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Abstract
The history of neoliberalism is a messy attempt to turn theory into practice. Neoliberals struggled with
their plans to implement flagship policies of monetarism, fiscal prudence, and public sector privatisation.
Yet, inflation was still cut, welfare slashed, and the public sector ‘marketised’. Existing literature often
interprets this as neoliberalism ‘failing-forward’, achieving policy goals by whatever means necessary
and at great social cost. Often overlooked in this narrative is how far actually existing neoliberalism strayed
from the original designs of public choice theorists and neoliberal ideologues. By examining the history of
the Thatcher government’s public sector reforms, we demonstrate how neoliberal plans for marketisation
ran aground, forcing neoliberal governments to turn to an approach of Managed Competition that owed
more to practices of postwar planning born in Cold War US than neoliberal theory. Rather than impose a
market-like transformation of the public sector, Managed Competition systematically empowered top
managers and turned governance into a managerial process; two developments that ran directly against
core precepts of neoliberalism. The history of these early failures and adjustments provides vital insights
into the politics of managerial governance in the neoliberal era.

Keywords: Neoliberalism; New Public Management; Thatcherism; Managerial Governance

Introduction
Neoliberalism, it seems, keeps succeeding where it fails. Its flagship monetarist programme failed
to control the supply of money and was quickly abandoned. Yet neoliberal governments suc-
ceeded in cutting inflation anyway.1 Supply-side reforms failed to balance government budgets,
but still slashed welfare spending.2 Public choice proponents failed to privatise the public sector,
but still transformed it into a market-like environment of internal competition and outsourcing.

This paradox is well recognised. A range of scholars – who have variously treated neoliberal-
ism as an ideology,3 a theory of politics,4 a class project,5 a network of ideas,6 or an uneasy

© The Author(s), 2021. Published by Cambridge University Press on behalf of the British International Studies Association.

1Martijn Konings, ‘Rethinking neoliberalism and the subprime crisis: Beyond the re-regulation agenda’, Competition &
Change, 13:2 (2009), pp. 108–27; Jacqueline Best, ‘The quiet failures of early neoliberalism: From rational expectations to
Keynesianism in reverse’, Review of International Studies, 46:5 (December 2020), pp. 594–612.

2Melinda Cooper, Family Values: Between Neoliberalism and the New Social Conservatism (Cambridge, MA: MIT Press,
2017).
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5David Harvey, A Brief History of Neoliberalism (Oxford, UK: Oxford University Press, 2007).
6Philip Mirowski and Dieter Plehwe, The Road from Mont Pèlerin: The Making of the Neoliberal Thought Collective

(Cambridge, MA: Harvard University Press, 2009).

Review of International Studies (2022), 48: 3, 484–502
doi:10.1017/S0260210521000619

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

02
60

21
05

21
00

06
19

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://orcid.org/0000-0002-6465-4279
https://orcid.org/0000-0002-2141-3088
mailto:s.dutta@gold.ac.uk
https://doi.org/10.1017/S0260210521000619


combination of all7 – have noted how neoliberals are effective at instrumentalising crises of their
own making in order to further promote their agenda.8 Bob Jessop, for example, argues that
Margaret Thatcher and Ronald Reagan pursued ‘strategies of destabilization’ precisely to engineer
crises they could then exploit.9 Similarly, Jamie Peck and collaborators have described neoliber-
alisation as a ‘crisis-induced, crisis-inducing form of market-disciplinary regulatory restructur-
ing’10 that ‘fails forward’, hegemonic while forever in construction.11 From such accounts,
neoliberalism seems unimpeachable, transforming the crises of its own making into yet further
resources for neoliberalisation.12

In a recent contribution, however, Jacqueline Best questions this framing.13 Her archival work
lays bare the struggles neoliberals faced dealing with the realities of governance when they took
office in the early 1980s. Her work confirms the insights of a broader literature that has high-
lighted how failures in governance proved more challenging for neoliberal governments than is
often recognised.14 She demonstrates how neoliberals curbed inflation only through a deep reces-
sion, rather than by controlling the money supply as they initially intended.15 While Best draws
attention to how neoliberal failure was far more significant than previously thought, it remains to
be determined from her work how these crises impacted the neoliberal approach to governance.
Not accounting for how failure changed the neoliberal project risks downplaying the true signifi-
cance of the early failures and perpetuates the idea that neoliberalism stumbled into success in
spite of itself.

This article contributes to this debate by arguing that the early failures of neoliberals funda-
mentally altered the nature of neoliberal governance. As we show, neoliberals were unable to pro-
vide the ‘fix’ for governance they desired and were instead forced to turn to unlikely substitutes
that considerably transformed their project. The result was more meaningful in shaping the leg-
acy of neoliberal governance than is often realised.

To make this argument, we use the case of public sector reform in the United Kingdom by
the Thatcher governments of the 1980s and the surprising rise of new public management
(NPM). The international growth of NPM is particularly interesting because it is often seen as
a key manifestation of ‘roll-out’ neoliberalism; a pragmatic and more interventionist approach
meant to socially engineer market-like dynamics.16 As we show, the literature usually presents
these reforms as instilling a competitive logic into public services by using administrative
means to enforce penalties and rewards on service providers. From this perspective, NPM
entrenched ‘market-like’ techniques of management in the public sector as a substitute for a
more direct marketisation that would have curbed the role of the state in providing public services.

7Colin Crouch, The Strange Non-Death of Neoliberalism (Cambridge, UK: Polity, 2011).
8Naomi Klein, The Shock Doctrine: The Rise of Disaster Capitalism (London, UK: Penguin, 2008); Fred Block and Margaret

R. Somers, The Power of Market Fundamentalism: Karl Polanyi’s Critique (Cambridge, MA: Harvard University Press, 2016);
Graham Harrison, ‘Authoritarian neoliberalism and capitalist transformation in Africa: All pain, no gain’, Globalizations,
16:3 (16 April 2019), pp. 274–88.

9Bob Jessop, ‘Ordoliberalism and neoliberalization: Governing through order or disorder’, Critical Sociology, 45:7–8 (28
March 2019), pp. 967–81.

10Jamie Peck, Nik Theodore, and Neil Brenner, ‘Neoliberalism resurgent? Market rule after the Great Recession’, South
Atlantic Quarterly, 111:2 (2012), p. 268.

11Jamie Peck, Constructions of Neoliberal Reason (Oxford, UK: Oxford University Press, 2010), p. 33.
12Philip Mirowski, Never Let a Serious Crisis Go to Waste: How Neoliberalism Survived the Financial Meltdown (London,

UK: Verso, 2013).
13Best, ‘The quiet failures of early neoliberalism’.
14Monica Prasad, The Politics of Free Markets: The Rise of Neoliberal Economic Policies in Britain, France, Germany, and

the United States (Chicago, IL: University of Chicago Press, 2006); Martijn Konings, ‘Neoliberalism and the American State’,
Critical Sociology, 36:5 (2010), pp. 741–65.

15For a different reading of the failures of monetarism that places the emphasis instead on a broader paradigmatic shift in
monetary governance that took place in the 1980s, see Sahil Jai Dutta, ‘Sovereign debt management and the transformation
from Keynesian to neoliberal monetary governance in Britain’, New Political Economy, 25:4 (2020), pp. 675–90.

16Jamie Peck and Adam Tickell, ‘Neoliberalizing space’, Antipode, 34:3 (2002), pp. 380–404.
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While NPM is commonly depicted as part of the logic of neoliberalism, we see it as a depart-
ure. We argue that after neoliberal policymakers failed to marketise the public sector as they ini-
tially hoped, they resorted instead to a systematic empowerment of managerial forces. Managerial
governance was radically different to a neoliberal worldview. Neoliberal policymakers entered
office hoping to reduce the cost of public services and make bureaucrats at every level of govern-
ment accountable to the public. Managerialism, instead, focused on empowering top decision-
makers. In the process, it lent greater discretionary power to senior managers, who were the
very people neoliberal theorists were suspicious about. Moreover, the dramatic expansion of man-
agerial planning, oversight, and audit under NPM necessitated the establishment of a vast bur-
eaucratic infrastructure that neoliberals had long resented.

