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1 Introduction
The main objective of the current report is to develop insights into the skills needs of
employers and employees within the voluntary, community and social enterprise sector
(VCSE). The 2013 State of the Voluntary Sector report shows that there is a strong voluntary
and social enterprise sector in Greater Manchester. There are approximately 2,600 SME
organisations which collectively employ around 23,600 full time equivalent paid staff,
making it a significant employer and sector in the city region (Dayson et.al 2013).
Furthermore, the voluntary and social enterprise sector is involved in a wide range of
economic activity with the potential for growth and diversification.
However, GMCVO has identified that there are some major challenges and
opportunities facing voluntary and social enterprise sector SMEs that give rise to specific
employer skills needs. Examples include rising demand for existing and additional services,
opportunities to diversify into new markets and economic areas and scaling up of business
models. GMCVO has started to identify an emerging need for staff to gain a range of new
skills so that employers can adapt and thrive in this new environment. Anecdotal evidence
points to skills needs such as impact measurement, market analysis, volunteer management
and contract-readiness. Unpublished scoping research carried out recently into the social
enterprise sector by New Economy also highlighted potential skills gaps in areas such as
business growth, marketing and financial management.
Yet, to date there has not been any in-depth research into the skills base and skills
needs of the VCSE sector in Greater Manchester. At the same time, there is an increasing
need to shape both the provider offer and employer investment in skills within this sector.
To this end, this study seeks to answer the following questions:
1) What do VCSE organisations perceive as the most important current and future
skills needs?
2) Is there a difference in the skills needs of voluntary organisations and social
enterprises?
3) What changes do training providers need to consider in their offerings to be able
to better support third sector organisations?
We first turn to the policy and academic literatures to gain an understanding of the status
quo in current thinking around these issues. The subsequent section will introduce the
methodology followed by the presentation of the findings. The report concludes with a
summary of insights and some recommendations.
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2 Literature Review
Social entrepreneurship has become a popular subject in business, society, and
politics (Volkmann 2012). As a consequence, there is also a growing attention accorded to
this topic in academia (cf. Granados et al. 2011). Systemic disruptions such as crises in
environment and health, increasing economic inequalities (cf. Guillén and Ontiveros Baeza
2012) as well as the institutionalisation of professional NGOs and increasing inefficiencies in
public service delivery are regarded as the major catalysts for the emergence of social
entrepreneurship (cf. Nicholls 2006). It needs to be noted, however, that although often
used interchangeably, there seems to be a conceptual difference between the terms social
enterprise and social entrepreneurship. Social enterprise is generally associated with a
specific institution and is seen as a facet of the broader social entrepreneurship concept
(Galera and Borzaga 2009). Social entrepreneurship, on the other hand, is more or less
associated with a socially oriented skill and mind set encompassing dimensions such as
innovation and the ability to be a catalyst for change. As it is not tied to specific institutions
but rather to certain mind-set/behaviour, social entrepreneurship can occur in any type of
organisation ranging from non-profits to large corporations to governments (cf. Austin,
Stevenson, and Wei-Skillern, 2006). The next section will provide an overview of the policy
context compiled from policy documents and reports. Subsequently, we briefly look at the
academic literature.

2.1 The Policy Context
The idea of social enterprise has been hailed by policymakers at the European,
national, regional and local levels as a potential solution for problems that neither the state
nor the market are able to resolve. Since New Labour’s drive to reform public services has
paved the way to a more substantial contribution of so-called third sector organisations
(TSOs) – organisations that are neither part of the public nor part of the private sector – the
term social enterprise has become a mainstay in the policy discourse, a fact that manifested
itself in the establishment of the Social Enterprise Unit in 2001. Tony Blair’s vision of social
enterprise encapsulates the aspirations that are associated with the promotion of the
concept of social enterprise in the UK: “social enterprise offers radical new ways of
operating for public benefit. By combining strong public service ethos with business
acumen, we can open up the possibility of entrepreneurial organisations - highly responsive
to customers and with the freedom of the private sector - but which are driven by a
commitment to public benefit rather than purely maximising profits for shareholders” (DTI
2002: 5).
In contrast, Scott (2010) argues that the belief in the ability of social enterprise to
solve social problems almost assumes a near-religious quality. This over-reliance on a heroic
narrative as opposed to a focus on systemic barriers to social enterprise success is
problematic because it creates unrealistic expectations (cf. Scott, 2010; Mazzei, 2013; Scott
and Teasdale, 2012). As a result, the inherent tension between social values and income
generation is de-emphasised and the potential benefit of social enterprise is exaggerated in
the policy discourse. For example, Scott (2012: 152) refers to Seanor and Meaton (2008)
who studied failure in four case study organisations and found that in some cases failure
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happened because funders, indebted to a social enterprise rhetoric, pushed organisations
away from grants without realising that they would not be sustainable by purely relying on
commercial revenue. In his own case study of the failure of enterprise EA in Steeltown, Scott
(2012:151) points to the lack of capabilities in senior staff of EA to manage a growing
enterprise, but also points to the inherent tension in the idea of social enterprise as a way of
solving problems that the state or the market are unable to solve: “how realistic was it to
expect a social enterprise to succeed in creating employment in a deprived area at a time
when the major private sector employer and local authority were failing to achieve this
objective?”.
At a Greater Manchester level the expectations of a social enterprise model to
deliver growth and prosperity to a sub-region in which large swaths of the population have
not benefited from the period of economic growth prior to the 2009 recession, are
illustrated by the following passage:
“Offering wider access to a good or service, being more responsive to market
need and more nimble in delivery to meet needs, equipped with the ability to
innovate and provide holistic solutions whilst focusing on developing capacity
and resilience in our communities, creating economic and social capital over
and above what is created by the private sector. These features mean that GM
cannot afford to not harness the power of social enterprises in the delivery of
the Greater Manchester Strategy (GMS) and endeavours to deliver prosperity
and improvement of the quality of life for everyone. Social enterprises combine
social purpose, trading, entrepreneurship and voluntary effort to deliver a very
different blend of social and economic impact in comparison to traditional
businesses.” (New Economy Social Enterprise Project briefing)
However, the policy literature recognises that this potential positive effect of social
enterprise cannot be unleashed unless the capacity and capabilities of organisations
embracing social enterprise are built and their skills needs are addressed. The UK social
enterprise strategy (DTI 2002: 8) identifies the following as major barriers to social
enterprises achieving the high aspirations associated with the concept:


poor understanding of the particular abilities and value of social enterprise; little
hard evidence to demonstrate the impact and added value of social enterprise;



fragmented availability of accessible, appropriate advice and support;



difficulty accessing and making use of what is perceived to be limited appropriate
finance and funding available;



limited account taken of the particular characteristics and needs of social enterprise
within an enabling environment;



and complexity and lack of coherence within the sector, combined with widely
varying skills and knowledge bases.

Although since then successive governments have promoted the social enterprise
agenda further for example by establishing capacity building programmes such as ChangeUp
or by creating mechanisms for social finance, it appears that many of the problems above
still loom large in the policy literature. New Economy observes that “support is fragmented,
of mixed quality and generic” (New Economy Social Enterprise Project briefing). This view is
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echoed by Cox and Schmuecker (2010: 6) and the European Commission (European
Commission Summary 2014: 14). Mazzei (2013), furthermore, points to the propensity of
some support providers to push organisations down the enterprise route, despite the lack of
economic evidence that they will be in a position to be sustainable. Both these points are
further supported by comments made at a recent GMCVO event.1 Support providers at this
event also mentioned that they frequently see individuals who have been told to start social
enterprises without having identified an economically viable and socially promising
opportunity. Attendees seemed to agree that those wanting help with starting social
enterprises are motivated by one of two things: wanting to do something good for the
community or making a living.
This observation can also be found in reports pointing out that contrary to
expectations social enterprises do not necessarily arise from genuine entrepreneurship only.
Rather, a number of other factors serve as drivers of social enterprise formation. For
example, Mazzei (2013: 96) observes regarding the formation of community interest
companies (CICs) – a special legal form for social enterprise activity – that it “may have more
to do with the availability of certain types of funding, and the policies which accompany that
funding, than with enterprise culture”. Teasdale (2009) in his case study of organisational
impression management found that using the term social enterprise can be a deliberate
strategy to attract grant funding.
European Commission research (European Commission Summary 2014: 14) on social
enterprise across Europe found that the poor understanding of the concept of social
enterprise is seen as a “key barrier” by stakeholders across Europe, including the United
Kingdom. The difficulty to pin down a universally accepted definition and the resulting
differences in individual operationalisations can be seen as a significant problem (cf. Hart
and Haughton 2007). The issue is further strengthened by the difficulty in associating social
enterprise with legal status or organisation type:
“Social enterprises are diverse. They include local community enterprises,
social firms, mutual organisations such as co-operatives, and large-scale
organisations operating nationally or internationally. There is no single legal
model for social enterprise. They include companies limited by guarantee,
industrial and provident societies, and companies limited by shares; some
organisations are unincorporated and others are registered charities.” (DTI
2002, p.7)
The only legal form that is specifically associated with social enterprise is the CIC,
which was created in 2004. However, looking at some CICs that have been created, it is
questionable whether they actually fulfil a social purpose other than generating income for
someone who would otherwise be unemployed. In comparison to other European countries,
the UK appears to be indebted to a specifically Anglo-Saxon definition of social enterprise,
the social start-up. This model has at its heart an individual who sees a commercial
opportunity that also meets a social need (European Commission Summary 2014: 8). The
same report distinguishes between this form of social enterprise and citizen-driven mission
organisations, traditional non-profit organisations and public sector spin-outs (ibid).
1

Supporting Social Enterprise, hosted by GMCVO on 16th December 2014, 2-4 at the St. Thomas Centre. This
brought together a diverse number of organisations providing support to social entrepreneurs.
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Interestingly, a similar confusion exists with regard to the voluntary and community
sector. Voluntary sector researchers have recognised that it is not possible to obtain a
sufficient overview of the voluntary sector so long as the only way to identify a voluntary
sector organisation in national figures is through its status as a charity. More specifically,
this indicator ignores a wide variety of organisations in the third sector that are not
charities. Other indicators such as income exclude organisations whose income falls below
the reporting threshold established by the Charity Commission. As a consequence, even
methodologically robust attempts to map third sector activity often battle with credibility
problems. For example, the National Survey of Third Sector Organisations was largely
dismissed by local infrastructure organisations for this reason.
From the above discussion it can be concluded that the social enterprise spectrum is
wide, varied and not associated with a single legal form or type of organisation. The issues
resulting from this are further aggravated by the lack of a universally accepted definition.
Although one might dismiss this as an academic question, as we have seen above, it
becomes a practical barrier to the success of the very phenomenon it is aiming to promote.
Furthermore, it also represents an obstacle in the identification of what, if anything, is
special about social enterprise and what potential skills and support needs arise from these
special characteristics. Social enterprise support can only be made effective if it can go
beyond generics and is able to address specific needs. A similar conclusion can be drawn
with respect to the voluntary sector.

2.2 The Academic Context
In contrast to policy circles, current academic discourse accords more attention to
the challenges social entrepreneurs face in balancing their social mission with their attempts
to generate income (e.g. Bull 2008; Dees 1998; Doherty, Haugh, and Lyon 2014).
Notwithstanding, the academic literature is facing a similar struggle to the policy literature,
in terms of pinning down the elusive concepts of social entrepreneurship and social
enterprise. This challenge is even more intensified by the difficulty in satisfactorily defining
the meaning of “social” (Sinkovics et al. 2015) as well as of “entrepreneurship” (Sinkovics
2013; Urban 2010). Davidsson (2004: 3) compares entrepreneurship research to a social
game
“where – unlike sports – it is totally conceivable that two opposing players
both determine that they (according to their own rules) won the game,
whereas the spectators – that is, the fellow researchers who read the
arguments – find that both sides scored points, but since they did not play the
same game on the same field, it wouldn’t be very meaningful to appoint a
winner”.
The same observation can be applied to social entrepreneurship/social enterprise
research. Although more and more scholars use the government’s definition, different
surveys have employed different operationalisations and indicators (cf. Hart and Haughton
2007). As a consequence, it is virtually impossible to obtain a coherent picture of social
enterprise activity in the UK. Lyon, Teasdale, and Baldock (2010) even suggest that “the
huge investment in research in mapping has been lost through a lack of clarity”.
In addition, further problems arise from the elusiveness of the concept of what
constitutes “social value”. In general, social value can be described as “a process that results
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in the creation of something of value for society” (Dietz and Porter 2012: 23). Lautermann
(2013) contends that the use of definitions such as creating value for society, solving social
problems, or addressing social needs is problematic as they rest on the assumption that
there is a common and objective understanding of what those values/problems/needs are
and when they can be seen as met. Sinkovics et al. (2015) argue that instead of discarding
existing research for applying different definitions and operationalisations, there is a way to
reinterpret results. They propose a reconceptualization of social value creation as social
constraint alleviation by equating social constraints with the root causes that keep a group
of individuals from making use of their socio-economic human rights. They argue that
classifying organisations along the lines of root cause alleviators and symptom treaters
allows a discourse about social impact that is decoupled from legal form, sector, size,
geography or definition.
With respect to geography, Sinkovics, Sinkovics, and Yamin (2014) point out that
while the manifestations of socio-economic human rights issues may differ across
countries/regions, the underlying needs for self-esteem, subsistence, and freedom to live a
life of value (cf. Todaro and Smith 2011) are universal. They furthermore find that social
value creation is not entirely dependent on the existence of a deliberate social mission, but
that the creation of social value is more likely at the heart of business models if the main
trigger for the business idea is the social constraint that exists in the local community and
prevents its members from exercising their human rights.
From a more philosophical perspective, Trexler (2008) makes an interesting point.
He calls social enterprise “Charity’s web 2.0.” He proposes that the emergence of social
enterprise is the latest in a series of attempts to create awareness of the systemic
breakdown in our understanding of an organisational medium that is the for-profit
enterprise. From a historical point of view the values that social enterprise is attempting to
remind us of were meant to be part of corporate identity. Over time, these values have
been torn apart and became incorporated into different models. Thus, “the difference
between non-profit and for-profit entities is one of degree, not of kind” (Trexler 2008: 81).
As a consequence, he argues that instead of focusing on differences and attempting to
maintain the division between the for-profit, non-profit, and social enterprise sector it
would be more constructive to look at similarities. In his own words: “the methodology
must shift from differentiation to inclusion—instead of grafting social concerns onto other
metrics, what we need instead is to explain how social and financial values are the
same”(Trexler 2008: 82).

