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If you were to ask a group of managers from the third, public, and private sectors to define what was 

meant by ‘third sector commissioning’, it’s likely that you would hear almost as many definitions as 

there were individuals in the group. Is it about procuring the right services for local communities? 

Is it about ensuring efficiency savings for public agencies? Is it about aligning public service 

delivery with public policy priorities? Is it about market shaping? Is it about establishing sound 

relationships between purchasers and providers and recipients? Is it about competitive tendering?

Perhaps the most important question, from our perspective, is whether commissioning 

is about third sector organisations transforming public services, or about public 

services transforming the third sector? Is it all of these things, or none?

In addition to defying a concrete definition, that one word can also provoke an interesting range 

of reactions from those who hear it – especially from those who have experienced it. This is 

perhaps true nowhere more so than in the third sector in 2009. We know it’s important. It’s a 

word that’s on everyone’s lips – from the leaders of the largest national charities and government 

departments, to the workers within the smallest community groups and local public sector 

agencies. Yet it’s a word which continues to create remarkable amounts of caution, confusion 

and concern. This is despite the creation of a number of national and local initiatives designed to 

improve the skills of those commissioning public services and those tendering to deliver them.

The picture looks set to become increasingly complex, with joint commissioning 

initiatives and the personalisation of public services becoming the order of the day. So 

how does the third sector navigate its way through this ever-shifting territory?

This report draws on a range of recent experiences of third sector commissioning in Birmingham 

– both positive and negative – in order to contribute to the third sector’s need to answer that 

very question. It isn’t about singling out individual instances, although those interviewed for the 

report based their input on a vast range of recent commissioning experiences. As such, the 

report is necessarily general and reflective in its approach. In addition, it doesn’t claim to solve 

the growing conundrum of third sector commissioning. Rather, it focuses on an analysis of the 

Birmingham experience, in order to put forward some recommendations for local and national third 

and public sector bodies, which we hope will help in some way to move the debate forward.

For BVSC’s part, we believe that perhaps the only sensible answer to the question 

“What is third sector commissioning?” is another question: “What can it be?”

At least some of those answers are clear: third sector commissioning can be fair, transparent, 

needs-led, outcomes-focused, Compact-compliant, risk-managed, collaborative, effective as 

well as efficient and – most importantly – with the needs of service users at the heart of every 

single commissioning process and relationship. The challenge now is to make all this a reality.

Brian Carr

Chief Executive

BVSC

foreword
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In recent years the relationship between the third 

sector and their statutory partners has become 

increasingly dominated by a set of more formal, 

commercial ground-rules. The third sector, as it is 

increasingly being called, is now seen by the State 

as a key partner in the delivery of social and welfare 

services and the Government has advised managers 

of statutory services to seek to commission delivery 

of some of their core activities from that third sector.  

However, doubts remain about the fitness of some 

organisations within the Sector to participate 

on a level playing field in what is becoming a 

demanding and competitive funding environment 

and there is a good deal of anecdotal evidence 

that the rules that will steer these relationships 

are often complex and not easily understood.

Birmingham Voluntary Service Council (BVSC) 

expressed its wish to undertake research to 

examine the impact of commissioning guidelines, 

policy statements and examples of good and 

bad practice on third sector organisations and 

to explore the ability of the sector to respond to 

this quickly evolving commercial environment.

BVSC identified a number of key outcomes it 

wanted to see emerging from the research:

�� An assessment of the impact of new/

revised commissioning   arrangements 

on Birmingham's third sector;

�� An analysis/projection of what the future 

impact will be on the shape and nature 

of service delivery in the sector;

�� A literature review of current national 

guidance on commissioning and an analysis 

of how relevant it is in the context of what 

has been happening in Birmingham;

�� A set of lessons and recommendations for: 

yy Birmingham's third sector; 

yy BVSC itself as a key strategic player; 

Birmingham's public sector and 

strategic partnership, BeBirmingham;

yy national bodies such as OTS/IDEA.

It was also clear that BVSC wanted the research 

to have a strong participative element that 

would reflect the key views of the sector and 

of the potential commissioning agents.

