











Foreword

Businesses that create social value can
play a vital role in the future of public
service reform. A new wave of social
enterprise has developed over the last
decade assisted by a determined push
from Whitehall to create a more mixed
economy for public service delivery.

Politicians across the parties identify
social enterprise as a key enabler for
public sector reform and the social
enterprise ethos — maximising and
reinvesting profits for social purposes -
is at the heart of the public policy debate
surrounding the ‘moral economy’ and the
role of socially responsible businesses.

However, the reality of social enterprise in
public services has not yet matched the
rhetoric; the private sector remains the
main service provider in the £79 billion
public services market. Social enterprise
is a niche player, facing capacity and
capability constraints, and struggling to
access the capital and people they need.

PricewaterhouseCoopers LLP (PwC)
commissioned Opinion Leader to
conduct this survey in February and
March 2009. We wanted to understand
how to align the rhetoric and reality more
closely, and whether collaborative
partnerships between the private and
third sectors were part of the solution.

The research findings presented a
positive picture of the market, even in the
midst of recession. However, significant
differences were identified in how best to
harness the potential for social enterprise
in public service delivery and how

collaborative working could build capability.

Leading social enterprise and private
sector representatives discussed the
findings at a roundtable event in May
2009. The consensus was that effective
partnerships rely on:

e Both parties establishing and
articulating a clear business case for
partnership working;

Leaders being clear on shared values
and communicating these to the entire
organisation, to gain buy-in to
partnership working;

¢ A clear understanding of the benefits
to end users of partnering, and
developing a way of working together
that will achieve these;

e Understanding around fundamental
issues such as governance, profit
share, dispute resolution and liabilities
are established at the outset;

e Joint working started in advance of
tender opportunities and matured into
strong, resilient and trusted partners,
adopting a flexible suite of partnering
arrangements to suit the opportunity.

The roundtable recognised that finding the
platforms in which to broker relationships
was a priority for both sectors, and that
both funding organisations and
commissioners can help create an
environment in which partnerships thrive.

Since the roundtable, the Government’s
social enterprise summit in May
announced a new Cabinet sub-Committee
to enable social enterprises and charities
to compete for public service delivery
contracts. As part of this drive PwC is
working with the Office of the Third
Sector to advise on contracting and
commissioning arrangements across
Government. We are also developing our
own forum to bring together leading social
entrepreneurs and private sector leaders.

However, even with this growing
momentum, the heart of the debate still
remains around how social and private
enterprise can best work together to deliver
better public service outcomes. We hope
you find the survey findings interesting, and
like us you are stimulated by the challenges
that lie ahead.

Finally, we would like to thank the
Association of Chief Executives of Voluntary
Organisations (ACEVO) for their assistance
and support.

Dame Julie Mellor
D.B.E.

Ray Mills






Executive Summary

PricewaterhouseCoopers commissioned
Opinion Leader to conduct an
independent survey of 100 board-level
executives of social enterprises and
private sector organisations in February/
March 2009. The aim was to understand
how to maximise the positive impact of
the third sector on public service delivery,
and examine the views towards
partnerships between the sectors as one
route to delivery of this agenda.

The research findings demonstrate

that both sectors broadly support
partnerships, however the third sector is
consistently more ambivalent. Both
sectors say there is a need to focus on
how to make the partnerships themselves
work most effectively — that the key to
collaborative working is to invest time and
energy in building mutual understanding,
developing shared goals and effective
ways of working together. This requires
respecting what each other brings in order
to deliver benefits on a sustainable basis.

The survey highlighted an overall positive
attitude towards the market, with a
significant majority of both social
enterprises and private sector
organisations (70%) confident that third
sector involvement in the public service
market will grow over the next 3-5 years.

Respondents were also optimistic

about the resilience of this sector in

the current recession. More than 70%
agreed that the third sector would
become more active in public service
delivery during the recession, although
views were divided on whether the public
service market itself would contract or
continue to expand.

Two thirds (66%) of all respondents
believe that partnering will be important
to the growth of the third sector and that
partnerships will bring benefits

for public service delivery.

