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1. Introduction

The Public Management and Policy Association and the Third Sector Research Centre held a seminar on the theme ‘Service Delivery and Social Enterprise’ on the 12 October.

The focus of the event was to provide a knowledge exchange forum for public sector officers to gain information on service delivery and the third sector, and to inform the research streams of TSRC on service delivery and social enterprise. 
2. Summary of the Speaker contributions
2.1 Dr Rob Macmillan, Research Fellow, TSRC, University of Birmingham – explored some of the issues around the third sector’s role in delivering services; building on an earlier paper. Rob had examined research evidence, argument and policy development on public service delivery over the last five to ten years. That decade had seen a shift towards a new delivery landscape (in New Labour years) which heavily promoted the third sector’s role in service delivery. It had seen an increase in statutory and contract funding and an overall boosting of capacity which has since led to criticism that the emphasis on delivery was at the expense of the third sector’s independent position, and advocacy role; and resulted in suggestions that the sector is now too entangled in state regulation and bureaucracy to operate independently. His research also identified a lack of knowledge and/or limited understanding of the emerging practices and processes in commissioning and procurement from both sides, although this is improving. Furthermore, the pervasive culture seems to be one of ‘risk aversion’ which tends to see public sector commissioners stick to familiar markets and to be unwilling to open up to competition. Commissioners have been positive about both the reputation of Third Sector organisations (TSO’s) in service delivery, and the sector’s ability to maintain strong relationships with local community and an awareness of local needs. But commissioners have also commented on poor quality bids, a poor understanding of the changing agenda and a lack of attention paid to specific outcomes. 

Rob had also examined what can be done now to support both TSO’s and commissioners in service delivery; and had found that the evidence suggests that a lack of capacity in some TSO’s has resulted in a lack of business and strategic planning - which may leave some TSO’s unable to respond effectively to this new funding environment. It was suggested that the sector as whole needs to adapt to the agenda by building new skills for understanding the new processes and frame bids around what purchasers want, not what TSO’s want to deliver. This is underlined by a feeling that support for the sector is fragmented. Furthermore, there were fears that this new delivery landscape (which promotes market competition) could potentially ruin collaboration between organisations and bring about the polarisation of ‘winners and losers’ within the third sector. 

The research raised a number of important questions. What is the new context for TSO’s in 2010 and beyond and what will Big Society and Localism agendas mean, financially, for these organisations? Will this latest regime provide new freedoms for service deliverers, and how will the sector essentially re-shape itself in light of the impending cuts in spending? He noted that Conservative policy had picked up these issues pre-election and argued that the sector was underused and overly-controlled by the state; the new ‘civil society’ model will supposedly free TSO’s from control and bureaucracy.
2.2 Professor Fergus Lyon, Associate Director, TSRC and Professor of Enterprise and Organizations, Business and Management, Middlesex University; looked at the benefit of social enterprises to public services and assessed the need for larger scale studies that measure the impact more generally as an evidence base for policy makers.  

The roles of social enterprises are shifting, and the sector has seen a period of unprecedented change. As the role of “social enterprises” in public services increases, there is a growing need to measure their impact and benefit, as well as to define them more clearly - since they range quite widely on a spectrum between from quasi charities and private enterprises as organisations. Originally social enterprises were seen primarily as a way of meeting the social needs of deprived local communities. But they now play a greater role in the competitive market for public services; and these activities are of particular interest as social enterprises have increasingly become delivery agents for the state - working in competition with other parts of the private, public and third sectors. There is little is known about the impact of the third sector with regard to delivery of public services, and consequently there is an urgent need to measure the social and community benefit.
The social enterprise model involves the participation of users and employees in an attempt to provide an innovative way to deliver services; they potentially represent value for money benefits for the public sector and service users and they can incorporate multiple objectives to allow for contributions to a range of public sector goals. However is this privatisation in disguise - allowing for the provision of cheap services rather than an efficient way of delivering public services? Further research is needed to provide evidence on exactly who benefits from social enterprises: is it mainly the state, beneficiaries or employees? And if the sector is to benefit from the continued rise of such organisations; then investment, shared learning and better ways of measuring and demonstrating impact need to be embedded across the sector. 
The future of social enterprises remains unclear; is it a case of political opportunism in action or a realistic alternative to conventional delivery mechanisms? Comparisons need to be made between social enterprises and other forms of public service delivery, and this information needs to be disseminated. This will require investment in research, as without this there is a risk of losing the chance to learn from the successes and failures, repeating mistakes and damaging the reputation of the sector in the long term. 
 