In responding to the research brief, CfCR put 

together a programme of work which would 

meet these required outputs and would be 

based around the following activities:

a. A review of literature, 
policy and guidelines
The literature review (published separately) 

which would cover the following:

�� National, regional and local policy 

and strategy documents from across 

the public purchasing spectrum;

�� National, regional and local research 

outcomes, reports on pilot projects, etc;

�� Third sector and social enterprise sector 

generated briefings, user resources and toolkits 

which address the issue of commissioning.

It was also proposed that the analysis of the 

literature review would then be organised as follows:

�� An overview of policy (for instance, 

are some parts of the public sector 

more advanced/less advanced?);

�� An overview of key research and/or pilot 

findings identified in secondary research (with a 

main focus on local/regional activity but national 

examples where these could be identified);

�� Examples of good practice.

b. Gathering views and opinions 
from the key participants
Face-to-face and focus group interviews 

would be undertaken with key representatives 

(identified by BVSC) from the statutory sector 

and from the third sector. The interviews 

would reflect a cross-section of views and 

opinions and would include individuals 

from organisations with direct experience 
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of the new commissioning environment.

In addition a dedicated focus group would 

be convened within BVSC itself to allow 

key staff to discuss and debate the key 

issues emerging from the literature review 

and the wider interviewing process.

c. Interpretation and analysis
Following on from the interviews and focus 

groups, the opinions expressed would then 

need to be examined and interpreted against 

the background of the policy, guidelines and 

literature review to see what kind of concurrence 

exists between the working understanding of 

commissioning as a reality on the ground and the 

strategic policy environment that is steering this.

d. Looking forward and recommendations
Finally, the research report would need to look 

forward and to explore how the outcomes of 

this research might influence or reflect future 

activity at a local, regional and national level.

It was envisaged that this part of the work would 

again need to involve BVSC’s senior managers 

in an interactive dialogue that would help to 

sketch out some practical recommendations 

that the organisation could take forward. 

This report reflects that programme of work which 

was undertaken over the summer of 2008 and 

which was concluded in late September of that 

year. We are conscious of the fact that the issue 

of how statutory sector organisations commission 

from potential third sector partners is a very 

fast moving area of social policy and that the 

snapshot we have captured is likely to change 

and develop quickly over subsequent weeks and 

months. However, what we are convinced about 

is that the issue raises a number of key concerns 

about the size, role and nature of the third 

sector that have wider ramifications than those 

represented by the commissioning debate alone.
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1. setting the scene
1.1 Setting the scene for the 
commissioning debate

The history of how (what we now commonly 

refer to as) the third sector has been funded – or 

its services paid for – is a complex and often 

controversial one. The sector long ago became 

accustomed to relying for its existence on an 

intricate web of financial opportunity that always 

had one common characteristic – its uncertainty. 

It has been this very uncertainty that has both 

undermined much of the sector’s confidence and 

security whilst at the same time being one of the 

key driving forces in ensuring that creativity and 

innovation stays high on the agenda. Without 

new ideas and the drive to implement those new 

ideas there was much less chance of drawing 

in new and vital funds to keep projects afloat.

However, the desire to put an end to this financial 

roller-coaster ride has dominated much of the 

thinking time of the boards and employees of third 

sector organisations. The pressure to find a way 

of ensuring that projects could look ahead without 

the annual fear of losing whatever funding support 

they had has become something of a holy grail. 

For those organisations who seek to have a 

partnership or relationship of some sort with 

statutory sector organisations, developments over 

recent years have seemed to promise a significant 

step forward. Government policy has emphasised 

the central significance of, and a growing role 

for, the third sector in social and economic 

regeneration, public service delivery, and ‘voice’, 

campaigning and strengthening civic society. 

This direction of travel has been evident in public 

policy for over a decade now, and can in large part 

be traced back to the recommendations made 

in the profoundly influential report of the Deakin 

Commission on the future of voluntary action and 

the voluntary sector1. The subsequent publication 

of the Labour Party policy document Building the 

Future Together2, establishment of the Voluntary 

Sector Compact in 19983, the publication in 2002 

of The Role of the Voluntary and Community 

Sector in Service Delivery: A Cross Cutting 

Review4 and subsequent establishment of the 

ChangeUp programme, the national ‘hubs 

of expertise’ and the Capacitybuilders fund, 

are milestones in a decade of policy aimed 

at transforming the third sector landscape.