In making this argument, our aim is not simply to show ‘how neoliberalism actually is’ but to
make a more important point about how we frame our interpretations of its practices. We use the
term neoliberal governance to refer generally to the practices of governance put in place from the
1980s onwards. But our goal is to challenge how we conceptualise these practices through a different
lineage of managerialism, rather than account for them within a neoliberal discourse. Many scholars
acknowledge that neoliberalism was messier than its ideological representations and that it necessi-
tated strong state intervention. Yet this often leads to a more limited argument about changes in the
form of governance with the assumption that the new practices still pursued the same broad aims, as
neoliberals continued to ‘fail-forward’. By contrast, we argue that the gap between ideas and practice
reveals instead the vital role of a different political lineage: managerialism. Indeed, NPM had more to
do with postwar planning than with the fantasies of public choice neoliberals.17 For this reason, there
is much to learn by contrasting managerial ideas of governance with neoliberal ones. Yet this has too
often been neglected in International Political Economy (IPE) because of a belief that debates about
NPM in the UK, and management more generally, are the concerns of other disciplines. As a result,
IPE has often misunderstood the widespread managerial dimension of neoliberalism.18

This article builds on an argument we previously developed about the dramatic rise of man-
agerial practices in the public and private sector that first emerged in postwar United States before
spreading internationally.19 Here, we examine the ways in which planning was updated for the
neoliberal era to restructure the UK public sector starting in the 1980s. To do so, we proceed
in three steps. First, we examine how the literature has tried to make sense of neoliberal failure.
Scholars have recognised that practices of neoliberal governance have veered far from initial neo-
liberal plans. Yet they continue to privilege neoliberal theory to make sense of this discrepancy.
By contrast, we invert this framing to privilege the practices of managerialism.

Our second section elaborates on the nature of these practices by developing the concept of
managerial governance. We highlight its distinctive features, where it comes from, and why it
is not possible to understand its practices by starting from neoliberal theory. We argue that
our historical perspective provides an illuminating vantage point to conceptualise governance
in the age of neoliberalism.

To demonstrate this, our third section examines the struggles of the Thatcher governments in
coming to terms with the practicalities of governing healthcare and education. The UK is a para-
digmatic case of the international rise of NPM because it is commonly identified as the place
where the shift was the most striking.20 Along with New Zealand and Australia, it constituted

17Johanna Bockman, Markets in the Name of Socialism: The Left-Wing Origins of Neoliberalism (Stanford, CA: Stanford
University Press, 2011).

18Matthew Eagleton-Pierce and Samuel Knafo, ‘Introduction: The political economy of managerialism’, Review of
International Political Economy, 27:4 (2020), pp. 763–79.

19Sahil Jai Dutta et al., ‘Managers, not markets’, IPPR Progressive Review, 25:2 (2018), pp. 166–76; Samuel Knafo et al., ‘The
managerial lineages of neoliberalism’, New Political Economy, 24:2 (2018), pp. 235–51; Samuel Knafo, ‘Neoliberalism and the
origins of public management’, Review of International Political Economy, 27:4 (2 July 2020), pp. 780–801.

20Antonino Palumbo and Alan Scott, Remaking Market Society: A Critique of Social Theory and Political Economy in
Neoliberal Times (New York, NY: Routledge, 2017).
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an early template that was then translated internationally through the OECD.21 As such, focusing
on the UK reveals more general insights on the politics of neoliberal governance. We conclude by
considering how managerial empowerment is transforming the landscape of global capitalism.

Beyond the ideal of the market: What is driving the failures of neoliberals?
The literature on neoliberalism has focused on failure to make sense of a striking fact: the disjunc-
ture between the ideals preached by neoliberals and the reality of their practices. According to
Peck, the high theory of neoliberalism was quickly swapped for a ‘turgid reality […] variously
failing and flailing forward’ as early neoliberal attempts in the 1980s at privatisation and deregu-
lation gave way to ‘(mis)intervention in the form of market-friendly governance’.22

What makes this gap particularly interesting is that many see it as a crucial window into the
role of the state in neoliberalism.23 As scholars often remark, neoliberals rely on repression and
discipline to produce the market society ordered around competition that they desire.24 The fact
that neoliberal states are highly interventionist is often taken then as a sign of the lengths they
must go to produce this.25 According to this literature, the interventionist drift in neoliberal prac-
tices betrays the profoundly undemocratic nature of neoliberalism; a conspicuous contradiction at
the heart of a project that seeks to impose itself authoritatively, while promising freedom for all.
Scholars have thus widely revealed the latent authoritarianism in the early writings of neoliberals
like Friedrich von Hayek,26 or ordoliberals like Walter Eucken.27

Building on this insight, a rapidly growing Foucauldian literature has taken to downplaying the
importance of actual markets to neoliberalism and redirected our attention towards administered
forms of control. From this perspective, the pursuit of market-rule was never really about the
implementation of actual markets. It was instead a defining norm that informs state intervention
and political forms of manipulation. This is not to say that markets are unimportant in these
accounts, but rather that scholars no longer hold markets themselves to be the defining governing
mechanism of neoliberalism. For example, Wendy Brown argues that governance in the neo-
liberal era never worked by truly marketising all spheres of society. Rather, it ‘disseminated the
model of the market to all domains and activities’.28 Market-like competition became a normative
template for political control, rather than markets being a policy device to be rolled out.

The development of NPM is often held up as a perfect example of this. The rampant quan-
tification of the public sector and use of performance indicators is thought to reflect a ‘market-
like’ form of social engineering that aimed to embed the norms of competition into the public
sector. As William Davies points out, NPM’s reliance on ‘prosthetic prices’ was less ‘concerned
with expanding markets per se, than in expanding the reach of market-based principles and

21Leslie Alexander Pal, Frontiers of Governance: The OECD and Global Public Management Reform (New York, NY:
Springer, 2012).

22Peck, Constructions of Neoliberal Reason, p. 22.
23Peck, Constructions of Neoliberal Reason; Loïc Wacquant, ‘Three steps to a historical anthropology of actually existing

neoliberalism’, Social Anthropology, 20:1 (2012), pp. 66–79; Damien Cahill, The End of Laissez Faire? On the Durability of
Embedded Neoliberalism (Cheltenham, UK: Edward Elgar, 2014); Cemal Burak Tansel (ed.), States of Discipline:
Authoritarian Neoliberalism and the Contested Reproduction of Capitalist Order (Lanham, MD: Rowman & Littlefield
Publishers, 2016).

24Wacquant, ‘Three steps to a historical anthropology of actually existing neoliberalism’.
25Fred Block and Margaret R. Somers, The Power of Market Fundamentalism: Karl Polanyi’s Critique (repr. edn,

Cambridge: Harvard University Press, 2016).
26Ian Bruff and Kathryn Starnes, ‘Framing the neoliberal canon: Resisting the market myth via literary enquiry’,

Globalizations, 16:3 (16 April 2019), pp. 245–59.
27Quinn Slobodian, Globalists: The End of Empire and the Birth of Neoliberalism (Cambridge, MA: Harvard University

Press, 2018).
28Wendy Brown, Undoing the Demos: Neoliberalism’s Stealth Revolution (Brooklyn, NY: Zone Books, 2015), p. 31.
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techniques of evaluation’.29 NPM was not a pragmatic adjustment by neoliberals to their early
failure to extend markets. Rather, according to Davies, it was from the very beginning a means
for ordering society along market-based lines.

This Foucauldian literature provides an important corrective to early understandings of neo-
liberalism by emphasising the centrality of social engineering to governance. Moreover, by con-
ceptualising neoliberalism as a broad rationality rather than a specific set of policies, it allows us
to make sense of the fact that neoliberal reforms were often carried out by people who may not
identify themselves as neoliberals.

However, we argue that specifying the relationship between neoliberal ideas and the manager-
ial practices we now see spreading is more difficult than often realised. The reason for this is that
the approach of public choice that informed the neoliberal view on the public sector was geared
towards limiting bureaucratic power, yet NPM often celebrated the discretionary power entrusted
to bureaucrats now recast as ‘managers’.30 This tension led public administration scholars to write
about NPM as the ‘curious marriage’ of two opposites: neoliberal and managerial ideas.31

While we can doubt the sincerity of neoliberals over their stated desire to empower the pub-
lic,32 the important point here is that there is very little in the history of neoliberal thought to
account for the rise of managerialism. The calculation debate of the early twentieth century, for-
mative to the rise of neoliberalism, was predicated on a rejection of the idea that planners could
replicate the workings of a market. Neoliberals at the time were reacting against claims made by
state planners that they could do the same kind of optimisation as the price mechanism. For this
reason, actual markets were crucial for neoliberals. Hayek warned that ceding any ground on this
issue would allow Keynesian planners to claim the mantle of market efficiency and fuel author-
itarianism.33 For market efficiency is a vague notion that can easily be claimed by planning econ-
omists.34 Anyone promoting some form of optimisation can claim to do the work of the market.
This is why Hayek insisted that the sole protection against this risk was to only trust actual mar-
kets to deliver on the promises of market-based optimisation.

