Contents

CHAPTER ONE: INTRODUCTION .......uoiiiiiiiiiiiiiiiiiciiciincircninc st ceae s s ssans s as s anssesssssnsessssnessnsssnsnes 1
GENERAL INTRODUCTION TO TOPIC ...cuiiiiiiiiiieiit ettt 1
USING THIS PUBLICATION ..ot 2
CHAPTER TWO: OPTIONS ...ttt ae e b e an s s as s s abs s abe s sab e ssaanesanessnnns 3
OVERVIEW OF THE VARIETY OF DELIVERY MODELS.....ccoccciiiiiiiiiiiiciectct e 3
OUTSOURCING ...t h e e et e e e e e e bttt e e eae e seeaeeaa 3
SPINNING OUT TO A SEPARATE INDEPENDENT ENTERPRISE ....cc.ccooiiiiiiiiiiiciicecceeee e 4
JOINT WORKING WITH OTHER PUBLIC BODIES ..o 4
WORKING WITH THE PRIVATE, VCSE OR PUBLIC SECTORS, OR A COMBINATION OF THESE .................... 5
LOCAL AUTHORITY TRADING COMPANY ...ttt 5
DIFFERING FEATURES AND CHARACTERISTICS ... .o 5
CHAPTER THREE: OUTSOURCING. ...ttt cse s est st ssessaesaaesasesss s st s sssesanesanesanesnnes 7
WHAT IS OUTSOURCING? ...ttt ettt 7
CONSIDERING THE OUTSOURCING OPTION......ccuiiiiiiiiiiiiicie et 7
KEY TSSUES ..ottt ettt 7
A COMPETITIVE APPROACH. ... 8
HANDOVER AND MANAGING THE CONTRACT ...ttt 9
COMPARING WITH OTHER OPTIONS ... e 10
CHAPTER FOUR: INSOURCING .......coooiiiiiiiiiiiitiiiitcitic ittt ae s s s s ae s saae s aas s sabe s sbs e s assesbnesans 11
WHAT IS INSOURCING? ..ottt ettt ettt ettt ettt 11
ADVANTAGES AND DISADVANTAGES OF INSOURCING ......ccooiiiiiiiiii s 11
CONSIDERATIONS ...ttt ettt ettt et eee 12
CHAPTER FIVE: SHARED SERVICES ........ooooiiiiiitectecttcttccttecncctccts sttt sseesse s s sasssanesanesanesanesaneens 13
WHAT ARE SHARED SERVICES? ... e 13
BENEFITS OF SERVICE SHARING ..ottt 13
DISADVANTAGES OF SERVICE SHARING .....ccoiiiiiiiiiiiiiiiiect st 14
VEHICLES FOR SHARED SERVICES ... e 14
ALTERNATIVE APPROACHES TO SHARING SERVICES .....ccociiiiiiiiiiiiiicicceec e 16
CONSIDERATIONS . ... e e e 17
CHAPTER SIX: PARTNERSHIPS.........uoiiiittcttcct ettt ssas s s as s aa s s b e 19
WHAT ARE PARTNERSHIPS? ..o 19
WHY DO IT? et a e st eees 19
DEFINING A PARTNERSHIP.....coiiiii ettt 20
IDENTIFYING POTENTIAL PARTNERS ..o 20
GOVERNANCE AND RISK ...ttt 21
PARTNERSHIP STRUCTURE ..ottt 21
DEVELOPMENTS IN PARTNERSHIP WORKING .....ccociiiiiiii s 22

Pagev



A PRACTICAL GUIDE TO ALTERNATIVE DELIVERY METHODS

CHAPTER SEVEN: JOINT COMMITTEES.........cooviiiiiiiiiiiitinttctncnt e csasn s ssass s s sase s sane e 25
WHAT ARE JOINT COMMITTEES? ..ottt 25
ORGANISATIONAL STRUCTURE AND POWERS ... s 25
MEMBERSHIP AND GOVERNANCE ......cooiiiiiiiiiiiie e 26
FUNCTIONS THAT CAN BE DELEGATED TO JOINT COMMITTEES ..o 27
COST RECOVERY ..o ettt ettt ettt sttt ettt 27

CHAPTER EIGHT: JOINT VENTURES ........ccoioiiiiiiictctcttcttcttecncctccsc sttt ssae s s ssasssanesanesanesanesns 29
WHAT ARE JOINT VENTURES? ... e e 29
COMMON USES ...ttt ettt ettt sttt ettt et 29
LEGAL FORMS .. e et 29
USING COMPANIES LIMITED BY SHARES AS VEHICLES FOR JOINT VENTURES ... 30
OWNERSHIP, CONTROL, RIGHTS AND RESOURCES IN A JOINT VENTURE COMPANY ......cccooeiiiiiiinee. 31
CONTRACTS AWARDED BY JOINT VENTURE COMPANIES ..o 31
USING LIMITED LIABILITY PARTNERSHIPS FOR JOINT VENTURES .......ccoiiiiiiiiiicecceceeecee 32