There was also strong support for
helping grow the third sector through
policy interventions to enable social
enterprises to compete more effectively,
particularly through:

B Commissioning, where 90% of all
respondents felt that improvements
to make it easier for social enterprises
to compete are either very important
or quite important (75% of social
enterprises viewed this as very
important);

B Government placing greater emphasis
on the third sector’s contribution to
society (88% felt
this was very or quite important);

B Supporting the third sector in
attracting the best people (85% felt
this was very or quite important).

The survey also highlighted an overall
belief that partnerships between social
and private enterprises would lead to
benefits for end users in terms of
innovation (76%), customer focus (66%)
and value for money in the delivery of
public services (58%).

Private sector respondents are more
inclined (66%) to anticipate developing
partnerships with social enterprises in the
future and to perceive benefits for their own
organisations from such partnerships.

The perceived benefits of partnerships are:
sharing skills (34% of the private sector
respondents; 30% of social enterprises);
better service delivery (27% of the private
sector); and business acumen and support
(25% social enterprises).

Even though there is divergence in

many areas between the two sectors,
when asked about the greatest barriers
to forming partnerships and what needs
to be done to break down those barriers,
respondents are in agreement.

The greatest barriers to partnerships
are a lack of understanding between
the sectors (86%) and a lack of ability
amongst commissioning organisations
to measure social return (85%).

The primary changes advocated to break
down those barriers are: closer contact
and dialogue between the sectors (32%),
collaborative working (20%), strong
central government leadership (18%) and
access to investment finance (71%).



Growth of the sector

How likely do you feel it is that the third sector will in REALITY become
significantly more involved in the delivery of public services over the next
3-5 years? %)

Social Enterprise . 13 43 29
Private Sector - 9 43 25
Total B 11 43 27
| | | |
Very Quite Neither likely Quite Very
unlikely unlikely nor unlikely likely likely

To what extent would you agree or disagree, in a recession... (%)

Third sector will become more
active in public service delivery I 7 50 23
Private companies will be seeking
any kind of advantage — working I 13 53 19
with third sector more attractive
All parties will have other priorities
to consider I 28 36 20
The drive to compete will make
partnership less likely - 33 29 13
The market for public services
will contract - 37 26 15
| | | |
Disagree Disagree Neither agree Agree Agree
g g g g g

strongly nor disagree strongly

The current economic downturn forms a
critical backdrop to future developments
in the sector. As such, we were keen to
understand the trends that social
enterprise and private sector leaders
expect to emerge over the next few years.

Going for growth

We asked respondents for their views on
how third sector involvement in public
service delivery is likely to grow over the
next 3-5 years. The outlook was highly
optimistic with 70% overall expecting to
see the third sector become significantly
more involved, with strong agreement
between private and social enterprises.

Impact of the downturn

Respondents were also optimistic about
the resilience of the sector in the teeth of
the current recession. More than 70%
agreed that in a recession the third sector
would become more active in public
service delivery, and that working with the
third sector will become more attractive to
private sector companies. This is despite
the view of 41% of respondents who felt
that the overall market for providing public
services will contract.



Policy support

Despite this optimism, respondents felt
that a number of policy changes were
needed to support the growth of the
third sector. In particular, 91% of all
respondents felt that improvements in
commissioning to make it easier for
social enterprises to compete are either
very important or quite important.
Furthermore, 75% of social enterprises
viewed this as very important.

In addition, we tested a range of potential
policy interventions which were all broadly
endorsed. Following improving
commissioning, there was particularly
strong support for:

B Placing greater emphasis on the third
sector’s contribution to society (88%);

B Supporting the third sector to attract
the best people (85%);

B Increasing availability of investment
finance for social enterprises (90%).