One way to move beyond this apparent paradox is to come back to the theme of neoliberal
failure developed by Best. As we show, neoliberals struggled to come to terms with the reality
of power. It was not simply that it proved difficult to translate ideas into practice.35 More funda-
mentally, they came against the limits of their own political rhetoric revolving around the idea of
the market.36 For what made neoliberal theory so effective politically is also what hindered the
ability of neoliberals to reshape society in the way they desired. Indeed, calling on the market
as an abstract mechanism to handle social issues was an effective political message. Neoliberals
could thus hide behind vague promises of marketisation, simply suggesting ways to put into
place the conditions for markets to operate, but leaving it to the market to actually solve the prob-
lem. By contrast, others were forced to spell out solutions much more concretely in ways that
would make them liable politically. This rhetorical advantage, however, repeatedly left neoliberals
with limited resources once in government to address the real problems they confronted. While
market rhetoric was effective at justifying one-off moves (for example, big tax cuts or interest-rate

29William Davies, The Limits of Neoliberalism (Los Angeles, CA: SAGE Publications, 2014), p. 160.
30Davies, The Limits of Neoliberalism.
31Peter Aucoin, ‘Administrative reform in public management: Paradigms, principles, paradoxes and pendulums’,

Governance, 3:2 (1990), pp. 115–37; Christopher Hood, ‘A public management for all seasons?’, Public Administration,
69:1 (1991), pp. 3–19.

32Nancy MacLean, Democracy in Chains: The Deep History of the Radical Right’s Stealth Plan for America (New York, NY:
Viking Press, 2017).

33F. A. Hayek, The Road to Serfdom (2nd edn, London: Routledge, 2001).
34Philip Mirowski and Edward M. Nik-Khah, The Knowledge We Have Lost in Information: The History of Information in

Modern Economics (Oxford, UK: Oxford University Press, 2017).
35Best, ‘The quiet failures of early neoliberalism’.
36Samuel Knafo, ‘Rethinking neoliberalism after the Polanyian turn’, Review of Social Economy (4 March 2020), pp. 1–26.
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shocks), and in that respect had important policy implications, it proved much less effective as a
programme of governance. This problem, we argue, accounts for why scholars of neoliberalism
long had the impression that it lacked a governance fix. As late as the mid-1990s, for example,
Jamie Peck and Adam Tickell still spoke of neoliberalism as a mode of ‘social regulation in
waiting’.37

Instead of rethinking neoliberalism as a political project revolving around the implementation
of market norms, we argue that the new managerialism essentially filled a vacuum of governance
at the heart of the neoliberal project. At a time when scholars stress the ‘messiness’ of neoliberal-
ism as a concept,38 we think it is important to delineate a neoliberal lineage from a managerial
one. The case of UK neoliberalism is interesting in this regard because it clearly illustrates how
officials in Thatcher’s government rapidly came to the conclusion that public choice ideas were
largely unworkable.39 The initial plans for the marketisation of the public sector (that is, adopting
vouchers for schools and private insurance for healthcare) were difficult to implement and
offered limited options for a government to drive change. The Thatcher government feared
that it would entrench the status quo by giving more freedom to public sector professionals to
carry on as they had previously. This weakness opened the door for managerial actors to push
their strategies and practices in the name of getting value for money. They used references to
marketisation (or market norms) as a way to repackage an old project of managerial governance.
In fact, it was precisely the fluidity of these ‘market’ norms that helped state planners repackage
managerial ideas used in the 1960s as a means to pursue market-led reform in the 1980s. The
Thatcher government would somewhat reluctantly follow this path. While it provided the polit-
ical leverage to radically change the public sector, it required far greater centralisation and man-
agerial control than her neoliberal convictions warranted. Instead of encouraging public
institutions to actually compete, the central state became increasingly involved in steering the
minutiae of public services, and placing professionals under the control of managerial superiors
rather than the unpredictable hand of the market.

The neoliberal rebirth of managerial governance
The practices of managerial governance that were adopted to fix the failure of neoliberalism have
a long international history that goes back to the rise of systems analysis in the US defence sector
in the 1950s. This approach promised a new science of decision-making that ultimately recast
governance in managerial terms. A growing body of scholars have highlighted the importance
of this lineage and its underestimated impact on business40 and public management.41 Its legacy
is seen in the influence of rational choice and game theory,42 in the reliance on cost-benefit ana-
lysis,43 the imperialism of economics,44 and development of systems thinking.45

37Jamie Peck and Adam Tickell, ‘Searching for a new institutional fix: The after-Fordist crisis and the global-local dis-
order’, in Post-Fordism (Hoboken, NJ: John Wiley & Sons, Ltd, 1994), pp. 280–315.

38Rajesh Venugopal, ‘Neoliberalism as concept’, Economy and Society, 44:2 (3 April 2015), pp. 165–87, available at:
{https://doi.org/10.1080/03085147.2015.1013356}.

39This point was made very effectively by British filmmaker Adam Curtis in his BBC documentary The Trap.
40Mie Augier and James G. March, The Roots, Rituals, and Rhetorics of Change: North American Business Schools After the

Second World War (Stanford, CA: Stanford University Press, 2011).
41Knafo, ‘Neoliberalism and the origins of public management’.
42Sonja Michelle Amadae, Rationalizing Capitalist Democracy: The Cold War Origins of Rational Choice Liberalism

(Chicago, IL: University of Chicago Press, 2003).
43H. S. Banzhaf, ‘Consumer surplus with apology: A historical perspective on nonmarket valuation and recreation

demand’, Annual Review of Resources Economics, 18:2 (2009), pp. 1–25.
44Philip Mirowski, Machine Dreams: Economics Becomes a Cyborg Science (Cambridge, UK: Cambridge University Press,

2008).
45H. Heyck, ‘The organizational revolution and the human sciences’, Isis, 105:1 (2014), pp. 1–31.
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Systems analysis was created by the RAND Corporation in an attempt to develop a scientific
approach to war making. Building on the innovations of Operations Research (OR) during the
Second World War, its architects believed that decision-making could be made more effective
by reframing it as a strategic practice of optimisation. This involved processing costs and benefits
for different course of actions to determine the best one. It would set the foundations for a form
of performance management. By assessing how various tactics performed, systems analysts hoped
to determine how various parameters affect outcomes and then use this to decide on the course of
action most likely to perform in line with what they wished to achieve.

In the 1960s, systems analysis was implemented as an administrative technique in the US
Department of Defence. Orchestrated by Robert McNamara in the form of the Planning-
Programme-Budgeting System (PPBS), this managerial form of governance was initially deemed
a great success. It empowered a new set of actors, often scientists with limited military or policy
experience, to take managerial control and challenge entrenched authorities. This promise of sci-
entific control led to its diffusion across the Federal administration in 1965 as part of President
Lyndon Johnson’s ‘Great Society’ reforms. The redeployment of a practice initially developed for
the military, however, created great administrative strains when applied to a wider array of social
policies.

On the one hand, the vast demand for expertise to carry out systems analysis in these new
sectors fuelled the emergence of a broad new policy infrastructure.46 This was comprised of
new public policy analysis schools, think tanks, and consultancies. Often established by systems
analysts coming from the defence sector to provide expertise on social policy, these new institu-
tions held vested interests in the success of this managerial approach to policymaking. They
would play a vital role in propagating systems analysis internationally and, later, in repackaging
these practices for the neoliberal era.

On the other hand, the brutal adjustments that were required to apply systems analysis to
social policy proved unsustainable and led to a spectacular collapse of PPBS in the late 1960s.
This gave the misleading impression to scholars that managerial governance was swept away
by the market-oriented neoliberal ascendency. Yet, these practices were in fact in their infancy.
They continued to evolve rapidly after the demise of PPBS, being pushed by the policy ecosystem
that arose around the implementation of PPBS.

The transition between the managerial governance of the 1960s associated with PPBS and the
one that reemerged in the neoliberal era was played out around the efforts of its proponents to
solve two important problems deemed responsible for the failure of PPBS.

The first stemmed from the challenge of reformatting decision-making in managerial terms.
Using optimisation as a framework for policymaking meant that everything that one wished to
take into account when making a decision would need to be quantified as an input for modelling.
Not only was this computationally difficult, it was logistically impractical. The statistical infra-
structure of national bureaucracies did not measure the kinds of things that needed to be
taken into account for systems analysis.47 Administrative statistics had traditionally focused on
accounting for resource use, but there was a striking lack of data about policy performance
and outcomes. It was this data that systems analysts required for its cost-benefit models to evalu-
ate possible courses of action. The result was a series of attempts to cut corners and plug overly
simplistic proxies to stand in for highly complex processes. An egregious example was the much-
criticised use of the ‘body count’ during the Vietnam War as the benchmark of progress within
McNamara’s managerial war machine.48 This case would illustrate a recurrent problem for

46Elizabeth Popp Berman, Thinking Like an Economist: How Economics Became the Language of U.S. Public Policy
(Princeton, NJ: Princeton University Press, forthcoming).

