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Thank you very much for the introduction. Beformake my presentation, | want
to thank you very much for inviting me here to jgiou in this very interesting
series of seminars, looking at innovation in goaewe. My invitation arose from
discussions | had with Alessandro in Cambridgehds already mentioned | run a
programme of Community Enterprise in Cambridgecivhs particularly helping
chief executives of community enterprises to achivancial sustainability; one
of the main ways that they can achieve it is bykivay in close link with the
public sector to deliver services on behalf ofTiherefore it is this notion of
working in partnership through contracts to deligervices that were formerly
delivered by the public sector that has enabledntie achieve financial
sustainability. Alessandro and | discussed abowttw¥e are doing in England,
however there might be some share of experiencd&mowledge that we could
share with you, and equally we could learn from wwhdappening in Lombardy
to try and improve the performance of organisationsur social economy.

Through the discussions we had, | learnt more atheut ombardy model, and
| think that there is certainly a great deal we @k at and try and analyse and
improve by the understanding of what you have beéeing and what we are
doing back in England. What | thought would be riesting to talk about would
be several things linked to this whole theme obiation in governance. | want
to say a little bit about the framework that | wibulse to analyse what is
happening, what you have been doing, then | amggiirsay a little bit about my
understanding of the Lombardy model. From thaguehidentified what | would
say are some critical issues or tensions that $@am@ you have faced or are facing
through the innovations in governance that arentpkilace. Finally, | thought it
would be useful to draw on some of the experietizaswe have had, particularly
in the area of health and the role of social emigep in delivering health services
in England. So | thought | would say a little bdoait that and then link back to
the innovations in governance.



To begin with, having read the various papers tlaat described and given an
account of the changes in Italy and particularlyambardy, my understanding is
that what we are really looking at is that changehie way that governance is
managed, since we are moving from a very hieraatistructure through to one
where we are introducing aspects of the market. pfreeious speaker mentioned
the quasi-markets. That has been very prominetiteimestructuring of the health
service in England. So we are looking really ah#t $n governance away from
hierarchical structures; their advantages in teoih$ability, equality, and also
cost control have been challenged as we moved meaket-based structure,
where you can overcome some of the disadvantageiei@irchies in terms of the
rigidity and the flexibility, and, in some caseack of transparency and incentives
for people working in the systems. We can lookhat advantages of hierarchies
and try to mould those into new ways of workingnirarket-based structures; |
also think the shift into markets itself is alsovimg further along into a shift into
more network-based governance structures. Thisemsysbf shifting from
hierarchies to markets and networks is somethiagy ith very prominent in the
economic literature, and I think is also manifestéshrly in the experience of the
NHS in England post-1990.

The NHS was set up in 1948 on a very strict hidriaed structure, it was very
centrally controlled and centrally funded, and heery strict hierarchical
structures and mechanisms of accountability. Howanel990 when we had the
change in Government, a whole new system was btoogmitially very slowly
— in the first few years of the Conservative Goveent changes were very slow,
and it was not until the late 1980s that we saw itheduction of the quasi-
markets. So, looking at that just general introgungtif we then move on to
looking at the governance reforms in lItaly, frone fiterature that | have read, |
can see that the changes are much more governnfeoteled (a traditionally
very centralised structure which was very hierarah)j however, the reforms that
have been described that took place in the 19¢w®l¢his structure reforms and
the introduction of subsidiarity. As well as havitlge structural reforms, there
were the policy reforms as well, and here | thioki gan see the links. In England
it was mainly through attempts of policy reform tthvee have introduced the
notions of “devolved delivery of services”. Howeuke policy reforms that have
been described look at the separation of the paechend the provider - and again
this is something that is very critical to what paped in the NHS in England -
and the “devolved service delivery”. Now, my undansling of the Lombardy
experience really hinges on this notion of subsityisand the separation of the
provision of services from the purchasing of thesevices, and I think it is those
key aspects that are really giving us lots to tlabkut.

The notion of subsidiarity which has already beemtioned (in principle, it is
about shifting decision making back to the lowessgible level, to the level of
the citizens) has been put forward as a way of evepag those citizens, and
then give them greater say in the types of senviceg would be delivered, and
also how those services would be delivered. This pat of the thinking behind
the changes in the NHS. However, there are lotssoies that are raised when we
look at this whole mechanism of shifting resporigiband decision making away



from the centre. And it was these six critical tens that | have discussed with
Alessandro that might be relevant to the changgewernance in Lombardy.