How important do you th

ink the following policy changes are to the

growth of the third sector: Improving procurement & commissioning
so that it is easier for social enterprises to compete? %)

Social Enterprise |2 4 18 75
Private sector 227, 4 48
Total 2/ 29 62
| | |
Very Quite Neither Quite Very
unimportant unimportant important nor important important
unimportant

How important do you think the following policy changes are to the
growth of the third sector...? %)

Improving commissioning so

it is easier for social enterprises to Ez 5 29 62
compete
Placing greater emphasis on
contribution to society ES 7 32 56
Supporting the third sector to
attract the best people n 318 35 50
Increasing availability of investment
finance for social enterprises 37 41 49
ST IS S s 4 |
of third sector I 6 [6 39 48
Reducing the burden of red tape E 3 15 35 44
Providing more business and
professional support n 5 9 39 43
Providing more generous loans
and incentives E 9 19 32 38
| | |
Very Quite Neither Quite Very
unimportant unimportant important nor important important

unimportant



Partnerships and their benefits

How likely do you feel it is that partnerships between social enterprises and
firms in the conventional private sector will in REALITY become significantly
more common in the delivery of public services over the next 3-5 years?

Social Enterprise m 27 20 29 14
Private Sector _ 16 14 52 9
Total [ 21 17 40 12
| | | |
Don’t Very Quite Neither likely Quite Very
know unlikely unlikely nor unlikely likely likely

How important is partnering between social enterprises and private
firms to the growth of the third sector? (%)

Social Enterprise 13 25 29 18
Private Sector I2 9 27 60
Total 5 7 17 28 38
| | | |
Don’t know e Quite Neither Quite Very
unimportant unimportant important nor important important
unimportant

Forming the right partnerships and
alliances with private providers is
potentially an important way forward for
social enterprises to more rapidly gain
critical mass in their capacity and
capability for delivery of complex public
services. Respondents were therefore
asked for their views on how they saw
partnerships between private sector
organisations and social enterprises
driving change in the mixed economy
of public service provision.

Is partnering the future?

When asked whether partnerships
between social enterprises and the private
sector are likely to become more common
in future, there is a polarisation of views:
61% of private sector respondents felt
partnerships were very or quite likely
compared to 43% of social enterprises.

There is similar polarisation of views on
the importance of partnering to the
growth of the third sector. Two-thirds
(66%) of all respondents believe that
partnering between social enterprises
and private firms is important to the
growth of the third sector. Interestingly,
this view is much more strongly held
amongst the private sector (87%) than
amongst social enterprises (47%).



The top reason given for this perceived
importance is the ability to learn from one
another (22%) while those who are more
ambivalent or negative believe that the
sectors have different aims and
objectives/values (10%).

Particularly in terms of financing
new ventures we need private
sector to venture into new areas
and to share the private sector
expertise in delivering in a cost
effective way financially.

Third sector

Social innovators bring ideas
and not scale. Ideas, with the

scale of the private sector,
will bring the best results.
Private sector

I think it is potentially flawed
because the voluntary organisations
are value driven and the private
sector is profit driven and this
creates a tension between them
and any partnership.

Third sector

The economic climate does not, however,
appear to be a factor: only one in five
respondents felt the recession may slow
down the development of partnerships,
while a similar number felt that it could
accelerate the process.

Those saying ‘Very / quite

important’ (66%)

B | earning from one another
(22%)

B A way for the third sector
to develop (18%)

B Government / political support
for partnerships (9%)

B Private sector can
demonstrate how to deliver
cost effective services (8%)

B Third sector gains access to
finance (7%)

Those who are ‘Neutral’ or

say ‘Not very / not at all

important’ (28%)

B Parties have different aims
and objectives / values (10%)

B There is no evidence / third
sector doesn’t need
partnership (9%)

What if any effect do you feel the current economic climate will
have on the development of partnerships between the private
sector and the third sector, to deliver public services? %)

Will slow things down

Could accelerate process
Lack of finance

Private companies will focus
on core activities

Lack of confidence/people cautious

Could go both ways

Will be opportunity to
extend activities

Depends on local authority initiatives
Lack of finance/retraction of finance

Increase in service user demand 7

More competition
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The private sector is, however, more
pessimistic that the economic climate
will slow things down.