47William F. West, Program Budgeting and the Performance Movement: The Elusive Quest for Efficiency in Government
(Washington, DC: Georgetown University Press, 2011), p. 22.

48Michele Chwastiak, ‘Rationality, performance measures and representations of reality: Planning, programming and bud-
geting and the Vietnam War’, Critical Perspectives on Accounting, 17:1 (January 2006), pp. 29–55.
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managerial governance: many of the aspects it was supposed to manage were not easily amenable
to quantification.

The second problem was related to implementation and would become a defining political
fault line for managerial governance. Indeed, systems analysts quickly realised that the plans
developed centrally were often laid to waste once they arrived in the hands of professional public
servants tasked to implement them.49 The distrust on the ground towards the analytical methods
of managerial planners led to various forms of resistance that were blamed for the failures of
PPBS. Although this was already a problem reflected in the frequent clashes between the military
establishment and systems analysts,50 it proved particularly daunting in the sphere of social pol-
icy. The greater decentralisation of policymaking in the field of education, healthcare, or urban
planning,51 and a widespread lack of experience with the analytical practices of systems analysis,
contributed to spectacular failures.52

Together, these problems could have led to the full demise of systems analysis. Yet, the vast
investments in a new policymaking infrastructure at the time meant that there was a critical
mass of social forces with vested interests in the success of managerial planning.53 Particularly
important were the investments in social reporting and performance management to feed the
optimising calculations of managerial governance.54 During the 1970s, the proponents of man-
agerial governance found new ways to reframe their techniques and gradually realign their pro-
jects with an increasingly popular neoliberal message. The amorphous notion of market
competition, in particular, would provide them rhetorical cover to recast planning as a form
of ‘market-like’ efficiency.

A good example of this was the trajectory of Alain Enthoven, a key healthcare reformer in the
1980s and 1990s who had a profound influence in the US and in the UK. In the 1960s, Enthoven
was principal advisor to McNamara on PPBS and the person in charge of the systems analysis
bureau.55 After the collapse of PPBS, Enthoven turned his attention to healthcare. In the process,
he played a vital role in developing the idea of ‘managed competition’, which became an influ-
ential template for public service reform under neoliberalism.56

Managed competition was a rearticulation of systems analysis that rebranded managerial opti-
misation as a process of competition. In general, the idea was that top managers would steer the
delivery of services by commissioning competing providers. This framing essentially kept the
basic ideas of systems analysis but considerably downplayed the responsibility of top managers.
PPBS had placed the onus of decision-making on the efficacy of plans drawn up by top managers.
In contrast, managed competition recast top officials as adjudicators tasked with evaluating
between alternatives, essentially arbitrating a competitive process between different options.

49Jeffrey L. Pressman and Aaron Wildavsky, Implementation: How Great Expectations in Washington Are Dashed in
Oakland (Berkeley, CA: University of California Press, 1984).

50Alex Abella, Soldiers of Reason: The RAND Corporation and the Rise of the American Empire (repr. edn, Boston: Mariner
Books, 2009).

51David R. Jardini, ‘Out of blue yonder: The transfer of systems thinking from the Pentagon to the Great Society’, in
Agatha Hughes and Thomas Hughes (eds), Systems, Experts and Computers: The Systems Approach in Management and
Engineering, World War II and After (Cambridge, MA: MIT Press, 2000), pp. 311–59; Jennifer S. Light, From Warfare to
Welfare: Defense Intellectuals and Urban Problems in Cold War America (Baltimore, MD: Johns Hopkins University
Press, 2005).

52Jacqueline Best, Governing Failure (Cambridge, UK: Cambridge University Press, 2014).
53Berman, Thinking Like an Economist.
54Knafo, ‘Neoliberalism and the origins of public management’.
55Allen Schick is another prominent US expert on PPBS in the 1960s, who later became a central voice in the NPM move-

ment via the OECD.
56Alain C. Enthoven, Theory and Practice of Managed Competition in Health Care Finance (Amsterdam: North Holland,

1988); Alain C. Enthoven, ‘Managed competition: An agenda for action’, Health Affairs, 7:3 (1 January 1988), pp. 25–47;
Alain C. Enthoven, ‘The history and principles of managed competition’, Health Affairs, 12:suppl 1 (1 January 1993),
pp. 24–48.
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The effect was to push the responsibility of outcomes onto subordinates, recasting the decision-
making power at the top as an exercise in validating the outcomes of a competition even if in
reality top managers continued to exercise their discretionary power. Managed competition
thus had the advantage of using the rhetoric of competitive market efficiency, while still working
to empower managers.

Enthoven’s conception of managed competition was initially developed to address the failures
of a decentralised market of health provision in the US, which he pinned on the lack of manager-
ial leadership. In the US, the average consumer of marketised healthcare, he argued, was prey for
unscrupulous providers who inflated costs and selectively treated the easiest/cheapest conditions
to cover. He wrote that ‘if not corrected by a careful design, [the] market is plagued by problems
of free riders, biased risk selection, segmentation, and other sources of market failure’.57 To cor-
rect this, Enthoven argued for the creation of ‘sponsors’ (named Health Maintenance
Organization – HMOs) that could ‘manage the demand side to make the market achieve desirable
results’.58 These sponsors would pool patients into manager-run vehicles (HMOs) that would
choose for patients how their healthcare would be delivered. While still working in a decentralised
market of healthcare providers, the consumer-patient was removed and replaced by managers
acting as guarantors for the quality of services that citizens would get. ‘Managed competition’,
Enthoven wrote, ‘relies on a sponsor to structure and adjust the market … to establish equitable
rules, create price-elastic demand, and avoid uncompensated risk selection.’59 In the process,
managers would make use of a vast array of performance data over both patients and providers
to manipulate the market towards particular outcomes.

While these themes seem to align well with the neoliberal rhetoric on competition, they betray
very different agendas. Neoliberals have traditionally articulated their project in constitutional
terms. In other words, they focus on establishing fixed rules of market competition. This is most
clearly seen in the ordoliberal lineage.60 There is certainly room to challenge how fair these rules
are in practice, with the language of market competition being seen by many as a rhetorical ploy
for pushing pro-business policies.61 Nevertheless, it remains that governance for neoliberals is a mat-
ter of fixing rules and then letting things play out, justifying inequitable outcomes by reifying markets
as the arbiter for social competition. By contrast, managerial governance promoted discretionary
schemes led by public managers. Organic intellectuals such as Enthoven justified managerial leader-
ship on the grounds that managers can do the work of optimisation that neoliberals assign to mar-
kets. This implies a very different perspective on the use of rules of competition that is much more
malleable and instrumental as a means to empower managers to achieve particular outcomes.

As the next section will show, this lineage of managerial governance had an important influ-
ence over the neoliberal efforts to reform the public sector in the 1980s. Despite entering office
with policy proposals to radically overhaul public services by marketising it, neoliberals quickly
realised that such plans could not drive fundamental change. Seeking to gain political control
over a public sector they despised, neoliberals turned to a set of practices linked to managerial
governance that promised control in the name of the market.

How public managers hijacked a hollow neoliberal programme
Having shown the difference between the constitutional politics of neoliberal theory and the dis-
cretionary schemes of managed competition, we now examine more broadly how neoliberal

57Enthoven, ‘The history and principles of managed competition’, p. 44.
58Enthoven, ‘Managed competition’.
59Enthoven, ‘The history and principles of managed competition’.
60Thomas Biebricher and Frieder Vogelmann (eds), The Birth of Austerity: German Ordoliberalism and Contemporary

Neoliberalism (Lanham, MA: Rowman & Littlefield, 2017).
61Block and Somers, The Power of Market Fundamentalism; David Harvey, A Brief History of Neoliberalism (Oxford, UK:

Oxford University Press, 2007).
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governments ended up substituting this managerial governance for the market ‘choice’ policies
they had initially promised. We look specifically at the case of the Thatcher government in the
1980s to demonstrate this process in three steps. First, we outline the plans initially hatched
by British neoliberals to reconfigure healthcare and education by empowering citizen-customers.
Second, we show how the Thatcher government quickly abandoned these ideas once it realised
that ‘marketisation’ would not drive the change it desired. Third, we examine how the govern-
ment turned towards practices of managerialism to deal with healthcare and schooling, establish-
ing a new managerial infrastructure inspired by the lineage of managerial governance.