Alongside these seismic shifts in policy direction 

there have also been some major initiatives 

around funding. For those organisations wishing 

to work with or for local and central government 

agencies the move towards Service Level 

Agreements and away from Grant Aid reflected 

a desire on the part of the statutory sector to 

‘professionalise’ the relationship with the third 

sector. A promised part of the quid pro quo for 

this move to service contracts was a commitment 

( infrequently fulfilled) from the contracting agent 

to move to three year ( or longer) contracts 

that would allow for more secure employment 

conditions and be a greater incentive for recruiting 

career professionals to the third sector.

However, as central government thinking about 

the role the third sector could and should play in 

helping to build more responsive public services and 

a more engaged civil realm has become more subtle 

and complex, so thinking about the way the public 

sector contracts with the third sector has also 

become more convoluted. Encouraging or enforcing 

statutory sector providers to ‘devolve’ delivery of 

1. Robb. C, (ed), Voluntary Action: Meeting the challenges of the 21st century, NCVO (1996). Originally published as the final report of the Commission on 
the Future of Voluntary Action, a non-governmental commission established by NCVO in 1996 and chaired by Prof. Nicholas Deakin. Since republished in 
an expanded edition (2005). www.ncvo-vol.org.uk/uploadedFiles/NCVO/Policy/voluntaryaction2005.pdf 

2. Building the Future Together – Labour's policies for partnership between Government and the Voluntary Sector (1997).

3. www.thecompact.org.uk/information/100020/100212/history_of_the_compact

4. The Role of the Voluntary and Community Sector in Service Delivery: A Cross Cutting Review, HM Treasury (2002).
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some of their services to the community level – part 

of the so-called ‘double-devolution’ agenda – has 

also meant that the public sector has had to think 

about the processes and mechanisms by which they 

will do that and still maintain control over quality 

and accountability at the heart of service delivery.

What is emerging now as the favoured vehicle 

for this process is the concept of commissioning. 

However, to better understand the nature of the 

debate and help contextualise the vast amount of 

literature that the concept of commissioning has 

generated over a very short period, it is necessary 

first to take a look at some of the key documents that 

have shaped the policy landscape within which the 

third sector now operates, many of which prefigure 

the emergence of the concept of commissioning 

and demonstrate the ideas roots and origins.

1.2 An overview of key policy 
documents that have shaped 
the wider environment of 
third sector commissioning 
and public service reform 

Because they present something of a continuum 

over the past decade – an unfolding ‘story’ 

that is helpful in understanding the key policy 

drivers currently reshaping the sector – these 

documents are considered chronologically5.

Compact on relations between 
Government and the voluntary and 
community sector in England6

Home Office (November 1998) 

Based on generally agreed principles drawn up 

following the 1996 Deakin Commission Report on 
the Future of the Voluntary Sector, the Compact 
forms the basis of much government policy in 
this area as well the Codes of Good Practice first 
published in 2000 and then again in 2005. The 

Delivering Better Services for Citizens: A review 
of local government procurement in England7

Department for Transport, Local Government and the Regions 
and the Local Government Association (June 2001) 

5. The public services company and outsourcing thinktank, the SERCO Institute (established by the SERCO Group) carries an extensive bibliography of key 
texts relating to public service delivery and the third sector on its website. The information gathered builds extensively on that core list. www.serco.com/
instituteresource/subjects/UKmkt/thirdsector/index.asp 

6. www.thecompact.org.uk/shared_asp_files/GFSR.asp?NodeID=100318 

7. www.bipsolutions.co.uk/briefings/briefings2001/byatt_report.pdf 

8. www.cal.org.uk/Procurement/odpm_response_to_byatt.pdf

9. www.hm-treasury.gov.uk/spending_review/spend_ccr/spend_ccr_voluntary/ccr_voluntary_report.cfm

10. www.hm-treasury.gov.uk/Spending_review/spend_sr02/report/spend_sr02_repindex.cfm

Towards a National Strategy for Local 
Government Procurement: The Joint 
Response of the Government and the 
Local Government Association to the Local 
Government Procurement Taskforce Report 
Delivering Better Services for Citizens8

Office of the Deputy Prime Minister (July 2002)

Compact is not at present legally binding but 

has been reinforced by a Commission for the 

Compact operating independently of government 

but sponsored by the Office of the Third Sector.