2.3 Skills and Workforce in the Third Sector
2.3.1 Voluntary organisations
There is a relatively large body of research on voluntary sector skills and the
workforce with particular focus on charities. This data usually focuses on charities because
this is the only type of organisation that can readily be identified as being part of the third
sector, even when using existing data from national surveys. However, much of this
research was conducted at a time when there was an unprecedented boom in charities
taking on public sector services coupled with a period of relative economic prosperity. For
example, the Voluntary Sector Skills Survey was conducted by National Council for Voluntary
Organisations and Third Sector Skills in 2007 (Clark 2007). This research adapted the
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national Employer Skills Survey to a third sector audience. In light of the emphasis on public
sector commissioning and competition for skilled staff with other sectors, the findings of
this research may not be entirely relevant today. In a climate of economic austerity, public
sector commissioning can no longer sustain organisations the same way it used to in 2007,
nor are skills shortages bound to be a major problem in a labour market that is
characterised by higher unemployment. The findings of the Voluntary Sector Skills Survey
were summed up as follows: “Many of the skills required to work within the VS can be seen
across all sectors and include both generic and specialist skills. Generic skills include literacy,
numeracy, team working and communication skills. Specialist skills include legal knowledge
and contract management. There are also skills that are specific to the VS. These include
fundraising, campaigning and volunteer management.” (Clark 2007: 11).
There are also some more recent statistics about skills and workforce-related issues
in the voluntary sector. For example, the UK Small Charity Sector Skills Survey is periodically
conducted by the Funding Skills Institute and includes performance ratings of key skills. The
2013 results indicated that the skills with the poorest performance ratings included impact
reporting, long-term strategic planning and marketing. Those with the strongest ratings
were leadership, internal communications and team working. The findings also indicated
that 66 percent of the respondents saw a lack of funding for training and development as
the main reason for skills gaps in their organisation (Savage 2013: 2). Skills gaps were
furthermore reported by 29 percent of respondents to the Voluntary Sector Skills Survey,
with smaller organisations being more likely to report this. The functions that were
mentioned across the board as being most affected by skills gaps were IT, marketing,
fundraising and human resources (Clark 2007: 33). However, these surveys rely on
respondents’ own assessment of their organisations’ skills needs, rather than attempting to
explore the skills needs that organisations may need without being aware of it.
With regards to workforce, related surveys in the voluntary sector estimates vary
widely for definitional reasons mentioned above (Geyne-Rajme and Mohan, 2012: 13).
Nevertheless, certain patterns of full-time equivalents (FTE) emerge from the 2008 National
Survey of Third Sector Organisations data. According to this survey, the number of FTE staff
is highest in incorporated charities, followed by industrial and provident societies (IPS).
Unincorporated charities and community interest companies, on the other hand, have the
lowest FTE levels (ibid: 9). Moro and McKay (2010?: 3) conclude from the Labour Force
Survey data that a high proportion of the third sector workforce are active in three key
areas: personal and community care, social housing and education. They also compare the
third sector workforce to that of the public and private sectors and discover that third sector
staff are more likely to work part-time. With regard to staff qualifications, third sector staff
appear to be more qualified than private sector staff with four in ten voluntary sector
employees holding a degree (or higher), compared to two in ten in the private sector (ibid:
4).
The 2013 NCVO Workforce Almanac based on the analysis of Labour Force and
Employer Skills Survey data reports skills gaps by role. The results indicate that the roles
most affected by skills gaps in charities are: administrative/clerical (33%), managers and
caring (28%), leisure and other services staff (25%) (UK Voluntary Sector Workforce Almanac
2013 Data Summary). Furthermore, a third of voluntary organisations in the sample did not
report on- or off-the-job training for staff. While another third provided both and the last
third only offered either on-the-job or off-the-job training. In 70% of the cases training was
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offered to managers. In 39% of the cases training was provided for administrative and
clerical staff and in 27% of the cases for personal service related staff. In terms of barriers to
training, 17 % of the respondents had no money for training. This was the largest category,
with all other barriers scoring below 10%. Factors such as lack of time, lack of suitability or
quality of existing training scored as low as 1%. Interestingly, 49% of employers considered
their staff fully proficient and hence did not have any need for training (ibid).
Hard-to-fill vacancies seem not to be as significant as previously: “Recruitment
problems have shifted significantly since our 2010/11 Skills Gap Survey. The number of
respondents finding it “very difficult” to recruit suitable staff with the best skills has fallen
from almost 11% to around 5%, and the number of respondents finding it “somewhat
difficult” has equally fallen from 30% in 2010/11 to 23% in 2012/13. Although the problem
of recruitment appears to be less acute, the underlying reasons for hard-to-fill vacancies
remain the same. Salary was the most prominent barrier with 58% of respondents indicating
this as an issue, followed by recruitment costs at 45%. These barriers have both become
more prominent since our 2010/11 survey. Following these reasons were non-financial
factors, including: applicants’ lack of specialist skills, and applicants’ lack of experience.”
(Savage 2013: 6; UK Voluntary Sector Workforce Almanac 2013).
2.3.2 Social Enterprise
With regard to the skills needs of social enterprises, there is less information
available than about other types of organisations in the third sector. Social Enterprise UK,
formerly Social Enterprise Coalition, and the 2012 National Small Business Survey make
some reference to skills and provide some information about the social enterprise
workforce. According to the 2005 Survey of UK Social Enterprises, volunteers constitute a
significant resource. Across the UK “Social enterprises registered as CLGs or IPS employ
nearly ½ million people (475,000), of whom two-thirds are employed full-time. A further
300,000 people work for social enterprises on a volunteer basis, contributing an average of
2 hours each per week (a total of 580,000 hours volunteered per week)” (Small Business
Service 2005:2). However, in deprived areas “volunteers form a lower proportion of the
total workforce (30% in 20% most deprived wards vs. 43% outside these wards), but those
volunteers that work within social enterprises in deprived areas tend to contribute more
hours per week (4 vs. 2)” (ibid: 4).
In terms of skills needs, some of the issues that social enterprise activity faces tend
to be associated directly with the social mission of these organisations. For example, the
2013 Social Enterprise UK survey finds that 52 percent of respondents actively employ
people who are disadvantaged in the labour market (Social Enterprise UK 2013).
Furthermore, those operating in deprived areas are more likely to rely more heavily on
grants and donations and have fewer volunteers than those in less deprived areas whose
volunteers also contribute more time per week (Small Business Service 2005: 2, 4). Blank
(2012) furthermore highlights the challenges social enterprises face in having to manage
various types of employees – those that are contracted and those that are not. New
Economy (2013) suggests that social enterprises must develop skills such as social impact
articulation and measurement, as well as business model design, planning, marketing, and
communication in order to have opportunities to become part of supply chains.
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In terms of social impact measurement, while tools such as the Social Return on
Investment, Cost Benefit Analysis and Triple Bottom Line Accounting have been devised to
support organisations in the evaluation and monitoring of their service impact, the
suitability and functionality of these tools have been repeatedly criticised (Arvidson et al.
2013; Gibbon and Dey 2011). For example, Mair and Sharma (2012) argue that “the
challenge has been in the creation of an evaluation system that is affordable, and that
combines the balances of the assessment of impact (for investors or investment managers)
with the assessment for impact (for the social enterprises and its beneficiaries)”.
Liu and Ko (2012) emphasise the importance of marketing as an enabler to develop
competitive advantage for social enterprises. The role of marketing is not just tied into the
entrepreneurial activity of social enterprises but can be critical to the delivery of social value
(Powell and Osborne 2015; Shaw 2004). Nevertheless, Helmig, Jegers, and Lapsley (2004)
claim that marketing remains the “ultimate management challenge for NPOs”. Doherty,
Haugh, and Lyon (2014) observe that these challenges arise when organisations (most
notably social enterprises) have to deal with various stakeholders in response to the
“market needs of customers and competitors”. For example, Rasmussen (2012) points out
that social enterprises follow a “two tiled marketing approach” as their marketing activities
seek to attain “customers as well as donors of time and money”.
In terms of barriers, the Cabinet Office’s analysis of the Small Business Survey
(Cabinet Office 2013: 56) states that social enterprises were more likely than the average
small firm to list obtaining finance and the shortage of managerial skills/expertise as
obstacles. Moreover, the European Commission’s country-specific report about social
enterprise in Britain observes that social enterprises are much more likely to cite access to
finance, but much less likely than other small and medium enterprises to cite competition as
an obstacle (European Commission Country Report 2014: 34). A 2013 report on the state of
UK social enterprises highlights that the greatest barrier for growth and sustainability is
perceived to be access to finance. An estimated 39% of social enterprises indicated this as
the single greatest barrier (Social Enterprise UK 2013: 7). Bornstein and Davis (2010)
furthermore argue that “most social entrepreneurs have less trouble in getting started than
taking off. The major constraint (upon a social enterprise) is the difficulty in accessing
growth capital”. The lack of finance is therefore perceived to hamper the growth of a social
enterprise.
2.3.3 Skills, competencies, and capabilities
The above overview of existing surveys and reports points to an over-emphasis on
skills and barriers and little attention to the development of capabilities. Similarly, the
academic literature on social enterprise/social entrepreneurship has also accorded little
attention to the relevance of capabilities (especially dynamic capabilities) for third sector
organisations. The conceptual difference between skills, competencies and capabilities is
the following. Skills can be defined as general, context-independent knowledge. A
competence is a context-dependent application of skills. In other words, skills are general
tools and rules that can be acquired through training. However, to reach a competence level
these skills need to be complemented by context-dependent organisational experience
(Bisogni 2008). Capabilities, on the other hand, can be defined as a set of activities that build
on skills, competencies and other organisational resources to make/deliver products and
services (Marino 1996). At the same time, capabilities are independent from the purpose or
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strategy of the organisation. In a way, they represent the potential of the organisation
(Teece 2014). For example, the capability to make small devices operating on radiofrequency can manifest itself in the creation of pressure monitoring devices for beer barrels
or tyre pressure monitoring sensors in automobiles (cf. Sinkovics 2013). In the third sector
this could for instance translate into utilising the capabilities developed through working
with blind service users to create and deliver a product/service for commercial enterprises
or higher education institutions.
Teece (2014) furthermore differentiates between ordinary and dynamic capabilities.
Ordinary capabilities refer to administrative, operational, and governance-related activities
that are necessary to accomplish tasks. They are anchored in the combination of the
following four factors: 1) skilled personnel (including independent contractors); 2) facilities
and equipment; 3) processes and routines (including supporting manuals); 4) the
administrative coordination needed to create and deliver the product/service. Simply put,
ordinary capabilities are about efficiency and doing things right (ibid). Dynamic capabilities,
on the other hand, are higher-level activities that allow organisations to respond to and
shape their rapidly changing environments. Teece (2014: 331) proposes that they are “about
doing the right things, at the right time, based on new product (and process) development,
unique managerial orchestration processes, a strong and change-oriented organisational
culture, and a prescient assessment of the business environment and […] opportunities”. He
furthermore divides dynamic capabilities into three categories: 1) sensing: identification,
development, co-development and assessment of opportunities in relationship to customer
needs; 2) seizing: mobilisation of resources to address needs and opportunities and to
capture value from doing so; 3) transforming: continued renewal (ibid: 332).
For example, Cox and Schmuecker (2010: 44) observe that social enterprises,
especially the ones that develop out of existing charitable organisations, often serve highly
deprived communities. As a consequence, unless the business model includes ways of
bringing in revenue from outside of the immediate area, the organisation’s viability as an
enterprise is compromised. This implies that these organisations not only need to improve
their ordinary capabilities, but also need to develop dynamic capabilities to be able to cope
with the change from donor/grant funding to self-sustained income generation. This is in
line with Sinkovics at al.’s (2015) proposition, that in order to create significant social value,
organisations need to develop the capability to differentiate between social constraints and
mere symptoms of those constraints. At the same time, to achieve resilience organisations
need to be able to recognise and alleviate their own business model related constraints
(Goldratt 2010; Sinkovics et al. 2015; Sinkovics, Sinkovics, and Yamin 2014). To this end, it
must be noted that the term ‘constraint’ is defined as the root cause that keeps an
organisation from attaining its goal, in this case to be resilient. Generally, while
owners/managers may report dozens of barriers/problems/challenges, any organisation can
only have one or two constraints. The remaining challenges are merely symptoms of those
constraints (Goldratt 2010; Sinkovics et al. 2015).
The European Commission also emphasises the importance of business models for
successful social enterprises: “The survival and growth of social enterprise is also
constrained by internal factors such as lack of viable business models (particularly, in the
case of social enterprises with a traditional non-profit provenance), excessive reliance on
the public sector as a source of income, lack of commercial acumen/entrepreneurial spirit
and managerial and professional skills/competencies necessary for scaling-up activity”
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(European Commission Summary 2014: 14). From this, it appears that there are two
interconnected capabilities social entrepreneurs need to develop. On the one hand, they
need to be able to identify social constraints and develop solutions to address them. On the
other hand, they need to be able to identify and alleviate their organisation’s internal
constraints (Sinkovics et al. 2015; Sinkovics, Sinkovics, and Yamin 2014).
However, the third sector does not only consist of organisations that are addressing
social constraints. The majority of organisations within the sector can be expected to
comprise a wide array of purposes from significant symptom treaters (e.g. food banks) to
community oriented projects (e.g. coffee mornings, reading groups, etc.). Furthermore, it
needs to be noted that there are many social entrepreneurs who are predominantly driven
by their objective to earn an income. As a consequence, their social mission often does not
arise from an observed social constraint or significant symptom. It is rather a means to a
more or less opportunistic end. While the organisations subsumed under the umbrella of
social benefit and doing good includes a very wide spectrum of purpose and impact, it can
be expected that there is a set of generic skills that they will all need depending on the stage
of their organisational life cycle (e.g. Nogueira 1987).
Cox and Schmuecker (2010: 11) propose the following lifecycle stages:


Initial idea (community development and capacity building needed to
develop this)



Voluntary activity (advice and support on financing activities)



Potential social enterprise (more specialist legal and financial support)



Expanding businesses (more generic business advice, i.e. on IT, marketing;
some specialist advice on reconciling social and business aims)



Mature businesses (advice on general business issues)

Furthermore, regardless of legal form or type, organisations’ skills needs tend to be a
result of at least three factors. That is, how an organisation’s mission, need for sustainability
and the external environment interact with each other to create changing skills needs, the
skills of an organisation’s existing workforce, and the organisation’s ability to hire new staff
to close internal skills gaps. However, different groups of organisations can be expected to
differ in terms of their more specific support needs. For example, social constraint
alleviators that operate a self-sustaining business will have different support needs from
social constraint alleviators that are fully reliant on grant funding or from voluntary
organisations whose main purpose is to entertain school children. Furthermore, as the skill
level of personnel is only one factor in an organisation’s capability development, it is
necessary to accord more attention to the other factors as well. Although in contrast to
ordinary capabilities, dynamic capabilities generally cannot be bought in and need to be
built, there are methods and tools that can help organisations develop these capabilities.
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3 Methodology
In order to answer the three research questions delineated in the introduction
section of this report, we adopted a mixed-methods research design. First, an electronic
survey was sent out to approximately 3,000 voluntary and social enterprise sector
organisations. The survey was followed up with 40 in-depth interviews with voluntary sector
organisations, social enterprises, and infrastructure organisations to clarify and complement
the findings from the survey data. The objective was to obtain a more complete picture of
the third sector and of the major skills needs across the sector. The remainder of this
section will provide details about both the survey and interview guide design.
As indicated in the introduction, the 2013 Greater Manchester State of the Voluntary
Sector Survey estimates an approximate number of 2,600 SME organisations collectively
employing around 23,600 full-time equivalent paid staff (Dayson et.al. 2013). The total
number of organisations within the sector is estimated to be between 14,000 and 15,000.
Given that a large proportion of these entities are micro, unregistered, voluntary groups a
survey sample size of 3,000 was deemed sufficiently large to obtain representative results
that are generalisable for the whole city region. To reach respondents, the GMCVO
database was complemented by a list of CICs identified from the FAME (Bureau van Dijk)
database. It provides financial, descriptive and ownership information on over 9 million
public and private companies in the UK and Ireland2. We identified 165 active CICs in the
GM region.
In order to ensure a degree of comparability, most items for the questionnaire were
adapted from a number of previous surveys such as the “Skills Shortages and Skills Gaps in
the UK Voluntary Sector” survey conducted by BMG Research on behalf of NCVO and the UK
Workforce Hub in 2006. This survey had been based on the UK Employer Skills Survey.
Furthermore, the growth outlook items were adopted from the Employer Perspectives
Survey 2012 (UK Data Archive Study Number 7295). The trading and profit/investment
related items were taken from the Survey of Social Enterprises across the UK conducted by
the Small Business Service in 2004. Items related to barriers to success, innovation, and
barriers to innovation were adopted from the 2013 Greater Manchester Business Survey.
Finally, the items regarding organisations’ legal form and area of work were taken from the
2013 State of the Sector Survey. Initially we received a total of 320 responses. However
after deleting the invalid and incomplete cases (duplicate responses, empty responses, and
cases where only one question has been answered), 234 responses remained in the sample.
The data was analysed by using the software package SPSS. As the majority of variables are
categorical in nature, we have conducted a number of between-group analyses by
employing a Chi-square test of independence. This allowed us to explore similarities and
differences between traders and non-traders as well as the impact of a number of factors on
trading organisations’ growth outlook.
The interview guide was adopted from Sinkovics, Sinkovics, and Yamin (2014). While
the survey question items allow for comparing responses for previous results, they only
allow to go beyond previous analysis to a limited extend. To this end, an elaborate
2

https://fame.bvdinfo.com
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structured interview guide was needed to conduct an in-depth but rigorous qualitative
exploration. The interview guide was designed to gain insights into organisations’ current
business models, the major changes to the business model from inception to the time of
interview, and the main turning points throughout the history of the organisation. The
interviewees were furthermore asked about their and their employees’ skills needs. Looking
at the business model allowed us to go beyond the reporting of skills needs perceived by
interviewees and form an understanding of organisations’ capabilities. Furthermore, in
order to obtain a more holistic overview of the sector, we also interviewed a number of
infrastructure organisations. Those interviews were more unstructured. The interviews were
conducted face-to-face mostly at the premises of the organisations with a couple of
exceptions where the interview took place at GMCVO. The conversations lasted between
one and two hours. Subsequently, the interviews were transcribed and analysed using
NVivo, a computer-assisted qualitative data analysis software (cf. Sinkovics and Alfoldi
2012). The analysis followed King’s (1998) template analysis approach.
In the next section we are going to look at the findings from the quantitative analysis
of the survey data. This section will then be followed by an exploration of the qualitative
interview data.
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4

Quantitative analysis of the survey data

Key findings




Respondents collectively employ
o 4,575 full-time staff
o 2,187 part-time staff
o 563 temporary staff and
o engage 8,657 volunteers
The majority of organisations operate in more than one subject-area

Table 1 and Table 2 below give an overview of the organisations in terms of age, size
(measured in employee and volunteer numbers), legal form, area of work and trading
activity. The respondent profile in terms of legal form, area of work, and age can be deemed
representative for the sector (see Dayson et.al 2013).
Table 1 Descriptive information
Dimensions
Trading
Yes
No
Legal form
Registered Charity
Company limited by guarantee (CLG)
Registered charity and CLG
Community interest company (CIC)
Charitable incorporated organisation
Group with constitution but not a charity or company
Industrial and provident society
No legally constituted form
Other (partnerships, self-employed, etc.)
Skipped the question about legal form
Age
0-5 years
6-20
21=<
Skipped the question about age
Full-time paid staff
0-1
2-3
4-20
20< (largest organisation in the sample employs 750 staff)
Skipped the question
Part-time paid staff
0-1
2-3
4-20
20< (largest organisation in the sample employs 451 parttime staff)
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No. of organisations

Percentage

127
107

54.3
45.7

47
15
50
37
9
10
9
2
20
35

20.1
6.4
21.4
15.8
3.8
4.3
3.8
0.9
8.5
15

56
54
65
59

23.9
23.1
27.8
25.2

48
40
29
29
65

20.5
17.1
12.4
12.4
27.8

48
43
65
16

20.5
18.4
27.8
6.8

Skipped the question
Volunteers
0
1-3
4-20
20< (largest organisation engages 2,000 volunteers)
Skipped the question

62

26.5

47
36
75
56
20

20.1
15.4
32.1
23.9
8.5

The majority of organisations indicated that they work in more than one area. 22
respondents operate in five to eight areas simultaneously. When asked whether or not they
offer products and/or services in return for payment, 127 (54.3%) organisations indicated
that they engage in some sort of trading. The remaining 107 (45.7%) do not exchange any
goods and/or services for money.
In terms of legal form, the majority of organisations operate as both registered
charities and companies limited by guarantee (50 organisations). 47 respondents are
registered charities only and 15 companies are companies limited by guarantee only. 37
respondents operate organisations registered as community interest companies (CICs).
Respondents (those who did not skip the respective questions) collectively employ 4,575
full-time staff, 2,187 part-time staff, 563 temporary staff, and engage 8,657 volunteers. A
more detailed employment breakdown is included in Table 1. Additionally, 45 respondent
organisations currently offer apprenticeships. When asked whether they expect to recruit
staff over the next 12 months, 135 organisations indicated intent to hire additional
employees.
Table 2 Areas of work
Area of work (some of the organisations work in more than one
area)
Number of areas organisations work in
1 area
2 areas
3 areas
4 areas
5-8 areas
Skipped the question
Areas of work
Community development
Sports and leisure
Health and well-being
Social care
Economic well-being
Education, training and research (incl. life-long and adult
learning)
Environment and sustainability
Accommodation and housing
Religious and faith-based activity
Equalities and civil rights
Arts, heritage and culture
International development
Criminal justice
Animal welfare
Campaigning and lobbying
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Number of
organisations

Percentage

45
34
80
18
22
35

19.2
14.5
34.2
7.7
11
15

111
22
76
34
43
74

47.4
9.4
32.5
14.5
18.4
31.6

23
21
6
16
22
5
12
1
12

9.8
9.0
2.6
6.8
9.4
2.1
5.1
0.4
5.1

Transport
Capacity building and other support for voluntary or community
organisations
Other charitable, social or community purpose

8
30

3.4
12.8

34

14.5

4.1 Trading organisations
Key findings






The innovativeness of organisations does not have a significant impact on their
anticipated future growth
Neither the number of perceived barriers to innovation, nor specific barriers to
innovation such as (lack of finance, time, qualified personnel, and high costs)
significantly affect organisations’ growth outlook
Registered charities and registered charities who are also companies limited by
guarantee are more likely to engage in structural changes and invest in new IT than
CICs and IPSs
Organisations in our sample were more likely to attempt creating social impact
through offering products and services than through business model design
(employment of disadvantaged individuals, procurement, etc.) Furthermore, there is
no statistically significant difference between an organisation’s legal form and its
likelihood to adopt trading as a mechanism to fund its social purpose.

As mentioned above, 127 (54.3%) of the surveyed organisations indicated that they
engage in some sort of trading. The largest area within which trading activity occurs is
community development (61 organisations) followed by education (42 organisations) and by
health and well-being (41 organisations). Economic well-being (24 organisations), social care
(22 organisations), environmental sustainability (17 organisations) and capacity building (17
organisations) are also significant areas for trading within the sample. Error! Reference
source not found.Figure 1 provides a graphical representation of the areas within which
products and services are sold.
In terms of main purpose, 34.6% of trading organisations indicated that their primary
aim is to pursue a social or environmental goal. 16.7% (39 organisations) aim at making
profit to be able to fund their social or environmental objectives. 2.6% (6 organisations)
strive to maximise their profit in an ethical and responsible way for their owners, partners
and shareholders. Only one organisation in the sample indicated profit maximisation for
owners, partners and shareholders without an emphasis on ethics and responsibility.
Furthermore, while 16.7% of traders (39 organisations) expect to grow significantly over the
next 12 months, 26.5% (62 organisations) expect to grow slightly. The remaining 20.4% (26
organisations) expect to remain the same or contract in the near future.
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Figure 1 Areas of work within which trading activities occur

A Chi-square test for independence was used to explore the relationship between
trading organisations’ legal form and growth outlook. The findings from Table 3 indicate
that community interest companies (CIC) and industrial and provident societies (IPS) are
more likely to expect to grow significantly over the next 12 months. Registered charities and
companies limited by guarantee are more likely to expect a slight growth or a contraction. In
order to test the robustness of these findings, we repeated the test on a further collapsed
sample. We removed organisations from the categories “other”, “groups with a constitution
but not a charity or company”, and “no legally constituted form”. The results remained the
same. 70.4% of organisations (19) that expected to grow significantly were CICs and IPSs.
80% of organisations (16) in the “remain the same or contract” category were registered
charities (RCh), companies limited by guarantee, or charitable incorporated organisations.
Registered charities and companies limited by guarantee were also strongly represented in
the “grow slightly” category with 52% (26 organisations).
In the next step, we controlled for the age of organisations as it can be expected that
new ventures grow more significantly than more established and/or mature organisations.
The analysis indeed indicated that 56.3% of organisations expecting a significant growth
over the next 12 months are in the age range of 0-5 years. 28.1% in the same growth
category are 6-20 years old, while only 15.6% of the high growth organisations are older
than 20 years. While it is not surprising that all CICs are in the 0-5 and 6-20 years category
given their relatively young age as a legal form, registered charities and companies limited
by guarantee are also well represented in these categories. For example, 18 out of the 48
organisations that are in the 0-5 category are CLGs and/or registered charities.
Notwithstanding, age cannot be seen as the only factor contributing to growth. Other
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factors will be uncovered as the rest of the analysis unfolds. Furthermore, rapid growth over
a short period of time does not necessarily lead to sustainable long-term resilience.
We also examined whether the legal form of an organisation is indicative for its
adoption of market mechanisms to finance a social or environmental objective. Table 4
contains the breakdown of organisations in each category. There is however, no statistically
significant difference between an organisation’s legal form and its likelihood to adopt
trading as a mechanism to fund its social purpose.
Table 3 Legal form and growth outlook of trading organisations (Chi-square test)
Growth outlook