The neoliberal utopian dream

The rise of British neoliberalism initially tapped into a growing feeling that the central state was
losing its grip on the standards of public service provision and control over its organisation. In
particular, ‘unaccountable’ public sector professionals, such as teachers and doctors, were
attacked by neoliberals for being complicit in slipping standards, rising costs, and radical
left-wing politics. This concern about the lack of accountability of public service professionals
had been building for some time. Already in 1970, the Conservative government of Edward
Heath had placed standards and accountability in the NHS high up its agenda. The Heath gov-
ernment perceived the NHS as an overly siloed service run by self-interested professionals who
were not working in unison and, consequently, wasting money. This would lead to the 1973
NHS Reorganisation Act, which created a new administrative layer to oversee the delivery of
healthcare.

Debates about schooling were similarly fuelled by a conservative critique over standards and
costs. The postwar expansion of comprehensive education62 in England and Wales63 triggered
a backlash from conservatives critical of the perceived diminishing of standards. They saw falling
standards as a consequence of pursuing educational equality and the emergence of ‘progressive’
teaching methods said to undermine traditional values.64 A series of local school scandals was
used by the conservative national press to drive a sense of crisis in education. Most notably,
the refusal of teachers at a William Tyndale Junior School in Islington in July 1975 to allow
school managers from the Local Education Authority to inspect their school ‘became the topic
of almost daily national coverage’ and emblematic of a sector deemed out of control.65 It was
partly in response that in 1976 Labour Prime Minister James Callaghan’s ‘Ruskin Speech’
made the case for improving school standards by making the teaching profession accountable
to central government.66

Riding this wave, a neoliberal project of public sector reform began to crystallise around think
tanks like the Institute for Economic Affairs (IEA) and the Centre for Policy Studies (CPS). These
think tanks promoted the idea that government could create market-like pressures on public ser-
vices by making it easier for people to choose among different providers. Empowering users to
choose, it was thought, would generate competitive pressures akin to a market. By making health
or education professionals face the scrutiny of public choice, market discipline would drive up
standards and provide a mechanism of accountability.

In health, ideas of reform crystallised around the idea of promoting choice by shifting to a
system of private insurance.67 Shortly after Thatcher became leader of the Conservative Party,

62Comprehensive schools are the British term for non-selective, state-run schools free at the point of use.
63Scotland runs a separate education system.
64Clyde Chitty, Towards a New Education System: The Victory of the New Right? (Hove, UK: Psychology Press, 1989),

pp. 50–1.
65Kathryn Riley, Whose School Is It Anyway?: Power and Politics (London, UK and Bristol, PA: Routledge, 1998).
66Bernard Donoughue, Prime Minister: The Conduct of Policy under Harold Wilson and James Callaghan, Vol. 1

(New York, NY: Vintage, 1987), p. 109; Chitty, Towards a New Education System, p. 72.
67ASI, ‘Health and Social Services Policy’, Omega Report (London, UK: Adam Smith Institute, 1984).
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a 1976 policy statement, ‘The Right Approach’, made the case for growing private sector provi-
sion.68 This commitment was reaffirmed after taking office in 1979. The British Medical Journal
noted that Thatcher’s first Queen’s Speech promised to ‘facilitate the wider use of private medical
care’.69 Building on this, a lengthy CPS report published in 1980, ‘The National Health
Dis-Service’, argued that private insurance was a useful means to limit state involvement and
encourage market initiative.70 Meanwhile, the Conservative Party’s Policy Unit gushed over the
‘phenomenal’ growth in private health cover in the recent period and hoped ‘existing corporate
tax reliefs to individuals might well unleash a further spurt’.71

By early 1981 a working party was established by secretary of state for Health and Social
Services, Patrick Jenkin, to examine the possibilities for expanding private sector provision of
health services. Drawing on private healthcare policy consultants, the working party explored a
range of possible alternatives to tax-based healthcare funding, ‘including national insurance, pri-
vate insurance, and charges for services’.72 The most provocative push came with a Central Policy
Review Staff (CPRS) ‘quick and dirty’ paper circulated to Cabinet members in September 1982,
which included a radical plan to replace the NHS with private insurance and force through a
compulsory minimum private insurance for those who might underinsure.73 Years later, archives
of the cabinet discussions revealed that Conservative MPs warned how such changes ‘would, of
course, mean the end of the National Health Service’.74

The idea of marketising public services by radically expanding choice was also articulated in
neoliberal plans for education. In this case, the privileged tool was the use of vouchers. This
proposal had a strong neoliberal lineage, harking back to Milton Friedman’s 1955 paper
‘The Role of Government in Education’.75 The premise was to replace Local Education
Authority financing of comprehensive schools with vouchers issued directly to parents. The
government would subsequently be cut out of education provision and replaced with a self-
emerging marketplace of schools. Parents would exercise consumer choice on where to send
their children and schools would compete locally to attract parents and the voucher-based
funding they brought. The presumption underlying this voucher-based system was that creating
adequate price-incentives for the supply of schooling would allow market processes to drive up
standards.

Conservative publishers had been commissioning articles and books for years that proselytised
the virtues of voucher-based education.76 In an IEA booklet, Arthur Seldon wrote that ‘the voucher
would produce new courses, new forms of teaching and, not least, new entrepreneurs who would

68Conservative Party, ‘The Right Approach’ (London, UK: Conservative Central Office, 1976). As it was put: ‘We see no
reason for quantitative controls over the development of the private sector outside the NHS’: Conservative Party.

69Scrutator, ‘The week: A personal view of current medicopolitical events’, British Medical Journal, 1:6175 (1979), p. 1434.
70CPS, ‘The Litmus Papers: A National Health Dis-Service’ (London: Centre for Policy Studies, 1980), p. 112.
71Conservative Party Policy Unit, ‘Mount Minute to MT (“Public Expenditure in the Longer Term”): September 8 1982’,

Thatcher MSS (Churchill Archive Centre), THCR 1/15/5A Part 2 f15, 1982, available at: {https://www.margaretthatcher.org/
document/123005}.

72Stephen Harrison, National Health Service Management in the 1980s: Policymaking on the Hoof? (Aldershot, UK and
Brookfield, VT: Avebury, 1994).

73Economist, ‘Thatcher’s think-tank takes aim at the Welfare State’, The Economist Historical Archive, 1843–2015 (18
September 1982).

74Alan Travis, ‘Thatcher pushed for breakup of Welfare State despite NHS pledge’, The Guardian (25 November 2016),
Politics section, available at: {http://www.theguardian.com/politics/2016/nov/25/margaret-thatcher-pushed-for-breakup-of-
welfare-state-despite-nhs-pledge}.

75Milton Friedman, ‘The role of government in education’, in Robert A. Solo (ed.), Economics and the Public Interest (New
Brunswick, NJ: Rutgers University Press, 1955).

76Edwin G. West, Education and the State: A Study in Political Economy (Indianapolis, IN: Liberty Fund Inc., 1965); Alan
T. Peacock and Jack Wiseman, Education for Democrats (Kingston, RI: University Of Rhode Island, 1970); Rhodes Boyson,
‘The developing case for the education voucher’, in C. B. Cox, Rhodes Boyson, and Kingsley Amis (eds), Black Paper 1975:
The Fight for Education (London, UK: Dent, 1975), pp. 27–8.

494 Sahil Jai Dutta et al.

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

02
60

21
05

21
00

06
19

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://www.margaretthatcher.org/document/123005
https://www.margaretthatcher.org/document/123005
https://www.margaretthatcher.org/document/123005
http://www.theguardian.com/politics/2016/nov/25/margaret-thatcher-pushed-for-breakup-of-welfare-state-despite-nhs-pledge
http://www.theguardian.com/politics/2016/nov/25/margaret-thatcher-pushed-for-breakup-of-welfare-state-despite-nhs-pledge
http://www.theguardian.com/politics/2016/nov/25/margaret-thatcher-pushed-for-breakup-of-welfare-state-despite-nhs-pledge
https://doi.org/10.1017/S0260210521000619


create new schools and kinds of schools to meet new demands from newly-enfranchised parents
which they have hitherto been unable to express’.77 These ideas left a strong impression on
Thatcher, who later wrote in her memoirs that she ‘had always been attracted by the education
voucher’.78

As these early developments demonstrate, neoliberals reconciled public investment in health-
care and education with their commitment to market dynamism by promoting various strategies
to shift the power from bureaucrats and professionals to citizen-customers. In those early pro-
mises for a neoliberal transformation of the public sector, building active markets was the prin-
cipal objective. The plan was to put public money directly into service users’ hands, who would
then purchase education or healthcare in the open market. While the state was counted upon to
construct a market in public services, it was the market itself that was presumed to serve a gov-
ernance function in shaping outcomes over standards.