The role of the voluntary and community sector 
in service delivery: a cross-cutting review9

HM Treasury (2002)

Also known as The Byatt Report, this 

document played a key role in shaping the 

idea that the voluntary sector could play a 

key role in improving public services.

This is the joint response of the government 

and the Local Government Association to the 

Local Government Procurement Taskforce 

report Delivering better services for citizens.

A key report which largely set the agenda for 

enabling central and local government to work 

more effectively with the third sector. The longer-

term ChangeUp agenda, the national Hubs of 

expertise and the Futurebuilders fund can trace 

their genesis back directly to this report.

Opportunity and Security For All: Investing 
in an Enterprising Fairer Britain – New 
Public Spending Plan 2003-200610

HM Treasury (2002)

Chapter 30 from the 2002 Treasury Spending 

Review which announced an investment fund of 
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£125m to help the voluntary sector in their public 

service work as well as further steps to maximise 

the added value that the sector can bring.

National Procurement Strategy for 
Local Government 2003-200611

Office of the Deputy Prime Minister (October 2003)

Published in the wake of Delivering Better Services 

for Citizens (The Byatt Report) the strategy highlights 

the need for partnership and collaboration in local 

government public procurement, emphasising 

that the strategic objective of partnering is: “the 

delivery of better services to citizens through the 

creation of sustainable partnerships between 

councils and suppliers in the public, private, social 

enterprise and voluntary sectors for the delivery 

of services and the carrying out of major projects, 

including construction. The strategic objective of 

collaboration is to obtain better value by bringing 

councils and other public bodies together at 

local, regional and national levels to combine their 

buying power and create shared services (p.33).” 

It is worth noting that these earlier national 

procurement strategy components place a much 

greater emphasis on SMEs and the private 

sector than they do third sector procurement12.

11. www.rce.gov.uk/rce/aio/10209

12. This has since been followed by: The National Procurement Strategy for Local Government: Final Report Department for Communities & Local 
Government (April 2008) www.communities.gov.uk/publications/localgovernment/procurementstrategy | Small Business Friendly Concordat: Good 
Practice Guidance, ODPM (Mar 2005) www.communities.gov.uk/documents/localgovernment/pdf/135262.pdf | Taking stock: The National Procurement 
Strategy for Local Government – One Year On, ODPM (March 2005) www.communities.gov.uk/publications/localgovernment/takingstock | Evaluation of 
the Local Government Procurement Agenda: Baseline Survey – Summary and Full Report, ODPM (Aug 2005) www.communities.gov.uk/publications/
localgovernment/evaluation2 | The National Procurement Strategy for Local Government: Two Years On – consolidating progress ... becoming more 
efficient, Department for Communities & Local Government (August 2006) www.communities.gov.uk/documents/localgovernment/pdf/151501.pdf

13. www.hm-treasury.gov.uk/media/C/A/efficiency_review120704.pdf

14. www.hm-treasury.gov.uk/media/3/E/vcs_thirdsector210205.pdf

15. www.ncvo-vol.org.uk/uploadedFiles/NCVO/What_we_do/Compact_Advocacy/Funding%20code.pdf

16. www.homeoffice.gov.uk/documents/2005-strengthening-partnerships/cons-strengthening-partnerships?view=Binary

Independent Review of Public Sector Efficiency: 
Releasing resources to the front line13

Sir Peter Gershon OBE
HM Treasury/HMSO (July 2004)

Gershon’s report set voluntary sector involvement in 

public service delivery firmly in the context of improved 

efficiency and savings, calling, amongst other things, 

for the burden of PFR (policy, funding and regulation 

activities) to be “reduced on front line delivery bodies 

and the voluntary sector so they could devote more 

of their own resources to service delivery” (p.17). 