Looking at what has taken place here, and alseatafly on the changes that
have taken place within the NHS, the tensions Ilthad identified are as follows.
The first one relates to this devolution of auttyoand responsibility away from
the centre, nearer to the people who are affegtatidse decisions, and it is often
put forward as a way of empowering local peoplejngi them greater say and
choice in the types of services they want. Howewethat empowerment there is
a question as to whose responsibility is it forigieeg and delivering services.
And | do not think it is any great secret that MidS has faced real problems in
terms of financing its services. And if you devobazvice delivery away from the
centre, you are also devolving some of that regptitg and where these critical
financial decisions go to be made. If you read soimthe accounts of the NHS
prior to 1990, the decisions that were made weallyrenade by the doctors
themselves, and it was the doctors that were dtiegrationing. Setting up a
system away or devolving responsibility away frdme tentre does not actually
bring in more money into the system: the finan@ahstraints are still there.
Therefore, where is the responsibility going todan terms of who is going to
make these critical choices as to which servicesgaing to be delivered and
which ones are not? Therefore, | think by devolveegvices away one needs to
think about whether he is just abandoning thesg didficult decisions away from
the centre and leaving it to the region to makedhgecisions (which can be very
unpopular in terms of the services that are avialéd the citizens). That is the
first critical tension that needs to be faced. Amebuld be interested to hear how
this particular tension is being managed in Lompard

The second tension that | think arises from theventent for subsidiarity is
that when you have got central control you havercbover the types of services
that are delivered, the way they are deliveretirik this was one of the critical
issues in arguing for greater autonomy of the megidVell, most regions will
have differences in terms of their ability to desggrvices and some will be more
effective at embracing subsidiarity; | believe thias been the situation in
Lombardy. However, if you look at the situation rfroa national perspective,
those regions that are able to take advantageeofi¢hrolution of autonomy are
going to be able to be more successful than tHuseare not as able. And so by
having some regions that are more successful, g@gang to challenge some of
the issues of equality throughout the country.imklthis is another tension that
needs to be faced and addressed when you are mgrgmrernance reform. If
you look at the English experience, there are dffees and there are variations
in services: what we have is what is referred t@dpost-code lottery” in that
there some areas that are much more effectivesigrdeg and delivering health
services and there are some that are less effedtiie not just about the
efficiency of service delivery, it is also abouethasis of need, in that some areas
have much greater need and therefore will haveeatgr impact on the budgets.
But, if you devolve responsibility away from thente, then these are some of the
issues that need to be faced.



The third critical issue that comes to mind fronokimg at the experience in
Lombardy is that in decentralising service delivawyay from the centre, | have
already mentioned the variation in need, and ifgheciple is to try and design
services so that they meet customer needs, thewe tkethe possibility of
increasing frequentation of service delivery and tippes of services that are
demanded If the aim is to make services as respo@asi possible to client needs,
then there is the danger of fragmentation, in @i need to try and be as
responsive to as many different types of needs.,Nloi& increases the transaction
cost in designing services that are responsiveotoetimes small groups, who
have a legitimate claim on the public purse.

The fourth tension that | think might arise fromabsing the governance
reforms is how can you both stimulate innovatiord aonform to what are
centrally determined targets? One of the great dsefar the marginalisation of
the NHS was that by loosening the purse stringsdavelving power to primary
care trusts, one would stimulate innovation at kel of service delivery.
However, it is all very well giving authority, ohe capacity to innovate, to local
service deliveries, but they still have to accomatedo centralistic targets. Just
recently in the media in England we have had gdestussions about how can
you innovate when you have still got to meet cdiytrdetermined targets. |
believe that this is one of the challenges thatinaes to face the NHS, in that we
need innovation, but we also need to conform tdraktargets not just in terms of
governance, but also in terms of clinical targets.

The next and fifth issue | think it is interestitglook at is that of efficiency
and what we would expect in terms of service dejiveVhat appears to be the
case is that there is just an [...] rise in the typEslemands that are made for
services. Particularly within the NHS, there seémbe an unlimited demand for
different services. But there is a budget restraatservices have to be delivered
in line with budgetary constraints and this hasmpact on the types of services
that can be delivered. As a consequence thereissctimstant tension between
trying to meet the needs of users, but doing thet the economic constraints that
| have said by centrally determined budgets.

The final issue is how we actually evaluate perfamoe. When we have a
system of centrally determined targets that nedabtmet, the tendency is just to
operate to meet those targets. The majority ofg¢hasgets are set in terms of
outputs, whereas particularly in health, whererggeis also in the outcomes, the
concentration on outputs has led to serious andeps¥ incentives as to how to
manage the delivery of health care which meets ututargets, but does not
necessarily meet some of the longer-term outcomésch — as | am sure
everyone is familiar with - is one of the most it measures.