40 - It will push some to happen —
funds from current funding
sources such as government will
become less likely — structures
are under threat. There will be
positive drive out of a negative
situation. It will force dynamic

What if any effect do you feel the current economic climate will
have on the development of partnerships between the private and
third sectors to deliver public services? %)

30
20

10

changes.
Third sector

Will slow things down somewhat

The competition between the
private sector and third sector
- u u may be increased — it could act
Social Private Total - s
Enterprise Sector as a barrier to form partnerships.
Private sector

Private sector the keener suitor

Thinking about your own organisation how likely or unlikely do you think it is
that you will develop partnerships or consortia with the private/social

enterprise sector to bid for public service contracts over the next 3 years? %) .
Private sector respondents (66%) are

more inclined to anticipate developing
partnerships with social enterprises to bid
for public service contracts over the next

Social Enterprise _ 25 18 18

Private sector  [INANN 14 3 years, compared to their third sector
0,
o 1o countarparts (365¢).
| | || [ | Not surprisingly, the perceived benefits of
Ve Quite Neither likel Quite Ve : :
unlikdly unlikely nor unlikely likely likely partnering also varied between sectors,

with the private sector being more
convinced that partnerships will offer
benefits to their organisations.



Both sectors agreed that sharing skills
was a likely benefit (34% of the private
sector respondents; 30% of social
enterprises), while the private sector also
perceived benefits of better service
delivery (27%) and the third sector
focused on gaining access to business Social Enterprise [N 16

acumen (25%).

To what extent do you agree/disagree that partnerships of this kind
would offer benefits to (own) sector organisations like yours? (%)

Private sector 44 36
Total  [8N 8 35 29
| | | |
Disagree Disagree Neither agree Agree Agree
strongly nor disagree strongly

Ability to bid for large scale
contracts and to become more
practiced in some of the bidding

and tendering by learning from What, if anything, do you think would be the key benefits of such

the private sector.
Third sector

Better understanding of customer
need, new approach to delivery,
more empathetic approach to
social need.

Private sector

I think it is help with promotion
and marketing and the backing
of a private company with
commercial acumen.

Third Sector

They bring a level of expertise in
dealing with specific groups that
we do not have, which enables
us to broaden our services.
Private Sector

partnerships for your organisation? (%)

Sharing of skills/
expertise/experience

Able to deliver better services

Private companies posses
business acumen

Innovation/creativity

Share cross sector learnings/
upskilling

Ability to get involved in
larger contracts

Access to funding /investment

Social Private
Enterprise Sector



Delivering benefits together

To what extent do you agree that such partnerships will bring benefits

to the future of public service delivery? (%) Two-thirds of respondents agreed that

partnerships will bring benefits for public
service delivery, although the private
sector respondents were more likely to

Social Enterprise [ 13 perceive the benefits of partnerships
Private sector @ 9 (82%), with social enterprise respondents
Tota B 1 less gonvinced -50% ggree, with the
remainder largely ambivalent rather than
in disagreement.
| | | ||
e Cadme Mowerages  Agree Sy One in six respondents (17%) felt that

partnerships would not bring benefits for
public service delivery at all, the primary
reason given as conflict between the profit
and share holder value approach of the
private sector and the public benefit
approach from the third sector.

| am not sure that culturally
they are a very good fit.
Private companies have to
report to shareholders and

What specific benefits do you believe will be delivered through
partnerships of this kind? (%)

Able to better address needs of
end users/improve public services

Able to learn a lot from each other

A coming together/
alliance of partners

Private sector have the necessary
skills/proven track record

social enterprises are for public
services...l can see no
common platform.

Third Sector

Efficiency of private sector

A good thing generally

Greater reach

Enable better financing

The two most clearly perceived benefits
were that partnerships could better
address customer needs and so improve
service delivery and also provide
opportunities for shared learning.



| think by insuring that the To what extent do you agree that partnerships of this kind will...?

combination of the expertise
which the two sectors will bring,
will enhance the public services, a5
and allow both to go to places
which they probably couldn’t
do alone.

Third sector

| think that the most important one
is the ability to reach more people
and to ensure public service
delivered is targeted in the right
way to the right groups. There is
a lot to be learnt from this.

