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Abstract 

Social enterprises are increasingly becoming involved in the 

commissioning of health services as the NHS in Scotland seeks more efficient 

and effective ways to care for an ageing population in a period of austerity. This 

development is of particular importance in rural areas where health services are 

being disproportionately affected due to funding cuts and health outcomes are 

suffering as a result. 

A geographic area of interest in terms of the inclusion of social enterprise 

in health strategies is Shetland. As a remote island group, different solutions to 

the provision of health services are required due to often inaccessible, ill-

equipped and expensive statutory services. A history of available funding and 

ample volunteers has created a strong third sector that is able and willing to 

provide health services and which is increasingly adopting trading practices to 

ensure sustainability as non-traded income becomes scarcer. 

This research investigated the role currently played by social enterprises 

in the co-governance and co-management of health services in Shetland, what 

factors influence that involvement and how successful the commissioning 

process is seen to be. The findings shed light on the current role that social 

enterprises play in designing, delivering and managing health services in 

Shetland with implications for other rural and remote communities in Scotland. 
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Introduction 

In recent years the National Health Service (NHS) in Scotland has 

experienced the increasing burden of caring for an ageing population, an 

economic recession and cuts in public spending, leading to an increasing 

interest in delivering health services in more efficient and effective ways 

(Scottish Government, 2011). 

The intention of this research was to investigate the current nature of the 

commissioning process in Shetland in regard to the co-governance and co-

management of health services between the public sector and social 

enterprises. The research considered whether the relationship could be a 

solution to both the sustainable funding of social enterprises, and the provision 

of adequate health services in Shetland. 
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Background 

Third Sector Organisations and Public Sector Partnerships 

For decades, third sector organisations1 (TSOs) filled the gap between 

public and private sector provision of health and social services, but the 

increasing size of this gap has placed extra responsibility in the hands of the 

third sector without being matched by increased funding (Dickinson et al., 

2012). This has led some TSOs to curb their activities or be stretched beyond 

capacity, disproportionately impacting upon the groups which are often the 

focus of TSOs, namely: vulnerable, stigmatised or ‘hard to reach’ groups; and 

rural and remote communities, which could be at risk of not being catered for at 

all (Gibbins, 2009). Other organisations have attempted to supplement their 

non-traded income with traded-income, in an attempt to match extra 

responsibilities with additional funding (Hill, 2012). Such organisations have 

diversified into selling goods and services to help fund (and sometimes 

simultaneously enhance) their work, and contracting with the public sector. In 

England, organisations are increasingly becoming involved in delivery of health 

and social care, representing a potential solution to both continued delivery of 

                                                 
1 ‘Third Sector’ is a vague and contested term. While the Scottish Government retains the use of 
the term, the UK Government now increasingly refers instead to ‘civil society’ and includes 
within it ‘voluntary and community organisations, charities, mutual and social enterprises’ 
(Dickinson et al., 2012). For the purposes of this research, ‘TSOs’ will be used to incorporate 
these organisations. 



5 

 

those services and future funding of TSOs (Millar et al., 2013). This has 

coincided with an increasing trend within the Scottish policy environment 

towards partnership working within health and care service delivery (Munoz, 

2013). Such services include provision of home care, cleaning and 

maintenance, and catering, but could potentially include any element of 

‘preventative’ or ‘social’ care (Munoz, 2011: 44). 

The term commonly used for the process of involving the third sector in 

design and delivery of public services is ‘co-production’, although this 

ambiguous term has confusingly also been used to describe direct citizen 

involvement in the process (Brandsen and Pestoff, 2006). Debates surrounding 

the term are outside the scope of this research. For the purposes of this paper, 

‘co-production’ will be used to refer to the latter process - ‘an arrangement 

where citizens produce their own services at least in part’ (Brandsen and 

Pestoff, 2006: 497). Co-production, ‘co-governance’ (‘an arrangement in which 

the third sector participates in the planning and delivery of public services’) and 

‘co-management’ (‘an arrangement in which the third sector produces services 

in collaboration with the state’), represent ways in which citizens and the third 

sector cooperate and collaborate with the public sector (Brandsen and Pestoff, 

2006: 497). This paper explores the latter two elements, considering the ways in 

which TSOs interact with the public sector to design and deliver health services. 
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Despite having provided services to people and communities for 

centuries, the formal integration of TSOs into ‘provision of public services’ is a 

relatively new development in the UK, having been introduced in the 1990s. 

