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CO-CHAIRS’ FOREWORD
BY ROB OWEN AND WILL HUTTON
These are tough times, not only for the third sector, but for all who care
about our public services.
Too often services are commissioned based on price, rather than
effectiveness. Too often cuts to services bite the hardest to reach with
the most severity. This cannot go on.
What we set out to do in this report is to find a way to improve the
operation of the state, without simply throwing more money that is not
there – while at the same time holding the concept of dignified, humane
care at our core.
We wanted to articulate something more than abstract ideas or
improvements. We wanted to enable the design of public services which
deliver meaningful improvement to the lives of individuals. Not meeting
targets mandated by Whitehall, but providing public benefit as would
be understood by the public. We wanted to give real power to our
citizens and the right to hold public service providers and politicians to
account. The big society for real, you might call it.
Our results are compelling and challenging. We outline three major
ideas. First, we call for an increased, tangible focus on raising the total
percentage of government spend that goes on preventative spending.
‘Five for the Future’ is our challenge to government. We will need a
concerted public and policy campaign, aimed at securing the 5% of
overall public spending initially across major delivery departments that
work with vulnerable people: health, welfare, justice, the Home Office
and education. This feels ambitious but given the cuts preventative
services have faced, it only in absolute terms gets us back to where we
were in 2010. And so we want ‘Five More for the Future’, beyond that
with preventative spend rising to 10% of total government spending
over the next 5 years and a proper implementation plan on a budget-bybudget basis. By doing this, we can realise the potential of public
services to improve peoples lives and become more cost-effective.
Secondly, we call for a Community First test to be applied to the big
procurements for our crucial public services in the above departments
– including the next round of Work Programme contracts. This will help
us truly level the playing field, enabling commissioning to become a
powerful tool for the improvement of our lives. One size does not fit all.
From worklessness to rehabilitation we need specialist programmes for
the hardest to reach filtered by locality. And they must be accountable.
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Accountability is key to this. We must give citizens the power to take
control of their own lives and feel empowered to change things. So
finally, and perhaps most ambitiously, we call for a Public Services
Constitution and a strengthened power of public service super-complaint.
Too often, reform to the system is never fully achieved. It is lost in
warm words and pleasant platitudes that augur well (Big Society being
one example) but cannot deliver in the face of hard economic policy.
Thus, we argue that we need to give citizens written, enforceable rights
to good service, including via choice and to voice, to dignity of care, to
government tackling problems early in a document that applies to all,
no matter their background or wealth. The Public Services Constitution
would allow this change, by empowering the public to demand services
which are working in their best interests. A strengthened power of
super-complaint (borrowing an idea from the commercial sector) would
help give this constitution teeth, enabling aggrieved groups of citizens to
work with an approved organisation where they are systematically
harmed by a service to hold the government to account.
What we are arguing for here is a new relational compact between the
state and individual. The Public Services Constitution will lock in the
citizens right to services that empower them and their communities far
more effectively than any abstract ideas. Furthermore, it is our
contention that, over time, this will actually deliver significant savings
for government and deliver better value, and more humane public
services for our citizens.
These are the challenges from us: smart, compelling changes which we
must see if public services are to be redesigned to ensure that they are
delivering meaningful improvement on the ground, in peoples lives.
They are strong commitments and they are eminently implementable.
We look forward to working with politicians and campaigners of all
stripes to develop them over the coming weeks, months and years.
We would like to thank our commissioners for the work that they have
put into this report. Their insights and experience have proven crucial
to the conclusions which we have reached. We would also like to thank
ACEVO for bringing this commission together, and then working to
ensure that our voices were heard. Finally, we would like to thank the
City of London Corporation and Social Investment Business for their
generous sponsorship, without which important interventions like this
would not be possible.

Rob Owen
CEO St Giles Trust

Will Hutton
Author of ‘The State We’re In’
and columnist for The Observer

Co-Chairs of the ACEVO Commission into Delivering Better Public Services
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PREFACE
SIR STEPHEN BUBB, CEO, ACEVO
Over a decade on from ACEVO’s publication Replacing the State, we
were in need of a stock-take of our public services. This is why ACEVO
brought together this Commission, and its recommendations are ones
which should be heeded.
Public services are no longer always working in the best interests of the
people. Too often, government prioritises keeping the books balanced
over working to improve the lives of the people whom they serve. This
is simply not a tenable situation to carry forwards. Instead, major
changes are needed. This report contains such reforms, and I welcome
these.
I am hugely grateful to Will and Rob for their work in chairing this, and
steering the report to its completion. What they have done here gives
not only the third sector, but also those involved in broader public
services, a new blueprint for their future action. In this difficult time,
with charities under more pressure than ever before, this report gives
us hope that we can still carry out the crucial work which we do for the
public benefit.
The report is a remarkable piece of work, containing in depth research
alongside detailed analysis. It leaves no stone unturned in its mission to
improve public services. I am grateful both to the Commission
members, who have given their insights into the issues being examined,
and the secretariat, who have captured them herein.
From the findings of the Commission, we can see three clear campaigns
emerge, which ACEVO and I will be keenly pursuing going forwards.
First, the report makes it clear that we need a commitment to funding of
preventative services. I agree that this is the most dignified way to
ensure that public services are working in the interests of the public.
This needs to be a strong commitment on the part of government. Many
charities already provide such services, but we cannot expand without
more funding. This is an area which too often gets ignored due to
narrow political horizons, and the challenge of measuring savings
which may accrue to different areas of public services. We need to rise
above this, and take a view which is in the long term interests of the
public.
Secondly, the current system of commissioning simply isn’t working for
the public. Government is contracting out services, and as a result we
are frequently seeing standards fall. Whilst it is important that
government should spend prudently, they should not forget that their
raison d’etre is to serve the public. If government does wish to contract
Remaking the State Research Report
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out its services – which is not inherently a bad thing – it must do so to
organisations committed to working for the public benefit. It is not
enough to talk of engaging with the community sector – they must do
so.
Thirdly, and perhaps most significantly, the report suggests that we
need to re-work the public’s relationship with the state. I agree.
Throughout this report, and across our sector, we can see ways in
which public services are failing to achieve their basic aims. It is not
enough to request minor changes over time. Instead, we need to call for
a fundamental shift, which will allow us to realise the potential of public
services. To this end, the Public Services Constitution is an admirable
project. By holding government to a set of principles, and giving the
public the right to appeal if they do not, we can ensure that the
Government does not forget its obligations to the people.
These represent a roadmap for the future of public services. As we did
12 years ago, I call on government to heed these, and work with the
public and the third sector to help realise a more meaningful future for
public services.

Sir Stephen Bubb
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ACEVO is the UK's largest network for Charity and Social
Enterprise Leaders.
For nearly 30 years, we have provided support, development and an
inspiring, collective campaigning voice for our members, the leaders of
small, community based groups, ambitious medium-sized
organisations, and well known, well-loved national and international
not-for-profits.
We offer our members exclusive access to personal development
opportunities and mentoring tailored to senior leadership roles;
networking and learning events; bespoke consultancy and solutions
that help boost their businesses; and discounted professional services
delivered by our partners. In concert with our membership we craft
positions on issues of importance to the third sector and our
members' work - and we offer a leading and decisive voice that shapes
the agenda.
ACEVO stands for the Association of Chief Executives of Voluntary
Organisations. Membership is open to social leaders of all stripes: to
charity and social enterprise chief executives, to senior leaders, to
chairs and to trustees.

Open access. Some rights reserved.
As the publisher of this work, ACEVO wants to encourage the circulation
of our policy work as widely as possible while retaining the copyright.
We therefore have an open access policy for our policy publications
which enables anyone to access our content online without charge.
Anyone can download, save, perform or distribute this work in any
format, including translation, without written permission. This is
subject to the terms of the ACEVO open publications licence, the main
conditions of which are:

•
•
•
•
•

ACEVO and the author(s) are credited
This summary and the address www.acevo.org.uk are
displayed
The text is not altered and is used in full
The work is not resold
A copy of the work or link to its use online is sent to ACEVO

You are welcome to ask for permission to use this work for purposes
other than those covered by the open publications licence. ACEVO
gratefully acknowledges the work of Creative Commons in inspiring our
approach. To find out more go to www.creativecommons.org.
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KEY DEFINITIONS
Market Stewardship

‘Market stewardship’ refers to
government taking a proactive role in
defining the environment for providers of
public services.

JSA and ESA

The key benefits involved with the Work
Programme were JSA and ESA. JSA is Job
Seekers Allowance, and is primarily
directed at the short term unemployed,
who are actively seeking a return to work.
ESA is Employment & Support Allowance,
which is aimed at those with a lower
chance of returning to work in the
immediate future. As well as those with
disabilities, it often covers the long term
unemployed.

Prime Contractor

The Prime Contractor in any procurement
process acts as the sole point of contact
for the recruiting body. It can refer to
single-body contractors, but also to the
largest company within a larger
consortium. They act as a conduit
between the consortium and the
government.

Tier II/III Contractor

Tier II and III contractors are subcontractors within a consortium. As their
business comes through the Prime
Contractor, they have less choice over
which aspects of the contract they take on.

Contract Provision Areas

Contract Provision Areas are the spatial
unit over which government serviced are
contracted. Rather than a single bid to
provide the service nationwide, the
service will be broken down into
geographical units, each of which will be
contracted separately. In theory, this
allows smaller organisations to bid, but in
practice areas have often remained too
large for this to happen.

Parent Company
Guarantee

A Parent Company Guarantee is an
attempt to place liability for a contract on
a body that is able to pay. Often, contracts
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are awarded to sub-sections of larger
organisations, which would lack the
resources to pay in the event in failure.
This guarantee means that a single large
organisation must take on sole liability for
any contract – a problem in the case of
consortium bidding.
Social Impact Bond
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A Social Impact Bond is a specific form
which can be taken by social investment.
In a Social Impact Bond, the social
investor provides upfront capital at risk
for the delivery of an intervention by a
social enterprise or charity. If the
interventions are effective at producing
the desired outcome (e.g. reduction in
care home placements or A&E
admissions), the social investor is paid
back by the public sector commissioner.
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1. MEANINGFUL IMPROVEMENT:
RECOVERING THE PURPOSE OF
PUBLIC SERVICES
1.1 Are we going backwards?

Cases of neglect in public services rightly arouse anger. Take
Winterbourne View, where staff systematically neglected or abused
vulnerable patients; and Mid-Staffs hospital, where staff routinely
neglected individuals in need of medical care. Such cases focus the
public’s attention on the quality of public service delivery. They also
demand a response to the question: is the lack of care on display here
limited to these cases - or is it more pervasive?
In prisons, inmates are held in their cells for up to 23 hours a day; then
when they are released, there is no statutory provision made for their
resettlement, with many becoming homeless.i ‘Looked After Children’
may have no provisions made by the state for when they turn 18 and
leave their foster homes. ii These are examples of more systematic
issues.
Partly, the solution to these kinds of challenges involves empowering
frontline staff. The nature of our current public service arrangements,
however, limits their capabilities and ambitions. When surveyed, only
38% of civil service staff felt that it was safe to question ‘the way things
are done.’iii
The question of front-line empowerment is but one question. More
broadly: improving public services should be about improving the
quality of care we offer within the spending envelope that we have.
Given the drive for efficiency – and the reductions in spending the
Government has demanded – has there emerged a fundamental and
endemic care deficit at the centre of our state-provided public services?
How can it be overcome? What is the role of the third sector and local,
active communities in helping overcome these problems. And how do
we guarantee standards and rights for public service users in future, so
that the standards of human dignity we expect to maintain in a civilised
society will be met? These were the objects of the ACEVO Commission
into Delivering Better Public Services.
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1.2 Minimum Standards of Human Dignity.
Public service reform is never complete; we are always on a journey
towards something better or worse. The questions for the Government,
whatever their political stripe, are thus:
1. Does the Government’s agenda consistently deliver the basic
standards of care and decency that we should expect for everyone, no
matter what their economic or social position? What are/ought be
those standards and how are/ought they be they enforced?
2. Where those standards are not met, are the Government and its
systems demonstrating a capacity to learn from their mistakes?
There is a third question as well, inherent in the nature of politics:
3. Is the Government doing what is necessary to listen to beneficiaries
and to bring them along with their reforms?
Before we come to understand whether a system is working, we need to
know that the Government share a vision with the public and with
providers for what decent, humane, dignified care and treatment look
like: a purpose rooted in a common mission.
These questions have been the same for public service reformers
through the ages. William Beveridge’s seminal 1942 report came as the
result of an enquiry into state welfare. The system imagined in
Beveridge’s report had services free at the point of entry: universal
access to education and healthcare, funded by the tax system. Everyone
in work would pay, and a progressive taxation system meant that the
rich would pay more. This was the introduction of the welfare state
from “cradle to grave”iv.
To put an end to the 'five giants' – Want, Disease, Ignorance, Squalor
and Idleness – Beveridge proposed a system premised on citizen
contribution: certain benefits were given to anyone who had
contributed to the system while in work, providing a safety net in case
of illness or unemployment. The notion of empowering people to live
dignified lives was enshrined in principle and then in statute.