Market dreams meet government reality

While the plan to empower customers through market competition was appealing to neoliberal
ideologues, the Thatcher government soon found out that market solutions were less practical
and desirable than initially envisaged. In health, the NHS held a symbolic position as the bedrock
of the British social state. Even as early as the 1979 manifesto, the Conservatives recognised that
an ‘inescapable public safety-net scheme’ meant they could not ‘avoid the huge complications of
fitting a compulsory national private health insurance scheme’.79 When the 1982 CPRS paper
mentioned above was leaked to the press, Thatcher was forced to use her party conference speech
to declare ‘the National Health Service is safe with us’.80 By the 1983 election, discussion of pri-
vate medical insurance had dropped out of the party manifesto altogether. Although healthcare
remained a target of change under Thatcher and beyond,81 the key early neoliberal aim to gen-
eralise private medical insurance never really surfaced again as a realistic policy option. While
avenues for private healthcare were expanded, the idea that the market would become the pre-
dominant governance instrument for national health was discarded.

The failure of neoliberal policy is also striking in the case of education. Remarkably, it was the
principal architect of Thatcherism, Keith Joseph, who turned against the market as a means to
organise schooling. Then secretary of state for education (1981–6), Joseph declared in 1981
that while ‘intellectually attracted to the idea of education vouchers’, there were ‘no plans for
the general introduction of a voucher scheme’.82 By 1984, he had buried the question altogether,
stating in parliament that ‘the idea of vouchers is no longer on the agenda’.83 He explained how
there were ‘great practical difficulties in making any voucher system compatible with the require-
ments that schooling should be available to all without charge, compulsory and of an acceptable
standard’.84 In the end, Thatcher similarly turned against vouchers ‘on the grounds that their
effects would be unmanageable’.85

77Arthur Seldon, The Riddle of the Voucher: An Inquiry into the Obstacles to Introducing Choice and Competition in State
Schools (London, UK: Institute of Economic Affairs, 1986), p. 17.

78Margaret Thatcher, The Downing Street Years (New York, NY: Harper Perennial, 1995), p. 498.
79Conservative Party, ‘General Election Manifesto’ (1979).
80Margaret Thatcher, ‘Speech to Conservative Party Conference, 14 October 1983, Blackpool’ (1983), available at: {https://

www.margaretthatcher.org/document/105454}.
81As late as 1988, ministers Oliver Letwin and John Redwood were publishing papers for the CPS advocating private insur-

ance and a voucher scheme to reform the NHS.
82Seldon, The Riddle of the Voucher, pp. 36–7.
83Hansard, ‘Education Vouchers’, HC Deb Vol. 62, col. 290W (22 June 1984), available at: {https://api.parliament.uk/his-

toric-hansard/written-answers/1984/jun/22/education-vouchers}.
84Ibid.
85Charles Moore, Margaret Thatcher: The Authorized Biography, Volume One: Not For Turning (London, UK: Penguin,

2013).
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For committed neoliberal ideologues, the rejection of vouchers said more about the rigidity of
the civil service, who ‘seem[ed] to be keen to kill the whole idea rather than to use their skills to
help solve the administrative problems’.86 Nevertheless, the Thatcher government saw real pro-
blems with vouchers as a means to intervene in the organisation of education. While neoliberals
had predicted a market of schools would efficiently allocate education resources and raise stan-
dards, the spontaneous supply of new schools under a voucher system was perceived by Joseph as
a fantasy. Expanded choice would not come naturally by creating demand through vouchers
because, as Joseph explained, ‘the extent of choice depends on the availability of willing sellers’
and ‘starting a new independent school is a slow, expensive and risky business’.87 Even if a market
in schools could be created, maintaining it would produce financial and administrative chaos as
‘the ebb and flow of children at will could create difficult management and organisational pro-
blems for schools’, with some schools being oversubscribed and others lying empty.88

There was also great scepticism within government over how much change consumer choice
itself would produce and how desirable the outcomes of it would be.89 Letting teachers set their
own admission criteria in an open market for schooling would potentially restrict options for par-
ents. In addition, the government was unconvinced that parents would exercise choice in line
with conservative understandings of education and not entrench the ‘progressive’ teaching prac-
tices that they had spent years critiquing. Here, Joseph questioned ‘how far would parental pref-
erence for what schools offered coincide with the needs of employers, and indeed of the pupils
themselves?’.90 Marketisation risked lending free rein to professionals to continue running
their services as they had done previously. In the end, the Thatcher reform plan for British
schooling thus turned away from ‘the uncertain discipline of the market’.91 The government con-
sidered national education to be too significant to be left to indeterminate market forces. When
Joseph’s successor, Kenneth Baker, embarked on a radical reform of education at the end of the
1980s, it was decided that the promises of a market in education based on vouchers were too
vague and unwieldy to deliver the levels of change and control they desired.92

From marketisation to managerial empowerment

With early hopes of reform to health and education thwarted, alternative avenues for intervention
were explored. It was near the end of the Thatcher government that the biggest changes were made
in health and schooling, setting these sectors on the path to what was later characterised as NPM.
Most notably, the 1988 Education Reform Act (ERA) and the 1989 white paper ‘Working for
Patients’ (WFP) profoundly reoriented schooling and healthcare. Both were characterised by
their aim to create a managerial infrastructure to provide central government control over public
services. To this extent, the neoliberal government was less concerned with diffusing a norm of
competition than it was with disciplining public sector professionals and making the welfare
state more malleable to their interventions. As Thatcher would later say about healthcare, ‘if
more money had to be provided, I was determined that there must at least be strings attached’.93

These strings, we argue below, drew from the experiments in managerial governance that had
been developing since the 1960s. The public sector was systematically restructured around targets,
audits, and the quantification of policy outputs in ways that could be monitored. Of special signifi-
cance was the way budgeting was made into the central instrument of managerial decision-making

86Antony Flew, Power to the People! (London, UK: Centre for Policy Studies, 1983).
87Seldon, The Riddle of the Voucher, p. 40.
88Ibid., p. 40.
89Ibid., p. 41.
90Ibid.
91Ken Jones, Right Turn: The Conservative Revolution in Education (London, UK: Radius Books, 1989), pp. 16–17.
92Ibid., p. 30.
93Thatcher, The Downing Street Years, p. 513.
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in the public sector. The result was a managerial programme of planned ‘optimisation’ to replace
the previous emphasis on ‘marketised’ public services. While this was explained at the time as a
means to promote choice, or at least deliver value to customers, its real impact had much more
to do with establishing managerial authority. New structures of accountability reshaped power
dynamics in the public sector by systematically targeting professionals and lower orders of the pub-
lic sector while shielding top managers and the consultants that worked with them.

In healthcare, a key development was the publication of the Griffiths report in 1983. Roy
Griffiths, a director of the supermarket chain Sainsbury’s, was commissioned to lead an inquiry
into the use and management of resources in the NHS.94 His report ‘examine[d] the way in which
resources are used and controlled inside the health service, so as to secure the best value for
money and best possible service to the patient’.95 The report challenged what he saw as the
‘consensus-based’ management of the NHS, which gave medical professionals the final sway.
He deemed this practice unable ‘to initiate the kind of dynamic approach needed in the health
service to ensure the best quality of care and value for money for patients’. Its provocative charge
was summarized in these terms: ‘if Florence Nightingale were carrying her lamp through the cor-
ridors of the NHS today she would almost certainly be searching for the people in charge’.

To address this lack of leadership, the report proposed bold structural reforms with the establish-
ment of new layers of professional managers. Building on the earlier imposition of compulsory per-
formance indicators in the NHS,96 the Griffiths report attempted to force a managerial function into
healthcare. At the top was to be a Health Services Supervisory Board and a full-time NHS
Management Board. Together these would establish strategic direction, approve overall budget and
resource allocation decisions, and receive and evaluate performance metrics. This attempt to establish
and empower a cadre of managers to control the NHS was, however, a highly contested process with
professionals questioning whether it should be management know-how or clinical expertise that takes
primacy in the planning and delivery of healthcare. The British Medical Association (BMA), in par-
ticular, responded to Griffiths by pushing back against the creation of ‘non-medical’ general man-
agers and requested an appeals mechanism that could counter management decisions.97

The key tool to empower a managerial cadre and function was the budget – just as it had been
with PPBS in the 1960s. Enthoven, the American RANDite Cold Warrior turned health econo-
mist, was of particular importance here. In 1985, he published an in-depth report, commissioned
by the Nuffield Trust, into healthcare reform in the UK.98 Lamenting how change was being
stifled by a seemingly unaccountable professional clinical staff, Enthoven highlighted the use of
budgetary planning as a means to establish managerial control. As he pointed out, the emphasis
of budgetary planning was not to directly cut costs, but to empower managers as decision-makers
in order to build a governance infrastructure that could make public services malleable. He pro-
posed increasing the ‘units’ with general managers that would hold their own budget and be
recast as ‘commissioning’ services from their staff, rather than simply administering them. For
Enthoven, the key reform was to separate as far as possible the ‘providers’ of health services
from the ‘purchasers’. In doing so, a budgetary function controlled by managers would be placed
more clearly at the centre of healthcare. As its proponents described, clinical budgeting involved
‘agreeing service and expenditure plans for the future in contrast with simply assigning and track-
ing costs to different parts of a service’.99

94The institutional historical detail about NHS reforms draws on S. Harrison, National Health Service Management in the
1980s. Policy Making on the Hoof?, Vol. 31 (Aldershot, UK: Avebury, 1994).