Grow significantly
Grow slightly
Remain the same or contract
Total

IPS + CIC +
Other

Legal form
RCh&CLG +
CLG

26
23
5
54

5
26
8
39

Total
RCh+CIO+Gr
with
constitution +
no legal form
6
12
10
28

37
61
23
121

* differences are statistically significant at 0.01 level
Table 4 The relationship between legal form and market mechanisms to finance social goals
Market mechanism
IPS + CIC
No
Yes
Total

21
15
36

Legal form
RCh&CLG +
CLG
29
10
39

Total
RCh+CIO
16
6
22

66
31
97

* differences are not statistically significant
As innovation is often heralded as a driver for growth, we investigated the
relationship between organisations’ anticipated growth and their engagement with
innovation activities over the last three years. Surprisingly, there was no significant
relationship between trading organisations’ innovation activities and their anticipated
growth outlook. We also looked at whether the number of indicated barriers to innovation
has an adverse effect on the expected growth of an organisation. While due to the small
number of cases in the category “no barriers” it was not possible to report a statistically
valid result, the existence of barriers to innovation does not seem to deter organisations
from expecting growth. 27 out of the 32 trading organisations that reported an expected
high growth over the next 12 months face two or more barriers to innovation. Furthermore,
more detailed analysis yielded the following statistically valid but not significant results.
While a lack of finance (118 out of 184 organisations), lack of time (110 out of 184
organisations), lack of qualified personnel (51 out of 184 organisations), and the high
perceived cost of new product development (77 out of 184 organisations) were perceived as
the most significant barriers to innovation, these did not have any statistically significant
effect on organisations’ perceived growth.
However, when we looked at the relationship between an organisation’s legal form
and its likelihood to engage in some sort of innovation, we found the following significant
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relationships. Registered charities and registered charities who are also companies limited
by guarantee are more likely to engage in structural changes and invest in new IT than CICs
and IPSs. This may however be due to the age of the organisations and the external
pressures to engage in trading activities to complement grant and donor funding. The
investment into IT may also be a function of increased external pressures to monitor and
report impact.
In terms of the business model adopted by these trading organisations to deliver
some sort of social or environmental impact, Table 5 provides an overview. The majority of
organisations either offer products and services at a more affordable price or bring goods
and services into communities where they have not been offered before. A large proportion
of surveyed organisations are aiming at making an impact through offering goods and
services that address a need and which are not currently offered by other organisations in
the area. The second largest category of organisations is offering goods and services at a
lower price than their commercial competitors. Business models that are attempting to
create an impact through their business model design (employment, procurement, etc.) are
still in a minority.
Table 5 Types of business models to deliver impact
Business model type
Similar goods and services as competitors, but at a more
affordable price
Product/service contributes to the conservation of the
environment
Sourcing of products from organisations that employ
disadvantaged or marginalised individuals
Linking disadvantaged individuals to opportunities to generate
income
Direct employment of staff from disadvantaged communities
Internal practices and process designed to conserve the
environment
Provide goods/services that address a need in the local
community but are currently not offered by competitors
Other

Number of
organisations
19

Percentage
15.7

5

4.1

1

0.8

8

6.6

7
1

5.8
0.8

51

42.1

26

21.5

4.2 Barriers to success
Key findings






The most important perceived barriers to success are finance and access to grants
and loans, access to markets and sales opportunities, access to volunteers, changed
market conditions, workforce skills, organisation’s approach to business strategy and
planning
However, workforce skills, current approach to strategy and planning, access to
grant and loans, the finance of the organisation, and access to volunteers do not
seem to negatively impact organisations’ expected growth.
Staff capacity issues similarly do not seem to significantly affect anticipated growth
However, the recognition of access to markets and sales opportunities and changed
market conditions as barriers to success seems to have a positive impact on the
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anticipated growth of organisations. This indicates that organisations that recognise
these barriers also developed the capability to tackle them.
Table 6 provides an overview of the perceived barriers to success. The most
significant barrier indicated by organisations is finance and access to grants and loans.
Access to markets and sales opportunities followed by access to volunteers, market
conditions, workforce skills, and the organisation’s current approach to business strategy
and planning were also highly ranked dimensions in terms of importance.
Additional barriers mentioned are: oversupply and duplication of the service in the
area, the reduction in commissioning or restrictions in commissioning services, change in
government policy, the inability of service users to pay for the service, competition from the
commercial sector, reaching service users, and capacity issues (building and planning). We
controlled for differences between traders and non-traders in terms of their perceived
number of barriers or in terms of their perceptions of the individual barriers. However, the
analysis yielded no significant differences, except for the category “access to volunteers”.
Organisations that engage in some sort of trading seem to be less likely to face the barrier of
accessing volunteers.
Table 6 Barriers to success
Barriers to success
Access to markets and sales opportunities
Access to volunteers
The products and services provided
The finance of the organisation
Access to grants and loans
Productivity levels
Local contacts and relationships
Networking with peers
Approach to business strategy and planning
Workforce and skills
Business location and premises
Reputation
Access to transport and connectivity
Access to good quality IT
Market conditions
Other

Number of
organisations
77
65
16
107
95
22
31
18
53
50
28
10
15
38
56
21

Percentage
32.9
27.8
6.8
45.7
40.6
9.4
13.2
7.7
22.6
21.4
12
4.3
6.4
16.2
23.9
9

In the next step we checked whether any of these perceived barriers to success have
a significant impact on the projected future growth of surveyed organisations (the growth
data is only available for trading organisations). The analysis yielded no statistically
significant relationships between workforce skills, current approach to strategy and
planning, access to grant and loans, the finance of the organisation, and access to
volunteers and the likelihood of an organisation’s growth.
At the same time, results show that there is a significant relationship between
changed market conditions, and access to market and sales opportunities and the expected
likelihood to grow. However, contrary to expectations the results show that those
organisations that perceive these barriers are more likely to expect growth than to stagnate
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or contract. This indicates that these organisations are not only aware of these challenges,
but also found a way to overcome them. In line with this finding, results indicate that
organisations that perceive three or more barriers are more likely to expect significant
growth than organisations that perceive no or less than two barriers. This again can be seen
as an indication of the existence of higher order capabilities also called as dynamic
capabilities (cf. Teece 2014). To this end it needs to be noted that research on the validity of
subjective measures of organisational performance conclude that subjective measures are
not less reliable than their objective counterpart (Wall et al. 2004).
When asked whether their current staff capacity is sufficient for the work their
organisation does, 89 out of 204 organisations reported that their capacity is insufficient.
The main consequences of these capacity problems can be seen in Table 7. The most
important impact seems to be the increase in the workload of other employees (33.8%), the
decreased ability to develop further services/ideas (32.5%) and the decreased ability to take
on new work (26.1%). The main reason for insufficient staff capacity seems to be a lack of
resources to hire new staff. However, when we investigated whether staff capacity issues
have a negative impact on anticipated future growth, we did not find such a relationship. On
the contrary, 77.7% of organisations that reported staff capacity issues still expected to
grow over the next 12 months. Furthermore, we did not find any statistically significant
differences between traders and non-traders in terms of their likelihood to report
insufficient staff capacity.
Table 7 Consequences of and reasons for staff capacity issues
Insufficient staff capacity
Consequences (N=115)
Increased time to deliver work
Increased workload for other employees
Increased costs
Decreased income
Decreased quality of delivered work
Decreased ability to take on new work
Decreased ability to develop further services/ideas
Main reasons for insufficient staff capacity (N=115)
Lack of money to hire new staff
Hard to fill vacancies
Forced to make staff redundant

Number of
organisations

Percentage

41
79
26
55
14
61
76

17.5
33.8
11.1
23.5
6
26.1
32.5

94
17
17

40.2
7.3
7.3

4.3 Skills and skills needs
Key findings





Trading organisations are more likely to have staff working in a marketing function,
and have a chief executive and/or function/department heads.
Organisations that have a chief executive and/or function heads are more likely to
expect a positive growth outlook
The majority of organisations indicated the existence of a skills gap. However, there
is no difference between traders and non-traders in terms of their likelihood to
report skills gaps.
Nevertheless, traders are more likely to report health and safety skills needs in
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current staff than non-traders.
In terms of future skills needs, non-traders are more likely to report volunteer
management as a future skills need than traders.
The most important generic management skills needs seem to be strategic planning
and forward thinking followed by monitoring and evaluation, marketing, project
management, negotiation, HR and leadership.
Neither the existence of a skills gap, nor the number of specific skills needs seems to
have a negative impact on organisations expected growth.

Table 8 below provides an overview of the functions organisations in our sample
reported to have. 69.7% and 59.8% of organisations indicated that they have a chief
executive/director and someone in administration respectively. Project management and
finance are also functions that are present in more than 50% of the cases. When controlling
for the impact of trading on the existence of these functions in an organisation, we only
found significant differences with respect to marketing, and the existence of chief
executives and function/department heads. Trading organisations are more likely to have
these functions, although it must be noted that approximately 50% of trading organisations
do not have dedicated function heads and/or marketing personnel. Nevertheless, they are
more likely to have these functions than non-trading organisations. When controlling for the
relationship between these three functions and the expected growth outlook of trading
organisations, the analysis only yielded statistically significant differences with respect to
the existence of a chief executive and function heads. This is may be due to a greater
distance of the chief executives/department heads from day to day operations and the
existence of a strategic direction/vision. Furthermore, dynamic capabilities are generally
developed at managerial level. Non-routine managerial action is one significant type of
dynamic capability (cf. Teece, 2014).
Table 8 The professionalization of organisations
Functions (N=210)
Chief executive/Director
Function head/head of department/team head
Project management
Finance
Human Resources/Personnel
IT Support
Administration
Marketing
Information and/or research and/or policy
Fundraising
Training

Number of
organisations
140
91
140
132
62
67
163
89
57
91
94

Percentage
59.8
38.9
59.8
56.4
26.5
28.6
69.7
38.0
24.4
38.9
40.2

When asked whether any of their staff has any skills requirements to carry out their
role more effectively, 133 out of 197 organisations indicated the existence of a skills gap.
There is no statistically significant difference between traders and non-traders in terms of
their likelihood to report skills gaps in their employees. We also controlled for legal form,
type of business model, and the organisations’ purpose, but found not statistically
significant differences across these groups. Similarly to the results in the previous section,
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we did not find a statistically significant relationship between reported skills gaps and
organisations’ likelihood to expect growth.
The most important consequences of existing skills gaps have been reported to be
the organisation’s decreased ability to develop new product and services (27.8%), an
increased workload for other employees (26.1%) and decreased ability to take on new work
(22.2%). The main reasons for the existence of skills gaps seem to be a lack of funding for
training and development (32.5%) and the lack of time for employees to attend external
training events (30.8%). 17.9% of respondents indicated that certain job requirements are
out of the comfort zone of employees. This means that even if these organisations have the
resources and are able to free up time for these employees, they are either not willing or
not able to attend and complete training activities.
Table 9 Skills gaps
Skills gaps
Consequences (N=132)
Increased time to deliver work
Increased workload for other employees
Increased costs
Decreased income
Decreased quality of delivered work
Decreased ability to take on new work
Decreased ability to develop further services/ideas
Main reasons for skills gaps (N=132)
Lack of funding for training and development
Lack of time available for employees to attend or complete
training
Lack of suitable training available from external providers
Lack of suitable training available internally
They haven’t been in the role long enough
Staff/volunteers find it difficult to keep up with change
Certain job requirements are out of their comfort zone

Number of
organisations

Percentage

42
61
23
32
28
52
65

17.9
26.1
9.8
13.7
12
22.2
27.8

76
72

32.5
30.8

33
25
28
23
42

14.1
10.7
12
9.8
17.9

Table 10 provides an overview of organisations’ main recruitment criteria when
hiring new staff. Out of 199 organisations 4 placed their recruitment emphasis on formal
academic and/or vocational qualifications, 83 on experience and soft skills, and 112 adopted
a holistic approach looking for both formal qualifications and soft skills/experiences. The
recruitment practices of organisations do not have any statistically significant impact on the
likelihood to report skills gaps in current employees. We also did not find any statistical
difference between the number of reported skills needs in current employees and
organisations’ recruitment practices. Out of 172 organisations 35 reported 1-3 skill needs,
47 4-6 skill needs, 44 7-10 skill needs and 46 11+ skill needs. We furthermore explored the
relationships between trade, legal form, business model, and growth on the number of
reported skills needs. However the analysis yielded no statistical differences between these
groups. In terms of specific skill needs in current staff, when we controlled for trade the
analysis only showed a statistically significant difference between traders and non-traders
with regards to health and safety skills. Traders are more likely to report health and safety
skills needs than non-traders. In terms of future skills needs, the only significant difference
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between traders and non-traders was in the category of volunteer management. Nontraders are more likely to report volunteer management as a future skills need than traders.
When we controlled for trading for reported skills needs in job applicants, we did not find
any statistically significant differences between traders and non-traders.
Table 10 Factors organisations looking for in job applicants
Recruitment criteria