Those are some of the critical issues | think aevant to the changes in
governance that have taken place in Lombardy. Rer gecond part of my
presentation here today, | thought you might beredted to hear about some of
the changes within the NHS and how, in order t&leasome of the issues that are
raised by governance reform, the government is ingrikery strenuously to try
and include more social enterprises in the deliwdrigealth care services. | have



already mentioned just very briefly about the NHS8orms and about health
devolved service delivery initially led to the ioatluction of quasi-markets.
Through that it led to greater interest in workimgpartnership with different
service deliveries (because our service deliverg wlaanged from being very
centrally controlled), and to the introduction céw agencies involved in the
delivery of health care. Those had to work togethesrder to ensure that health
care was delivered. Now, it is just in the lasefio six years that there has been
an increasing interest in social enterprises inl&mwy However six years ago, the
government set up a social enterprise unit to tmy encourage the creation of
social enterprises, not just for health care, butaf whole range of other services
that might be delivered by them. One of the grefficdlties with working with
organisations in the non-profit sector is the ddfe definitions that are used to
describe the types of organisations. | believe thisomething you will be very
familiar with. Therefore, the first challenge wasactually establish a definition
that everyone would agree to work by. When refgrtim social enterprises | am
particularly talking about organisations that aim d@chieve social outcomes
through a financial sustainable business modely Hlawe a more commercial end
than the non-profit sector. Because they have kobjgctives as their primary
focus, | think this makes particularly appropridte involvement in delivery
services like health care. They tackled the isdueffaciency and effectiveness,
because they aim to achieve social outcomes, bey tho this through a
financially sustainable business model. Therefdtenk they do begin to address
some of the issues that | have mentioned aboutiexifty and service. Because
they work very closely with the communities thepnesent, most of them have
stakeholder-based governance structures where ¢bagult with their local
stakeholders in setting their objectives, and a¢pwrt back to them. They have
accountability mechanisms where they can repork badheir clients and their
stakeholders. They overcome some of the informdtioh that you tend to get
when you have a small customer dealing with a langgnisation. The close
relationship that they have also enable them t@ld@vservices that more closely
match the needs of the clients. | previously memtbabout trying to meet and
understand what the consumer wants, well, soctargrses, thanks to that close
link can tailor their services to match the neefithe local users. Because they
work closer to their accountability structures,stluften leads to greater trust-
based relationships, having the added benefithefcteation of social capital
through the establishment of social enterpriseswé¥er it is not just about
establishing them, it is about managing and runnirem, and about reporting
back to customers and different stakeholders.

Their accountability is embedded in their govermastructures, and a vast
majority of them have several ways of working witheir clients through
meetings, community meetings, community newsletiasultation forums, but
also through the structures of their trustees. [€kel of community participation
and community representation depends on the ingiVisocial enterprise, but the
cases | am going to mention have a majority of core® membership to ensure
that the consumers’ interests always are givent grtantion than those of the
professionals that sit on the board. Their goveraastructures, again, give them



greater legitimacy in terms of representing wha tonsumers want. The vast
majority are very small organisations: just lookiagthe statistics, the majority
have a turnover of about 50,000 pounds. This smsdlrdoes make it hard for
them to achieve financial sustainability, but itedogive them flexibility and
adapting services for their clients and customéust to reiterate the earlier
comments | said, about building social capital Anking it back to the rationale
for subsidiarity in terms of empowerment by invalyi local people in
establishing social enterprises, deciding the tygfeservices they want and then
delivering those services is a root to empowermgnot. those are some of the
features of social enterprises that | think linkclbdao the issues in terms of
governance and also to the principles of subsigtiatihat are particularly
illustrated in the Lombardy experience.