Gershon’s recommendations identified efficiency 

gains of over £20 billion in 2007-08 across 

the public sector, 60% of which were said to 

be “directly cash releasing”. The proposals 

also identified a gross reduction of over 

84,000 posts in the Civil Service and military 

personnel in administrative and support roles.

Exploring the Role of the Third 
Sector in Public Service Delivery and 
Reform: A Discussion Document14

HM Treasury (2005)

A discussion paper which seeks to clarify 

the scope and nature of the third sector 

and the value it can bring to the quality and 

effectiveness of public services. The paper 

identifies future challenges to be overcome 

including gathering better evidence and 

fostering awareness amongst policymakers.

Funding and Procurement: Compact 
Code of Good Practice15

Home Office (2005)

Replaces the earlier Funding Code agreed in 2000, 

following recommendations in HM Treasury’s 2002 

Cross-Cutting Review of the role of the voluntary 

and community sector in service delivery.

Strengthening Partnerships: Next Steps 
for Compact – the Relationship between 
Government & the Voluntary Sector16

Home Office (March 2005)

This report notes that the Compact 

has frequently been criticised for not 

working as well as it might because: 

�� It and its codes are lengthy;

�� There are high level principles but it can 

be difficult for a public sector body or 
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voluntary and community organisation 

to know whether the detail of what it 

is doing is Compact-compliant;

�� There is evidence of poor practice among 

both public sector bodies and the third 

sector, especially in the area of funding;

�� Principles, such as full cost recovery, have 

not been applied in practice by government;

�� The third sector has a weak understanding 

of its real cost base, leading to underbidding 

when seeking contracts for the delivery 

of public services and inappropriate 

interrogation of costs by funders;

�� There is no mechanism to recognise good 

practice, or highlight behaviour which 

is not compliant with the Compact.

Working with the Third Sector
Report by The Comptroller and Auditor General (HC 75)
National Audit Office (June 2005)

A report on the progress made by government 

departments in third sector funding processes 

since the 2002 HMT Review. Although some 

progress was identified, the report notes that 

more than two years after the Treasury Review 

was published, some departments “are still 

only at the stage of ‘hoping’ to take action”. 

While others had a wide range of initiatives to 

improve their capacity, “in general it was often 

unclear from departments’ responses whether 

such initiatives have been widely adopted 

across departments’ funding programmes.” 

Consequently, the National Audit Office 

concludes that the “quality and consistency 

of implementation may thus be variable” (2.7, 

p.20). Crucially, the report also notes that the 

complexity of the public service environment 

impedes and obstructs what good work may 

be being done: “Good funding practices 

adopted by central government departments are 

generally not preserved where there are complex 

chains of intermediaries, passing funding from 

central government through non-departmental 

public bodies and executive agencies, layers 

of regional and local administration to local 

third sector organisations.” (2.13, p.21.)

Working with the Voluntary Sector17

House of Commons Committee for Public Accounts (February 2006) 
HC 717 Session 2005-2006

The sector is a prominent provider in some 

areas of public services, the report states, 

but accounts for only around 0.5% of central 

government expenditure. The Home Office 

estimates that central government funding 

to voluntary and community organisations, 

excluding housing associations, in the UK 

was £2.03bn in the financial year 2001-02, the 

most recent year for which data is available. 

Additionally, funding of £1.87bn came from local 

authorities, £904m from the National Health 

Service and £274m from the European Union. 

The report concludes that where good practice 

exists it tends to be as a result of individual 

initiative rather than a well thought through or 

cohesive strategy. There is a lack of expertise, 

experience and understanding of the sector 

across government departments with the 

result that departments can fail to capitalise 

on opportunities to enhance public service 

delivery through use of the sector. The Public 

Administration Committee (PAC) also noted that:

�� Departments have been slow to move away 

from long established funding mechanisms, 

such as annual grants, even where there is 

an intention to continue to run programmes 

for the foreseeable future. This results in 

expensive annual bidding exercises, diverts 

third sector and departmental resources 

away from frontline work, creates uncertainty 

for the sector, and impacts adversely on 

its ability to retain experienced staff.