Evidence of its impact is relatively scarce (Osborne and McLaughlin, 2004).  

‘Public services’ can consist of the delivery of any form of public sector 

provision, but, in regard to TSOs, focuses predominantly on delivery of social 

care services and management of health promotion initiatives (Brandsen and 

Pestoff, 2006). As the language of collaboration between public and third 

sectors moves towards ‘commissioning’, the relationship itself relies ever more 

heavily on the delivery of outcomes, and increasingly resembles a contracting 

relationship, with services being ‘privatised’ and organisations ‘selling’ services 

to the public sector (Rees, 2014). Due to this, entities which may have 

previously considered themselves community, voluntary or charitable 

organisations, receiving non-traded grant income, are sometimes considered 

‘social enterprises’ - a subset of the third sector, differentiated from other 

organisations by incorporating a ‘trading element’. 

Social enterprises are defined by the UK Department of Business, 

Innovation and Skills as: “a business with primarily social objectives whose 

surpluses are principally reinvested for that purpose in the business or in the 

community, rather than being driven by the need to maximise profit for 
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shareholders and owners" (Department of Business, Innovation and Skills, 

2011: 2). Despite this, there is considerable divergence in views on what can be 

considered a social enterprise and the definitional issue remains contentious 

(Teasdale, 2012). In Scotland, the prevailing definition requires that all profits 

are reinvested into social goals with none being returned to shareholders 

(Senscot, 2010). 

Social Enterprise and Rural Health 

Rural social enterprise development is seen to be facilitated through a 

variety of means, including: a culture of self-help, the likelihood of people 

knowing each other and their particular needs, willingness to help address 

those needs, and the tendency for rural social enterprises to stay small and 

flexible (Steinerowski and Steinerowska-Streb, 2012). A number of papers have 

been written on possible applications of social enterprises to improve health in 

Scotland, focusing on theoretical potential (Roy et al., 2014), policy implications 

(Donaldson et al., 2011; Roy et al., 2013) and a limited number of case studies 

(Boswell et al., 2009; Farmer et al., 2012a; McDermid et al., 2008; Westwater, 

2009). It is claimed that social enterprises, like other third sector organisations, 

are able to interact with service users in a different manner to the public or 

private sector (Billis and Glennerster, 1998) due to the structure and culture of 
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the organisation, and the ‘policy context created by central and local 

government’ (Dickinson et al., 2012; Osborne et al., 2008). 

Studies on rural health tend to focus on the role of social enterprise in 

service delivery (Eversole et al., 2014; Farmer and Bradley, 2012) due in part to 

‘inefficient and sporadic’ (Boswell et al., 2009: 4) health service provision in 

rural areas. Social enterprises have assumed control over statutory services in 

a number of cases and are seen to benefit communities simply through their 

presence within them (Steinerowski and Steinerowska-Streb, 2012). 

Studies suggest that increased community participation in designing and 

delivering local health services has a positive effect on health outcomes 

(Farmer and Nimegeer, 2014). This is especially visible in rural areas which 

may require context-specific services reflecting the particular health needs of 

the community (Farmer et al., 2012b).  

However, caution has been advised when advocating delivery of health 

services outside the public sector, due to the detrimental effect it could have on 

communities and service provision (Backman and Smith, 2000). It is claimed 

that increasing responsibility for solving complex health issues is being placed 

in the hands of individuals and communities (who may not have the means to 

solve them) for reasons of political ideology rather than effective or efficient 

provision (Friedli, 2013). This shift could jeopardise the distinctiveness of the 
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sector, turning innovative organisations into simply vehicles for service delivery, 

and without the oversight of the local authority (Osborne et al., 2008). 

The Shetland Context 

Shetland comprises fifteen inhabited islands, varying in size and 

population and linked by bridges and car ferries. The population is estimated at 

22,500 with around one third living in the main town, Lerwick. At 1.3%, 

unemployment is substantially lower than the Scottish average with the public 

sector accounting for 32% of all employment in the isles, 11 percentage points 

higher than the national average (National Statistics, 2015; Shetland Islands 

Council, 2012). 

Shetland suffers from many of the same health issues as other rural 

areas, with income and health inequalities (Smith et al., 2008) and a shrinking 

health sector (Gibbins, 2009; Hill, 2012; Shetland Islands Council, 2012). 

Although this does not necessarily lead to poorer health, it can have detrimental 

effects on emergency care (Panelli et al., 2006) and community sustainability 

(Farmer et al., 2012c). 