Across our public services, it is not clear that the same commitment to
meaningful improvement, and that same articulation of clear minimum
standards, is being maintained in light of the systems we have in place.
The details of the Winterbourne View case help explain. In 2011, a
Panorama documentary uncovered criminal abuse being carried out
against people with learning disabilities resident at the Winterbourne
View care home, which was operated by private providers.
From this, the Care Quality Commission and Department of Health
carried out a series of inspections of care homes across the UK.
Transforming Care: A national response to Winterbourne View Hospital
Department of Health Review: Final Report v found that
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“
There was widespread poor quality of care, poor care
planning. lack of meaningful activities to do in the day and too
much reliance on restraining people.

Transforming Care: Final Report

”

The interim report on these inspections also identified issues with
person-centred planning, involvement of people and families in
developing their care plan, and in ensuring personalised care and
support. People in these homes were not given the support that they
needed, or control and choice over their own care.
The subsequent Winterbourne View: Time for Change report of the
Transforming Care and Commissioning Steering Group recommended
putting choice and control at the centre of care for people with learning
disabilities and/or autism. A right to challenge inpatient care for service
users, with independent advocacy and support was a central
recommendation: the report made clear that choice was central for
users, and personalised services needed to be introduced.
The Care Act 2014 has recently come into force, and extends rights to
personal budgets and independent advocacy. This has required
significant and sustained advocacy that continues even now - and the
use of the ‘bully pulpit’ of the media in order to achieve systematic
public services shifts. At one point NHS Chief Simon Stevens admitted
that despite these changes, the fact was that the system had failed to
deliver closures to institutions to date and, absent outside intervention,
it was unlikely it ever would. The system was simply not set up to meet
the level of expansion of community care required to stop actively
harming people in these settings. Beneath the question of what
meaningful improvement looks like, and how people are to be given the
power to lock it in to their services are the linked questions of when
and how quality care is to be delivered. We believe that:
(a) interventions should come as early as possible to help people
and prevent problems accumulating further down the line; and
(b) they should be carried out in the most personal, tailored way
possible, at the most local level possible, to give the best quality
of care and in that same case
(c) Citizens should have the scope to articulate what minimum
standards and meaningful improvement look like – rather than
have government dictate it to them.
How are our public services doing against these challenges? On (a) early intervention and prevention - the National Audit Office (NAO)
Remaking the State Research Report
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estimated that, over the course of the last parliament, spending on key
preventative services fell by as much as 45%vi. The NAO and the Joseph
Rowntree Foundation argue that this is largely as a response to
budgetary pressures. Statutory and acute services cannot be cut to the
same extent as preventative services without causing significant
problems for the population. Thus, preventive services have borne the
brunt of significant budgetary cuts, driven by central government,
across the board.

1.3 A structural problem?
In 2011, the Coalition Government’s Open Public Services White Paper
set out its plan for public service reform that would both improve
quality and lower costs – deliver, as the Rt Hon Oliver Letwin MP put it
‘more for less.’ At its heart was the principle that “public services should
be open to a range of providers”.vii
This was not a new idea, but part of a renewed enthusiasm on the part
of the Government for this type of public services reform. Over the next
few months and years, most government departments made steps to
follow that mandate and a number of key service areas saw reform as a
result:






Department of Work and Pensions: The Work Programme,
which began in 2011 as the successor to the Flexible New Deal,
was designed to support jobseekers into work and comprised
40 contracts, worth a total of £3-5 billion nationally, across 18
Contract Package Areas (CPAs), between 2011 and 2013.
Department of Health: The Health and Social Care Act 2012 was
to “enable patients to be able to choose services which best
meet their needs”
Ministry of Justice: Transforming Rehabilitation, which has
“open[ed] up the market to a diverse range of rehabilitation
providers from the private, voluntary and social sectors
(including potential mutuals) through 21 Community
Rehabilitation Companies (CRCs)”

Competition was the principle that was supposed to deliver better
public services. The idea is that competition acts as a mechanism to
bring in a greater diversity of providers. Citizens could then choose the
best quality of tailored and appropriate care for themselves, or see
standards driven upwards by a marketplace of providers competing to
deliver.
A more vibrant ecosystem of providers meant, in theory, greater choice
for service users. It should mean a greater spread of approaches. It
should mean better services overall, tailored to the needs of the
individual that results in meaningful improvement in peoples’ lives. It
should also mean increased efficiencies and reduced costs.
Remaking the State Research Report
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The worry is that, in light of the post financial crisis ‘austerity drive,’
cost-cutting has trumped quality of service as the supervening
consideration. Simon Parker, Director of the New Local Government
Network admitted that “in terms of government, we are basically
turning it into an insurance agency”viii. Over and above this, despite the
cuts, during the last parliament, public sector debt doubled and this
trend, therefore, look set to continue.
At a very broad level, the Open Public Services era has yielded a market
dominated by a few key suppliers. Despite the reforms of the last few
years, market domination by a few central suppliers is actually growing.
ix

Government Contracts Received (£million)
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ACEVO’s Sir Stephen Bubb suggested the government is in danger of
creating ‘private sector oligopolies’ in place of public sector
monopoliesx, as did ResPublicaxi and the Institute for Governmentxii. The
legislature have also expressed concerns. Take this statement from the
Public Accounts Committee in 2013:

“
Some public service markets, such as for private prisons,
asylum accommodation or the Work Programme are now dominated
by a small number of contractors, and the government is exposed to
huge delivery and financial risks should one of these suppliers fail

House of Commons Committee of Public Accounts 2013-14
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Competition should be a means not an end; a vehicle to achieve the
choice and agency that is consonant with human dignity, as well as
serving to alleviate some of the problems associated with political
decision making. Yet the evidence suggests that competition, as it is
currently realised in our public services, is doing us a disservice, while
giving a few companies an enormous boost. We examine the detail of
this further in chapter 3.

1.4 Where the Third Sector may be able to help
There are over 164,000 registered charities, and an estimated 900,000
third sector organisations in the UK overall. They each have their own
mission and articles of association. But they are all at law bound to act
in the public benefit. They are there to help others and promote the
common good.
At base, while a service-delivering charity is formally owned by its
trustees, it exists and was created out of recognition of our collective
responsibility to the community that underpins a charity’s mandate to
deliver on its mission statement, be it care for the elderly, emotional
support during illness or the work of drama and sports groups.
Beveridge himself understood that the state system, in and of itself,
could not deliver improvement alone. With good reason: Beveridge’s
apprenticeship in public policy actually came while volunteering at a
charity, Toynbee Hall, in East London. Beveridge never forgot these
roots. His first two reports were about the creation of a welfare state
and the state’s role in guaranteeing employment. But his lesser read,
third report gives an insight into the importance he placed on
‘Voluntary Action’ as an essential counterpart to the systems he had
built.

“
The state in organising security should not stifle incentive,
opportunity, or responsibility; it should leave room and
encouragement for voluntary action by each individual.

William Beveridge, Voluntary Action
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Beveridge’s work paved the way for a remarkable expansion in state
services that has created national institutions. The size and complexity
of the state rose rapidly during the twentieth century, and demographic
shifts further increased the demand for services. Interestingly, at the
same time, the scope and strength of voluntary action increased in
concert. The twentieth century was the waterloo of the ‘crowing out’
thesis as applied to the voluntary sector and public services; it is not
inevitable that a bigger state meant less voluntary action: quite the
reverse. xiii
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This is because better public services and a thriving third sector are not
mutually exclusive but symbiotic.
In the precursor publication to this, ACEVO’s 2003 collection Replacing
the State, a group of forward-thinking commentators including Will
Hutton and Julia Unwin came together to outline the virtues of having
more third sector organisations delivering public services. The major
argument was that the third sector’s involvement with a community
both pre-dates and endures beyond commissioned services. The
concept we developed to describe this phenomenon is that the
third sector has a high level of ‘stickability’: attachment to a
particular area, its community networks and its future social and
economic prosperity.
The ‘stickability’ of the third sector in a given area can and should be
used by commissioners in ever more innovative ways to yield ever
better results for beneficiaries. There are, broadly six vital ‘apps.’
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The stickability of the third sector in action: Six Key ‘Apps’
Prevention

Third sector organisations
through working in
communities and helping
build community based
care and service
organisations help
prevent problems and
reduce demand on the state.
The next chapter covers this
‘app’ in detail.

Personalisation

Third sector
organisations have long
been at the forefront of
providing personalised
services to their users.

There are many examples of the ways
that charities adopt a user-focused
approach. The Hofmann Foundation
for Autism attempt to include their
patients at every stage on their
activities. This includes, where
possible, a self-led assessment of
problems and a personalised budget
to ensure that people get the services
which they feel are necessary. This
means that the services offered by
the Foundation are determined not
by the charity but by its users.
The drive to introduce personal
budgets as a more commonplace
feature of mental health care has
been led by the charitable sector.
Organisations such as Mind and
Mencap were amongst the first to
suggest that handing the decision
making over to patients would result
in a better standard of care.

Integration

Third sector
organisations are well
suited to provide a
holistic approach that
tackles multiple
problems.

From organisations like Barnardo’s
partnering their efforts to reduce
homelessness amongst young people
with schemes around education, to
Vision – a charity aimed at reducing
reoffending – who also offer shelter,
education and legal advice to their
targets, there is a clear pedigree of
charities acting not just on one issue,
but across a spectrum.

Collaboration

We are seeing third
sector organisations
joining up with each
other, and working
together to realise their
objectives

Examples of consortium working are
rising in the third sector: Charities
come together to pool very different
skills and expertise in order to serve
multiple needs and provide joined-up
services. These consortia are formed
by the third sector without the need to
be encouraged or controlled by the
state. A Charity Commission report on
the benefits of consortia identifies a
number of different groups
nationwide, each of which
demonstrates the ways in which
charities are working togetherxiv.

Innovation

Third Sector
organisations often
drive innovation in
public services, as well
as in the practices of the

The welfare state itself grew out of the
innovations of the third sector, with
the earliest hospitals, schools and
homeless shelters all being funded by
charity in the 19th century. It was only
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wider economy.

after WW2 that the state truly took up
the burden of welfare – prior to this its
continual development was driven
solely by innovation in the third sector.
A study by The Third Sector Research
Centre found that the innovative
capacity of third sector organisations
in the UK is influenced by government
policies and institutional factors: given
the right policy environment, third
sector organisations can drive
innovation and find new solutions to
public service dilemmas

Participation:
Reaching the
Hardest to Reach

Third sector
organisations are able
to engage where others
can’t, and carry out the
tasks that others can’t.

Charities specialise in seeking and
aiding our most vulnerable citizens.
Ex-offenders are disproportionally
more likely to be homeless upon
leaving jail, and implementation of
government strategies to improve this
situation has been patchy. Third sector
organisations, like the award winning
St Giles Trust, are working in
partnership with local authorities,
criminal justice staff and housing
providers to reach prisoners and exprisoners to give them advice and
support – a function that statutory
bodies and private organisations are
unable to.

These ideas have captured the imagination of successive governments –
to a point. Driven by them - especially during the Blair era - outsourcing
by government of public services to the charity sector increased several
fold. The third sector’s share of public services funding expanded from
£4.3 billion in 2000, several fold. What is striking is that, following the
publication of the Open Public Services White Paper in 2011, we see a
fall in the volume of government contracts awarded to the voluntary
sector. Under the Coalition government, with the advent of the Open
Public Services agenda, the upwards trend was expected to continue. It
did not.