CHAPTER NINE: LOCAL AUTHORITY COMPANIES.........cooviiiiiiiiniiiicitcct et saesae s esanessnesanessneens 33
WHAT ARE LOCAL AUTHORITY COMPANIES? ... 33
WHY USE THIS TYPE OF VEHICLE? ...oiiiiii ettt et 33
THE FULL TRADING COMPANY OPTION .....oiiiiiiiiiiiii e 34
THE GENERAL POWER OF COMPETENCE ..ot 35

CHAPTER TEN: WORKING WITH VOLUNTARY, COMMUNITY AND SOCIAL ENTERPRISE SECTORS .............. 37
THE VESE SECTOR ... 37
DIFFERENT OWNERSHIP, PURPOSE AND GOVERNANCE MODELS .......ccooiiiiiiiiieceeceee 38
BENEFITS ASSOCIATED WITH VCSES ...ttt 39
THE COMPACT ..ttt ettt et e e 40
VCSE COMMISSIONING FRAMEWORKS . .....coiiiiiiiiiiiiiic e 41
NATIONAL AUDIT OFFICE SUCCESSFUL COMMISSIONING GUIDE ...........cccccccccouiiiiiiiiiiiiicecccece 41
THE RIGHT TO PROVIDE ..ottt ettt 42
LOCALISM AND VESES ... et e 43
PUBLIC SERVICES (SOCIAL VALUE) ACT 2012 ...ttt ettt 47
HELPING VCSES COMPETE FOR AUTHORITIES WORK ....c.oouiiiiiiiiiiciiicicteeceec e 49
BUILDING A DIFFERENT MARKET ... e e 49

CHAPTER ELEVEN: PUBLIC SERVICE MUTUAL .......oooiiiiiiiiiiiitiitticttcctnccnt st csasr e ssanesssnessasessssnesnns 51
WHAT IS A MUTUAL? L.ttt 51
PUBLIC SERVICE MUTUALS ... e e e 52
RIGHT TO PROVIDE ..ottt 52
COMMUNITY RIGHT TO CHALLENGE (ENGLAND) ..ottt 52
WHAT ARE STAFF-LED ENTERPRISES AND STAFF MUTUALS? ..ot 53
GROWTH IN PUBLIC SERVICE MUTUALS ..ottt 55
CABINET OFFICE SUPPORT FOR PUBLIC SERVICE MUTUALS ..o 56

CHAPTER TWELVE: SOCIAL IMPACT BONDS. ...ttt cssne s sanessass s ssssesssnessssessssnesans 57
WHAT ARE SOCIAL IMPACT BONDS? ..ottt 57
KEY DIFFERENCES ...ttt sttt st 57

Page vi



CONTENTS

EXAMPLE OF RELATIONSHIPS BETWEEN INVESTOR, COMMISSIONER, SERVICE PROVIDER AND

SERVICE USER ..ot ettt 58
WHY USE A SOCIAL IMPACT BOND? ...ttt 59
WHEN TO USE A SOCIAL IMPACT BOND ..ottt 60
OPPORTUNITIES AND CHALLENGES FOR COMMISSIONERS ..ot 61
A DEVELOPING MODEL ...ttt ettt sttt 62

CHAPTER THIRTEEN: OVERVIEW OF LEGAL STRUCTURES FOR ENTITIES — PART 1: CHARITIES,

COMMUNITY INTEREST COMPANIES AND MUTUALS........cooviiiiiiiiitiicitccnecnr et
TYPES AND LEGAL STRUCTURE ......coiiiiii e
CHARITY Lttt ea et eaeae e
COMMUNITY INTEREST COMPANY ..ottt
MUTUALS e

CHAPTER FOURTEEN: OVERVIEW OF LEGAL STRUCTURES FOR ENTITIES — PART 2: COMPANIES,
SOCIETIES, CHARITABLE INCORPORATED ORGANISATIONS, TRUSTS AND UNINCORPORATED

ASSOCTATIONS ... e s b e b s e b s e e b e s e bb s s bb e s e b b e e bb s e s bs e e bbssesbneeanns
UNDERLYING LEGAL STRUCTURES ..ottt
INCORPORATED ORGANISATIONS ..ottt
LIMITED COMPANY ...t ettt ea s
COMPANY LIMITED BY GUARANTEE ..o
COMPANY LIMITED BY SHARES ... e
PUBLIC LIMITED COMPANY ...ttt ettt sttt sttt
LIMITED LIABILITY PARTNERSHIP. ...t
CO-OPERATIVE AND COMMUNITY BENEFIT SOCIETIES .....ccocoiiiiiiiiiiceccececeeceeeeee
CO-OPERATIVE SOCIETY ..ttt
COMMUNITY BENEFIT SOCIETY ..ottt
CHARITABLE INCORPORATED ORGANISATION ....cooiiiiiiiiiiiiieiciiieieteceeeeeee e
UNINCORPORATED ORGANISATION ....oiiiiiie e
UNINCORPORATED ASSOCIATION ...ttt sttt st
SUMMARY OF LEGAL STRUCTURES ...