| thought | would finish just by giving you very @it examples of three social
enterprises in England that have been set up teeddhealth and social care
services. Now, there is a catalogue of social png&s which you can access; |
have just picked three that | think illustrate sowfethe points | have been
making. The first one is an organisation called [Hdmecare Associates. This
particular social enterprise was set up in 1994 wemen’s cooperative to deliver
home care and domiciliary services to local peaplde North of England, so it
really pre-dates a lot of the interest in socialegrrises in England and was
initially set up under a cooperative model. By 2006ad been so successful in
terms of delivering health services and home cawices that it had 200
employees and now has a turnover of nearly 2,000p@unds. And it has 500
clients on its database: it is managed by a boa@ds, and all the employees
own shares in the company. Because of its sucdes&fdel of having a very
democratic structure, there are many other orghorsawhich wanted to learn
from [...] Homecare Associates; therefore they sea gibsidiary organisation to
share their expertise across the North of EnglaNdw, the subsidiary
organisation has almost overtaken [...]Homecare Aasex in terms of its
turnover, and its democratic model is now beingpéeid in three of the regions in
the North of England. That is an example of an oiggion that has now shifted
from being a cooperative to a company owned by eyga-owned shares. But it
is successfully delivering health and social cawises throughout the North of
England, and doing this in a financial sustainatlenner and because of its
democratic governance structures, it is very ciobeked to the communities that
it serves. My second example, the [...] Health Orgatnon, comes from the
South of England. This particular organisation wasup as a direct result of the
NHS reforms, in that it was actually set up to pdevservices to the primary care
trust, in particular nursing and therapy servidesvas only set up in 2006, but
because it was spun out from a primary care trusifready has 650 employees
and a turnover of more 20,000,000 pounds. Agaiha#t adopted a not-for-profit
structure where all the shares in the organisatrerowned by its employees. The
final example is an even bigger social enterpiase, that is [...]. This again was
just set up in 2006 but has come up from the garera reforms within the NHS
and was established with a 3-years contract tov@leltommunity nursing and
rehabilitation services to the value of 110,000,06Qnds. Again, its structure is a



company limited by guarantee, and this is the oheres the members of the
community on the board outnumber the professiommséng the community the
opportunity to make the deciding vote in terms e types of services that are
delivered. | think this illustrates some of thergesil was making earlier on about
ensuring that the citizens’ voice is heard in deacis about service delivery.

Just to finish, | hope that | have shared with yoy understanding of the
structural governance reforms in England. Relatethé reforms that took place
within the NHS, | have identified some of the tems that | see as arising through
those governance reforms. | would just like to #ast | think you are tackling
some of the issues that are raised by governafmenmeWe have the same issues
and we do not have only answers, we are facingettessions as well. Therefore,
| think that if we can share through the knowle@dpout how you are handling
those tensions and share some of the knowledgeawe diot, eventually we will
find a path where we might find some of the answEnsink you.

Answering to questions:

Thank you. There is certainly a lot to think abiwuthe responses from the floor. |
will take just a few of the points made. First 4f awould like to respond to the
question from the chair about the attention betwaéputs and outcomes. | think
this is something that has to be faced when yow lga¢ change at the level that
we have been discussing this morning. In fact ttheéitional way of drawing up
the relationship between the provider and the casioner has been through a
contract, and those contracts are generally exgadassterms of outputs, whereas
| think everybody in this room would agree that asfethe great benefits of
having a thriving civil society is from the outcosnthat are generated from the
associations that are part of such an active godupird sector organisations. |
think it is then incumbent on third sector orgati@a to address this issue of
how we measure outcomes. There is certainly a glestof academic work that
is trying to look at ways of capturing the uninientl, longer-term outcomes
from third sector organisations. | think it is sdheg that the sector has to
accept, something that it must do if it is goinguse that as a leverage, a
bargaining factor when it is trying to compete fontracts. On the other hand, |
think it is also incumbent on the commissioning amgations to ensure that
outcomes are included in the factors that they idensvhen giving a contract.
The chair earlier on said that they have to male decision on the most
competitive bid. What we have in England is theiorobf best value (I am not
sure if you have this notion here in Italy). Thasbvalue allows a commissioning
authority or organisation to consider a range eotdes other than the economic
value. | think that if you could bring together ttierd sector organisations, that
can measure their outcomes together, with the acimig authorities and have a
dialogue, then they can work together to estabtishtracts and invitations to
tender that actually meets the requirements of patties.



| also believe it is worth referring to some of thwerk within the NHS. |
mentioned about the social enterprise unit beingigeby the government about
six years ago. Well, in 2005 the NHS set up its @wenial enterprise unit to try
and encourage more third sector organisations toectorward and bid for
contracts; in fact the contracts were availablethay were not getting sufficient
competitive bids. And that is not surprising, besgaihird sector organisations
were not ready. This was a game they did not krnoavrules of, that they had
never played before, therefore they needed to hdearning process whereby the
NHS could say what is needed in the contracts, whtite best it is going to get
in that. The third sector organisations neededaweha way of learning, so by
setting up that unit they put in place a structirdry to bring the two parties
together. So | think the economic answer is thad & contracting problem, the
answer we can give is that it is a problem thatlmasolved by working together.
Hopefully that responded to your question.