Volume of Government Contracts granted to the
Third Sector (£billion) - last decade for which
collated data is available
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0
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From a high of £12.1 billion in 2009/10, the third sectors share of
government contracts now stands at only £11.1 billion. Whilst this is a
relatively small decrease, it suggests a turning of the tide. The Open
Public Services agenda, designed to bring more providers into the
public service network and help meet myriad needs thereby, has
instead relegated the third sector to a second-tier partner.
The third sector could play a crucial role in any structure to deliver
meaningful improvement to peoples’ lives. It also has a role to play in
helping citizens articulate what that improvement looks like. It works
the other way too; in concert with its public benefit aim, the sector has a
duty to reform itself where appropriate to best work with the
structures that can help people; to find that middle way where state and
civic action meet and so ensure that people are appropriately helped. As
such, we wanted to articulate principles, not only for government, but
for the sector, to work together to deliver ever more effectively. These
reforms are found in chapters 5 and 6.

1.5 Recovering the Purpose of Public Service
Reform: Delivering for the Public
The public are increasingly realising that something is wrong. A recent
survey by YouGov found that for the majority of services, the public
favoured “public” provision rather than being “pragmatic”(focussing
only on how well the service is delivered, rather than who it is delivered
by). xv
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This is not to say, however, that the public are pro-nationalisation in all
its forms. Ipsos Mori have found that only 11% of respondents were
entirely opposed to private sector organisations providing services.
81% would be happy with the treatment of people in private care
facilities if it increased the speed with which they were seen xvi.

This suggests that concerns may not stem from who the service
provider is, but on the quality of care they will provide – and the
Government, at present, is trusted to ensure a greater quality of care or,
at any rate, they are trusted more than the private sector.xvii
Furthermore, survey data created for ACEVO suggests that the public
are open to the benefits a diversity of providers can bring. On
innovation and on cost reduction – the twin aims of competition – the
public are attuned to the idea that a greater plurality of provision is a
desirable thing. Reform, if it points to a better way, will be embraced by
the British public

Remaking the State/ACEVO Survey Data: Poll on Provider Diversity
75% agree that a variety of different providers would be more successful
than just one provider at coming up with new ways of doing things.
65% agree that a variety of different providers would be more successful
than just one provider at reducing costs to the taxpayer.
Full results available at http://www.comres.co.uk/polls/cbi-providerdiversity-poll/
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In this report, we aim to meet this challenge; to demonstrate how
change that delivers meaningful improvement to peoples’ lives can be
achieved, locked in and conferred as a matter of right upon people who
use and benefit from our nation’s public services.
Our inquiry yielded debates, ideas, and practical implementable
reforms that will help the government immediately improve its current
slate of commissioning projects.
We have conducted field exercises and worked with charities on the
ground in Manchester, London and beyond. We have surveyed the
ACEVO membership and conducted expert hearings, as well as
conducted desk research, to yield our results. All of this leads to our
ideas to amend both current and future commissioning programmes for
complex services which emerge in the final chapter. We also reach
major conclusions around the role of preventative spending for
providing meaningful improvement to the lives of the public, and how
to best ensure that public services are working for the public benefit.
We argue that by following these recommendations, citizens will have
more of a say in articulating and achieving meaningful improvement in
their lives through their use of public services. At the same time, the
Government can realise the ambitions it has set for itself – to move to a
better pathway and to create genuine, responsive, self-improving public
services that deliver for citizens – as beneficiaries of public services, as
taxpayers and as caring, socially responsible members of our society.
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2. PREVENTING HARM: MAKING PUBLIC
SERVICES SMARTER
2.1 Prevention and Early Action: Why it Matters
Prevention and early action are the essence of humane public service
interventions. If an agency gets to a problem early there arises the
possibility to avoid a whole range of problems. Examples include
reducing the potential for crime through providing targeted youth
services in at risk areas; early intervention and prevention for women
and men in violent relationships by ensuring visits before a flashpoint
rather than after; home care of the elderly rather than accident and
emergency provision – the list and the range of potential support
available is vast.
Let us consider a couple of these areas in more detail – care of the
elderly, and early intervention with troubled children.
The main cause of injury-based death in the over-75s is falls.
Approximately 7000 people over the age of 65 die annually from
preventable hip fractures due to falls. 3.4 million people over 65 suffer
serious injury or death as a result of falling. Evidence shows that
specific programmes for improving strength and balance can reduce the
risk of falls by as much as 55 per cent. And yet, our investment in
providing evidence based fall-prevention is low.xviii
The National Audit of the Organisation of Services for Falls and Bone
Health of Older People in 2010 found that there are large variations
nationally in the quality of falls prevention services. They found that
services for falls prevention and treatment are still not integrated and
that routine falls risk assessments are not being carried out. Only 38 per
cent of services were evidence-based.
Another audit carried out in 2011 found that that there was
unacceptable variation in the quality of NHS services for care and
prevention of falls and fractures. In some places, NHS claims around
provision, commissioning, protocols and structure were not matched by
the actual care provided. Falls can at worst be fatal or cause severe
injury. And even if the physical damage isn’t terrible, the psychological
damage can be very hard for elderly people to overcome. Following a
fall, older people may feel less able to leave their homes, and it may
have an isolating effect as well as diminishing normal activity. xix
Preventative services are not only needed for the elderly. At the other
end of the age spectrum, early intervention services can have a
dramatic impact on outcomes for poor and disadvantaged young
people.
Remaking the State Research Report

23
Deprivation and adverse childhood experiences can have long-term
negative effects. The California Adverse Childhood Experiences Study
looked at childhood maltreatment, and found that abuse, neglect and
family dysfunction had enduring negative effects on the lives of these
children: higher levels of violence, antisocial behaviour, adult mental
health problems, drug and alcohol misuse, lowered IQ, diminished
school and economic performance. Getting in early is the best way to
prevent such outcomes and reduce the risks.
Early intervention to help these children can be immensely effective.
For example, an extensive literature review by the RAND corporation
found that for some sorts of interventions, the evidence showed long
lasting substantial gains in outcomes such as education placement,
grade retention high school graduation rates, labour market outcomes,
reduced social welfare programme use, and reduced crime.xx
This case has been made repeatedly over the years by Commissions and
bodies other than this one, including the Early Action Task Force and
the Scottish Parliament’s Finance Committee xxi.

2.1.1 Why Preventative Services are an Easy Target
Preventative services can help reduce the burden on the public purse;
enjoin the third sector and their key apps in delivery and ultimately
deliver better outcomes. So why are they an easy target for cuts?
The National Audit Office (NAO) argued that local authorities have had
to protect “statutory” services in the face of budget cuts; this has
pushed the burden of cuts onto long-term or preventive services. Over
the course of the last parliament, the NAO estimated that key
preventative services saw their funding cut by as much as 45%xxii.
Indeed, sums set aside for prevention are low compare with the overall
budgets of key delivery departments, xxiii
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It is tempting to blame swingeing public sector cuts for this trend.
During the Spending Review of 2010, Chancellor George Osborne
announced cuts to public spending of £81 billionxxiv. This shifted public
service priorities towards reducing spending while continuing to meet
demand on services.
Major pressure has fallen on local authorities has been finding cost
savings. Since 2010, local government spending has been cut by £10
billion, with a further £10 billion to come over the next two years xxv.
Three quarters of local government leaders see funding cuts as the
biggest challenge they must overcomexxvi. The IFS report that we have
seen under half of the cuts ultimately to be made by 2018/19.
The cuts would not fall evenly:xxvii





The more deprived areas (where prevention spending could be
most useful) tended to have higher funding initially to help to
tackle the problems of deprivation, so the real terms cuts have
been greater for these areas.
The most deprived areas saw the largest cuts, around £222 per
head.
The absolute level of cut in real terms is 5.6 times higher in the
most deprived fifth of areas compared with the least deprived.

The implications of this for spending on preventative services in these
areas are clear for these areas are where preventative services are most
needed, and can have the highest impact. xxviii

This has had significant implications for commissioning at a central and
at a local level. As highlighted in the ACEVO and LGA Real Local Change
(2014) report, there have been “Shifts towards larger contracts
(‘aggregation’), propelled by the desire to create economies of scale and
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to harness savings from commissioning budgets. xxix” This has created a
fear of innovation - and indeed a fear of hypothecating funding towards
important, programmes such as those with a preventative focus.
Yet it must be said that lack of preventative spending is not all the fault
of cuts.
There are structural barriers to increasing spending on and
prioritisation of preventative services.
Spending by Class of Local Authority and Deprivation Band

First, spending on prevention in one department tends to accrue
savings to a different department. For example, early-years intervention
and children’s services may involve spending by the Department of
Education, such as the Sure Start early years services. However, the
impact of these interventions may be a reduction in youth crime, or
reducing the likelihood of unemployment for these children further
down the line. This will enable savings to be made from the Home
Office, Ministry of Justice and Department of Work and Pensions
budgets. The separation of departmental budgets is a serious barrier to
departments committing resource to provision of preventative rather
than immediately necessary statutory services.
Secondly, there is a financial risk in providing preventive services: if the
service does not succeed in prevention, then it costs the local authority
or government departmentxxx money, without providing any tangible
benefits. A greater shift towards the implementation of evidence-based
interventions can mitigate this risk.
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Straws in the Wind: Troubled Families
The Coalition’s Troubled Families Programme represents
a positive commitment to prevention, and involves
support for young people and their families. Launched in
2011, it is a £448 million three-year programme. Money
was allocated to local authorities to help to change the
lives of the UK’s 120,000 “problem families”. It was
designed to:
“help local authorities get to grips with whole families and
deal with their problems at root cause through proven
techniques, rather than a multitude of agencies working
with single people within a family, often just reacting to
their problems.”
It works by assigning a dedicated worker to a family,
who then deals with all of the family’s problems – They
will do things from ensuring that children attend school,
that services are accessed and that appointments are
met.
The scheme so far appears to have been quite successful.
It has exceeded the DWP’s internal measures of progress
for both attachments and for outcomes.xxxi It has ‘turned
around’ over 115,000 families, with funding provided to
expand the programme furtherxxxii.
However, the motivation for this scheme was very much
harm reduction rather than improving the quality of life
of the individuals taking part. First, it was couched in
terms of the cost of “troubled families” to the state –
estimates put the top 120,000 as costing £9 billion.
“This is spent on protecting the children in these families
and responding to the crime and anti-social behaviour
they perpetrate. The costs are exemplified by the fact that
children who live in troubled families are 36 times more
likely to be excluded from school and six times more likely
to have been in care or to have contact with the police.” –
Launch of Programme, 2011xxxiii
The aim of the spend was to reduce the cost of these
families down the line, and to reduce the disruption they
caused to other families and businesses in their local
area. And metrics for success were based on this too.
Payment was given for relatively short term successes:
reduced exclusions from school, reduction in anti-social
behaviour, or reduction of offending rate by a third;
parents entering work or achieve “progress to work”.
These targets encourage the short term results that will
bring about savings in the medium term, but do not
necessarily reflect interventions which will secure good
long-term outcomes for the family, or permanent
behavioural change for the childrenxxxiv.
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While the Troubled Families Programme represents a
welcome step towards more services focussed on
prevention rather than coping with the consequences, it
is still not the early intervention needed to ensure
positive outcomes for citizens further down the line.

This situation persists in spite of a concord of voices arguing that we
need the contrary. The Centre for Social Justice has been a vocal and
influential campaigner for early intervention for the reasons outlined
above. Towards Effective Prevention is an Early Action Task Force
(EATF) report that draws upon a 2013 NAO paper Early Action:
landscape review which concluded that shifts away from reactive
spending towards preventative spending were overdue. In addition to
the barriers such as short-term planning and ‘silo-working’ that we
have already identified that prevent prevention gaining a foothold, the
EATF criticized the lack of high quality evidence on the benefits of early
action.
This is a ‘chicken-and-egg situation.’ Absent significant investment in
early action, evidence will take longer to accrue, and in turn the case for
significant investment in early action will be harder to make.
Government must break the deadlock.

2.1.3 The Prevention Penalty
How much does this collective failure to focus on prevention cost us?
We considered and collated a number of key sources on the costs of
underfunding prevention.

The Costs of Underfunded Prevention: Parameters
Several Departments have early action in their high-level objectives
 Department of Health
 Department for Education
 Home Office
 Ministry of Justice
We took these departments as our lodestone and identified key areas in
which these departments, and other key departments including the
Department for Work and Pensions, could make savings through
preventative work. We used for our research a combination of expert,
quantitative and qualitative analysis. The results follow.

2.1.3.1 General Spend
Early Intervention Foundationxxxv – The EIF says that nearly £17
billion per year is spent in England and Wales by the state on ‘short-run
Late Intervention’, with the largest single items being the costs of
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children who are taken into care (Looked After Children), the
consequences of domestic violence, and welfare benefits for 18-24 year
olds who are not in education, employment or training (NEET).
The £17 billion is spread across many different public agencies at
national and local level. Local authorities bear the largest share at £6.5
billion, followed by welfare costs of £3.7 billion and the NHS at £3
billion. The EIF does not argue that the entirety of the £17 billion is
wasted. However, it does say that early intervention is likely to save
money and lead to better outcomes.