The third sector in Shetland has been maintained at a large scale for 

decades, boasting more voluntary organisations and more volunteers per head 

of population than anywhere else in Scotland (Woolvin, 2012). This can be 

attributed predominantly to the availability of funding from the Shetland 
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Charitable Trust (SCT), a fund established to distribute payments from the oil 

industry for the benefit of islanders (Anderson Solutions, 2011). In recent years, 

funding from both Shetland Islands Council (SIC) and SCT has been cut, 

affecting some organisations’ abilities to deliver services and forcing some to 

downsize or close. Others have explored the possibility of generating revenue 

through selling products or services, or delivering commissioned services for 

the local authority or NHS Shetland, potentially increasing the size of the social 

enterprise sector in Shetland (Anderson Solutions, 2011). From 2014-2015, the 

integrated Health and Social Care Partnership between NHS Shetland and the 

Shetland Islands Council commissioned £2.7m worth of services from the third 

sector in Shetland, representing almost 6% of its total expenditure over that 

period (NHS Shetland, 2014). 

Methodology 

The approach taken to investigate the role of social enterprise in the co-

governance and co-management of health services in Shetland aimed to gather 

the views and opinions of a range of different stakeholders. A total of 11 semi-

structured qualitative interviews were conducted with community stakeholders 

and individuals involved in leading, working and volunteering in social 

enterprises in Shetland. The research was conducted between August 2014 



11 

 

and February 2015 as part of a wider study investigating the extent to which 

social enterprise can be considered a public health ‘intervention’2. 

Interviews with Community Stakeholders 

Key local stakeholders were selected according to their seniority in the 

fields of public health, the voluntary sector and economic development. 

Interview topic guides covered: the size and capabilities of the social enterprise 

sector, factors enabling and constraining its development, and the nature of 

interactions between social enterprises and the public sector. 

Social Enterprise Case Studies 

Following consultation with community stakeholders, two organisations 

were selected as case studies due to their potential as 'data-rich' respondents. 

Interviews with leaders, staff and service users were sought, in an attempt to 

triangulate responses and to compare and contrast the thoughts of each group. 

Following initial verbal consent to take part, one of the organisations 

subsequently withheld consent to act as a gatekeeper for the interviewing of 

                                                 
2
 The research formed part of the CommonHealth Project (‘Developing methods for evidencing 

social enterprise as a public health intervention’), based at Glasgow Caledonian University. The 
research was also used as part of the author’s final dissertation for an MSc in Sustainable Rural 
Development at the University of the Highlands and Islands, entitled The role of social 
enterprise in improving health in Shetland. 
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service users, although interviews with the leader and support worker were 

permitted. 

Interview topic guides were designed with reference to the literature as 

well as the results of the stakeholder interviews. Topics covered included: the 

aims, activities and perceived outcomes of the social enterprise, the social 

enterprise environment in Shetland, and specific questions regarding health 

improvement. Interviews with leaders and staff were conducted one-on-one on 

the site of the social enterprises. 

Interviews with service users, all of whom were considered ‘vulnerable 

adults’, were arranged through a gatekeeper, in accordance with ethical 

procedures. All interviews with service users were conducted on the social 

enterprise site. 

Data Analysis 

Interviews were transcribed by the author. Data was coded according to 

broad themes found in the literature, while allowing for new themes to emerge, 

and managed using QSR NVivo 10 coding software. 
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Findings 

Respondents 

Results were compiled from interviews with respondents listed in (Table 

1). 

Table 1- Respondents 

Type of respondent Number of respondents 

Community Stakeholder 3 

Social Enterprise Leader 3 

Social Enterprise Support Worker 2 

Social Enterprise Service User 3 

 

In order to maintain anonymity, names of respondents and organisations 

are not included in the findings. 

Self-Reliance 

A number of respondents commented on the culture of community self-

reliance in Shetland, it having stemmed from a long history of not being able to 

rely on public sector support from London or Edinburgh. This tradition led to the 

establishment of formal or informal community organisations which were the 

precursors to today’s social enterprises: 
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“You kind of rely on communities… Shetlanders are quite resilient and 

they’re used to having to do things for themselves and to work together 

with neighbours and other people in the community to deliver certain 

goals. And I think there’s a strong community ethos there.” 

Community Stakeholder 3 

 This is offered as an explanation for the relative ease through which the 

social enterprise sector has been able to deliver health services as they have 

been doing so informally for many years previously.  