Critical

Significant

Basic literacy and numeracy (N=200)
Particular level of achievements of
academic qualifications (N=197)
Relevant NVQ or SVQ (N=191)
Other relevant vocational qualification
(N=188)
Life experience (N=203)
Soft skills/personal characteristics
(N=200)
The right work experience (N=203)

98
19

72
69

Somewhat or not
important
29
107

12
18

50
54

127
111

63
100

107
84

30
16

51

97

53

The most important generic management skills needs seem to be strategic planning
and forward thinking, followed by monitoring and evaluation, marketing (including pricing
and costing products and services), project management, negotiation, fundraising,
monitoring and evaluation, HR (staff and volunteer management) and leadership.
Table 11 The nature of skills needs
Skills needs

Strategic planning and forward thinking
Management of paid staff
Management of volunteers
Project management
Leadership
Negotiating and influencing
Working in partnership with other
organisations
Procurement/contract management
Strategic use of IT
Literacy
Numeracy
Basic computer literacy/IT
Team working
Communication
Health and safety
HR/personnel
Fundraising
Finance
Legal knowledge
Campaigning
Costing and pricing products/services
Product research and development
Marketing

Current staff
(N=172)
103
67
82
75
67
71
60
64
66
19
13
40
37
46
31
37
76
46
38
33
61
39
76
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Job
applicants
(N=83)
28
13
25
28
21
19
25
18
25
20
19
27
28
32
18
15
18
16
11
17
19
16
24

Anticipated future
need
(N=170)
92
42
60
59
44
54
65
67
55
10
9
22
26
38
30
38
73
44
40
32
51
29
58

Monitoring and evaluation
Research

77
39

26
19

53
32

4.4 External training
140 out of 182 organisations indicated that they provided external training for their
employees in the past twelve months. We controlled for trade, business model, and legal
form and there were no statistically significant differences across these groups in terms of
their likelihood to provide external training. The most important reason for not providing
external training to employees seems to be the price of the training followed by a lack of
employee time.
Table 12 Reasons for not providing external training
Reasons (N=42)
Lack of time/inability to release staff
Uncertain of relevance
Training is too expensive
Training on offer is not relevant to our organisation’s needs
Training is not practice-oriented enough
We prefer to train in-house
The quality or standard of available training courses is not
satisfactory
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Number of
organisations
16
1
25
9
5
10
3

Percentage
6.8
0.4
10.7
3.8
2.1
4.3
1.3

5 Qualitative explorations of the interview data
The quantitative data above indicates that organisations that are set up for the sole
purpose of trading are relatively rare among the VCSE in Greater Manchester. Social
enterprise activity is not specifically associated with any particular legal form, but is
something that seems to evolve within existing third sector organisations over time. This
suggests that trading behaviour tends to develop in response to external and internal
pressures. This observation is also corroborated by the interview data. Table 13 below
provides an overview of the interviewed organisations. The interviews with infrastructure
organisations were only used to contextualise our understanding of the third sector. For
that reason they were not included in the table below.
Table 13 Descriptive information of the interviewed organisations
Dimensions
Trading N=33
Yes
No
Legal form
Registered Charity
Registered charity and CLG
Community interest company (CIC)
Group with constitution but not a charity or company
Industrial and provident society
Other (partnerships, self-employed, etc.)
Age
0-5 years
6-20
21=<
Full-time paid staff
0-1
2-3
4-20
20<
N/A
Part-time paid staff
0-1
2-3
4-20
20<
N/A
Volunteers
0
1-3
4-20
20<
N/A

No. of organisations

Percentage

24
9

72.7
27.3

4
16
8
1
3
1

12.1
48.5
24.2
3
9.1
3

12
9
12

36.4
27.3
36.4

7
7
13
1
5

21.2
21.2
39.4
3
15.2

6
5
15
0
7

18.2
15.2
45.5
0
21.2

3
2
11
14
3

9.1
6.1
33.3
42.4
9.1

The following sub-sections will look at the interview data to gain insights into third
sector organisations’ business model components, skills needs, and capabilities. We will first
describe the tensions that are inherent in the VCSE business models we encountered in our
interview sample and then outline the skills issues that emerge from these tensions. In
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section 5.4 we look at the relevance of dynamic capabilities for VCSE organisations and use
a number of case studies to illustrate the role of these capabilities.