Estimated Saving: £17 billion per year

2.1.3.2 Children’s Services
For every additional child who is taken into care, the average cost to a
council per year is £57,385. The NSPCC used this figure to calculate the
potential additional costs of (statutory) protection services if
(discretionary) prevention services were reduced. The NSPCC doesn’t
estimate how many additional children are likely to find themselves in
care in the future but it models three potential scenarios:




A 10% rise in children being pushed onto the threshold of
‘being in need’ would require an extra £258m of spending.
A 20% rise in children being pushed onto the threshold of
‘being in need’ would require an extra £516m of spending.
A 30% rise in children being pushed onto the threshold of
‘being in need’ would require an extra £775m of spendingxxxvi.

In 2009, Action for Children estimated that by shifting to an early
intervention approach, the Government could save £486 billion over 20
years on services to improve children’s lives. This compared with a £4
trillion cost if business were continued as usualxxxvii.

Estimated Saving: £486 billion, over 20 years

2.1.3.3 Homecare Services for the Elderly
British Red Crossxxxviii – BRC is currently delivering 103 schemes
across the UK which provide social support. These schemes are
estimated to cost health and social care commissioners approximately
£5.4 m. The British Red Cross commissioned Deloitte to assess the
savings generated by these services, based on analysis of six
representative BRC schemes. Deloitte found that:
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Estimated return from these schemes ranged from 67% to
280%.
Total net savings relate to an overall return of 149% for
commissioners on their expenditure on BRC schemes. These
savings accrue to both local authorities and healthcare
commissioners.

Personal Social Services Research Unitxxxix – The Personal Social
Services Research Unit (PSSRU) conducted an analysis of the
Partnership for Older People Projects (POPPs), 146 separate schemes
which ran in 29 English local authority areas from 2006 to 2009. Twothirds of the schemes were aimed at reducing social isolation and
exclusion or promoting healthy living among older people, with the
remainder directed specifically at avoiding hospital admission or
facilitating early discharge. The schemes:


Reduced overnight hospital stays by as much as 47%.



Reduced attendance at A&E departments by 29%.



Reduced out-patient appointments by 11%.

Overall, for every £1 spent on such services to support older people,
hospitals saved £1.20 in spending on emergency beds. According to
Policy Exchange, ‘If we apply this figure to the £4.23 billion that we
calculate that the NHS is spending on long-term care, the potential
saving is some £645 million annually’.
Age UKxl – Falls cost the NHS and social care an estimated £6m per day
or £2.3bn per year as a result of hip factures. That figure does not take
into account other costs associated with falls that do not result in hip
fracture but that may still require treatment or care.
The Department of Health estimates that if every strategic health
authority in England invested £2m in falls and bone health early
intervention services they could each save £5m each year through
reduced NHS costs, as well as an overall £80.5 million per year in
reduced demand on ambulance services.

2.1.3.4 Homelessness
Shelterxli – Shelter compared the cost to a local authority of providing
preventative homelessness services with the cost of accepting an
individual as ‘homeless’ and adding them to the housing register. The
charity found that the minimum unit cost saving per prevention
compared to a ‘full duty’ acceptance is in the range of £1,300 to £7,700.

Estimated Saving: Between £104 and £616 million
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2.1.3.5 Public Health
Public Health England and NHS Englandxlii – ‘It is estimated that if the
public were fully involved in managing their health and engaged in
prevention activities £30,000,000,000 could be saved’.

Estimated Saving: £30 billion

These separate calculations, with their unique methodologies, together
present a compelling picture - and a case for increased spending on
prevention, not only to improve lives but also to make savings for the
taxpayer. From the examples outlined above, it is clear that the bill
represents a substantial percentage of our government spending, and it
would be a matter of considerable regret were government to continue
to allow these costs to mount, and so burden the public purse and the
public’s wellbeing thereby.

2.2 The Capacity Gap: What would it take to
overcome the Prevention Penalty?
One of the common objections to an increased focus on preventative
services – especially when it is the third sector calling for it – is that
charities lack the capacity to meet the demand for these services. This is
an important point, and we here address it.
Remaking the State survey data from 2014, at the start of our inquiry,
found that 88% of organisations saw an increase in demand for their
services from 2012 to 2013, with 89% expecting to see an increase in
demand for their services over the next 12 months. Less than a third
were confident that their organisations would be able to fill this
demand. By 2015 and the tracker results were even more worrying;
only 14% thought that they would be able to meet this demand. We
have what we refer to as a capacity gap.
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A capacity gap arises when the total of the services required is greater
than the ability of its providers to provide.
This gap must be filled or people suffer. If the latter is not to happen,
one of two things must be done:
First, government can attempt to increase the supply of services. In this
case, this means greater spending on ramping up the work of existing
providers that provide preventative services.
Secondly, governments can attempt to decrease the demand for services.
This actually also involves funding prevention, for funding preventative
services means that other kinds of preventative service will not be
required in different delivery contexts. Funding prevention creates a
virtuous cycle of benefits.
Alongside both strategies, runs the need to develop capacity both of
government and of providers so they are better equipped to work with
each other. Building capacity is part of what ACEVO Director of Public
Policy Asheem Singh referred to as the ‘golden rule’ for working with
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charities – enabling the organisation’s back office to flourish as well as
the front-office to deliver.
A number of capacity building projects were trialled under the BlairBrown years, including ChangeUp/CapacityBuilders and
FutureBuilders. These were large block funds for the third sector.
During the Coalition era funding for general capacity building was cut,
while some new, more innovative models of capacity funding emerged.
The Investment Contract Readiness Fund was established in 2012. The
ICRF was dedicated to helping charities and social enterprises learn
how to raise investment and compete for public service contracts. It
gave grants for charities and social enterprises to buy capacity-building
in order to take on investment.
A review of the ICRF by the Boston Consulting Group last March xliii
found that its progress to date had been strong. By that March, it argued
that it had helped social ventures raise £21.4 million of investments and
win £13.5 million of contracts. The review found significant positive
impact made by the ICRF in building capability and strengthening the
provider market. A follow up to this, released in October 2015, found
that the fund had unlocked £79m in investments and £154m of
contractsxliv.
Capacity Building Funds offered by government to
third sector organisations (£million)
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Additional capacity building funding would be welcome, especially for
smaller and medium sized organisations who have been largely unable
to take advantage of the good work of the ICRF, We consider some
options for providing this support in our recommendations.
It should be noted: a drop in spending on prevention means that the
third sector automatically has to pick up the slack - prior to state
services stepping in further down the line. Given that the overall
spending on preventative services is anyway less than it ought to be, we
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should be recognising these challenges as a society and enjoining
government to help third sector organisations especially cope with this
increased demand. Whether that is capacity building funding, or as we
discuss in the next chapter, better market stewardship generally, the
principle that these services must be delivered in partnership must
abide.

2.2.1 Social Investment
The Government’s work on social investment has been important in this
regard.
Social investment covers a multitude of forms, ranging from social
impact bonds to loans and community shares. At heart, all of these are
ways in which the investment of capital can be made to serve social
ends, rather than simply financial ones. As a means to an end, social
investment can be tailored to support a variety of different causes, and
as such, its potential must not be ignored. Certainly, if used
appropriately, it can allow third sector organisations to invest in
themselves, increase the impact they have and improve their
sustainability.
One such form of social investment is the social impact bond, which has
been designed to work specifically around government commissioning.
In a Social Impact Bond, the social investor provides upfront capital at
risk for the delivery of an intervention by a social enterprise or charity.
If the interventions are effective at producing the desired outcome (for
example reduction in care home placements or A&E admissions), the
social investor is paid back by the public sector commissioner.
The first of these programmes in the UK was introduced by the Ministry
of Justice, in order to finance a prisoner rehabilitation programme. In
this case, 3,000 prisoners on short term sentences were provided with
intense interventions, both pre- and post- release. Upfront finance was
provided by social investors with payments from commissioners being
contingent on reduction of reoffending by the target cohort.
To date there have been 31 Social Impact Bonds in the UK tackling a
range of social issues including homelessness, youth unemployment,
children at risk of going into care, long term health conditions and
others. They represent a way to catalyse investment into preventative
schemes and to develop an evidence base of what works. Additionally
commissioners are able to share the risk of achieving target outcomes
with investors and providers. For charities and social enterprises, the
focus on outcomes enables greater flexibility to adapt the delivery
model and innovate.
However, in order for these to work, there needs to be quantifiable,
social outcomes from any intervention. It is these which allow the
mechanism of payment by results to be used. Whilst these have the
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potential to attract private capital, they are allied with other significant
costs and complexities. Social investment is a powerful tool but it is no
panacea and does not obviate the need for government to make a
significant commitment to increasing spending on prevention and
reducing its harmful effects and massive costs by changing the way that
it works.

2.3 A Prevention Target
How do we ensure that governments spend more on prevention? Taxes
on ‘social polluters’ such as tobacco, alcohol and payday loan
companies; a principle that a percentage above expected economic
growth should be diverted towards early action, creating positively
reinforcing behaviour. Those two were EATF recommendations.
We considered structural reform to be of more interest than revenue
raising items such as tax rises. What we need is a systematic approach
to raising such spending based upon how government spends right
now. We considered three ideas:
Integration: as prevention often requires spending in one area, whilst
the benefits will be reaped in another, integration of services are placed
atop departmental priorities. Models of pooling and integrating budgets
should be expanded beyond healthcare as part of this.
Culture shift: the public sector should recognize and seize upon the
opportunities which are offered by preventative spending and make its
progress part of their work plans.
Accounting cycles. It is inevitable when elections are frequent that
politicians will set their policies to address short term concerns. It is for
this reason that capital budgets are separated out, and examined over a
longer time frame, than the standard budget.
In their 2015 manifesto – ‘Free Society’ – ACEVO called for a Three
Stage Accounting Cycle Alternative to promote and support
preventative provision that will produce benefits over time. This would
consist of a conventional one year accounting cycle, a one-term policy
with a five year reporting framework and a two-term policy with a ten
year reporting framework. They proposed that these be adopted to
assess the quality of public service interventions, especially around
prevention and early intervention.
The Early Action Task Force recommended ten year social and capital
investment plans be established as part of a longer term approach in
government spending reviews. In addition to this, public bodies should
assess the long term (10 year) impact of all policies they implement.
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Outcomes funding: Big Society Capital have suggested an ‘Oucomes
fund’ of £1bn, topsliced from departments, in order to deliver an
injection of capital into the prevention space.

2.3.2 A Campaign for Preventative Spending
We need a clear and strong campaign in favour of preventative
spending. Politicians often defend their reluctance to engage in early
action on public opinion. They claim that the general public are prone to
short term thinking, rather than assessing the benefits a policy may
bring in over the longer term. Given this, a concerted public case would
help shift the needle.
In order to make this an effective campaign, it must have a clear target.
In much the same way as campaigners have long called for 0.7% of GDP
to go on international development, there needs to be a bench mark to
which government can be held. Whilst this figure is to be decided by
those campaigning for it, we feel that a level of 5% of government
spending, rising to 10% over time, would be sufficient to remedy many
of the problems which have been outlined.
The third sector is certainly ready for the challenge. There is certainly
already appetite and ambition among third sector organisations to take
on more contracts and develop their work. The task is for Government
to create the framework to harness that energy.

Remaking the State Survey Data: Would you take on more
contracts?
75% of the charities and social enterprises surveyed were aiming to
expand in the next year. Of these:





44.2% intended to bid for public service contracts
37.2% intended to set up a social enterprise
34.9% intended to set up a trading arm of the organisation
14% intended to start investing their income.
Remaking the State Survey, 2014

There is a clear choice for government commissioners at all levels here:
continue to insist on commissioning services on price, reduce costs that
yield services that store up costs for the long term, while continuing to
harm and stretch local third sector capacity to breaking point – or –
commission for value, target an increase in preventative services, build
the capacity of the third sector to deliver those services and yield
significant services further down the line.
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3. REMEDYING THE REMEDY: BIG,
HARMFUL PUBLIC SERVICE STRUCTURES
“The Work Programme is Working”
DWP press releases (18th June 2015, 18th December 2014, 27th June 2013)

In 2006 the Confederation of British Industry (CBI) published a paper –
A Fair Field and No Favourxlvi which found significant inconsistencies
across government departments in their approach to tendering. It
argued that there was no competitive neutrality between public, private
and voluntary organisations competing for a contract. Without an
explicit framework for ensuring competitive neutrality, various
considerations – competition law, government accounting rules – result
in a diversity of approaches across Whitehall, not all of which were
necessarily best practice. Whereas some programmes will ask for an
over-specificity of information, others will have a lack of clarity that
leads to poorly drawn contracts. This is at best confusing, at worst
fundamentally damaging for organisations entering or attempting to
enter the marketplace.
The Coalition’s Open Public Services agenda was designed to overcome
this type of problem. It was designed around the principle of parity, to
ensure third sector organisations could have a role in delivery of public
services. In order to ensure that this would be the case, it would have to
address these ongoing criticisms – indeed, as was stated in the Open
Public Services White Paper:

“
One of the key roles of government is to ensure that any
competition is free and fair.