�� Delays in notifying funding awards is 

a recurrent theme, as is a reluctance 

on the part of funders to provide 

funds in advance of expenditure. 

�� Some voluntary and community organisations 

have borne a disproportionate share of 

the risk and cost of service delivery, as 

funders have been unwilling to contribute 

to sector overheads even though private 

sector suppliers would be recompensed for 

overheads when quoting a price for a service.

17. www.parliament.the-stationery-office.co.uk/pa/cm200506/cmselect/cmpubacc/717/717.pdf
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Partnership in Public Services: An Action 
Plan for Third Sector Involvement18

Cabinet Office / Office of the Third Sector (July 2006)

This report, published alongside the Pre-

Budget Report in December 2006, focuses 

on improving working relationships between 

voluntary and community organisations and 

public commissioners in the following areas: 

commissioning, learning from the third sector, 

and accountability. The measures outlined in the 

plan include a national programme to train 2,000 

public sector commissioners on involving the 

third sector in services, and £30m funding for 

community groups to take over the management 

or ownership of local authority buildings. 

The Future Role of the Third Sector in Social 
and Economic Regeneration: An interim report
HM Treasury / Cabinet Office (2006)

18. www.cabinetoffice.gov.uk/third_sector/public_services/public_service_delivery.aspx

19. www.nao.org.uk/publications/nao_reports/06-07/third_sector_options.pdf

20. http://archive.cabinetoffice.gov.uk/policy_review/documents/building_on_progress.pdf

21. www.acevo.org.uk

Taken together with the later Final Report, these are 

key documents in mapping out the broader thrust 

of government policy as regards the third sector.

The Third Sector and Public Policy – 
Options for Committee Scrutiny19

NAO (October 2006)

A briefing intended to assist the Public 

Administration Committee in considering 

options for work on the third sector. The report 

was published at the time that the sector and 

its relationship with government became part 

of the PAC’s remit, following the transfer of 

policy responsibility from the Home Office to 

the newly created Office of the Third Sector 

in the Cabinet Office in May 2006. Relations 

with the third sector are set in the wider 

context of public service ‘contestability’.

Building on Progress: Public Services20

Prime Minister’s Strategy Unit / Cabinet Office (March 2007)

The policy review which included an examination of 

long-term public service issues, announced by the 

Prime Minister in October 2006, is said to have been 

one of the most ambitious and demanding exercises 

ever conducted within Government. The review 

involved the entire government – both Cabinet and 

Ministers outside of Cabinet; and pioneered the 

use of ‘deliberative forums’, bringing together a 

representative sample of the public to discuss policy 

choices in detail. Since the review was announced, 

it has touched on virtually all areas of policy. 

The report concludes that public services should 

be “opened up”, so that the best providers – 

whether public, private or third sector – are 

used. An additional short-term aim, however, 

is explicitly stated: “Government should also 

aim to expand the role of the third sector.” 

The report was also instrumental in introducing 

or re-emphasising key concepts such as the 

“focus on the commissioning of services”, 

“contestability”, personalisation of services, the 

split between purchaser and provider, and the use 

of incentives to drive innovation and improvement 

in all appropriate areas of public services.

The Future of Commissioning: 
Leadership Challenges21

ACEVO / Futurebuilders (June 2007) 

In recent years ACEVO has positioned itself as 

primary cheerleader for the government’s agenda 

of third sector involvement in public service 

reform. This report, a joint project between 

ACEVO and Futurebuilders England, maps out: 

�� A ‘leadership framework’ for third sector 

Chief Executive Officers, detailing the skills 

and behaviour most likely to demonstrate 

success in public contract acquisition

�� A person specification for ‘strategic 

commissioners’ who are seeking to drive up 

quality through third sector involvement

�� And the key transitional changes third 

sector leaders and/or commissioners will 

have to embark on in order to position 

themselves and their organisations in 

this new commissioning environment.


