Commissioning Skills
Training

Creating Effective and
Efficient Markets



Joint Planning and Commissioning
Framework

Children’s trusts will need to help to shape both the
workforce and the children’s services market, so as to
ensure the efficiency, effectiveness and long-term
sustainability of services. Children’s trusts should decide:

e |f or when in-house services should be contracted out.
e How smaller providers will be supported.

e To what extent the markets need to be strengthened in
terms of the number, size and range of providers.

e How children, young people and families can have more
choice about the services they access.
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Children’s markets — quasi market
characteristics

e High degree of continuity in the personnel, and long
term relationships.

e Market-like mechanisms, including contracting.
e A relational market.

e Professionals often purchase services on the part of both
the organisation and the client.

e The market is often inward-facing, to minimise services
failure

e Heavily regulated by central government.
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Traditional weaknesses of a quasi
market

e Potential for inappropriately strong influence of
providers.

e Service users have very limited mechanisms available to
them to influence the market.

e Service users have very limited choice of services
available.
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Children’s markets — stratified In
many ways

e Service levels

e Age

e Public, private, voluntary & community sectors

e Local, regional, national

e Barriers to entry and exit
e Number and market share of providers
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Children’s markets — service levels

Compulsory

Managing crisis Specialised & Intensive Support

Tier 4
Require very
specialised
services

/ Tier 3 \
Require specialist community
based targeted/intensive
services to meet an identified
and assessed need.
Statutory intervention — risk of

significant harm. -

Tier 2
Require support into universal services, preventative
services or assessment and referral to higher level
services. Targeted support, prevention and assessment.

Option_al Generic
prevention Tier 1 Advice
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Children’s markets — sectors

Fublic Sectar Frivate sector “oluntary &
Organisstions Comrmmunity Sector
Organisstions
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Children’s markets — market
structure and barriers

Degree of Competition

Monopolistic Perfect
Competition Competition

Monopoly Oligopoly

Education Psychology
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%- Behaviour Support Social Work Fostering
o Child Health Promotion
Family & Parenting
Services
Education Welfare Youth Services
Children’s Centres Connexions Child Care

School Improvement
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Benefits of contestability

e Ensuring that costs and performance measures are at
competitive levels.

e Stimulating service development and the potential for
Innovation.

e More sustainability through building competitive
markets.

e Choice of provider (for both the commissioner and the
end user) so that an alternative provider is available
should the quality of the existing service be
unacceptable.
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Market influencing

Commissioners should ensure that there is appropriate
provision available to meet needs and deliver effective
outcomes both now and in the future. Market influencing
activities need to increase contestability by addressing
potential barriers to entry. This includes:

e Using market dialogue to develop effective and strong
partnerships with current and potential providers.

e Market shaping activities to build capacity in the market.
e Transparent, fair procurement.

OXFCGRD
G BROOKES

UNIVERSITY
Qutcomes  \pril 2010 10



Understanding future provision

What will people want in

the future?
What resources will Who can or will
we have? provide what is
neaded in the future?
Future Provision
What other providers v How much do providers
operate in your region? value your business - how
Where do services vulnerable is the markel?
need to be located?
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Exercise - your current market
Influencing methods

Market Eg. Support tg. Capacity
influencing (training, buidding
method business

development

etc)
In-house
provider
NHS Trust

CVS providers

Private goomto LA
roviders usiness
P Development
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Market dialogue

“We believe it essential, and entirely consistent with good
procurement practice, for commissioners to develop effective and
Strong partnerships with current and potential providers. This includes
more strategic, earlier discussion with provider communities about

needa.”
Commissioning Framework for Health and Wellbeing — DH, March 2007

e Deciding what are the best routes to signal intentions to the market,
and more strategic, earlier discussion with provider communities
about need e.g. through JSNA.

e Effective management of relationships with providers.

e Developing strategic partnerships i.e. long term relationships with
other commissioners or providers via joint ventures with the
statutory or independent sector - to reduce transaction costs, share

risks or build capacity.
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Market dialogue examples
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Common, and regular, approaches to liaison with
providers e.g. forums, open book accounting. Focussing
discussion with providers around need.

Improving communications with and from providers -

develop a communications plan, publish strategies/plans.

Specifying a clear role for internal services, including
pricing, SLAs and clearer separation of duties between
commissioning and provision.

Run procurement 'open days' or 'meet the buyer' events
and appoint named officers linked to these events.

Procurement compacts e.g. with the voluntary sector.
‘How to do business with the Local Authority/PCT’ guide.
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Market shaping

“Commissioners should actively encourage a strong provider market,
based on a diverse supply community form all sectors.... encourage
entry by new participants and growth from underdeveloped sources of

supply, including social enterprises and the third sector.”
Commissioning Framework for Health and Wellbeing — DH, March 2007

e Developing a vision of what the market should look like, when more
Individuals have their own budget to pay from.

e Encouraging greater contestability in the market — to promote
diversity and choice in the market.

e Avoiding local monopolies, rewarding innovation, protecting
necessary but vulnerable suppliers.
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Market shaping examples

Approved lists and accreditation schemes of potential
providers that people can choose from.

Capacity building activities e.g. training to meet
standards, or in writing tenders or finding sources of
funding.

Shared information or intelligence about providers.

Market sounding exercises such as surveys, workshops,
focus groups, interviews or consultations.

Negotiating incentives to encourage providers to enter
new markets or to improve standards.

Developing eBay style websites to enable users to
publicise their experiences of services and particular
providers, and eventually to include online purchasing,
e.g. shop4support.
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Fair procurement

“Commissioners have a key role to play in shaping the
market through dialogue and procurement to stimulate
providers to produce innovative solutions and create an
environment where these can be sustained. This includes
transparent fair procurement.”

Commissioning Framework for Health and Wellbeing — DH, March 2007

e Developing ‘fairer’ purchasing to ensure a real or
perceived level playing field for all providers.

e Minimising the administrative burden of procurement.
e Clearly specifying and monitoring SLAs/contracts.
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Procurement examples
e Use standardised procurement processes based on best
practice:
— Best practice tendering processes.
— Fair contract terms and conditions.
— Model service specification template.
— Outcome-based purchasing.
— Framework agreements.
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