CHAPTER FIFTEEN: RESOURCES..........cooiiiiiiiictctccttccte s s saae e
OPTIONS ettt sttt a e bt ettt ettt ettt eae sttt eaeseenen
OUTSOURCING ..o
INSOURCING ...ttt ettt et
SHARED SERVICES ...ttt
PARTNERSHIPS L.ttt
JOINT COMMEITTEES ...
JOINT VENTURES .. et
LOCAL AUTHORITY COMPANIES . .....oiiiiiieee ettt
WORKING WITH VOLUNTARY, COMMUNITY AND SOCIAL ENTERPRISE SECTORS .......cccccceiiiinns
PUBLIC SERVICE MUTUALS ...ttt
SOCTAL IMPACT BONDS ...ttt
OVERVIEW OF LEGAL STRUCTURES FOR ENTITIES — PART ...
OVERVIEW OF LEGAL STRUCTURES FOR ENTITIES — PART 2....cociiiiiiiiiiiiiiiccccceces

Page vii



CHAPTER ONE
Introduction

GENERAL INTRODUCTION TO TOPIC

Alternative service delivery models of various shapes and sizes are increasingly being used
to deliver a growing number and range of public services in many locations in the UK. An
alternative delivery model can be a different way of managing the existing organisation or
collaborating and contracting with external stakeholders, or it can involve the establishment
of a completely new organisation that could be wholly or partly owned by the parent body or
a completely independent enterprise able to contract with the parent body and others.

They range from small community-based initiatives, employee-led spin-outs (large and
small) and local authority companies, to substantial multi-stakeholder partnerships involving
private and public sector organisations and long-term contracts. The variety and number of
services provided through alternative delivery models continues to grow, and includes both
back office functions and frontline services.

At their best these new models can provide greater flexibility and dynamism while
maintaining continued commitment to public service and wellbeing. This combination of
innovation in public enterprise and public/social purpose can make them effective vehicles
for improving service outcomes.

Developments in the application of alternative delivery models are recognised by government
as contributing to a wider process of change and reform of public service delivery.
Government is supporting the right for NHS and social care staff to provide services through
staff-led social enterprises. Linked to this, there are a growing number of public service
mutuals operating across a variety of service areas, characterised by high levels of employee
engagement. The localism agenda further encourages the diversification of public service
delivery.

However, practical knowledge and support for creating new models of delivery remains
patchy. To be successful, it is vital that those involved have a clear understanding of the
alternative models and vehicles and how their characteristics and features can best be
utilised in securing long-term sustainable solutions.

There are a wide range of choices and options available that have a profound effect on the
nature of the service as it develops. This guide gives clear explanations of the different types
of alternative models and vehicles, their structures and their frameworks.

The aim is to give the reader a practical understanding of both the differences and the
commonalities between different types of alternative delivery models. This will support
effective working with existing alternative delivery models as well as helping the reader
understand the options when considering establishing new delivery models.
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A PRACTICAL GUIDE TO ALTERNATIVE DELIVERY METHODS

USING THIS PUBLICATION
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This publication is a resource for people working in or with alternative delivery vehicles and

for those who may be considering or are participating in setting one up. It will be useful for

managers and officers involved in commissioning services or looking at new service delivery
models. It can be read as a whole or dipped into for information on specific areas.

One thing that will become apparent is that there is inevitably some overlap between various
models. The chapters in this publication reflect that. Shared services (Chapter 5), for example,
can be delivered through various vehicles and legal forms, including joint committees
(Chapter 7), companies (Chapters 9 and 14) and limited liability partnerships (Chapter 14).
The publication endeavours to make those linkages clear while highlighting differences
between the various vehicles available.

Chapter 2 partly addresses the variety of approaches, and provides an overview of the main
types of alternative delivery models.

Chapter 3 looks at the outsourcing option, considering key issues as well as the ingredients
for transitioning to an outsourced service.

Chapter 4 considers insourcing. This is a clear alternative, particularly where outsourcing has
proved unsatisfactory.

Chapter 5 looks at shared services and the range of models and vehicles available for
delivering a shared service.

Chapter 6 describes various types of partnership available.
Chapter 7 looks at joint committees and the functions that can be delegated to them.

Chapter 8 considers joint ventures, including those with other public bodies and those with
suppliers.

Chapter 9 looks at companies owned by local authorities. More information on limited
companies is also included in Chapter 14, which provides an overview of legal forms.

Chapter 10 considers various ways of working with the voluntary, community and social
enterprise (VCSE) sectors.

Chapter 11 describes the relatively recent development of public service mutuals. These are
employee-led organisations spun out of the public sector.

Chapter 12 is a little different in that it looks at a financing model but one that includes an
interesting outcomes-based delivery model combining commissioners, social investors and
VCSE providers.

Chapters 13 and 14 look at the various legal forms and structures available for alternative
delivery vehicles. Chapter 13 looks at charities, community interest companies and mutuals,
while Chapter 14 looks at the various underlying legal structures available for the full range of
alternative delivery vehicles, including the three types discussed in Chapter 13.

Chapter 15 provides a list of resources, set out in the same order as the relevant chapters.