Encourage greater Create more Create better value Undermine the
Private sector innovation in public customer focused public for money in public independence & ethos
service delivery service delivery service delivery of social enterprises
| |
Social Private
Enterprise Sector

When asked about the extent to which
they felt partnerships could help meet
specific benefits, innovation (76%) and
customer focus (66%) were felt to be the
most likely benefits along with value for
money (58%).

When we asked the individual sectors
their perceptions on specific benefits,
three quarters or more of the private
sector respondents agree or agree
strongly: 88% for innovation, 84% for
customer focused delivery and 75% for
value for money. Social enterprises are
less convinced of the benefits and
appear divided on whether partnerships
will undermine their independence and
ethos, with 41% agreeing or agreeing
strongly and 45% disagreeing or
disagreeing strongly.
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Making partnerships a reality

Which of the following do you see as potential barriers to the
development of partnerships between the private sector and the
third sector in delivering public services? (%)

Lack of understanding 86
between sectors

Lack of ability amongst 85
commissioning organisations to
measure social return

Lack of access to finance to 71
support partnerships

Seeing each other as competitors
rather than as partners

Lack of business acumen 51
within the third sector

Procurement cycles are too fast to 50
allow time for consortia to develop

No real benefits for the third sector

No real benefits for the private sector 28

T 1
30 40 50 60 70 80 90 100

O
-
o
N
o

Which of the following do you see as potential barriers to the
development of partnerships between the private sector and the
third sector in delivering public serivces? %)

80
60
40 o
20 o
0 -
Lack of business acumen Procurement cycles are too fast to
within the third sector allow time for consortia to develop
|| |
Social Private
Enterprise Sector

If partnering for public service delivery is a
desired outcome, we wanted to understand
the market’s perceptions on the barriers they
face and the ways in which those barriers
might be overcome.

Challenges to collaboration

When we asked about the potential barriers to
developing partnerships to deliver public
services, respondents overwhelmingly cited
two factors as the greatest barriers:

B |ack of understanding between sectors
(86%); and

B |ack of ability amongst commissioning
organisations to measure social
return (85%).

Lack of access to finance to support
partnerships was the third most often cited
barrier (71%).

An interesting polarisation between the sectors
emerged when we asked specifically for views
on business acumen and procurement cycles
as barriers to collaboration. 66% of private
sector respondents versus 36% of social
enterprises perceive lack of business acumen
within the third sector as a major barrier to
collaboration, while 66% of social enterprises
versus 34% of private enterprises cite the fast
pace of procurement cycles as a major barrier.



Breaking down the barriers

When asked what they believed was the
single greatest barrier to partnering,

respondents cited a lack of understanding

between sectors and a lack of ability

among commissioning entities to measure

social return. To overcome these and
other barriers, we asked what needs to
be done to make partnerships a reality.
Respondents cited a number of potential
actions but three stood out:

B Closer contact between the sectors in
order to break down barriers (32%);

® Collaborative working (20%);

B Strong central government leadership
(18%).

It needs openness on both parts
and reasonable facilitation and
networking events and starting
a dialogue.

Social enterprise

Important because — let me give

you an example (company name)
is relatively deep pocketed —

so they can afford to have a

12 month dialogue but obviously
the third sector cannot afford to
have two people committed to a

project for that length of time.
Private sector

Which of these is the single greatest barrier in your view? (%)

Lack of understanding between
sectors

Lack of ability amongst
commissioning organisations. to
measure social return

Seeing each other as competitors
rather than as partners

Lack of business acumen within
the third sector

Procurement cycles are too fast for
consortia to develop

No real benefits for private sector

Lack of access to finance to
support partnerships

No real benefits for the
third sector

30

What do you believe needs to happen to make partnerships a reality? %)

Closer contact/break down barriers

Collaborative working

Strong central government leadership

More open/transparent

Partnerships are not necessary

Clarity of roles

Need to state what each party wants

Has to be equal

We already have partnership




Conclusion

If the goal is to maximise the positive
impact of the third sector on public service
delivery by leveraging what the third sector
brings in terms of community knowledge,
tackling the disadvantaged, and
personalising services to the public services
market, understanding the views and
attitudes of the sectors towards each other
and the market as a whole, as well as the
perceived benefits and barriers, is vital to
developing ways of partnering that will
achieve better social outcomes. Investing
time, energy and resources into developing
a dialogue that builds mutual understanding
and respect, developing shared goals and
values, finding shared ways of working,

and exploring what each can do to help
the other, are necessary ingredients to
successful partnerships.