5.1 Tensions in VCSE business models
5.1.1 Revenue and External Environment
The interviews revealed a set of organisations that were keenly aware of the rapidly
changing external operating environment, mainly as a result of changes in public sector
funding and service delivery. Austerity measures and increased competition for public
sector and other grant funding mean that most organisations in the interview sample were
looking at ways to diversify their revenue streams, either through diversifying their
fundraising or by developing marketable services. However, there was a strong interest in
trading. There was only one organisation that did not trade and was not thinking about
branching out into trading. The rest of the non-traders fall into this category because they
have not started trading yet, either because they are very young or because they are only at
the beginning of the process of developing a market proposition. Even the CICs in our
sample predominantly started out as grant-funded organisations and saw grant funding as
one element of their fiscal strategy.
Among the organisations that are trading, the clear minority were ones that set out
as a trading organisation, with the majority starting out as grant-funded organisations and
then diversifying into earned income. As a result, the proportion of their revenue that came
from trading was still quite small in most cases. However, most of the interviewed
organisations were developing strategies for increasing trading revenue. The qualitative
data therefore suggests that regardless of legal form, organisations’ revenue sources include
a mix of public sector contracts, sub-contracts, grants, direct payments from those receiving
the product or service, as well as indirect payments on behalf of service users.
There still appears to be an overreliance on public sector funding, either in the form
of contracts or indirect payments via service users’ housing benefits or personal budgets.
Some of the CICs in our sample started out as a public sector spin-out, the implication of
which is that they also remain relatively vested in the idea of public sector funding in the
shape of contracts and/or indirect payments from personal budgets. Not surprisingly, most
of the organisations are more or less dependent on the changing political environment and
the policy changes that arise as a result. Almost all organisations in our sample had gone
through a process of business reorganisation and cultural transformation in response to
these changes. Apart from the radical changes that recent elections have brought,
organisations whose area of work is related to health, social care and housing are by
definition more affected than others by policy changes in these areas.
This suggests that a key skill for organisations in our sample is related to acute
awareness of the external operating environment with regard to policy developments, as
these have an impact on the market that these organisations operate in. The organisations
we interviewed also had to be skilled in navigating an array of different funding
environments with the concomitant financial skills to manage the revenue from these
different funding sources.
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5.1.2 Clients vs. Constituencies
This complexity is exacerbated by the duality between clients and constituencies.
Rather than having to satisfy the demands of a certain market segment or a certain type of
customer, the VCSE organisations we spoke to have to manage relations with those who
directly use their services and products, but also with those who pay for the provision of
these services and products. This puts a premium on communication skills across the
spectrum of business functions. At one end of the spectrum the organisation has to appeal
to and communicate with service users; at the other end of the spectrum staff may be in
conversations with high-powered commissioners and funders. Clearly, each of these would
require different communication skills, but the smaller the organisation the more likely it is
that these tasks will be performed by the same person.
At present many of the organisations do not have a problem with attracting service
users as such, because they often have referral arrangements in place that secure a steady
flow of service users into the service. But with the heightened focus on trading, a key theme
raised by our interviewees was how to manage the transition from a service that is free at
the point of delivery to one that is charged for. Notably, this was not only a problem for
selling services to service users, but also when developing other markets, such as business
to business provision.
“Because if you go along to, say, a care home and say you need to buy this
particular service, they look at you as if you're crazy. They say, why do I need
to buy that, we get it free from the local authority. Not any more they don't,
you know, that's all stopped a couple of years ago. If you want that now and
you want to take advantage, you've got to pay yourself. And they said, oh, I
don't think so.”
Initially, this appears to be a communication problem. An appreciation has to be
created that services were actually never free, but were paid for by a third party who is not
the service user. Transitioning to a system where the service is no longer paid for by the
third party creates a two-fold problem. On the one hand, service users may not actually be
able to pay. On the other, they may not be willing to pay. In the first case, organisations
have to find ways of cross-subsidising service delivery for those who are unable to pay. In
the second case, marketing and sales efforts have to be stepped up. In addition to both,
there is a need for targeting prospective clients that may be able and willing to pay and may
access the service for different reasons than the referred clients. There is also a need for
developing products specifically in view of selling. However, doing all this without losing
sight of an organisation’s core values and mission is a challenge.
“For us, there’s an importance that our services do link back to a purpose, our
constitution, our strategic objectives. We’re not just here to see money, and
go out to get it, to deliver a car wash service or something like that. It has to
be something that benefits [our constituency] at the end of the day, even if
it’s by a surplus being delivered, that then comes back into [the borough] and
we reinvest that, we’re not here to wash cars.”
Although the transition from a free to a paid service generally seems to be a
challenge, organisations that started with the intention to sell their services may be affected
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to a lesser extent. For example, the CEO of an organisation that provides leisure activities
and other support for older people commented on how it appeared to be an advantage to
charge older people both for membership and the service itself:
“We have empirical evidence that if people pay for it, it's more of value. The
bizarre thing with this is that it's hardly ever [the case that] anybody who
becomes a member has an issue with paying a membership fee. It's people
from the outside looking in that suggest that people would have an issue with
it. So the hardest people to convince are those who would never be a
member, they don't hit the age criteria, but they've made an assumption, and
it's almost patronising, that an older person will not part with their
membership fee and it's wrong almost to ask them.”
This organisation, which started out with a charging model at its core, has seen the
benefit of charging in terms of service users being more committed and taking more
ownership of the service. It needs to be noted that this organisation has used partnership
arrangements to obtain funding on a case-by-case basis to enable individuals to access the
service who are genuinely unable to pay. However, it is also clear that this model would not
necessarily work for all service types. It seems that charging will be easier for organisations
that have a service that clients see as being of value to them and would actively seek it out
rather than being referred to it. For example, families with complex needs who have been
referred to mediation services are difficult to entice to engage in the service. Asking them to
pay for it would make their participation even less likely. Therefore, organisations need the
ability to distinguish between products and services that are potentially marketable and
those that are not.
5.1.3 Key Activities and Value Proposition
Key for any marketing effort is to understand one’s unique selling proposition (USP)
that is based on knowledge of the market, competitors’ offer, and awareness of the
organisation’s own strengths. The organisations we spoke to generally appeared to have
excellent awareness of the market they are operating in. They knew what other
organisations in the market are offering and how their own offer is distinct from that. In
most cases, the value proposition was based on a people-centred approach to working with
clients. Although this constitutes a selling point, it also raises issues in terms of meeting
targets. Like many organisations in the VCSE those in our sample provide services to some of
the most vulnerable people in society, which means that any kind of progress takes longer
and is more incremental than many customers or funders are willing to accept, which will in
turn impact on an organisation’s ability to attract resources, unless the organisation is good
at negotiating:
We're under some pressure now with that contract because we haven’t
generated many job outcomes. But my argument back to the [commissioner]
is that it is because we're working with people in a very particular category
and it's unfair of us to turn them away.
The second element of many organisations’ value proposition was the fact that
current and former users are involved in informing the work of these organisations, as
board members, volunteers and, in some cases, staff. Therefore, organisations can pride
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themselves on providing opportunities for their client group, as well as being in touch with
what is needed in the market. Yet, involving service users in this way can also become a
liability when it comes to keeping up with changing market conditions, introducing new
ways of working as well as new products. A large proportion of the interviewed
organisations reported resistance to change as a result of service user involvement on their
board. This indicates skills needs regarding board management and relations.
There are difficulties and problems in terms of the Board. Being a user-led
organisation, everybody on our Board is a mental health service user, which
is…. But when you consider the skills and assets of the Board, would you want
them as a Board of a commercial organisation? I bloody wouldn't. Well,
they're a nightmare.
Interestingly, the interviewed organisations did not seem to have fully
communicated their social USP. Especially the ones that succeeded in generating income
from trade concentrated on advertising the product/service that was for sale, rather than
the fact that revenue from this trade sustains a social purpose. This was contrary to
expectations as a social purpose is often seen as appealing to some customer segments
even if not to all. For example, a café that provides work experience for people with mental
health problems saw its USP as the fact that it offers hot meals, when most of its
competitors do not. It specifically rejected the idea that any potential customers might
frequent the café or use its services specifically because of its social purpose. An interviewee
from another organisation that operates a shop and café in which it employs service users
referred to the fact that the organisation’s social purpose is almost hidden, rather than
being used as a selling point:
A lot of people who’d been coming into the shop, coming into the café, buying
stuff, hadn’t the first clue what [our organisation] was about. They hadn’t
realised that the guy serving them their coffee used to be street homeless but
is now a worker, and these other people buzzing around were former
homeless people. They didn’t know anything about our solidarity programmes
and things that as a community we were doing for other people, and it’s
because we haven’t told them.
It appears that VCSE organisation’s person-centredness and sensitivity to and
involvement of service users is an integral part of their value proposition and therefore
extremely important. However, at the same times this creates tensions with regard to
efficiency and flexibility. Furthermore, in order to make the most of their USP in this regard,
organisations should evaluate how to communicate these dimensions in order to attract
resources from those who value them.
5.1.4 Key Resources
Apart from the organisations that own a building, in our sample the key resource for
delivering value is staff. As indicated in the previous section, the main value proposition of
these organisations tends to be their person-centred approach. This is generally reflected in
organisations’ attitudes to staff recruitment and development. With few exceptions, most
interviewees emphasised the critical importance of staff sharing the values and ethos of the
organisation. When recruiting new staff, organisations tend to look for soft skills and the
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right value base, rather than formal qualifications. The argument tends to be that additional
skills that are needed for the job role can be acquired through formal and on-the-job
training. It appears that the case organisations bring to their recruitment practices the same
ethos that characterises their service delivery.
So we’ve gone from just being a business that focuses on those three services
of advocacy, brokerage and information, to delivering a whole range of other
things as well, to a much wider group of individuals and organisations. And I
think that’s come about … through my personal style and drive, in terms of
leading the organisation but also an approach that enables people to step up
and gain new skills and gain confidence that they can do things well, and sort
of push people out, not to the limit of their experience, but be supportive of
them whilst it happens.
Although qualifications are not overly emphasised in VCSE recruitment where not
absolutely necessary, the national data indicates that VCSE staff members tend to have
adequate qualifications and the majority of organisations that participated in this study had
staff whose highest qualifications exceeded the skills level needed to perform their job. This
seems to be more the case in this sector than in the private sector. The data also indicates
that working in the voluntary sector is demanding. Organisations tend to rely on the
flexibility of their staff members when it comes to the range of tasks they are expected to
perform. From the interview data it appears that very few employees in small to mediumsize VCSE organisations have the luxury of carrying out one role only and this typically also
includes CEOs and directors.
“Time is really a major issue, I think, because we’re open ten ‘til four. It
doesn’t matter how much you might want to get on and plan your work or do
your paperwork, you’ve got in your mind I’ve got all these people to phone or
grant applications. When the needs of the people are drawing you, it is hard
because you want to be out there helping them.”
Volunteers constitute another key resource, although they were not often explicitly
highlighted as resources. However, a large proportion of interviewees commented on the
fact that managing volunteers is very different from managing staff. Importantly, they
reported that volunteers are only suitable for very specific roles, rather than for ordinary
day-to-day operational functions. Although there were organisations that relied on
volunteers for core functions, these tended to be those that were mainly volunteer-run.
Non-volunteer-run organisations pointed out that there is a need to clearly delineate
volunteer roles.
“We used to have volunteers running our reception for us, but I realised that
didn’t work terribly well, because different people volunteered at different
times, and the thing with people with physical impairments is that if they’re
unwell, they’re unwell, and they need to focus on getting well. So actually
that didn’t work terribly well, and we reached a point where we didn’t have a
ready pool of volunteers that could be readily accessible. So we’ve developed
specific roles around particular things, and that seems to work much better
for us.”
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Organisations have to deploy management capacity in some shape or form to
manage these volunteers, which can sometimes be challenging. It turns out that
organisations could use some support in volunteer management and in devising roles for
their volunteers. There also appears to be a fair degree of confusion between pure
volunteers and individuals that are referred by the Job Centre and/or through the Work
Programme. There is a widespread view that due to the policy emphasis on volunteering
organisations are currently flooded with volunteers. It is true for organisations in our sample
that they tended to have a steady supply of volunteers and did not rely on formal
recruitment into volunteer roles. Yet, this was due to the relationships they maintained with
the communities they served, rather than the influence of any given policy agenda. What
organisations did comment on, however, was the fact that the volunteer pool has changed
to include many people who have support needs, as a direct result of government policies.
In some cases, this has resulted in organisations shying away from recruiting through
volunteer centres, as these are the most likely source of volunteers that have been referred
by other agencies.
One of the features about the current volunteering scene is that the CVS runs
a volunteer bureau and what-have-you, and some people are signed up to be
volunteers with that bureau because of personal needs and problems that
they’ve got. And XY [our manager], he says, look, I can’t use volunteers who
are needier than the [service users], not until the [organisation] is bigger and
a good deal more mature than it is at the moment.
At the core of involving those with support needs as volunteers and/or staff is the
need to balance the requirements of the business with the social purpose and this illustrates
one of many challenges that arise from this difficult balancing act. This is reflected in
participants’ uneasiness with having difficult conversations with staff about performance
and/or other management issues. As the quantitative findings showed, certain job
requirements being out of staff members’ comfort zone was an important reason for skills
gaps, which also supports this observation. The following quote illustrates how this can
occasionally change an organisation’s approach significantly:
“At one point, we used things like Customer Relationship Management
software to look at how we used our data but I realised that not my entire
team was engaging in that, so it was a cost that we could ill afford.”
5.1.5 Cost Structure
The interviewed organisations’ main source of spending is the salary of staff
members. This supports the above finding of staff being considered as the key resource that
enables them to deliver value to their constituencies/customers. However, retaining and
hiring staff appears to be a constant struggle resulting from time-limited funding and an
insufficient ability to generate income that can be used across organisational functions. The
fact that most organisations in our sample are still more or less grant-dependent manifests
in a limited ability to take on staff outside of immediate project delivery. In any case, the
constraints generated by grant funding put significant demands on organisations’ financial
management. They struggle with channelling grant funding in ways that contribute to
sustainable organisational resilience, rather than to short-term growth followed by
contraction upon the end of the funding period.
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The following quote illustrates the challenges of making ends meet when operating
with a patchwork of funding flows:
So it was partly losing those staff, based around the lack of any long term
funding being in place, and partly the difficulties we then had in finding
similar and suitable staff to replace them. And it took us the best part of a
year really to find the appropriate people. So all of a sudden, we had this big
contract in place and no real staff to deliver it. Which meant we got off to
quite a slow start on a couple of those contracts and we've been playing
catch-up to some degree ever since on both of them. And if we'd had those
two individuals in place, I'm sure we'd have actually generated more income
over the last two years than we have done.
Contract-funding, too, has inherent risks for the organisations involved. In some
cases, risk was shifted towards the organisations, because it remained unclear how many
referrals might be coming through at any given time. In most cases, the only way
organisations could cope with this unpredictability was by cross-subsidising this provision
from other sources. Some organisations were involved in sub-contracting arrangements that
proved a drain on management staff capacity and less profitable than hoped. Yet others had
entered Payment by Results contracts and were at risk of not generating enough revenue to
cover their cost if their targets were not met. Moreover, there is a fair number of
organisations in our sample that provided services to clients referred from the local
authority without compensation from this “customer.” In all of these cases, grant funding
pays for the service delivery that the local authority obtains free of charge. However, for the
organisations in question this often means that they remain constrained in their ability to
grow and develop further.
Against this backdrop directly charging for services has clearly become more and
more attractive among our interviewees. However, this comes with its own attendant
difficulties. As mentioned above, the difficulties of managing a transition from freely
available to charged services are considerable and for some, this transition might not be
feasible or desirable, depending on the nature of the service and constituency in question.
Once an organisation does opt for charging for certain or all services it needs to
decide on a price structure which is a skill that is still undersupplied in the VCSE
organisations we spoke to. Many interviewees also commented on the difference between
costing and pricing services. While the former captures the actual cost of service delivery,
the latter is directed at stipulating a price that the market is actually willing to pay. Because
of the nature of organisations’ value proposition, pricing products and services will always
be a challenge, because it is through that process that the resource-intensive nature of
much of VCSE work becomes apparent. Therefore, it is likely that any effort to price
products and services will have to be accompanied by marketing materials that clearly
communicate the value to prospective customers.
5.1.6 Networks and key partners
Networking provided organisations with information about opportunities, informal
support and advice and allowed them to develop partnerships with other organisations. As a
result, networking was part and parcel of organisations’ work and was considered very
useful and important. Where capacity issues made staff and volunteers unable to
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participate in networking opportunities, this was seen as a serious problem. The VCSE
organisations in our interview sample were involved in a variety of networks, both local and
national. In most cases, they were involved in the most important third sector networks in
their locality, as well as networks of organisations with a similar area of work. At a national
level, organisations were often affiliated with an umbrella organisation, which in turn gave
them access to national support networks.
Interestingly, the majority of the organisations we interviewed appeared to move
comfortably in third sector and public sector networks, however, when it came to private
sector networks, there was less evidence of organisations participating in these. There were
only a few organisations that saw networking with the private sector as relevant. These
organisations commented on how private sector networks provided them with inspiration;
helped them understand and address business issues within their own organisation; and are
a source of professional business support. Not surprisingly, these were often the
organisations that perceived themselves as businesses and had a strong ethos of wanting to
grow their trading activities.
A fair number of trading organisations had embraced the label of social enterprise
and commented on how neither third nor private sector networks were entirely appropriate
for their needs. They were, therefore perceiving themselves as operating in a grey area
where affiliation to networks and sourcing adequate support was elusive business.

5.2 Emerging Skills Issues
As we have seen above, a number of skills needs emerge in relationship to an
environment in which VCSE organisations increasingly are forced to trade and are therefore
becoming subject to the need to grow as businesses. For an alphabetical list of skills and
support needs that came out of the interviews, please refer to the appendix.
5.2.1 Communication
Communication skills are crucial for VCSE organisations’ success. This includes
communicating to and managing relationships with funders, stakeholders, service users and
policy makers, as a direct result of having to navigate a variety of different funding
mechanisms and as a prerequisite for staying abreast of policy and other external
developments. Negotiation skills are part of this, as organisations have to balance their own
interests with those of funders and service users. Also, organisations are doing much work
that is of value to statutory agencies without ever receiving any compensation. Negotiation
skills would appear crucial for maximising organisations’ ability to fund their activities.
5.2.2 Finance
In light of the diversity of funding arrangements and the limitations on trading
created by the nature of service delivery and service users, financial management has to
have the ability to handle extreme complexity in the interest of overall organisational
sustainability. Organisations’ survival is dependent on identifying synergies between grantfunded and other types of services, as well as on developing mechanisms of crosssubsidisation to sustain services that do not readily attract resources. This does not only
involve costing services and products to understand the resource implications of delivering
these, but it also means pricing products and services in a way that ensures sufficient
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demand, but also sufficient income to help sustain organisations’ overall operations. Risk
analysis and management are particularly important for organisations that are entering into
contracting or sub-contracting arrangements, as many of these appear to shift the risk to
the service provider.
5.2.3 Product and Service Development
Ideally, product and service development should arise directly from VCSE
organisations’ mission. However, with a heightened emphasis on the need to trade, this
may not always be realistic. Organisations therefore need to distinguish between products
and services that align with their mission and those that are potential income generators to
fund the social mission. Just as importantly, organisations need the ability to distinguish
between marketable and non-marketable products and services and where the
organisational balance is between trading and other forms of income generation.
5.2.4 Sales and Marketing
Sales and marketing tends to be outside VCSE’s comfort zone, but mastering this skill
is essential in this new climate. Sales and marketing is essentially the articulation of a
product or service’s value and can take different shapes, depending on the target audience.
For funders, monitoring and evaluation can be seen as a form of marketing, but direct
marketing to service users would clearly need to emphasise the benefits from the
perspective of users.
In light of the fact that some of the service users VCSE organisations deal with are
unlikely to purchase services directly, identifying other market segments with whom trading
may be possible is crucial for VCSE organisations’ sustainability. In order for these to be
successful, organisations first need a clear understanding of the market and how the
organisation’s offer (USP) is different or complementary from that of other providers.
5.2.5 General Management
VCSE organisations have different levels of professionalisation. It must be noted that
professionalisation as such is not a goal in itself. Many organisations in the sector prefer to
remain non-professional. The key management skill needed appears to be the identification
of processes and procedures that facilitate service delivery and at the same time align with
the organisation’s ethos and size. As mentioned above, most organisations’ key resource is
staff, whether as volunteers, paid staff or board members. As such, people management
skills are crucial, with a particular focus on individuals with support needs. Different skills
are needed for the management of staff than for the management of volunteers and the
strength of either group’s potential contribution to an organisation is different.
Concomitantly, organisations need to identify specific roles where volunteers can add value
without replacing functions potentially to be covered by staff. Boards are not only a
governance requirement, but can also be an important source of guidance and support. The
prerequisite for this is that the organisation has the skill to attract board members with the
right skills and that organisations’ leadership has skills in board management and relations.
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5.3 Attitudes to Training
As we have seen, many organisations are constrained in their ability to hire new
staff. Therefore, training appears to be very important in ensuring that organisations can
deploy existing staff to address changing situations.
Attitudes to training among our sample organisations were relatively positive,
echoing the quantitative finding that most organisations had offered external training to
their staff/volunteers (140 out of 182 organisations). However, many of our interviewees
also commented on the fact that training is only a small part of staff development, with onthe-job-training and informal support mechanisms in the form of networking being equally
important, if not more important.
Consequently, many noted that rather than training, they would value ongoing
support that they can tap into whenever needed. Especially those new to trading pointed
out that support needs are so unpredictable and training is offered so irregularly that they
often find themselves unsupported at critical times. It also seems that organisations have to
dedicate staff resources simply to locate suitable training only to find that the training is not
exactly what was needed in the first place.
In addition, there was a strong inclination to prioritise low-cost or free training. Many
organisations reported having to resort to free training, but there were also those that said
their main criterion was not price but relevance. Some organisations spoke about a culture
within the VCSE to skimp on things like training, rather than seeing it as an important
investment that can really aid organisational development.