95DHSS, ‘Griffiths Report on NHS October 1983’ (London: Department of Health and Social Security, 1983).
96DHSS, ‘Performance Indicators: National Summary for 1981’ (London: Department of Health and Social Security, 1983).
97BMJ, ‘Business management for the NHS?’, British Medical Journal (Clinical Research Edition), 287:6402 (1983),

pp. 1321–2.
98Alain C. Enthoven, ‘Reflections on the Management of the National Health Service’ (London: Nuffield Trust, 1985).
99Iden Wickings et al., ‘Talking point: Review of clinical budgeting and costing experiments’, British Medical Journal

(Clinical Research Edition), 286:6364 (1983), p. 575.
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As with systems analysis in the 1960s, budgeting looked forward to plan, rather than backwards
to account for spending. As they stressed, ‘costing information alone will not encourage clinicians to
participate in the planning of services’.100 Another report similarly emphasised how budgetary
planning ‘should not be seen as an accounting exercise, or as a device for containing costs[…]
the key purpose is to improve services through more effective management at all levels’.101

This managerial initiative led to the adoption in 1985 of four schemes of clinical budgeting.
Shortly after, the programme was expanded in six hospitals and six community sites as part of
the Resource Management Initiative. The 1989 ‘Working for Patients’ White Paper further devel-
oped Enthoven’s proposed split between purchasers and providers of care and radically expanded
the use of clinical budgeting. In the new arrangement, an NHS Executive body would oversee
eight regional health offices with budgetary oversight on 100 Health Authorities, 13,000 GP
Fundholders, 429 NHS Trusts, and 13 Special Health Authorities. These budget holders would
act as ‘buyers’ of services provided by hospitals, earn revenue from the patients they treated,
set the rates of pay for their own staff, and borrow money to respond to demand. Similarly,
GP practices were pressed to hold their own budgets and procure services directly from hospitals.

Together, these measures marked the introduction of what became the ‘internal market’ in
healthcare advocated by Enthoven. The BMA warned that these measures ‘would undoubtedly
increase substantially the administrative and accountancy costs of the service’.102 Yet from the
start, this was driven by a logic of managerial empowerment rather than efficiency. This was
best reflected in the fact that instead of establishing the patient as consumer, as neoliberals had ini-
tially advocated, the reforms gave a ‘consumer’ status to managerial budget holders (District Health
Authorities and GP group practices) who were empowered to choose for the users of services.103

This shift made Thatcher uncomfortable. Though keen on Enthoven’s ideas, she later admitted
that the actual mechanism of clinical budgeting did not match her neoliberal ideals: ‘What made
me uneasy was that[…] the reforms under discussion, while vital, extended choice to the doctor
and to health service managers but not to the patient who would continue to be the dependent of
a locally monopolistic DHA.’104 While uneasy, Thatcher’s acceptance of such managerial
empowerment reflected the turn against the marketisation agenda.

A similar process took place in education. The pivotal turning point cementing managerial
authority came in 1988 with the Education Reform Act (ERA). The ERA introduced a limited
form of parental choice (where parents could express their preferred schools), new types of
schools operating outside the supervision of Local Education Authorities (Grant Maintained
Schools and City Technical Colleges), the first National Curriculum, and the option for schools
to control their own budgets outside of local authorities (that is, the Local Management of
Schools or LMS). As with healthcare, the linchpin of the reforms was the use of budgeting as
the instrument to impose a managerial function into schools. Headteachers and school governors
were given direct control over budgetary planning for teaching, building, and maintenance costs.
Previously, local authorities had administered education budgets and individual schools did not
have to consider the cost implications of their activities. By forcing schools to link the delivery of
education to its financial implications, the effect of LMS was similar to PPBS in ‘linking, at the
school itself,[…] discussions about curriculum and school organisation with budgeting’.105 A key

100Ibid., p. 576.
101Alistair M. Preston, David J. Cooper, and Rod W. Coombs, ‘Fabricating budgets: A study of the production of manage-

ment budgeting in the National Health Service’, Accounting, Organizations and Society, 17:6 (1 August 1992), p. 575.
102BMJ, ‘Special Report of the Council of the British Medical Association on the government’s White Paper “Working for

Patients”’, British Medical Journal, 298:6679 (1989), pp. 3–20.
103S. T. Walby and J. Greenwell, ‘Managing the NHS’, in John Clarke, Allan Cochrane, and Eugene McLaughlin (eds),

Managing Social Policy (Los Angeles, CA: SAGE Publications, 1994), p. 68.
104Thatcher, The Downing Street Years, p. 517.
105Stuart Maclure (ed.), Education Re-Formed: Guide to the Education Reform Act (London, UK: Hodder Arnold H&S,

1992), p. 55.
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report from management consultants Coopers and Lybrand operationalising LMS for schools
made the point that it was more than a purely financial tool. Instead, LMS represented ‘a general
shift in management’.106 The report noted that ‘it would be a mistake to see financial delegation
primarily as an efficiency device, it is more concerned with effectiveness: as such it is more con-
cerned with the “value” component in value-for-money rather than the “money” component’.107

The significance of the ERA was less in its specific provisions than in its ‘strategic’ implications
for the remaking of education.108 It set in motion changes that gave central government a direct
means to intervene in schooling via a new managerial infrastructure. At the centre of these
changes was the repurposing of the position of school headteacher.109 Previously, central govern-
ment had almost no role in education beyond financing. Individual schools and headteachers in
this system had significant autonomy and tenure to shape their curriculum, assessments, and the
internal allocation of responsibilities. Speaking to the BBC in 1989, Reverend Harvey Hinds,
chairman of the Inner London Education Authority, described how traditionally ‘nobody felt
that we had the right to override in a dictatorial way the professional judgments of the tea-
chers’.110 The creation of new responsibilities for budgetary planning, however, turned headtea-
chers from senior peers into more clearly demarcated ‘managers’ of schools. As one commentator
at the time put it, the ERA produced ‘the emergence of a professionalized cadre of specially
trained, teacher-managers’.111 The empowerment of headteachers through tools of budgetary
planning inaugurated a new regime of vertical accountability that began to strip teachers of
their professional autonomy.

These new ‘teacher-managers’ were placed within a broader managerial infrastructure of
national regulatory agencies that increasingly bypassed local authorities and placed schools
under centralised, national scrutiny. Most notably, the Office for Standards in Education
(Ofsted) was created by the 1992 Education (Schools Act) and given new powers of inspection
over schools. Following this, the Qualifications and Curriculum Authority was created in 1997
to supervise testing and curriculum development. Together with the earlier adoption of a
National Curriculum, this ‘bureaucratisation of the system’ stripped teachers of their
autonomy.112

Such developments antagonised neoliberal think tanks, which had championed ‘as much
diversity as possible both between schools and within schools’.113 The IEA wrote how ‘the gov-
ernment’s proposals will put the schools’ curriculum into a straitjacket, removing all flexibility
and retarding the continual process of improvement and updating’.114 Elsewhere, the IEA argued
that ‘a national curriculum and a market in education cannot be compatible in any logic we
understand’.115

This managerial restructuring would have another important dimension. Schools at the time
were ill-equipped to deal with the new managerial demands placed on them by the changes.

106Coopers and Lybrand, ‘Local Management of Schools: A Report to the Department of Education and Science’ (London,
UK: Coopers & Lybrand, 1988), p. 5.