Another question from the floor about innovatiolmwhcan social enterprises
innovate? Well, the title of my presentation waswthinnovations in governance,
and | really think this is one of the key featutieat social enterprises bring. The
innovation is not from the perspective | was tadkiabout, the innovations in
governance structures, in being more community dhasaed in having much
better relationships with the communities and tageholders they serve. But that
is not to say that they are not able to innovatpractice as well, and | think if
you just look at some of the innovations in thefioe sector, particularly in terms
of creating vehicles for bringing access to finahservices to those that normally
fall outside mainstream institutions, there hasnbea enormous amount of
innovation in credit unions and community developim&nance. There is also
examples of innovation in housing, and | am awai tccess to housing for
people on low incomes has the same difficultieshia region as you do in the
U.K. (in that increasing numbers of people have aad¢tope of actually owning
housing). If we can set aside any discussion atbether it is a good or a bad
thing, in fact there is a lot of people with nofgént income who would like to
own a house. As a result, we have major innovaiionsrms of creating access to
housing through housing associations. That has gemg on for some time, but
it is true [...] ownership schemes, a whole rangeabfemes for access [...] trust
access schemes that are trying to open up rooenable people to acquire
housing stock, or at least to share in a housiogkst...] by giving them access
to those property rights, and help them on thisdréa developments and
essentially housing ownership, but then the ben#iiat then spring from owning
an asset of that sort.

But | have got a couple of other points | wouldelito respond to from the
audience. The first question was about the IPO2ggion. And | took from your
question: How do you get people to become morelwed) more engaged when
they are perhaps not interested or they have reavwes it before? Institutionalised
representation works for those people that are gfartstitutions but what about
those who fall out with that? Now, | think it isagsuring — | am just thinking of
the English context again — that the issue of yquegple not being engaged, not
participating has been recognized centrally anthlsare you would agree with



that. And so, some steps that have been made tanttyengage people: if we
think about the voting system, they have not reladlgn very successful, probably
because that was trying to get them engaged indiomstitutionalized projects.
However, what is more interesting is about getpegple involved in things like
third sector organisations: how do you get therargdted in volunteering? | have
never have engaged in that sort of activity befordink it is helpful to know
these problems have been recognized and there @resnto try and bring an
increased awareness of the third sector onto thendary school curricula. |
think Professor Zamagni would also be reassureithibyguestion as well, because
your commentary earlier on was: why do we teachplgeabout public/private
sector dichotomy despite to the fact that it iystesm with also the third sector? If
we just look at some of the figures from the theettor in the U.K. there is a
massive amount of activity and of benefits fromihgwan active third sector. The
social enterprise unit within the department now baen working closely with
the department for education to try and get thiliigs third sector organisations
and civil society volunteering onto the curriculu®o if young people do not
know about these things at home, they are justgbeant of the society they are
mixing, they will actually learn about it withinehschools. | think it also links to
what you were saying about human capital. You hget¢ to give the
gualifications, but you have also got to give mdnan that. There is some
reassurance that these things have been tackldderkm it was mentioned that
things happen at the centre in England, and & tappening at the centre, there is
some encouragement that it will happen further afayn the centre, in the
regions.

But just to finish off, | would also like to go bato some of the suggestions as
to what is needed to help grow this third sectooféssor Zamagni mentioned that
you need much greater autonomy for third sectoamiggtions, but how do you
give them that autonomy? If you are helping soerdkerprises to grow by giving
them contracts, [...] outputs like you specify in ghocontracts. Or one of the
suggestions was to create a capital market forakamterprises. What has
happening in England is that there are numberr@nitial institutions that have
been created to try and ease the flow of financipital to third sector
organisations. We have had a charity bank for gsitee time, and they were
always willing to give loans to third sector orgsations. The problem was that
there was not sufficient deal flow: the third seatoganisations were not able to
put together loan applications that would satisify triteria for the charity bank,
so they then had to put in place an advisory systeensure the preparedness of
the third sector organisations to actually takela@sns. But we have also got
things like the capital fund, which is a governmtmtded scheme for third sector
organisations to bid for capital to help them estaland grow their enterprises.
| think there are some lessons that we can shate yeu in terms of what we
have done, but I think there is still a great deabe done, particularly in this
whole area, trying to place the value that thirdt@e organisations bring into
society. However | think that the fact that we allemeeting today shows that we
are all aware of this, and we all need to work tiogeto try and ensure that we



can create measurable systems, the burden of whiubt greater than the benefit
they will bring.