2.3 Jane Slowey, Chief Executive, the Foyer Foundation and Chair of Skills-Third Sector – presented a practitioners view from the Third Sector. The third sector, including voluntary and community organizations, charities and social enterprises, make a vital contribution to the social, economic, political and cultural well-being of our society. However the recent cuts represent a huge change in public service delivery and in funding for TSO’s. Both the last and current governments have been very positive about the contribution that the third sector makes within society through its vital work in delivering public services and advocating. Funding from government has generally increased yearly since 2000 (while still only representing 2% of overall government expenditure). Such government funding is the most significant source of funding for the sector and there are an increasing number of TSO’s whose income is entirely derived 
from government contracts. This puts TSO’s in a very vulnerable place when the cuts begin to impact next year; it’s already being suggested that Local Authorities may cut third sector and voluntary contracts in favour of in-house suppliers.

The Foyer Federation, at its inception, was focused on service reform and it was not expected to be state funded, and whilst at times securing funding was difficult, managers 
were hugely entrepreneurial and creative. When state funding services became more centralized and commissioners became more prescriptive, some Foyer managers began to operate as little more than contract managers. While the new government is very positive about the third sector’s contribution to providing services in an innovative and entrepreneurial way, it is difficult to forecast how this will translate under the Big Society agenda, (considering the massive cuts that are about to impact). 

On the plus side TSO’s have the ability to mobilize resources like volunteers, (unlike the private and public sectors), and be innovative and flexible so as to allow public sector investment to go much further, and generally TSO’s are considered to be more joined-up and in touch with service users. Successive governments have taken a particular interest in the third sector and have pushed to unlock its potential, but this has led to TSO’s role being increasingly defined by government and seen as delivering the government agenda rather than its own. The contribution of TSO’s to public service delivery is now more focused on delivery than as a ‘shaper’ of services, and as a consequence this has meant a loss of independence for the sector - as advocators, innovators and campaigners. This loss of autonomy has potentially crippled the ability of TSO’s to adapt to changing circumstances and be creative. The sector in some ways has become over-reliant on government funding and maybe ill-equipped to face the challenges posed by the recent budget, but the original qualities of TSO’s are still valued and this new world may provide the opportunity for TSO’s to reclaim its ability to innovate, and once again become autonomous and independent from the state. 

3. Questions raised in the General Open Discussion 
There was a range of questions regarding the issue of funding and the bottom-up approach that the Big Society agenda is advocating. The panel agreed that whilst there is confusion regarding policy and about whether a bottom-up approach will really be adopted; it is clear that there will be a fundamental change in how the state determines services. But they agreed that how the localisation agenda will play out and issues around leadership and accountability still need to be fully examined.  
Further questions were asked about the conditions needed to entice volunteers, the role and range of business models in TSO’s and the need for more user-based evidence on services. The panel responded that research organisations need to target resources on identifying the best way of servicing the needs of the most vulnerable, whereas, at the moment, most research is focused on contracts and delivery mechanisms rather than on people. It remains to be seen if researchers will explore the needs of those who have the least under the new regime. Regarding mobilising volunteers, the panel suggested that certain conditions, such as the impending severe cuts to benefits and services, may promote a reaction and the resurgence of community volunteerism.  
4. Small Group discussions 
The main points made during the group discussions included the following: -
· Services will be squeezed, but perhaps there is a potential to be creative/ entrepreneurial. There is likely to be big diversity between how individual councils react.  For example, local authorities could decide to do what they do best (vulnerability and crisis services) and give the rest away. Existing public service staff may start their own social enterprises to sell the services they used to perform. (This is already starting to happen in social care; and is favoured by some Conservative Councils.) There was potentially significant interest in ‘new organisations’ to deliver services – who are these/ what will they look like? 
· Some felt that this could be an opportunity for the third sector (and lead to funding streams being liberated); and that the voluntary sector has a history (and skills) of providing a lot on a little money. It would also provide opportunities for small organisations to come together in new, stronger consortiums. And that the new “Strategic Commissioning Models” would provide greater transparency and certainty for third sector providers.