5.4 The relevance of dynamic capabilities for third sector organisations
While most of the academic literature on dynamic capabilities is related to
commercial enterprises, they are highly relevant for third sector organisations as well. This
section will draw on the interview data to demonstrate this point.
According to Teece (2014), dynamic capabilities can be broken down into three
broad categories 1) sensing (identification, development, co-development, and assessment
of opportunities with regards to customer/service user needs); 2) seizing (mobilising the
resources necessary to address the identified opportunities and needs and to capture value
from those activities); 3) transforming (continued renewal) (ibid: 332). Ordinary capabilities,
on the other hand generally comprise routines and processes in the core business functions
of operations, administration, and governance (ibid: 331). As delineated in the literature
review section, ordinary capabilities go beyond single skills and competencies. They are
developed through the interplay of skilled personnel; organisational resources; codified
knowledge such as manuals, job descriptions, spreadsheets, decision support systems and
other knowledge resources; and the administrative coordination necessary to perform a
task (ibid: 330). While the knowledge behind ordinary capabilities can be bought in, dynamic
capabilities are more or less path-dependent and are shaped by the organisation’s (and/or
the decision-makers’) history and experiences.
Teece (2014) proposes that under certain circumstances organisations can be
successful without the existence of dynamic capabilities if they are able to build a sufficient
level of ordinary capabilities. However, it is unlikely that organisations can survive and grow
in the long-term without dynamic capabilities and an appropriate level of supporting
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ordinary capabilities. Table 14 provides an overview of the interviewed organisations in
terms of dynamic capabilities, ordinary capabilities, and anticipated growth.
Table 14 Dynamic and ordinary capabilities and organisational growth