Open Public Services White Paper (2011) xlvii

”

These principles gave rise to some of the best known public service
competitions of the Coalition era - and beyond. They also gave rise to
some of the best known points of challenge and protest.
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3.1 Work Programme
The Work Programme was commissioned by the Department for Work
and Pensions (DWP) and was worth £3.3 billion across 40 contracts. It
was designed by the Department for Work and Pensions (DWP) to offer
comprehensive ‘back-to-work’ support where there had previously
been more than 20 different programmes for jobseekers, disabled
people and people with health conditions. It looked to simplify this, and
offer personalised support for as many people as possible, including
young people not in employment, education or training (NEET).

The design is clear – to bring a fragmented array of services under one
banner. Delivery would be packaged into 40 large contracts with the
expectation that prime contractors would effectively manage-down to
more specialist, local organisations to create a supply chain that is both
simple to understand and nuanced enough to help as many people as
possible.
Work Programme: Operational Notes
The Work Programme was a scheme set up in 2011, aimed at reducing
the numbers of people on employment related benefits, by getting them
into the employment market





Rather than being run by central government, this was to be
contracted out to the private and voluntary sectors
The country was divided up into 18 regions, each of which was
contracted out separately
Work Programme would involve payment-for-results,
incentivising providers to quickly move participants into work
A model of sub-contractors would allow voluntary
organisations to interact with the groups of unemployed people
with complex or multiple barriers to employment

3.1.1 The Results
The consensus view on the Work Programme is that it was far from
uniformly successful. Commentators including the DWP, IFS and CESI
all pointed to the programme working far more effectively for those on
JSA than those on ESA. As data from the ONS reveals, following the
implementation of the Work Programme we see – after a brief lag time
– a significant reduction in the numbers of people claiming JSA. By
February 2015, this figure was at its lowest point since early 2008 –
although this is not necessarily just a consequence of the Work
Programme. The ESA numbers however paint a very different picture.
Since the introduction of the Work Programme, they are down only
50,000. Whilst this may seem significant, it is a drop of only 2%. Given
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that the Program is meeting most of its expectations xlviii, this suggests a
structural issue with the way the programme attempts to target those
on ESA.

Claimant Numbers by Benefit Type
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3.1.2 Explaining the ESA Problem
In explaining why a particular employment programme did or did not
work – especially a programme attempting to meet the needs of
vulnerable people with multiple difficulties – we should be wary of
jumping to conclusions. Such services must be iterated over time in
light of multiple human, social and structural factors. Never the less, we
have identified a number of issues with the structural part of this
equation. Structural problems are the easiest to remedy, and such
mistakes are also the easiest to learn from in order to iterate the
system. We identified the following structural issues.

3.1.2.1 Market Management (‘stewardship’)
Market stewardship refers to government taking a proactive role in
defining the environment for providers of public services. This includes
taking an active interest in the role of third sector organisations and
acting on whatever it identifies as most enabling to those organisations
wanting to engage in particular markets. Market stewardship does not
involve government intervening incessantly – rather, it requires a
judgement on the appropriate level of management.
Concerns about the Government’s capacity to effectively steward this
market were raised by ACEVO in 2010. The early Work Programme
contracts were designed to deliver a national programme for cutting
long term unemployment but, in 2010, ACEVO analysed them and
concluded that delivering such a transformational programme
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alongside a cost-cutting exercise would expose beneficiaries to serious
risks.xlix
These risks ultimately became reality. In a review of the first year of the
programme, the DWP reported that more than 300 charities and other
voluntary organisations were involved in the Work Programme – these
were experts in specialist fields whose value was identified as using
‘their roles as providers or sub-contractors to ensure harder-to-help
participants are given the best support possible.’ l However, looking at
the broader picture, of the contracts offered in the 18 ‘Contracts
Package Areas’ 90% of prime providers (tier I) were from the private
sector. One company received 25% of the programme’s value.
The 2013 Shaw Trust/ACEVO evaluation of the Work Programme found
further problems with the implementation process. At that point only
20% of all Work Programme work was delivered by the voluntary
sector, despite 47% of subcontractors (tier II/III) falling under that
banner.
Many third sector sub-contracting organisations did not receive the
volume of referrals they had expected – and there was little certainty
and consistency in the number of referrals that allowed forward
planning. The 2013 Shaw Trust/ACEVO review of the Work Programme
found that this had been a significant issue for those charities looking to
work with harder-to-reach ESA claimants. One charity which
specialised in drug and alcohol rehabilitation expected tor receive 1,000
referrals in the first year, but in reality only received 5. This may have
been a product of the DWP over-predicting the numbers of ESA
claimants who would be referred – they expected ESA claimants to
make up 30% of referrals, rather than the 8% they actually did. li
The question of profit-sharing has been raised in connection with the
programme. In 2014, the Public Accounts Committee stated:

“
Where SMEs are in the supply chain of larger firms—as is the
case with the Work Programme – they have often found that the
majority of profits stay with the major supplier and do not find their
way down to smaller firms.

PAC, Contracting Out Public Services to the Private Sector (2014)lii
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This led to charities and social enterprises having to make some
difficult decisions. 48% of charities responding to a National Council for
Voluntary Organisations (NCVO) survey said they subsidised delivery of
the Work Programme from their own reserves.liii
Cost-pressures aligned with poorly calibrated payment levels all speak
to a model that has failed to square the circle of enabling diverse
providers to deliver within a single framework.
The failure of the scheme to adequately address those individuals who
are claiming ESA is likely to be in part down to this concerning market
picture. Neglecting to enjoin the third sector in the programme sat
alongside neglecting to give them the tools to deliver. Too many of the
specialist, community-driven services that the DWP themselves recognised
were crucial to success, ultimately sat on the shelf.
After 25 months of the Work Programme, only 7% of ESA claimants
referred had entered employmentliv. The Institute for Government has
reported that the government’s approach to market stewardship is in
need of clarity.lv It needs to engage with provider organisations to
understand need, and the enablers of successful delivery; it needs to
monitor the ways in which the market is developing and adjust its
parameters accordingly. These are the basics of good market
stewardship – that ultimately ensure the provision of a more tailored
service where necessary for the hardest to help.

3.1.2.2 Tolerating ‘Creaming and Parking’
The Payment-by-Results incentive system used to drive the Work
Programme has been debated heavily. This pays providers by the
number of ‘successful outcomes’ they produce, such as the number of
referrals to their services and the number of people finding
employment through the scheme.
Given that some individuals, or groups of people will be harder to help
than others, this mechanism has served to incentivise some providers
to focus their efforts on ‘easy wins’ – those individuals who do not face
significant barriers to employment relative to the most vulnerable in
society.
‘Creaming and parking’ is a phrase closely associated with the Work
Programme. This a pejorative term used in association with providers
that may be incentivised only to ‘cream’ off the most promising clients,
and ‘park’ those who are in need of significant support.
Prime contractors are first in the chain to take decisions on who to keep
and who to refer. Given that third sector organisations have been
primarily tier II or tier III sub-contractors, they take on those
individuals bypassed by the primes, either within the contracting
structure, or when the primes fail to make an appropriate referral,
outside of the contracting structure.
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A 2013 unreleased government report, leaked to Channel 4 news,
suggested that the practice of ‘creaming and parking’ was endemic
within the Work Programmelvi The Third Sector Research Centre has
concluded that creaming and parking practices are widespread and
systematically embedded within the Work Programme.lvii
Respondents to an ACEVO and Shaw Trust survey reported that the
categorisation of claimants into 9 groups, differently priced, was not
representative of the true costs associated with supporting them lviii. The
ESA claimants which end up ‘parked’ with voluntary organisations –
whilst with a higher potential payment – require greater initial
investment, with a lower rate of success. The incentives within the
programme do not align with this reality.
Without changes to this model, there is a risk to beneficiaries. And
indeed, the call for change is almost universal. Only 5% of all providers
in the work programme, whatever their sector, were satisfied and felt
the system they were working in was fairlix.

3.1.2.3 Lack of meaningful dialogue
To create genuine, meaningful improvement in vulnerable peoples’
lives (for example those on long-term ESA) there needs to be feedback
mechanisms and a listening function in place to improve the system on
a continuous basis. Too often, this has not been the case. Indeed, the
reverse In 2013, a report by the Panel on the Independence of the
Voluntary Sector quotes a gagging clause:

“
The Supplier shall pay the utmost regard to the standing and
reputation of the Prime Contractor and the Contracting Body and shall not do
anything (by act or omission) which may…damage the reputation of the Prime
Contractor or the Contracting Body…bring the Prime Contractor or the
Contracting Body into disrepute…attract adverse publicity to the Prime
Contractor or the Contracting Body…harm the confidence of the public in the
Prime Contractor or the Contracting Body.

”

Independence Under Threat: The Voluntary Sector in 2013 lx

A recent survey by the NCVO found that nearly a third of charities
involved in the delivery of the Work Programme were not only covered
by a gagging clause, but felt that this clause had prevented them from
sharing examples of either good or bad practise.
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3.1.3 The Structural Problems with the Work Programme
There were particular issues with the way the Work Programme was
structured that prevented the DWP from realising the full benefits of
third sector partnership. We noted four issues in particular.

3.1.3.1 Parent Company Guarantee
Work Programme contracts required a significant parent company
guarantee for the delivering organisations. This provided a barrier for
smaller organisations in general and third sector organisations in
particular getting involved as, on the whole, the levels of reserves held
by charities are lower than would be expected in a private company of
comparable operational size.
The workaround was charities having to approach third parties to
provide a guarantee for them – a move which necessarily complicates
the contract.

3.1.3.2 Basic Capacity Issues
The bidding process for the Work Programme was not a
straightforward one. The stamina required for a charity or social
enterprise to participate in the process is appreciable. With larger
organisations, whether they are charities or private companies, there is
a greater scope for resources to be devoted to bid preparation. There
are examples of some organisations spending in excess of £1 million on
preparing bids for contracts.
This issue was compounded by a lack of support for providers before
the start of the procurement process. This damaged the quality of the
bids submitted.

3.1.3.3 Weighting
When assessing bids to become a contractor for government services,
different aspects of the tender must be weighted to allow a final
judgement which is as close to objective as can be realised. One of the
criticisms of the Work Programme was that this weighting put the third
sector at a distinct disadvantage. While the exact weightings are not a
matter of public record, it has been suggested from conversations with
officials that there was insufficient scope for contractors to differentiate
themselves on quality of provision, meaning that decisions were
ultimately made primarily on the basis of price.
Rethinking the weightings would be a positive step. It would be a
positive development for future such weightings to account for the
social mission of third sector organisations. This forms one of the keys
of the ‘Community First’ test we outline in the recommendations of this
report.
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3.1.3.2 Referral Numbers and the Packaging of Risk
Around 60% of charities working as providers have stated that referral
numbers have fallen below their expectations lxi. More concerningly,
around 20% claimed that they had not been fully paid for the referrals
they had received.
Both of these represent a major ‘handing-off’ of risk to minor
contractors – often charities. If a large organisation finds its resources
being under used in one area, then it can re-deploy them elsewhere.
When a charity has expanded solely to meet the demand of the Work
Programme, the failure of this work to materialise has very real
consequences. This is not simply a case of there not being enough work
– over 20% of charities have had more work than was expected. The
challenge appears to be that the work is simply not predictable. This
makes any investment to meet potential demand highly risky.
The levels of risk which sub-providers are being expected to take on has
led to many charities and voluntary organisations simply leaving the
market: the opposite situation to where we need to be.

