case for that is clear, but it does mean that public services often start from a disadvantage. They have to work almost twice as hard and be twice as good at empowering consumers and offering quality customer service provision as their private sector counterparts. People have no choice but to give us their money for this service and as such we have to clearly prove we are spending it wisely. We should accept this challenge and not run away from it. 

Finding the most effective way to harness customer satisfaction as the key tool to drive public service improvement is essential if we are to make continual progress with our programme of reform. Essential targets for public services will remain to provide benchmarks against which taxpayers can judge whether value for money is being delivered. But increasingly these need to be driven by consumer demand.

That is why we are looking to develop a new standard measurement system that can identify, and then track, how satisfied customers are with the public services they get.

Service providers have developed their own increasingly sophisticated mechanisms for measuring customer satisfaction in recent years. But a standard measurement system across public services would allow consumers to measure how different services compare in delivering what people want.

Constructing a comprehensive customer satisfaction index for key public service episodes is a groundbreaking project requiring the moulding of complex data on people’s experiences into a usable model that can be applied across sectors. Yet if we can succeed in constructing such a model, we could provide institutions with vital information to identify and prioritise the action they need to improve the quality of the service they provide.

And critically, it would create a powerful driving force for change from the ground up – showing which areas of our public services are leading the way in providing a good service to customers, which need to improve – and the kinds of things they should be focussing on.

Charter Mark

To recognise and encourage good customer service from all public service providers, we need a new benchmark of success.  I have asked Bernard Herdan, the Chief Executive of the Passport Agency, to review the existing Charter Mark scheme and develop a new customer service standard to encourage and recognise outstanding customer service across our public services.

Charter Mark has made solid progress in recent years at focussing public service providers on the needs of their customers. But we must strive to do more – Mr Herdan’s  success in transforming the experience of people using the Passport Agency shows that public services can raise their game to match and surpass the very best of the private sector. He will help set new standards of excellence for services to aim at.

Unlike the existing scheme, the new Customer Satisfaction standard will apply across all public service providers – in the public, private and voluntary sectors. As the barriers between state, business and voluntary providers are increasingly broken down in new, user-focussed public services, it is only fair that the efforts of each in delivering customer satisfaction are given equal merit.

Conclusion

New Labour’s success in 1997 was not about being in the right place at the right time – as many Conservatives still believe. It was instead down to our ability as a political party to once again realign our values, our ambitions, with the values and ambitions of the British people. 

Too often in our past have we allowed those two things to become disconnected – fatally at times for the communities and families that most depended upon the election of a Labour Government.  Too often we appeared incapable of understanding the needs of today’s electorate, never mind their hopes and ambitions for tomorrow.  That changed in 1997.  Two more General Election victories later we can still claim to be in touch with their hopes and ambitions.  But at the start of this historic and unprecedented third term, there can be no safe harbour for the Labour Party to rest in.  

People’s attachment to public services will always go far beyond that of a simple producer-consumer relationship. We should never ignore the complexity and strength of that relationship. People are citizens, they are taxpayers and they are consumers.

Nor will measuring customer satisfaction as an indicator to public service success be a single answer to improving those services. After all, even once users are empowered - once public services can properly identify the action their customers want them to take - services will need to be ever more innovative in finding new ways to meet those challenges. We will say more about those changes in the months ahead.

Yet making the goal of customer satisfaction fundamental to the ethos of public services is essential if we are to succeed in moving from  the paternalistic statism of the past to the progressive, individual empowerment of the future.

Our objective in these reforms must therefore be clear. We want modern, effective, personalised high quality public services that reflect the needs of the times we live in today and which can provide the maximum possible opportunity for people to make the most of their lives.

And if we keep our focus on the values that have always provided the inspiration for our public services as we accelerate this process of reform, then we can do something else as well. We can help lay the foundations on which future generations will be prepared to invest their support for the concepts of social justice and social solidarity - that we can achieve more as a society when we stand together than if we go our own separate ways. 