Growth
Significant growth
Slight growth
No growth or contraction

Dynamic
capabilities
no
Yes
0
10
4
12
5
2

No
0
0
4

Ordinary
Capabilities
Some
4
12
3

yes
6
4
0

Although no statistical analysis was possible due to the small number of cases, the
distribution of organisations across the categories indicates that Teece’s (2014) dynamic
capability framework is highly relevant for third sector organisations. Those organisations
who do not possess any dynamic capabilities show stagnation and/or contraction. In
contrast, all organisations that expect to grow significantly possess dynamic capabilities and
at least some level of supporting ordinary capabilities. However, as mentioned above the
existence of dynamic capabilities alone is not enough to generate resilience. Dynamic
capabilities need to be supplemented by a sufficient level of supporting ordinary
capabilities. In the remainder of this section we will provide more in-depth insights into
some of the scenarios from Table 14.
Please note that identifying features of the organisations in the case studies below
have been altered to preserve anonymity. Therefore the case studies should not be read as
case studies of specific organisations, but as examples for types of situations that
organisations in the VCSE can find themselves in with regard to dynamic capabilities and
growth prospects.
5.4.1 Dynamic capabilities but no growth
As can be seen from Table 14, there are two organisations in the interview sample
that possess dynamic capabilities but are expecting to stay the same or even contract. Both
organisations are long-standing entities that have experienced much management
continuity, combined with a fairly organic evolution in response to changes in need and
demand over the years. Both organisations are headed by individuals with a powerful vision
and strong ethos of community service. As user-led organisations their strength is direct
access to intelligence about what users want, which in turn helps to inform service and
product development. Both CEOs are involved with networks of peers and policymakers to
stay abreast of changes in the external operating environment and are successfully working
in partnership with other organisations to supplement the offer to their service users.
Organisation 1
Case study organisation 1 is a community centre that is predominantly grant-funded,
but is under pressure to generate more income through trade as a result of funding
reductions, combined with increased operating costs. Sources of income are room hire and
subscriptions, but these have not been priced to generate sufficient revenue for making up
the funding shortfall. Organisation 1 has an insufficient stock of ordinary capabilities
resulting from capacity issues. As most of the staff are involved in direct service delivery, the
day-to-day operations are largely fulfilled by the CEO who is also the only full-time
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employee. Some of the bottlenecks that result from this have been circumvented by
drawing on an extensive network of connections and buying in support services at a reduced
fee or securing them for free. However, this is unreliable as it is dependent on people’s
availability and goodwill. For example, one of the organisation’s main grants was secured
through volunteer input, but this is not sustainable going forward because of the volunteer’s
lack of availability. Organisation 1 has used its good relationship with its constituency to
generate ideas for innovation that also holds potential for commercial exploitation and
trade. However, this potential has not been realised in the absence of the ability to market
and operate these innovative features. In conclusion, Organisation 1 is lacking the ordinary
capabilities to get the most out of the opportunities identified as a result of its sensing
capability. It is furthermore lacking the two other types of dynamic capabilities that are
necessary to exploit the identified opportunities; namely, seizing and transforming
capabilities.
Organisation 2
Organisation 2 is a day centre that is mainly funded by payments from users’
personal budgets. The main day centre service is popular and people are increasingly selfreferring, rather than being directed to the centre by social care agencies. The price of
membership in the day service appears to be sufficient to operate the service. Additional
services are either fully or partially grant-funded or delivered by partner organisations. The
organisation also gets some income through room hire and delivering training, but neither
of these is commercially marketed in order not to distract from the organisation’s main
mission. The organisation has secured grant funding, which will allow it to develop strands
of work that have been an idea for many years. The CEO commented on having applied for
this time-limited funding as a last resort, in light of cuts in other grant funding. The
organisation has a long-term strategy, which has purposefully been aligned to a government
strategy and has a strong ethos inspired by social transformation. The organisation took a
service delivery model that was seen as largely outmoded by policymakers – the day centre
– and turned it into a provision that is viable in the present. This was a direct response to
market demand, which proved that service users still stood to benefit from this model of
service delivery.
However, at the core of the transformed model is the vision of the service user as an
active citizen who is empowered to make decisions rather than being a passive recipient of
services. It is here where the organisation appears to be in slight disconnect with its
constituency. They have much influence over the operation of the service through
membership committees that are associated with each of the organisation’s projects. This is
a useful mechanism to ensure that the organisation stays in touch with market demands. On
the other hand, reportedly it often hampers the organisation’s ability to change and to fulfil
its vision of increased service user independence, as this is something that users are not
necessarily interested in. This appears to be a situation where tried and tested means
become so embedded in the organisation that there is resistance to change. Therefore,
despite the fact that this organisation has been on the forefront of many of the
transformations in the field of health and social care, it is now threatened if it is not able to
develop its seizing and transforming capabilities.
The organisation also has a philosophy of recruiting staff that emphasises nonprofessional skills, based on a belief that it is the soft skills that cannot be achieved through
training which are essential to working with service users. Although this is explicitly
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embraced by the organisational leadership, it also means that day-to-day management of
the staff is often problematic and certain requirements remain outside of staff members’
comfort zone. The organisation’s staff capacity is mainly directed at service delivery, rather
than at management tasks. At the same time, the organisation’s director considers his own
skill set to be strongest in communication, rather than business planning and is heavily
involved in day-to-day operational issues at the expense of being able to focus on more
strategic aims. This combination of hard-to-manage staff and lack of business skills and
capacity indicates that the organisation’s sensing dynamic capability is hamstrung by an
insufficient amount of ordinary capabilities that would support the development of the
other two dynamic capabilities. Furthermore it seems that the organisation’s ability to
change and develop itself is hampered by the very elements that are the source of its
sensing capability; that is, service user involvement and recruitment practices.
As the examples above of two organisations with some dynamic capabilities but no
growth perspective have demonstrated, a sufficient degree of ordinary capabilities has to be
in place in order to be able to capitalise on identified opportunities. This provides a
potential explanation for the finding emerging from the survey that innovation did not have
a significant impact on growth. Unless it is underpinned by the capability to seize the
opportunity and continuously transform the organisation in accordance with environmental
changes as well as by a sufficient amount of ordinary capabilities to carry out tasks, the
presence of innovation will not be sufficient to achieve growth and sustainable resilience. As
in both case organisations many VCSE organisations have sub-sets of dynamic capabilities,
but do not have all the dynamic capabilities that would be needed to progress.
5.4.2 Dynamic capability and growth
The rest of our sample organisations that possessed dynamic capabilities were
expecting either significant (9) or slight (12) growth in the future. The following two case
studies will explore one of each of these categories.
Organisation 3
Organisation 3 has managed to keep growing despite the recession and is expecting
significant growth in the future. It has seen demand for its services increase drastically
within this period as a result of public sector cuts. Throughout its history, the organisation
has used market awareness and feedback from existing service delivery to adapt and
diversify its offer while still staying close to its mission. Services now include those for a
range of different client groups, including paying clients, as well as professional training
provision and outreach services. Despite its diversification, the organisation is aware where
its strengths lie, compared to other providers whose services might be useful for its clients.
The organisation’s starting point in designing services that reach potential service users is
developing an understanding of the target group and its needs and the barriers they might
encounter in accessing the service. Based on this the right conditions are then created to
reflect the needs of this client group. Building relationships with referrers have also been
crucial to ensure that there is awareness of the service and that problems slowing down the
volume of referrals can be addressed. Originally dependent on one funding source, the
organisation has followed a strategy of diversifying funding to include other grants,
contractual income and earned income. Two products were designed exclusively for
generating earned income. This proved to be a learning curve, as the organisation noticed
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that with selling services to individuals it was not possible to follow the same marketing
strategy that had been successful for charitable “free” services. Rather than relying on
referrals the organisation realised that it had to find a way of accessing new clients, who
were able and willing to pay for the service. In addition, some experimentation with
different prices was required in order to find the price level that was right for generating
sufficient demand. To sum up, organisation 3 does not only possess the dynamic capabilities
that are necessary to respond to changed market conditions and identify new opportunities,
but also has a sufficient level of supporting ordinary capabilities that enable the organisation
to deliver a high quality service in a continuous manner. In addition, the organisation also
demonstrates the ability to identify and alleviate its organisational internal constraints
(Goldratt 2010; Sinkovics 2013) that can be seen as a transforming dynamic capability. This
case illustrates the importance of ongoing learning on both firm and market level.
Organisations 4
Organisation 4 specialises in education and training. Having originally grown out of a
small local project, the organisation has expanded its offer over time in response to
changing demands and is now a regional organisation mainly funded by contractual work. At
the time of the interview the organisation seemed to be at another cross-roads, generated
by the realisation that delivering contracts has become too tedious and potentially
unprofitable. With plans to break away from a dominant parent organisation, and to
strengthen community development activities, organisation 4 seemed set to embark on
major change. The sheer size of contracts in the realm of education has meant that
organisation 4 has lost important elements of its funding and has had to sub-contract with
the main providers. Although many of the prime contractors that the organisation deals
with are rather supportive of the bespoke but work-intensive provision organisation 4 has to
offer, there is a certain pressure on the organisation to change its way of working. At
present it is able to stave off this pressure by highlighting that it mainly works with the longterm unemployed, a segment that other providers are avoiding for fear of not reaching their
targets. However, the cost to stay abreast of prime contractors in order to enter the supply
chain is too high. Similarly, being accountable to a number of prime contractors, rather than
a single agency is creating a strain on management capacity.
Organisation 4 is also competing with more powerful providers for qualified staff.
Similar to many VCSE organisations, it emphasises values and attitude when recruiting, but
is also dependent on staff having the necessary qualifications. The organisation has
therefore adopted a policy of holding on to staff as much as possible even if their posts are
funded by project funding that has come to an end. They deploy staff where possible and
then redeploy them when money comes in. They also try to draw on staff’s secondary skills,
i.e. additional skill sets that are not necessarily required for their main role in the
organisation. This strategy has enabled the organisation to secure important ordinary
capabilities in the areas of marketing, IT and training management. Most of the training that
the organisation provides is free at the point of delivery and therefore indirectly funded by a
third party. It is now branching out into paid provision for individual clients. The
organisation also rents out rooms, has a café and charges fees for occasional staff
consultancy. Therefore, most of the areas where trade occurs can be seen as quite
incidental to the organisation’s main remit. As a result of losing its status as a prime
contractor, the organisation has been operating on a slight deficit. Despite plenty of ideas
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for projects and services, managerial capacity is too tied up in contract management and
monitoring to develop these ideas and secure the necessary funding to take them forward.
It appears that this organisation has put measures in place to retain ordinary
capabilities in-house that will allow it to tackle the necessary changes it has identified.
However, the fact that much of this capability is tied up in unprofitable contracts at the
moment, means that growth will be slight at best.
5.4.3 No dynamic capabilities and slight growth
There are also four organisations in our interview sample that do not possess any
dynamic capabilities but are still expecting slight growth. An example of these organisations
is organisation 5.
Organisation 5
Organisation 5 provides work-based skills training for people with learning
disabilities. The organisation operates a café, a catering service and an IT service. It provides
supported work experience to its clients in these areas. Furthermore, all three services are
used to generate more than half of its income. Less than half comes through a core grant.
Despite this funding mix, the core grant is as essential for running the service as the other
revenue. If organisation 5 lost the core grant and had to generate all its income through
trade, it would be impossible to maintain the support for its vulnerable clients. All the
efforts would need to be focused on increasing the income from the commercial ventures.
However, the generated income is vital to keep the service going. The core grant is not
sufficient to address the actual demand which is generated by referrals from statutory
agencies, including those that do not fund the organisation. A dip in revenue that the
organisation attributes to the recession has led to the need to make one of the professional
café staff redundant, increasing the reliance on service users (as volunteers) and other
volunteers in the running of the café and the catering. As a result the CEO has become more
involved in the day-to-day work to bridge the gap and also to fill in for sickness absences.
The workload has constrained capacity for networking and forging new partnerships, as well
as sales. Although the organisation has become cautious about advertising for fear of
creating demand that would exceed capacity, it is expecting trading income to get back up
to pre-recession levels. The recent increase in customers over the past couple of months is
partially a result of the closure of similar cafes in the area. This case illustrates that it is
possible to keep an organisation afloat with a few very committed individuals who are
willing to go above and beyond their role to tide things over. However, this is unlikely to
sustain future growth in the long term or address the main difficulty of reconciling the need
to generate income and a social mission.
5.4.4 No dynamic capabilities no growth
There are three organisations in our sample without growth perspective and without
dynamic capabilities. One of them is a very traditional longstanding organisation that is
struggling to get commitment from the young generation. The other is a community shares
offer-based renewable energy scheme that is financially very sound but struggling with
managing the transition from setting up the organisation to growing and developing further.
The third organisation is a community interest company (CIC) that was set up three years
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ago and is coming to the end of its start-up funding from the Big Lottery. The following case
study is going to focus on this organisation.
Organisation 6
Organisation 6 was set up by a former local authority worker. The service provided
by the CIC is a similar service that the worker was involved in prior to redundancy: providing
services to individuals with complex needs. Therefore, the founder of the CIC was able to
draw on her existing expertise, as well as referrals from the council. In addition, the
founders’ ability to secure three-year grant funding meant that the CIC very much hit the
ground running. However, this has come at a high price for the entrepreneur, because it
resulted in a tough workload to handle for one individual with just a few hours of
administrative support. Providing the service to those referred from statutory agencies is
not generating any income, but is solely funded through the grant. Additionally, it appears
that some of the referrals are those with high needs and therefore more labour intensive
and less likely to achieve the outcomes many stakeholders, such as schools, would like to
see. It appears that some negotiating with the referral agencies would be useful. In this
situation extra staff capacity can only be created by securing additional grants, but usually,
grants are tied to specific pieces of work in service delivery, rather than creating additional
staff capacity in aspects of business administration. At the time of the interview the CIC’s
founder was anxious about meeting the targets she had set herself in the bid, but saw no
way of increasing her case load. She was about to employ five volunteers to take off the
pressure and help out with the management of cases with a lower level of need. With a lot
of pressure to meet targets and no prospect of hiring additional staff, important aspects of
business planning and development are not addressed. There is no time for networking,
which could be a potential source for support and advice at a time when organisations like
organisation 6 do not have much access to support in the locality. The CIC is not trading yet
and in the short run is looking at securing additional small grants in partnership to help
develop additional provision, one of which is intended to be a training course that has the
potential of generating income. Commenting on the shortage of grant funding for CICs as
opposed to charities, organisation 6 is aware that it will have to develop saleable products
and services and appears to have a number of ideas of what these could look like, based on
market intelligence that the founder has achieved by working in the field for a long time. At
first glance, this organisation has had favourable start-up conditions as a result of preexisting referral relationships and a three-year grant. However, it appears that these
conditions have led to a failure to address the real challenge; that is, how this service will be
paid for once the grant funding comes to an end. The overwhelming flow of referrals of
mostly high-need clients also means that the organisation is not exposed to learning about
marketing services. Therefore, the organisation has so far been unable to benefit from the
initial cushion from the rigours of the market that grant funding has provided for learning
and development.
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6 Conclusions, limitations and future research
Both the literature review and the interview data indicate that there are high policy
expectations on social enterprise and it is clear that skills, training and support will play a
crucial role in determining whether the reality lives up to these expectations. However, as
the preceding quantitative section has shown, the connections between skills and
organisational success are far from straightforward. While it is overly ambitious to
investigate the skills needs of an entire sector, the way the VCSE is conceptualised is in
juxtaposition to the public and private sectors. Therefore, a discussion about skills needs
easily becomes one of the special skills needs that the confluence of social and economic
goals creates. It is, however, useful to remind ourselves that VCSE organisations are
businesses and as such have skills needs that are similar to other businesses. On the one
hand, resources have to be managed efficiently and strategy has to be set and
implemented. On the other, organisations need to develop dynamic capabilities to be able
to cope with changing market conditions and the resulting shortage in readily available sales
opportunities (reduction in public spending, change in commissioning practices, etc.). While
it is important to acknowledge that VCSE organisations are businesses, in order to be able to
appreciate the full scope of skills needs of those who direct them and who work in them, it
is equally important to realise the unique challenges VCSE organisations are exposed to. As
has been demonstrated above, the combination of economic and social goals results in
specific challenges arising from both the external operating environment and internal
organisational constraints.
The current report set out to answer the following three questions: 1) What do VCSE
organisations perceive as the most important current and future skills needs?; 2) Is there a
difference in the skills needs of voluntary organisations and social enterprises?; and 3) What
changes do training providers need to consider in their offerings to be able to better support
third sector organisations? The first part of this section will be structured alongside these
three questions. We will then briefly highlight the limitations of the study and suggestions
for future research.
Main barriers and skills needs
At face value, the findings from the survey regarding perceived skills needs, staff
development and recruitment are largely consistent with the findings of previous
investigations at a national level. Top skills needs are still monitoring and evaluation,
strategic planning, marketing and fundraising and IT. However, human resources
management does not appear as significant a skills need as in comparable national studies.
There are still human resources-related needs, for example in staff and volunteer
management, but it does appear that the organisations in our study were relatively
comfortable with the notion of employing paid staff. However, many organisations in our
qualitative interview sample noted employing paid staff as an important turning point in the
past.
The main reason for existing skills gaps – lack of funding for training and
development – was similar to that given in previous studies. However, whereas in other
studies, hard-to-fill vacancies were highlighted as an issue, this does not affect organisations
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in Greater Manchester as much. Instead, they simply lack the money to hire staff. Their
attitude to training appears somewhat more positive than in comparable national samples,
of which a third had not offered training to their employees. In our sample, training was
relatively important, with 140 out of 182 organisations having offered external training to
staff. Contrary to national studies, lack of time was a significant barrier to the take-up of
training along with lack of money for training.
When asked about what they perceive as major barriers to success, the majority of
organisations indicated finance and access to grants and loans, access to markets and sales
opportunities, access to volunteers, changed market conditions, workforce skills, and their
organisation’s approach to business strategy and planning as the most important barriers.
However, further investigations revealed that most of these barriers do not have a negative
impact on organisations’ anticipated growth. In fact, those organisations that perceived
access to markets and sales opportunities and changed market conditions as barriers
expected to grow over the next 12 months. This indicates that organisations that recognise
these barriers also developed the capability to tackle them. Similarly, there was a positive
relationship between the number of recognised barriers and organisations’ growth outlook.
The analysis yielded similar results with respect to skills needs. The majority of organisations
indicated the existence of a skills gap. The most important generic management skills needs
seem to be strategic planning and forward thinking followed by monitoring and evaluation,
marketing, project management, negotiation, staff and volunteer management and
leadership. However, neither the existence of a skills gap, nor the number of specific skills
needs seem to affect organisations’ expected growth.
These findings indicate that there is a need to shift the focus from skills and barriers
to constraints (cf. Sinkovics 2013) and capabilities (Teece 2014).
Difference between voluntary organisations and social enterprises
Given the definitional issues surrounding social enterprise, in this study we looked at
the existence of some sort of trading within organisations. The comparison of trading
organisations with non-traders did not yield any statistical differences in terms of their
likelihood to report skills gaps or in their perception of barriers to success with the notable
exception of “access to volunteers”. Organisations that engage in some sort of trading seem
to be less likely to face the barrier of accessing volunteers. In terms of individual skills needs,
traders seem to be more likely to report health and safety skills needs in current staff than
non-traders and non-traders seem to be more likely to report volunteer management as a
future skills need. Therefore, by and large, there do not appear to be significant differences
between traders and non-traders, which reinforces our point that the VCSE in Greater
Manchester encompasses a lot of hybrid organisations, which engage in some trade, but
also remain heavily reliant on other forms of funding, such as grants and public sector
contracts.
Considerations for training providers
While skills training remains undoubtedly important, the results of both quantitative
and qualitative explorations together with the above literature review open up the question
whether training alone can address the skills and capability needs uncovered by this study.
Instead, increased competition for scarce resources, a rising trend towards generating
income through trade and, consequently, heightened focus on growth all imply that,
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increasingly, VCSE organisations have to improve their capabilities (both dynamic and
ordinary), as well as their management capacity, rather than simply focusing on skills needs.
As we have seen, VCSE organisations are increasingly under pressure to accord more
attention to their economic goal, which they can only reach if they offer a product that
others want to buy at a price they are willing to pay. However, at the same time,
organisations are also under pressure to continue to fulfil their mission and help the
constituencies they have chosen. This in turn often implies doing things in a way that
appears less than efficient in business terms, in order to preserve the USP of the service.
This means that VCSE organisations find themselves in a complex conundrum, which cannot
simply be addressed by training staff in certain skills.
Rather, what is needed is a holistic training and support offer that can help
organisations with business model design by helping them make important choices, such as
how much of their revenue can realistically come from trade, what the tradeable products
and services are and whether these arise directly from their mission or more generally aim
at generating income in support of the social goal. In other words, while organisations have
a good sense of what is needed and how a service should be delivered to a particular client
group, how do they take this knowledge and translate it into a viable business model that
allows them to address both economic sustainability and the needs of their client group.
Although skills are clearly part of an organisation’s ability to operate efficiently, it is
important to keep in mind that skilled staff is just one element of this capability.
Management capacity is just as important and, indeed, the role of management is crucial to
ensure that dynamic capabilities can fully develop. As we have seen, VCSE organisations’
lack of capacity, especially at the management level, often prevents them from fully
realising their ability to turn a recognised need into a service that service users will benefit
from. Therefore, any training programme has to take into account all dimensions that
enable VCSE organisations to operate successfully in the current climate.
Whereas there has been a strong emphasis on best practice in the third sector in the
past ten years, now seems to be the time when the focus should be expanded to include
dynamic capabilities. After all, best practice can ensure an organisation’s sustainability only
as long as competition is weak (cf. Teece, 2014). However, in recent years competition in
the third sector became much more intensified. Therefore a call for more attention to
support with the development of dynamic capabilities is in order. This is particularly
important in light of the fact that the third sector has been valued for the very qualities that
are core features of dynamic capability: flexibility, responsiveness to service users and the
ability to innovate.
Limitations and future research
As most of the variables in the current study were categorical in nature, this limited
the insights that could be generated from the statistical analysis. Future research may wish
to build on a different survey design to allow for more elaborate relationship testing and
predictions. Future research will need to further adapt the concept of dynamic capabilities
to the context of VCSE organisations. Additionally, more research is needed to demonstrate
how the development of dynamic capabilities can contribute to transforming the third
sector. Furthermore, more research is needed to categorise organisations along the
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spectrum of constraint alleviators, symptom treaters and arbitrageurs (Sinkovics 2013;
Sinkovics et al. 2015). Such a categorisation would allow for a different discourse around
social impact and the related capability and skills needs.
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8 Appendix
The following is an alphabetical list of skills and support needs that were mentioned
by participants and/or observed by the interviewer during interviews. This list also
includes key competencies that interviewees thought were important to perform
their role. Please note that inclusion in the list is no indicator for level of prevalence
of any given skills or support need across the sector, as some of these items derive
from a single interview only, rather than being mentioned by a number of
interviewees.
Accounting
Bid writing
Board management
Board recruitment
Budgeting
Business ethics/fundamentals training
Business planning
Change management
Closing a company/organisation
Collecting relevant data for future funding bids
Communications
Competencies for small organisations
Confidence building for women entrepreneurs
Conflict resolution
Costing and pricing products/services
Dealing with vulnerable people
Demand management
Diversity of funding
Empathy
Evaluation
Failure
Finance models
Financial management
Forecasting
Funding Sources
Fundraising
Governance
Health and wellbeing for social entrepreneurs
Identifying USP
Implementing an idea (from idea to implementation)
Interpersonal skills
IT
Knowledge management
Leadership skills (motivating and nurturing)
Legal implications of different organisational forms
Page 52 of 55

Listening and consultation skills
Managing community buildings/hubs
Market development
Market research
Membership relations
Monitoring and evaluation
Negotiation
Networking opportunities
Networking techniques
Newsletter writing
Operating community café
Opportunities -- identifying and exploiting them
Organisational independence
Partnership working
Payment by results contracts
Peer-to-peer learning
People management
Personal management (boundaries)
Personalisation budgets
Policies and procedures
Policy information
Priority setting
Procurement and contracting
Product/service development
Project management
Relationship management
Retail
Risk management
Safeguarding
Sales/marketing
Self-awareness about own skills and gaps
Social investment
Social media
Sourcing specialist support
Sourcing training for individual staff (i.e. if there is no critical mass of them)
Space for reflection
Spotting potential in others
Staff development
Staff retention and progression
Strategic planning
Sub-contracting
Succession planning
Time management
Transition from free to paid service
TUPE
User involvement/engagement
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VAT
Volunteer management
Volunteer recruitment
Volunteer retention
Volunteers -- developing roles
Volunteers -- training in confidentiality
Volunteer -- training (esp. if there is no critical mass of them)
Website design
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