The findings from our research present
an interesting insight into the potential for
collaboration in achieving these goals.
The survey demonstrates high levels of
confidence in the growing participation
of the third sector in the market, and the
majority of respondents believe that
partnering between the sectors will be

a major factor of that growth.

m Benefits of partnering

Both sectors see real benefits from
collaboration, although they perceive them
in different ways. Overall, the perceived
benefits include: the ability to better
address the needs of the users, thus
improve and deliver better public services;
and greater innovation, customer focus
and value for money for the public;
building capability within social enterprises
through sharing of skills, expertise and
experience; access to finance and the
learning from the business acumen
possessed by the private sector.

However, there remains ambivalence,
particularly among social enterprises,
about how to make such partnerships a
reality given the cultural and technical
barriers. Retaining the fundamental ethos
of the third sector while embracing the
talent, business acumen and capability of
the private sector is a primary challenge.

m Barriers to partnering

While both sectors perceive benefits

to partnering, two factors are
overwhelmingly cited as major barriers:
lack of understanding between the
sectors, and lack of ability to measure
social return by commissioning entities.
The lack of capacity and scale of
operations is also perceived as a
barrier to collaboration.

m Overcoming the challenges

There is less clarity on how best to
approach breaking down the perceived
barriers to partnering. The majority of
respondents advocate closer contact
between the sectors, with actual
collaborative working as the primary
means of doing so.

Although this survey provides only a snap
shot in time of attitudes to social enterprise
involvement in public service delivery, it
nevertheless offers an agenda for change
centred on new ways of working and new
alliances. While many challenges lie ahead,
the survey suggests there is enormous
potential for partnership working. Building
capability and capacity, working together
and sharing values, experience, and
resources, may well provide a vital new
way of delivering public services and
more effectively harnessing public
spending for the wider public good.
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About the Survey

This research was conducted in February
and March 2009 under the strict
confidentiality guidelines of the Market
Research Society Code of Conduct by
Opinion Leader, a research based
consultancy offering a range of qualitative,
quantitative, deliberative and collaborative
methods (www.opinionleader.co.uk). 100
board-level representatives participated via
a telephone interview.

For more information, please contact:

Dame Julie Mellor D.B.E - Forward Thinking
+44 20 7804 9019
julie.t.mellor@uk.pwc.com

Ray Mills — Third Sector
+44 191 269 4284
ray.mills@uk.pwc.com

For other PwC publications, visit:
www.pwc.co.uk

Who we spoke to: Audiences (Total respondents: 122)

Organisation size:

CEO

Managing Director

Other board level Director
Finance Director

Vice President

B 10t049

B Over50

B 10t049

B Over50



Organisation revenue:

B £250,000 to £1 million Under £250,000

B Over £1 million B £250,000 to £1 million

B Over £1 million

Sector focus
Which areas of public service does your organisation operate in?
Health
Education
Social services 34
Other
Housing
Infrastructure/transport
Law and Order/Justice 15
Regeneration/urban renewal
Employment services 8

Homelessness

o
o
N
o
-
o
N
o
N
o
w
o
()
a



About PricewaterhouseCoopers

PricewaterhouseCoopers (www.pwc.com)
provides industry-focused assurance, tax and
advisory services to build public trust and
enhance value for its clients and their
stakeholders. More than 140,000 people in
149 countries across our network share their
thinking, experience and solutions to develop
fresh perspectives and practical advice.

PricewaterhouseCoopers’ Government & Public
Sector practice (www.pwc.co.uk/publicsector) has
been helping government and public sector
organisations locally, regionally, nationally and
internationally for many years. We work with
organisations across sectors as diverse as health,
education, transport, home affairs, criminal
justice, local government, housing, social welfare,
defence and international development.
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