3.2 Related Contracting Challenges
We considered a number of other public service programmes that fell
under the rubric of Open Public Services across the public services
piste. To varying degrees they reproduced the problems identified
above without articulating how real step-change and improvement
could take place.
Consider for example, the Department for Communities and Local
Government’s (DCLG’s) Troubled Families scheme (introduced to ‘turn
around’ the lives of 120,000 families identified as facing multiple
problems) alongside the DWP’s Families with Multiple Problems (FMP)
programme.
Both looked to address diverse challenges by enabling the work of local
providers. Both looked to payment by results as a preferred
mechanism. The latter was designed to move 22% of people in families
with multiple problems towards employment within three years.
Troubled Families actively focussed on the integration of services,
whereas FMP was a scheme looking to increase competition among
providers on a prime provider/subcontractor basis, akin to the Work
Programme.
Running alongside the Work Programme, FMP selected 12 prime
providers for three year contracts. The biggest contract package area
was Greater Manchester, awarded to G4S. lxii Providers were afforded
considerable flexibility when delivering services, nominally to allow
them to tailor services to local need. An evaluation report completed for
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DWP concluded that while the payment by results model had been
designed to avert ‘creaming and parking,’ the huge variation in potential
barriers to employment meant it was likely that ‘cream skimming’
would emerge in some form.lxiii
A National Audit Office report explored the consequences of pursuing
each programme – Troubled Families, and FMP - as a separate agenda,
with no integration between each of them. lxiv
FMP was funded by the European Social Fund. It looked to incentivise
providers to take a ‘whole family’ approach to reducing unemployment.
The National Audit Office report stated:

“
Without [information about results from other schemes], there is an
increased risk that the outcome payments will be set either too high or too low.
The Department took the view that it had to balance this risk against the social and
fiscal costs of not acting swiftly”
“The Department had recognised that the referral route was a major risk but did
not test it, for example, by piloting.

”

Programmes to help families with multiple challenges, NAO (2013) lxv

Lack of joined up working, inappropriate market stewardship and a
failure to test and improve were again recurrent issues in our analyses
of these programmes.
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3.3 Will the Government really learn from this?

“
Managed competition is a tool of commissioning, employed where it
serves the interests of citizens and the choices they wish to make. Different
providers will compete for the patient’s choice. But competition must take
place in a framework that ensures integration and safeguards choice, quality
and patient safety.

Sir Stephen Bubb, 2012

”

The Work Programme was hailed as a ‘boost to the Big Society.’ lxvi In
this respect, it had limited success, and its successors, for example
Transforming Rehabilitation in the Justice space, have only begun to
learn the lessons. Transforming Rehabilitation celebrated that 75% of
sub-contractors are third sector organisations. But contract difficulties,
low referral numbers and programme design continue to prevent a true
unleashing of third sector expertise.
The Third Sector Research Centre summarised the problems of the
public sector/civil society relationship as follows lxvii:








Criteria: Government often restricts competitions to
organisations with a clear track record in the area in order to
ensure they have the appropriate expertise. This can limit the
ability of new entrants to break into the market.
Lack of Shared Information: Where there is a lack of shared
information on current service levels or the costs of providing
them, incumbents are likely to have an advantage over other
bidders.
Ability to Manage Risk: Private and civil society organisations
can only take on financial risks up to the level of their balance
sheets and should only be expected to shoulder risks that they
can influence, such as cost overruns.
Transition Costs: A challenger to the incumbent provider of a
service will incur start-up or transition costs if it wins the bid.
Where these are likely to be significant, they could outweigh
other cost advantages and thereby limit competition.
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The Work Programme succeeded in reducing the amount of
government expenditure on contracted employment service
provision.lxviii But it has presented huge challenges for providers;
estimates have claimed that primes would need to exceed performance
levels just to break even.lxix
The danger is that with spending reductions across the board, CPAs will
increase in size; contracting requirements will become more onerous
and burdensome, and it will be harder to deliver meaningful
improvement to peoples’ lives as a result. The Big Society/Open Public
Services principle was clearly not enough to guarantee the minimum
standard of care that our public services demand and to put
Communities – and the beneficiary - First. We may need something with
more ‘teeth’. Providing this enforceability is the one of the subjects of
the next chapter.
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4. WE, THE PEOPLE: OUTLINING AND
ENFORCING THE STANDARDS CITIZENS
DESERVE
4.1 Relationality
A choice exists between accepting the system as it currently stands,
encouraging incremental change, or arguing the need for a fundamental
overhaul of the system.
We contend that looking at ‘commissioning’ public services in isolation
will not deliver the outcomes we need; that to deliver meaningful
improvement in citizens’ lives we have to look more widely at all the
agencies working to improve those lives. The state in this vision is an
‘enabler,’ doing the best it can to help marshall the resources at society.
Commissioning services flows from that foundation.
This is what the Big Society was supposed to be about. It will be
remembered that Big Society was supposed to be a principle of
government for the Coalition – the idea that communities could best
identify and solve their problems. And yet, at best, ultimately it was just
a slogan – well intended, but prone to usurpation in the face of austerity
and the practical requirements of government. Open Public Services did
little better.
Current commissioning practice perpetuates the state as that which is
done to people. This instrumentalism favours short term results.
Measurements of outcomes for long-term social projects are difficult to
ascertain. Relationships are transactional, rather than being community
focussed. Rewiring this architecture requires more than slogans.
In this chapter, we reflect on a new architecture of relationships and
rights that seeks to marry benefit to the citizen, public services done
with beneficiaries and long term cost savings: a ‘public services
constitution.’

4.2 Enshrining Principles in Legislation
The idea of a social contract, reverts in a recognizably modern form to
the 17th century. The idea espoused by Hobbes was that under the State
men were taken from the “state of nature” - a state of constant war –
and willingly bound themselves by covenant to revoke some rights in
return for the same being done by other men bound by the covenant.
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This was what we might think of as a ‘negative’ interpretation of a social
contract. The interpretations of this over the following centuries
however, developed the idea of a ‘positive’ social contract. They tended
to focus on “consent” as a key element of the social contract. For John
Locke only “consent of Free-men” could make them members of
government. The idea of “consent” implies a normative power to bind
oneself as in the attainment of the “age of consent”, which brings with it
the ability to make binding agreements such as contracts. This idea was
further enunciated as a principle of public service under nineteenth
century British Prime Minister Robert Peel, in his Principles of Policing.
The 7th Principle stipulates that the police should:

“
Maintain at all times a relationship with the public that
gives reality to the historic tradition that the police are the
public and that the public are the police, the police being only
members of the public who are paid to give full time attention
to duties which are incumbent on every citizen in the interests
of community welfare and existence.

Principles of Policinglxx

”

This theory put obligation at the centre of the social contract: people
entering into this contract were bound by duty.
In our own time several documents and statements of action and
principle exist across the public services landscape that have the quality
of a constitutional document, even if they were not intended to be seen
that way. There are codes and obligations, underpinned by
international laws and treaties such as the European Convention on
Human Rights (applied through the Human Rights Act) and EU law.
There are also more concrete examples of written documents that
reflect on the relationship between public service users and the state.
We call these ‘precursors.’

4.2.1 Precursors: The NHS Constitution
The NHS Constitution was published in January 2009. It sets the
principles, values, rights and responsibilities that underpin the NHS –
the rights to which patients and staff are entitled, pledges which the
NHS is committed to achieve and, ‘responsibilities, which the public,
patients and staff owe to one another to ensure that the NHS operates
fairly and effectively.’
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It does this by laying out seven key principles which underlie all NHS
action, and which were decided on following consultation with staff and
patients to find a shared set of values.

NHS Constitution: The Seven Principles of the NHS
Respect and dignity
We value each person as an individual, respect their aspirations and
commitments in life, and seek to understand their priorities, needs,
abilities and limits. We take what others have to say seriously. We
are honest about our point of view and what we can and cannot do.
Commitment to quality of care
We earn the trust placed in us by insisting on quality and striving to get
the basics right every time: safety, confidentiality, professional and
managerial integrity, accountability, dependable service and good
communication. We welcome feedback, learn from our mistakes
and build on our successes.
Compassion
We respond with humanity and kindness to each person’s
pain, distress, anxiety or need. We search for the things we can do,
however small, to give comfort and relieve suffering. We find time for
those we serve and work alongside. We do not wait to be asked,
because we care.
Improving lives
We strive to improve health and well-being and people’s experiences of
the NHS. We value excellence and professionalism wherever we find it
– in the everyday things that make people’s lives better as much as
in clinical practice, service improvements and innovation.
Working together for patients
We put patients first in everything we do, by reaching out to staff,
patients, carers, families, communities, and professionals outside the
NHS. We put the needs of patients and communities before
organisational boundaries.
Everyone counts
We use our resources for the benefit of the whole community, and
make sure nobody is excluded or left behind. We accept that some
people need more help, that difficult decisions have to be taken –
and that when we waste resources we waste others’ opportunities. We
recognise that we all have a part to play in making ourselves and our
communities healthier.

The constitution came into force in 2010, and a statutory duty to adhere
to the principles was placed on NHS bodies, primary providers and
voluntary organisations providing NHS care.
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Importantly, the NHS Commissioning Board and clinical commissioning
groups must, in the exercise of their functions, act with a view to
securing health services that are provided in a way which promotes the
NHS Constitution, and promote awareness of the NHS Constitution
among patients, staff and members of the public. One of the problems
faced by the Constitution was the lack of recourse were this to be
ignored.
The first Government report on the effect of the NHS Constitution was
published in 2012. It found that, three years on from the launch of the
Constitution, the values and principles espoused were still relevant and
adhered to, and the Constitution remained a focal point. There were
some more negative findings: awareness of the document among staff
was low and lower still among the public.
Research conducted around the same time by the Patients Association
had far less positive findingslxxi. First, they supported the conclusion
that knowledge of the Constitution was low. 76% of patients had not
heard of the NHS Constitution before they received treatment, and over
98% of respondents reported that they had been treated by the NHS
without being notified of the NHS Constitution’s existence.
This serves to underline the importance of sustained advocacy and
campaigning in order to realise the benefits which a constitution can
bring. Unless those on the front line ‘buy in’ to such a document, then its
effects will continue to be limited. Furthermore, it underlines the need
for any such document to contain a simple and accessible grievance
procedure, which allows individuals to campaign against decisions
made, using the document as the basis for the campaign. To stand
behind it we must give it teeth.

4.2.2 Precursors: Community Rights and the Localism Act
The Localism Act 2011 was designed to devolve significant powers from
central government to individuals, communities and local councils. The
Act furthermore contained community rights, including the Community
Right to Challenge and the Community Right to Bid.
Community Right to Challenge is a proviso within the Act which gives
various community groups, parish councils or local authority
employees the right to express interest in taking over the running of a
local service. This can then trigger a procurement process for said
service, which is open to any interested organisation. This is not
essential – the Act contains provisions for situations in which the local
authority may reject such a challenge.
Through this, the Government aimed to help inspire greater innovation
in the delivery of public services, in a way which would both improve
delivery and reduce costs. This right ensured that it was not merely
down the whims of a local authority whether or not voluntary and
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community organisations got an opportunity to demonstrate their
potential in these areas.
Community Right to Bid allows voluntary and community organisations
to bid to maintain a publically used building, thus ensuring that said
building does not face closure. This process is managed by bidding to
have the building – or other asset – to become an ‘asset of community
value’. Any asset on this list cannot be sold until voluntary and
community organisations have had a fair opportunity to attempt to
raise the funds to purchase the building themselves, in order to
maintain its function.
The Right to Bid could cover any asset which could be declared of
community value – this ranges from libraries and community centres to
sports fields and pubs. The aim is to give local communities the power
to determine which assets they feel are valuable to them, rather than
having to subscribe to a centrally mandated assets, which they may not
value.
The range of uses of these powers has been broad. One of the best
publicised was a campaign by residents of Nunhead, London, to re-open
their local pub as a co-operative after it had been closed down by its
leaseholders. Despite the success of their application, the Localism Act
drew criticism from some campaigners as it only gave the community
group time to prepare a bid, upon which they would again be competing
on the open market. As a result, they were not optimistic about their
chances of success in the long term.
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The Localism Act – Good and Bad Practice
Good
A 2013 report by Involve Yorkshire and Humber found ten projects
within the county which were using the powers within the Localism
Act to either save or improve assets considered to be of community
value. While it noted difficulties with implementation, it highlighted
the importance of th principles behind the act.
Since the introduction of the Community Right to Challenge, three
contracts have been awarded to community groups under it. It
represents a significant percentage of the 50 expressions of interest
made – more so, when only seven of these were deemed legitimate
challenges.
Bad
While since 2012, over 1,800 assets have been listed as assets of
community value; this has not always translated to increased
community provision of services. The Communities and Local
Government Select Committee found that only 9 assets had been
brought by community groups. At the time of the inquiry, half of
community bids for assets had been unsuccessful.
Community Right to Challenge has had moderate success when used,
but it is often passed over by community groups. It is used more as a
negotiation tactic than taken to its ultimate conclusion. The latter
may not be a bad thing; giving communities more tools in their
arsenal is part of the job of delivering a more citizen-centred public
space.