Co-governance 

 Within co-governance are the separate strands of ‘design’ and ‘delivery’. 

The majority of responses regarding the former related to power dynamics, 

while those regarding the latter centred around coherence of the broader public 

health strategy. 

 The model of partnership working adopted in Shetland ostensibly allows 

different organisations the opportunity to contribute to the policy agenda, 

including which deficits need to be addressed, the relative funding 

arrangements through which that can happen, and which organisation will take 

charge of that process: 
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“There is an inherent value in its own right in co-production models, 

because they, by their very nature, involve a different set of power 

relationships… [Deciding] what’s wrong or what’s missing currently or 

what the needs are of the people that they know about, and then 

together agreeing what needs to be developed or done differently to 

meet those needs” 

Community Stakeholder 2 

 Respondents claimed that this process leads to a more coherent health 

strategy which values the relative strengths of each organisation, and is seen as 

key to effective identification and addressing of health needs. In terms of 

service delivery, social enterprises were considered more flexible and able to 

cater to specific groups or communities of interest more effectively, without the 

burden of a large national bureaucracy constraining abilities to react to 

emerging circumstances (Community Stakeholder 2). However, respondents 

considered the public sector better at quality assurance and at providing many 

statutory, downstream services. It was considered indispensable in terms of 

being a ‘safety net’, both in terms of ensuring social enterprises can continue to 

provide a service, and for guaranteeing that service users are receiving a high-

quality service (Community Stakeholder 3). 

 As budgets tighten, social enterprises were increasingly being seen as a 
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cheaper way of delivering legally-required statutory services (Community 

Stakeholder 3) while other services would simply not be provided by the public 

sector if social enterprises ceased to deliver them: 

 

“So it wouldn’t have got done I think for that reason, not because [the 

public sector] wouldn’t have necessarily understood it was a need, but I 

don’t think it would have filtered to the top of the priority list” 

Community Stakeholder 2 

Co-Management 

 Due to the relatively small size of the Shetland population, many of the 

individuals involved in commissioning of health services know each other in an 

informal, as well as a formal, capacity. This leads not only to good personal and 

professional relationships between those around the table, but also a deeper 

knowledge of the work they do and the outcomes they are capable of producing 

(Support Worker 1). 

 This has engendered deeper mutual trust, allowing organisations and 

sectors to share data and information for mutual benefit. For example, certain 

social enterprises are, dependent on consent, given access to the medical 

records of their service users, as well as the ability to collaborate with GPs to 

design and manage programmes to more-effectively maintain the wellbeing of 
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service users, many of whom would otherwise be under the care of the public 

sector (Social Enterprise Leader 1).  

 

Impacts of commissioning process on social enterprises and the 

community 

 For some organisations, contracts for delivery of health services are 

relied upon for survival: 

 

“I think some charities, depending on the charitable purpose, would 

struggle to work with trading opportunities that would meet their 

charitable objects, apart from Service Level Agreements” 

Community Stakeholder 3 

 It was further claimed that these Service Level Agreements (SLAs) were 

perceived in the same way as a grant from the Shetland Islands Council or NHS 

Shetland (Community Stakeholder 1). Therefore, despite now being seen as 

trading entities, there was not necessarily any change in the culture of the third 

sector due to delivering these services. Despite the vital role these contracts 

play in sustaining organisations, there are barriers to expanding their provision: 
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“There are services that are being delivered by the local authority that 

could be delivered by the voluntary sector under Service Level 

Agreements. And sometimes there’s a barrier there and the barrier 

probably is the Local Authority don’t want it. There’s somebody there 

going to lose power or jobs. And that’s what they’re trying to protect” 

Community Stakeholder 1 

 This suggests the potential for expanding social enterprise involvement 

in service delivery, but no political will to accompany it. Furthermore, where 

there is will for services to be contracted out from the public sector, social 

enterprises may be excluded from the tendering process due to the larger 

nature of the contracts: 

 

“The challenge that a lot of the social enterprises have is that quite a lot 

of the procurement processes aren’t really geared-up for social 

enterprises to bid for lots of the work, even smaller bits of work that could 

potentially become available” 

Community Stakeholder 3 

 It was also claimed that asymmetric power relationships and reliance on 

funding could lead to the public sector taking advantage of organisations by not 

paying them adequately for services provided, or by devolving responsibility for 
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‘toxic’ assets to organisations (Community Stakeholder 3). This sentiment 

reinforces the importance of recognising the capabilities and limitations of the 

work of the social enterprise sector, as well as the ability of the sector to have a 

say in the services they are delivering. Taken together, it could be claimed that 

this is not undue protectionism on the part of the Council, but an awareness of 

the limitations of small organisations and the added costs of breaking up large 

public sector contracts. 