107Ibid., p. 7.
108Stephen J. Ball, ‘The legacy of ERA, privatization and the policy ratchet’, Educational Management Administration &

Leadership, 36:2 (1 April 2008), pp. 185–99.
109Ross Fergusson, ‘Managerialism in education’, in Clarke, Cochrane, and McLaughlin (eds), Managing Social Policy,

p. 94.
110Riley, Whose School Is It Anyway?, p. 52.
111Stephen J. Ball, ‘Education policy, power relations and teachers’ work’, British Journal of Educational Studies, 41:2

(1993), pp. 106–21.
112Roy Lowe, The Death of Progressive Education: How Teachers Lost Control of the Classroom (Abingdon, UK: Routledge,

2007), p. 103.
113Quoted in Chitty, Towards a New Education System.
114Ibid.
115John Tomlinson, ‘Curriculum and market: Are they compatible’, in Julian Haviland (ed.), Take Care, Mr. Baker! The

Advice on Education Reform Which the Government Collected But Concealed (London, UK: Fourth Estate Ltd, 1988), p. 10.
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Reflecting on earlier experiments with local school management in Cambridgeshire, school gov-
ernor Robert James described how Roger Duffet, from BP’s Management Services Unit, was
enlisted to review the managerial competence of headteachers and ‘brought it home to us, and
others, how backward we were’.116 Seizing a commercial opportunity, an industry of management
gurus arose to fill the gap, offering the latest advice in school management.117 Leading this charge
was Brian Caldwell and Jim Spinks’ The Self-Managing School, which spun administrative experi-
ence with similar developments in Australia into consultancy work.118 Government actively facili-
tated the commissioning of a management training industry, putting significant policy and
financial efforts into expanding teacher training. Most notably, the School Management Task
Force report in 1990 shifted the locus of training away from established sites associated with
local education authorities and universities and into on-site training commissioned externally
from private consultants.119

The creation of this managerial infrastructure thus opened important avenues for consultan-
cies and corporate managers to enter the public sector offering ‘management solutions’. Indeed,
‘the scale and depth of private involvement in the education service’ has been a profound but
relatively invisible development in schooling since the late 1980s.120 This form of privatisation
without marketisation has produced a dynamic within the public sector with a considerable
lack of transparency and accountability. A new ‘education service industry’ has sprung up offering
management training for repurposed heads, implementing policy programmes for govern-
ment,121 delivering education services commissioned by budgetary planners in schools, running
the audit and inspection machine centred on Ofsted, and constructing new school infrastructure
through Private Finance Initiatives.122

For all the talk about consumers and choice, the political battle waged by Thatcherite govern-
ments was between the central state, keen to gain administrative leverage over the running of pub-
lic services, and front-line professionals who wanted to retain their autonomy and the primacy of
their expertise. Framing this as a struggle over power reveals how the promises of the market were
repeatedly discounted by government officials, who expressed their lack of confidence over the
ability of markets to drive change. From this perspective, the reality of the neoliberal reform of
the public sector was that it veered far from the policy ideas or principles of neoliberals, instead
binding itself to a framework of managerial governance.

Conclusion: Neoliberal shock or managerial fix?
Scholars have often pointed out that neoliberals govern through shocks.123 The idea that neo-
liberalism has more to do with producing effects through creative destruction, rather than finding

116Peter James Downes, Local Financial Management in Schools (New York, NY: Simon & Schuster Education, 1988),
p. 50.

117Sharon Gewirtz, The Managerial School: Post-Welfarism and Social Justice in Education (Abingdon, UK: Routledge,
2002).

118Jim M. Spinks and Brian J. Caldwell, The Self-Managing School (London, UK: Routledge, 1988).
119Tony Bush, ‘Crisis or crossroads?: The discipline of educational management in the late 1990s’, Educational

Management & Administration, 27:3 (1 July 1999), p. 239.
120Pat Mahony, Ian Hextall, and Ian Menter, ‘Building dams in Jordan, assessing teachers in England: A case study in

edu-business’, Globalisation, Societies and Education, 2:2 (1 July 2004), p. 18.
121Most notably, national strategies on literacy and numeracy in the early 2000s were primarily delivered by firms like

Capita Richard Hatcher, ‘Privatization and sponsorship: The re-agenting of the school system in England’, Journal of
Education Policy, 21:5 (1 September 2006), pp. 599–619.

122Stephen J. Ball, Global Education Inc.: New Policy Networks and the Neo-Liberal Imaginary (Abingdon, UK: Routledge,
2012). Corporate involvement in education even extended as far as entirely running LEA functions for those deemed as ‘fail-
ing’ by OfSTED or through ‘partnerships’ between companies and LEAs, such as through the 2001 £1.8 million ‘New Ways of
Working’ project. Hatcher, ‘Privatization and sponsorship’, p. 602.

123Klein, The Shock Doctrine.
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lasting arrangements of governance, has normalised the idea that neoliberals govern through fail-
ures. The stories of monetarism and the curbing of inflation, or the production of fiscal crises
through tax cuts, lend themselves well to such a narrative. It has helped underline the violence
that is inscribed in neoliberalism; its reckless nature and willingness to gamble in order to desta-
bilise social arrangements, despite the high social costs involved.124

Although there is much to learn from these studies, one of the downsides of such a framing is that
it tends to downplay more lasting forms of governance and more generally the processes of institu-
tionalisation that are reshaping not just neoliberal governance, but the nature of capitalism. While it
may be attractive to critiques wishing to highlight the unsustainable nature of neoliberalism, it often
comes at the costs of a reflexive account of governance practices and a more careful study of their
politics. Scholars thus end up largely thinking neoliberalism through its effects rather than the actual
means that it deploys. We end up tracking its destructive impacts, not what it constructs.

In this article, we have made a case for tightening our reading of neoliberalism to put the
emphasis more squarely on the actual practices of governance rather than the vague ideals that
are invoked to justify them. This leads to a radically different interpretation of the early failures
of neoliberalism, one that sees them as profoundly transforming the very nature of governance in
the era of neoliberalism. As we showed, the Thatcher government took office armed with a bat-
tery of policies to remake the British social state. These ideas had been developed through the
international neoliberal thought collective and the policy entrepreneurs it courted. Yet, within
a few years, most of these plans had been abandoned. Rhetorical tropes about the promises of
the market did produce a worldwide cultural and ideological shift. Yet, for the Thatcher govern-
ment that spearheaded this shift, the market failed to provide a workable or desirable governance
solution. As we have shown in the case of public sector reform, it led to a dead end, forcing the
Thatcher administration to turn to the managerialism of NPM.

This case was pivotal for a broader international transformation as the UK became a key pro-
genitor of an NPM movement that found strong roots not only in Australia and New Zealand, but
gradually throughout the OECD countries.125 As we argued, this managerial turn marked a pro-
found departure from the market ideals of neoliberals. It was informed by a managerial lineage
that goes back to the US defence sector and new forms of planning based on performance man-
agement and strategic optimisation. Initially launched as an experiment in budgetary planning in
the 1960s, managerial governance was remade in the neoliberal era around a notion of compe-
tition. Its rise helped established a newly empowered managerial class who took control of sectors
such as healthcare and education. Whereas neoliberals had talked up empowering citizen-
consumers, NPM was designed to empower the very bureaucrats neoliberals despised.

The implications for our understanding of neoliberalism are profound. Managerial governance
started as an experiment in governance in the 1960s, but became a social project through the
institutionalisation of consultancies, and changes in business schools and new public policy
schools. By the 1990s, managerial governance was attached to clearly defined interests that
were entrenched by the dramatic growth of consultancies and a new managerial class invested
in the success of this form of governance.126

More broadly, the story of NPM is just one aspect of a much wider managerial remaking of
global capitalism. It sets the foundation for a broader research agenda on the ways in which the
economy, and society more generally,127 is being restructured along managerial lines. Regulation

124Martijn Konings, Capital and Time: For a New Critique of Neoliberal Reason (Stanford, CA: Stanford University Press,
2018).

125Lee Jones and Shahar Hameiri, ‘COVID-19 and the failure of the neoliberal regulatory state’, Review of International
Political Economy (1 March 2021), pp. 1–25.

126Heather Whiteside, ‘Public-private partnerships: market development through management reform’, Review of
International Political Economy, 27:4 (2020), pp. 880–902.

127Matthew Eagleton-Pierce, ‘The rise of managerialism in international NGOs’, Review of International Political
Economy, 27:4 (2020), pp. 970–94.
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has come to work increasingly around setting standards and monitoring performance through
complex reporting requirements, rather than democratic accountability.128 Market outcomes
are increasingly dictated by elaborate contract bidding systems rather than free competition.129

Arguably, big capitalist firms have found such managerial governance a much more attractive
set up for securing their strategies of accumulation than the mythical free markets they claim
to support. At a time when scholars have questioned whether we have reached ‘peak neoliberal-
ism’ in our theorising,130 coming to terms with this new managerial landscape, with its distinct
social configuration and strategies of accumulation, is now necessary.
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