4.2.3 Precursors: The Compact
The Compact reflects another approach to social contract theory: that of
voluntary engagement. In 1996, The Deakin Commission into the Future
of the Voluntary Sector in England reported. The Commission found
that, among other things, partnership between the public and third
sector needed to be on an equal basis, and that voluntary bodies must
be free to act as advocates.
Following this report, the first national Compact was drawn up by the
Home Office and a steering group, following a postal consultation with
20,000 community groups. The Compact outlined the Government’s
undertakings, including recognising and supporting the importance of
third sector campaigning, and to work with the sector to develop a code
of good practice for departmental funding relationships. The
Government was also to consider the impact of new policies on the
sector.
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The relationship committed to in the Compact was one characterised by
mutual respect and an understanding that:

“
Voluntary and community activity is fundamental to
the development of a democratic, socially inclusive society.
Voluntary and community groups, as independent, not-forprofit organisations, bring distinctive value to society and fulfil
a role that is distinct from both the state and the market.

The Compact

”

Over the decades since its initial publication, the Compact has been
revisited on more than one occasion – explained; refined; brought up to
date; extended to local compacts. Most notably in 2010 the Compact
was refreshed following a second commission.
In 2012, an NAO report found that reception of the Compact was, in the
main, positive. However, departments didn’t have regular ways of
monitoring how well the Compact was being implemented, that there
was a lack of clarity around awareness raising of the Compact, and that
it was weakened by a lack of legislative weight behind it. Perhaps most
strikingly, there was almost no information on how well embedded the
Compact was in government’s departmental practice and plans. There
were pockets of good work, but the Compact was not central to
departmental thinking: it was an additional extra rather than the driver
behind reconfigured relationships between the Government and third
sector. Indeed over the life of its existence it has been ignored several
times. Once again, a need for ‘teeth’ in any document such as this is
apparent.
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The Compact: Moments of Good and Bad Practice
Good
Redbridge First Response Service. This is a multi-agency
scheme aimed at providing more holistic and coordinated
way on engaging with service users in Redbridge. It
represented a shift away from crisis management towards
preventative action. This programme has had significant
positive impacts on its local community, as was recognised
by its shortlisting for a Compact Award in 2013.
West Midlands Compact Panel. The West Midlands has
been recognised as one of the best areas of the country in
terms of Compact implementation. For 8 years they have
been holding meetings of individuals from the third and
public sectors, to encourage collaboration between the
two. They have succeeded in creating an open dialogue
about both the problems facing the region and the
solutions to these.
Gloucestershire Association for Voluntary and
Community Action. GAVCA have worked proactively with
the Gloucestershire Police Authority to help the third
sector in the region engage with the Police and Crime
Commissioner. This has helped bring otherwise
marginalised voices to the forefront, and ensure that their
concerns are addressed. As a result, future commissioning
by the PCC in the area will be based on Compact principles.
Bad
A 2012 survey found various failing in the implementation
of the Compact across local authorities. They found that
45% of authorities were failing to meet their obligations
on consulting around changes to funding for the third
sector.
A complaint passed to the Local Government Ombudsman
dealt with a third sector organisation which offered to take
over the management of a local library which was facing
closure. The funding provided by the local authority did
not cover the running costs of the library, and there was
insufficient time allowed to train volunteer librarians. The
LGO found in the charity’s favour, and ordered the council
to help secure a volunteer-led future for the library.

Remaking the State Research Report

55

4.3 The principles we hold dear: from Prevention to
Personalisation; Commissioning to Collaboration
4.3.1 Content of a Constitution
We considered it beyond the scope of this Commission to write a new
Public Services Constitution and present it for consideration: this would
be the work of a committee, ideally involving service uses.
However, with the idea established as a way to ‘lock in’ some of the
benefits we considered over the course of our iquiry, we turned our
attention to reflecting upon potential sources of material that could
form its foundational content.
Content: Rights and Responsibilities
- Enshrining the substance of offering citizens rights to choice,
where relevant, and voice, address and redress across our services
- Enshrining the foundational necessity of focussing on prevention,
personalisation, collaboration, innovation and reaching the hardest
to reach (participation) within our services
- Enshrining the substance of offering communities rights to bid and
challenge for our services

There were two key additional foundational elements that emerged
from our work:

4.3.2 Social Value
When the Public Services (Social Value) Act 2012 was inaugurated, it
was hailed as “an historic opportunity” by campaignerslxxii.
The act introduced the requirement for commissioners to “have regard
to economic, social and environmental well-being” in connection with
the organisations involved in public service delivery. This approach was
intended to improve procurement by linking it more closely to the
commissioning process. Its aim was to make commissioners look
beyond the service that an organisation was delivering and instead to
focus on the greater value that the organisation offered.
As such, it may appear limited, but behind it is a constitutional question:
that of remaking our services to enshrine a broader culture of social
good; a wider consideration of Social Value.
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The Social Value Act 2012: An Overview
“The Social Value Act asks commissioners to think about securing
extra benefits for their area when they are buying services. Before
they start procurement, commissioners should think about how the
services they are going to buy, or the procurement process they are
going to use to buy them, could secure the most valuable benefits for
their area.
The benefits sought should depend on what would best meet that
area’s particular needs, and could be in the form of social benefits (for
example reducing anti-social behaviour), economic benefits (for
example increasing local employment), or environmental benefits
(for example reducing local congestion).
The Act asks commissioners to consider social value. To comply with
the letter of the Act, commissioners therefore only need to show that
they have thought about these issues and have thought about
whether they should consult on them. They can show this by
documenting the internal process that took place to come to a
decision on these issues, or by evidencing that they have spoken to
their local provider market, service users, or community about them.”
Social Value Act Review 2015
As with the NHS constitution, it has been a rocky couple of years for the
Act. The Government’s own review - Lord Young’s Social Value Act
Review, published in February 2015, found failings of implementation
and consistency nationally.
In many cases ‘social value” remains hard to move from a concept into
a set of measurable propositions lxxiii. The Act contained limited guidance
on social value, which meant that commissioners needed to create their
own definitions. This led in some quarters to confusion.
A key recommendation in the Act was pre-procurement engagement
with delivery organisations. Lord Young’s Review found that this
recommendation had been largely side-lined. The point of the
recommendation was to move away from asking providers for
outcomes that were irrelevant or disproportionate to what they could
provide.lxxiv
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Findings from Lord Young’s Review


60% of commissioners thought the act had a positive effect
on the local community
 82% felt it had a positive effect on the local economy
Uneven Implementation:
 Only 11% of Local Authorities had the act embedded in their
procurement strategy
 Only 9% were actively developing a social value strategy if
they did not have one

Despite this uneven implementation, the Social Value Act has had some
successes. Where it is properly implemented, results are being seen for
communities, charities and local government.
Start in Salford is a volunteer led wellbeing centre, which receives
funding from the Salford CCG. This funding enables them to run various
schemes, all of which are overtly aimed at increasing social value.
According to their own SROI reports, the return on investment has been
around £6 to £10 for every £1 invested.
Another example is the contract between the Houses of Parliament and
Belu Water. This is a co-operative bottled water company, who give all
their profits to the charity WaterAid. Under the Social Value Act, this
was considered when the House was seeking a new provider, and Belu
won the contract on the back of their ethical strategies as well as their
charitable nature.

4.3.3 Social Impact
In order to establish whether public services are working in the public
benefit, we need a way to evaluate their impact. Government has
traditionally relied on top level targets – league tables of schools by
‘value added’ and other similar measures. It is increasingly being
recognised that these are not always appropriate, and we are seeing
them phased out in many areas.
Furthermore, these do not provide any way to assess an individual
intervention. An improvement in the performance of a service may be
down to something as simple as a changing constituency being served
over time. If we are to ensure that public service interventions are
delivering meaningful improvement, then we need a better way of
addressing these. It is not possible to compare an intervention in
education to one in health, but this is no reason not to compare two
interventions in the same arena.
There is a clear need for the development of clear metrics which assess
the impact of interventions. These abound across different areas, from
‘QALYs’ (Quality Adjusted Life Years) in health to the OECD PISA tests in
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education. What is relevant here is less the precise metric used, but
rather the emphasis on following these metrics.
The precise metric to be used depends almost entirely upon the
intervention being examined. While QALYs have their flaws, they are
already being used in the healthcare sector to assess the costeffectiveness of pharmaceuticals. These are not innovative ideas in and
of themselves – they simply are not used widely enough at this point.
There is much information on all this in the charity sector led Inspiring
Impact Programme.
By measuring impact, government can be held to account if they opt for
cheaper providers, at the expense of quality service provision. By
mandating that the social impact of a given decision in commissioning
be examined, we can ensure that public services visibly work for the
public benefit, rather than the governments finances. By assessing
whole government performance against social impact measurements,
another constitutional idea is reached.

4.4 Accountability and Formal Rights of Recourse
4.4.1 A New Power of Supercomplaint – A Strong Citizens’
Right of Complaint
Accountablity is key to all of this: as we put it earlier, giving the
document ‘teeth’ and enforceability. A failure to include such measures
will inevitably lead to a system which is at best under-used (such as the
Localism Act) and at worst often ignored (as with the NHS
Constitution).
More accountable public services would respond better to the needs of
the public. If services which do not meet the needs of their beneficiaries
can be identified and challenged, then over time we will see services as
a whole improve through citizen-initiated ‘creative destruction.’ At
current, however, there are no obvious ways to realise this within the
public sector.
Instead, other sectors may offer innovative solutions to the problems of
accountability. Of most note here is the power of ‘supercomplaint’,
which was inaugurated within the consumer sector, under the aegis of
the Office of Fair Trading.
Supercomplaints cannot be made by any party, on behalf of a group.
Instead, they rely on a small number of accredited bodies, who do not
act unless they have strong evidence of widespread wrongdoing. In the
consumer sector, these powers reside with Which?, Citizens Advice and
the National Consumers Council, alongside a limited number of industry
specific bodies. They are used only where decisions are being taken
against the best interests of the public. Past examples of the use of
supercomplaints include the exposal of PPI mis-selling and a complaint
about card surcharges in 2011.
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This draws upon the idea of a class action, whereby a wronged group
can seek damages collectively, rather than having to rely on individual
action.
In essence, it is currently impossible to do what we are discussing. If
you feel wronged by a government contractor, you have two recourses
to try and remedy the situation.
First, one could complain against the underlying framework, as was
done above. In this case, you are treating the provider as nothing more
than the tool of government, and the focus of your appeal is on the
origin of the instructions. This is a valid approach, provided the
provider is working within the parameters set by their contract.
Secondly, one could complain against the commissioning decision itself.
This would involve demonstrating that the provider who has wronged
you was the wrong organisation to take on the contract, according to
the relevant authorities commissioning guidelines. Once again, this is
directly appealing to the government or local authority, rather than the
provider of a service. It is this option which has been used by charities
to appeal against decisions not to grant them said contracts.
Neither of these options capture the problems which face most of the
recipients of public services. In particular, they are both major
undertakings for an individual, who has only one case to support their
argument. As such, it would be difficult if not impossible to demonstrate
widespread misconduct.
Supercomplaints are designed to tackle these issues. By opening up a
road for mass complaints against public service provision, they ensure
that providers are kept accountable to those who they are serving. The
current system does not allow for this suggestion that there is
widespread misconduct – instead relying on appeals against individual
decisions, which are often an inappropriate response.
We consider this idea to be of value when thinking about giving a public
services constitution teeth. An extension of supercomplaints to the
public sector has the potential to radically reform the accountability of
public services. Rather than individuals appealing against government
decisions, as is done under judicial review, a nominated body would be
able to appeal on behalf of a wronged group. Among other advantages,
this ensures that vulnerable individuals do not suffer because they lack
the resource to take up a complaint themselves.
The power of supercomplaint is one which would have to be carefully
managed for vexatious complaints. As such, it would be appropriate to
limit the power of convening the complaint to only a small number of
bodies. In the course of our inquiry we spoke to Citizens’ Advice which
already possess the power in relation to consumer rights, and have
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extensive experience thereof; they would be a positive partner to
enjoin.
To be clear, we are not creating a power by which individuals may
appeal against government decisions. Instead it work when/ if a
convenor for example Citizens’ Advice, sees that a certain public service
is not working in the best interests of the public, they may lodge
appeals against said provision. It would be for Citizens’ Advice – or
whoever the convenor happens to be – to present evidence that large
numbers of people have been misled or disadvantaged.
There are two potential routes which supercomplaints could take from
here. The convenor could lodge their complaint with the relevant
commissioning department. This serves the dual purpose of cutting out
an additional layer of bureaucracy, and ensuring departments are
directly answerable for their actions. However, it also removes a degree
of holistic oversight. In order to remedy this, complaints could be
directed via a third party. This is the current case in the consumer
market, with the Competition and Markets Authority being the relevant
party. For public services, this could rest with the Public Services
Ombudsman, consultation for which is currently underway, as a body
with oversight over delivery of all public services. On balance, this
seems the more prudent option.
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5. REMAKING THE STATE:
RECOMMENDATIONS FOR REFORM
Our recommendations focus on three major themes that have emerged
from our enquiry:
1. Pushing prevention spending to biting point through sustained crosssector advocacy: a campaign to push prevention spending to five and
then ten per cent of the total public spend in key delivery departments
2. Breaking up big, harmful public service procurement programmes: a
community first test to empower local organisations
3. Outlining and enforcing the standards citizens deserve: a public
services constitution enforced by a power of super-complaint.
We present these recommendations below. They can also be found with
additional graphics and visual representatio in the ‘Call to Action’
document that accompanies this research report.