 In terms of the health impact on the broader community, it was claimed 

that the trading nature of social enterprises (whether in the form of 

commissioned services or otherwise) had the potential to positively impact upon 

health due to the different power relationship it engenders within communities: 

 

“Social enterprises have a different relationship with their communities 

and the power that comes from that… is a strength in public health terms 

in terms of strong communities… Traditional ways of donating to charity 

bring a whole set of big problems in themselves, and you can view them 

politically as quite paternalistic… so social enterprise models where the 

giving is part of a trade, has an extra dimension that I think is a value in 

itself” 

Community Stakeholder 2 
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 This underlies the claim that, not only can social enterprises enjoy a 

closer relationship with the community than the public sector, but also they have 

a more equitable relationship with service users than other, non-trading, third 

sector organisations. 

Discussion 

Despite the commissioning process being considered part of a 

‘transformationally different’ public health system from the point of view of the 

NHS (Brandsen and Pestoff, 2006; Scottish Government, 2011), from the 

perspective of respondents, very little has changed in regard to behaviour or 

funding streams of social enterprises, countering the fear held by some that 

they would lose their essential attributes if they were formalised into ‘the 

system’ (Brandsen and Pestoff, 2006; Osborne et al., 2008). The social 

enterprise sector was involved in the co-governance of health services as it was 

recognised its collaboration in designing such services led to more effective 

identification of community needs (Steinerowski and Steinerowska-Streb, 2012) 

and more efficient service delivery (Kenny et al., 2013). An in-depth knowledge 

of, and commitment to, the Shetland community, as well as each other’s 

strengths and weaknesses, allowed different parties and sectors to interact 

effectively in the development of a coherent health strategy for the isles (Hills et 

al., 2010). 
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Concerns were raised among some respondents that following the 

devolution of power to social enterprises, should they cease to deliver many of 

these services, the public sector would not ‘take up the slack’, although it was 

generally accepted that another TSO eventually would. Furthermore, it was 

feared the balance of power within the commissioning process could 

detrimentally affect organisations by potentially devolving responsibility for 

costly services to social enterprises without adequate recompense. These 

criticisms reflect claims that responsibility for public service delivery was being 

shifted from the public to the third sector due to political ideology, rather than 

effective service delivery (Friedli, 2013). However, social enterprises 

themselves claim that not enough services are being contracted out to social 

enterprises, reflecting a healthy enthusiasm for the continued culture of 

commissioning. 

Conclusion 

There is great belief in the capacity of Shetland’s social enterprises to 

effectively design and provide services in response to health needs in the isles. 

It could be claimed that this is because social enterprises (and their 

predecessors) have been fulfilling these functions long before the public 

sector’s involvement, and will continue to do so regardless of a re-definition of 

their role within service delivery or income generation. This form of collective 
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self-reliance is seen as one of the benefits to social enterprises of working in 

rural areas and may also explain why such differentiated models of health 

service provision are claimed to be a ‘better fit’ in rural communities (Hill, 2012). 

The findings above suggest that a combination of these factors - the adequate 

identification of health needs in the community; the willingness for people and 

organisations to address those health needs; and the ability for those people 

and organisations to play an active role in directing health services towards 

those health needs - may explain the apparent success of social enterprises in 

the delivery of health services in Shetland (Steinerowski and Steinerowska-

Streb, 2012). Fears regarding the retrenchment of the NHS and broader public 

sector, the increased responsibility placed on individuals and communities, and 

the power imbalances which may occur in the commissioning process, are also 

present in the isles. However, there is a great degree of confidence among 

respondents that the third sector in Shetland will provide the safety net required. 

The informal, as well as professional, relationships between those involved in 

the commissioning process forms both a social and contractual imperative to 

deliver the commissioned service, and to ensure safeguards are present to 

maintain its delivery.  

More research is required to investigate further the relationship between 

community self-reliance, interactions between those involved in commissioning 
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and provision of health services, and health outcomes to determine, for 

example, whether community self-reliance could be perceived as an antecedent 

to the effective functioning of the commissioning process in other regions. 
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