· But others expressed concern about the capacity of the voluntary sector, and argued that maintaining a service is a huge leap from where most of the current voluntary sector is. There was concern that the timescales are extremely tight, and that that would reduce the opportunities to develop innovative solutions. The sector needed to be “tender ready” very quickly or it would lose out to other alternatives like the private sector.They thought that some organisations would stop being funded altogether, and that some “middle-sized” organisations might be squeezed out by private sector suppliers looking for large contracts - resulting in a significant loss of voluntary capacity. Whereas other organisations would need support to adjust and to build up additional capacity. The role of Local Authority-funded Voluntary Sector Advisory and Capacity-building services (VSAC’s) in helping in smaller local organisations to adapt was highlighted; and it was felt to be important that VSAC’s call in private sector expertise in order to support the changes required.
· Many identified the changing role for Local Authorities in commissioning as a big issue – from “direct contracting” towards “developing the market”: and wanted more focus on how you get the market ready for personalised services.
·  Many felt that not everyone in local authorities has got their head around the shift to “commissioning” rather than “providing”. The biggest cultural shift required from them is unlocking the money. It was felt that some councils were quite far ahead in this (Suffolk, Barnet, Essex were pointed out), but others were not. However, there was general agreement that the scale of the cuts meant that Local Authorities can’t just salami slice; and there will have to be radical change of some sort!
· A particular need was identified to build the capacity of elected councillors to understand, facilitate and lead the new commercial, community and user implications and opportunities. What should be the new role for Councillors?
· There are important opportunities for several Local Authorities to work jointly and make savings through sharing processes, and commissioning units. Would small localised third sector organisations be ready and able to adapt to that, or would they lose out from bigger arenas?
· There needed to be some analysis of “what gets lost” as well as of “what is new and additional”.

· There were also mixed views about “Personal budgets” – will they provide an opportunity for the third sector, or spread out money too widely for the survival of organisations? There was concern that real choice for users was often not actually available – with no outside competition for some services and/or for some localities.
· Many felt that “payment by results” is too much for the third sector to absorb; because such models require higher investment and increased risk for organisations providing services. And it was felt that good ideas relating to commissioning could be stifled by overly-complicated procurement processes –unless these were rapidly looked at and improved. 
· There are questions over culture as well as capacity of the sector. The new agenda requires a big shift in traditional perceptions about what “charities” are expected to do. As part of that, many felt that the role of Trustees must change - do unpaid part time Trustees know enough about the new level of risk and/or have the necessary skills to redesign their “Business Model”? Perhaps new types of social enterprises are more flexible and able to cope with this?
5. Concluding Session: Summary of Key Issues and Support Needs identified for future work
In response to a question from the Chair the Participants in this seminar identified the following Issues and Needs as ones on which they would value further opportunities to engage and receive information and support:

· More breakout sessions specifically for Councillors to discuss experiences of different Local Authorities
· More opportunities to network and share examples of where things have worked well/ not worked in collaborations 
· A forum/network for ‘crowd-sourcing’ and exchanging experiences on the ground.

· Further opportunities to focus on key questions including: - 
· Rhetoric versus reality - how can we reconcile the many competing things that are being said?

· Big question about ‘after 20th October’?

Two debates to be had – 1. Protecting existing sector. 2. Developing new organisations

· More opportunities to focus on the changes being faced by both the public and third sectors and how these are inter-related. (This seminar had been very much about third sector, whereas the world was also changing for public sector and there is a need to focus on both.)
· More opportunities to focus on why the third sector is different (and how to maximise the value of those differences (rather than about making third sector like others/ able to compete.)

· More opportunities to explore the differences between mainstream third sector organisations and social enterprises – given their very different business, ownership and governance models.
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