Pushing Prevention
5.1 Five for the Future
The Government must recognise that preventative spending is by far
the most effective way of ensuring positive social change, and that a
more proactive focus of government activity is desirable.
That is why we argue that a proportion of all government spending
should be ring-fenced for the purposes of prevention. We propose that
this is initially 5% across government, especially in major delivery
departments, rising to 10% over the course of this parliament.
This will approximately double current prevention spending, and take
us beyond where we were at the start of 2010.
By doing this, the government can invest in the future and reduce their
spending further down the road.
Our target of 5% of overall government spending going on
prevention is an ambitious one. To support it we need public
campaign – which we are calling Five for the Future – which outlines the
benefits of preventative services, and overwhelmingly makes the case
in favour of our target.
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It is only through this mobilisation that we will be able to realise our
ambitions of better public services, acting in the best interests of the
population.
We propose additional, practical policies to support prevention. We join
ACEVO and the EATF in arguing that the Cabinet Office should work
with Commissioners should develop an Accounting Cycle Alternative to
the standard one year accounting cycle to promote and support
preventative provision that will produce benefits over time – and help
ensure that the quality of public services do not suffer whatever the
financial environment.
ACEVO’s recommendation was to offer three options, with Ministers
responsible for justifying, to the House of Commons, why a particular
cycle has been chosen for any given project.
a.

Conventional one year accounting cycle

b.

One Term Policy with a five year reporting framework

c.

Two Term policy with a ten year reporting framework
be adopted to assess the quality of public service
interventions, especially around prevention and early
intervention.

5.2 Breaking up the Big, Harmful, Public Service
Procurement Programmes
At present, the system is often deleterious to community groups
engaging with the process. Unacceptable levels of risk for these smaller
organisations mean that their expertise is at best under-utilised, and at
worst, totally ignored.
To help remedy this, a new Industry Standard Partnering Agreement
should be introduced by the cabinet office for Tier I and II providers
across all departments to subscribe to.
This will contain rules governing the handing down of risk in contracts,
and contractual obligation for fair funding.
To protect third sector voice, any “gagging clauses” will be expressly
prohibited from contracts.
A new system of awarding contracts to prime providers who intend to
work with a supply chain of Tier II and III providers should be
introduced. This will involve gaining satisfaction ratings from all Tier II
and III providers from previous contracts as part of the bid process.
Tier I providers who have been negatively rated by previous
subcontractors will be barred from holding a contract
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Any voluntary organisations which wish to be involved in the delivery
of the work programme should begin preparing for this at the earliest
possible juncture, taking care to treat this as a commercial opportunity
rather than a funding opportunity.
The DWP should consider ways to ensure a consistently high quality of
service delivery is achieved. This may be by requiring prime providers
to use a quality kitemark and/or supporting the ongoing development
of the standards and employment related service qualification for
individual advisors as promoted by the Institute of Employability
Professionals

5.2.1 A Community First Test
In order to realise these better commissioning chains, we need to
ensure that it is a truly level playing field when bidding. We cannot allow
major contracts, which are central to the lives of individuals, to be
solely determined by which organisations can offer the cheapest bulk
deal, or put together a bid in the shortest time.
To ensure this, the Community First test should be introduced for all
major commissioning programmes in those delivery departments
which deal with vulnerable people.
This is not about placing a minimum limit on the percentage of
contracts won by the third sector, but about creating a truly open
commissioning environment which helps meet the needs of the
recipients of these programmes on the ground.
The mechanism would be invoked if a programme is of ‘major public or
community interest’ and thus needs be commissioned with the key apps
of participation, personalisation, integration, collaboration, innovation
and prevention at their fore.
The Community First programme would commit the Government to
providing, in any procurement situation:
a.

Longer, more manageable procurement timetables

b.

Working to make more guidance available to
subcontractors

c.

Making more advice on risk management available

The Cabinet Office should work with the third sector to establish a
commission to develop the Community First test, which decides which
programmes from which departments are subject to the “major public
or community interest test” which decides which programmes from
which departments are subject to the ‘major public or community
interest test’ and so subject to these rights.
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5.3 Outlining and Enforcing the Standards Citizens’
Deserve
5.3.1

A Public Services Constitution

We need to remake the relationship between the state and the public.
This must give power back to the people, allowing them to enforce the
rights which they are due. To this end, we propose the creation of a
Public Services Constitution.
This should not just focus on mechanics of service provision, but seek to
maintain public services as a force for improvement in people lives.
The new Public Services Constitution could enshrine the foundational
necessity of items such as focussing government priorities on
prevention as the way to best prevent social ills, personalisation to
ensure services best help those who need them, collaboration between
different bodies rather than monopolies of service provision, innovation
to ensure that the best possible actions are taken and broad
participation to ensure that no individual is excluded by service
delivery. Its content should be agreed by way of a committee or
convention including service users and those working on the front line..
While this should be platformed, and supported, by politicians, it is
crucial that it is designed in so far as it possible to do so, by citizens.

5.3.2 The Power of ‘Super-complaint’
Central to the Public Services Constitution is enforceability. Without
this, the rights outlined are little more than platitudes. This
enforceability should take the form of the expansion of the powers of
super-complaint, beyond the consumer sector, and into the realm of
public services. This would act as a check on non-governmental
providers to ensure that they are delivering services in the way which
will best help the targets of their services. As with super-complaints in
the commercial sector, these should be the remit of an approved body,
such as Citizens Advice, and only used when there is clear evidence of
widespread wrongdoing.
The proposed Public Services Ombudsman could take responsibility for
the handling of these super-complaints. As a cross-departmental body,
they would have the ability to channel complaints to the relevant
departments and ensure that they are adequately handled.
Unlike Judicial Review, the intention of super-complaints is not to
challenge either the framework of commissioning or individual
commissioning decisions, but rather the treatment of individuals or
groups by a service provider. Whilst this is a role which could be carried
out by commissioning departments, the volume of cases over which
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they would have to exercise scrutiny means that an independent
process should be created.
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Appendix A: Commissioners and
Advisors
Will Hutton
Will Hutton is currently Principal of Hertford
College Oxford, a role he has held since
September 2011. As Principal he leads the
college in its academic and growth
ambitions, responsible to a governing body
of more than 40 fellows. In addition he
chairs the steering committee of Big
Innovation Centre, a public interest
company devoted to promoting open
innovation.
He has authored a number of independent reports to government. In
2010/11 he lead a review on fair pay in the public sector at the
invitation of Prime Minister David Cameron, and whose
recommendations were implemented in part in 2012. He also chaired
the Commission on Ownership, which examined to what extent and
how ownership matters, ranging from the UK’s market in corporate
ownership to the promotion of mutuality in the private and public
sector, and delivered its report in March 2012. The then business
Secretary Vince Cable endorsed its principle findings.

Rob Owen
Rob Owen joined St Giles Trust in February
2007 after a career in investment banking.
He left the City to pursue an MBA to bring
about a career change to a place where he
could make a social difference. Heading up
St Giles Trust is Rob’s first time in the
charity sector. During his time at St Giles
Trust, the charity has grown in size, won
several high-profile awards, been included
on the Sunday Times Best 100 Companies
list for a number of consecutive years and is
now helping an increasing number of ex-offenders to rehabilitate. In
2015, he was an awarded an OBE for his work in the criminal justice
field.
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Dan Corry
Dan became Chief Executive of NPC in 2011
following a varied career in public policy and
economics. He was Head of the Number 10
Policy Unit and Senior Adviser to the Prime
Minister on the Economy from 2007 to 2010.
He has been Chair of the Council of Economic
Advisers in the Treasury, and has worked as a
special adviser to the Secretary of State in the
Education Department as well as at DTI and
DCLG. Most recently, he was a Director in the
Economics segment of FTI Consulting. In
addition to working at senior levels of government, Dan ran the New
Local Government Network think tank between 2002 and 2005, which
was voted Think Tank of the Year in 2004. Dan was also Senior
Economist at the IPPR in the 1990s.

Fiona Weir
Fiona is the Chief Executive of Gingerbread,
a charity which provides support for single
parents. Fiona has extensive experience in
senior management roles in the voluntary
sector, working from 2002-2007 as Director
of Policy and Communications for Save the
Children, previously Head of Public Affairs
at Consumers Association, Director of
Campaigns at Amnesty International UK and
Senior Air Pollution and Climate Change
Campaigner at Friends of the Earth.

Steve James
After fifteen years employed by Local
Authorities Social Services departments,
Steve has been Chief Executive of Avenues
since its formation twenty two years ago
and has led it to become a significant
provider of social care to adults and young
people with complex needs particularly
those whose behaviour challenges. He is
also a non-Executive Director of an NHS
Foundation Trust and a trustee of a
number of community based charities. He
has a particular interest in how all sectors do or don’t collaborate, to
resolve the variety of issues and challenges faced by local communities.
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Michael O’Toole
Michael O’Toole is Chief Executive of
Mentor. Mentor is the leading prevention
charity that runs life skills programmes to
build resilience to risk in children and
young people, especially from alcohol and
drugs. Previously he was the first Crown
Representative for the Voluntary,
Community and Social Enterprise sector.
Working within the Cabinet Office, he
helped to open more public services to the
voluntary sector, influenced public sector
commissioning and policy, and helped voluntary sector organisations to
win and deliver multi-million pound public service contracts. In 2010
he led the establishment of 3SC, the voluntary sector’s biggest bidding
consortium. He was part of Lord Young’s Social value Act review
commission and has been a Trustee of three charities and led the
establishment of a new charitable consortium in the children’s services
early intervention sector.

Advisory Group
The advisory group assisted the Commission at various stages of the
inquiry.

Lord Glasman
Lord Glasman is a renowned academic, social thinker, and Labour peer.
He is best known as the founder of Blue Labour, a ‘small-c conservative’
group within the Labour party.

Baroness Stedman-Scott
Baroness Stedman-Scott is a Conservative member of the House of
Lords. Prior to entering the House of Lords, she was Chief Executive of
the Tomorrow’s People Trust, a charity aimed at reducing
worklessness.

Chris Wright
Chris Wright is Chief Executive of Catch22. He has spent his career
within the criminal justice and children’s social care world in a variety
of roles.

Vinay Nair
Vinay is Director of Business Development at Social and Sustainable
Capital.
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Alan Cave
Alan Cave is the Chief Executive of APM. He was formerly Delivery
Director for the Department of Work and Pensions.

Jon Davies
Jon Davies is the former Chief Executive of Wikimedia, from 2011 to
2014. He has also worked as a teacher, and as the chief executive of the
charity Families Need Fathers.

Christine Chang
Christine leads on Big Society Capital’s work in Public Service Markets.
She joined the group in the final stages of its work.

Secretariat
Simon Dixon, Researcher
Rosie Olliver, Researcher
Asheem Singh, Co-author

Thanks
The Commission would like to thank all those who have contributed to
our work and this report. All mistakes contained herein are our own.
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