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JobTown is a network of 11 localities across Europe,
co-financed by the European URBACT programme for
promoting sustainable urban development.
The JobTown network believes that youth
unemployment, poor employment and inactivity need
to be understood as structural problems pre-dating the
economic crisis (though severely worsened by it), and
as such must be treated by systemic approaches.
The network understands efforts for the creation of
youth employment and opportunities, and local
development strategies, as ultimately two sides of the
same coin.
In keeping with the URBACT approach, each JobTown
locality has established a Local Support Group, as a
basis for developing sustainable Local Partnerships.
http://urbact.eu/
http://urbact.eu/jobtown
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About this Learning Module4

Why is JobTown, a network concerned with
Youth Employment, concerned with Social
Innovation (SI) and Social Enterprise (SE)?
SI is about meeting needs that have not been
met or which can be better met; it’s about
improvement and modernisation, greater
effectiveness and efficiency. Thus, at the very
least as an idea, it is inherently attractive.
SE is of interest, to those concerned with
employment, in two fundamental ways:
• SE is a potential tool for helping people into

employment or in coping with unemployment –
by providing various forms of support,
employment-related services, and so forth.

• SE is in itself a form of employment for some
people, and it is a type of employment that is
growing. 

Social Innovation and Enterprise are interwoven
with strategies for doing more with less – a
neat trick administrations all over Europe are
keen to pull off. We all face resource limitations
of some sort, and most public administrations in
Europe are currently dealing with budget cuts,
often severe ones. Insight and learning from the
experience of others is welcome.
More basically, there is a widespread lack of
understanding, as to just what Social Innovation
and Social Enterprise are – and are not. This
needs to be cleared up. Given that SI and SE are
growing and spreading trends, the need to better

understand and interact with them is growing
and spreading.

This Learning Module consists of three chapters
– contributed by experts who participated in the
JobTown Transnational Workshop on Social
Innovation and Enterprise, in October 2014, held
in Aveiro Portugal – and concludes with some
closing remarks.

We start with a general overview of what Social
Innovation and Social Enterprise are, the
environments they grow in and the typical
roadmap of their development process – the
Social Innovation Spiral.

Then we have a first-hand account of how a
successful Social Enterprise is run – how it works
in concrete, practical terms. This is important,
because the subject is often drowned in a heavily
abstract discourse, whereby one is left
wondering ‘yes, but what do they actually do?’.

Thirdly, an expert in organisational change
management and professor at ESADE, one of
Europe’s highest ranked business schools,
contributes an article on different approaches
public administrations take to dealing with
budget cuts, the outcomes and trade offs of
these different approaches, his own
recommendations regarding these choices and an
articulation of the basic paradoxes running
through the whole process.



5An Overview of Social Innovation

Emma Clarence, Nesta
Throughout history individuals, organisations and
governments have identified the challenges
facing people and communities, and sought to
address them. Social innovation therefore isn’t
new. But it is an area of increasing interest for
policy-makers as they confront complex short,
medium and long-term challenges. In order to
foster and support social innovation policy-
makers need to understand what it is and how it
can be supported. These points will be briefly
examined, along with two examples of social
innovation: the idea of ‘people helping people’ to
transform public services, and social enterprises
and the environment they need to thrive.

What is social innovation?

At its most simple, social innovation is about
identifying and meeting the unmet needs of
people and communities. Opportunities to work
in different ways have altered the way we live
our lives. From the development of the
cooperative movement in the 19th century to the
introduction of kindergartens/pre-school
childcare, governments, people and organisations
have sought to address the needs and challenges
that exist and find new ways to overcome them.
Innovations have led to new ideas and ways of
working, new concepts and products, and new
organisations and organisational forms. By
creating new economic and social relationships
the wellbeing and lives of individuals and
communities have been improved. Some social
innovations remain small-scale, whilst others
have become so widespread and so much an
integral part of our societies that we may fail to
recognise them for the innovation they were.
Over time, some social innovations will be
supplanted by others, as their ability to meet the
needs of people and communities becomes less
effective and new needs are identified.
What is crucial to remember is that although an
important part of the policy agenda, social
innovation is not an end in itself. Rather, social
innovations must be more effective than what
they seek to replace. Indeed, there must be many
ideas and many pilots before a social innovation
can be successful. 

The social innovation
spiral

There is no single space in
which social innovation
occurs. From a single
individual who takes an idea
and turns it into an
organisation, to
governments who
introduce new ways of
doing things, social
innovation can take place
anywhere, including in the private sector. The
spiral of social innovation is a useful illustration of
different steps in the process. 
The 6 broad stages in the process of social
innovation identified in the spiral are: 
• Prompts – what are the challenges or

opportunities that are identified
• Proposals – the ideas generated in order to

address the prompts
• Prototyping & piloting – where those ideas

are developed more fully and then tried out
• Sustaining – lessons are learnt from the initial

piloting and ideas are further developed,
accompanied by the consideration of issues
related to the economic and social sustainability
of the activity

• Scaling – where the activity is expanded or
grown

• Systemic change – the social innovation
becomes widely accepted and part of the
‘everyday’

It should be noted that social innovation does not
have to follow the specific order of the steps in
the spiral. Some may go ‘straight to scale’,
without the piloting and sustaining process, such
as occurred in England when the National Health
Service commenced operating on July 5, 1948,
with medical, dental and optical services
becoming free to use.
More commonly, a social innovation is likely to
start smaller, within localities or communities,
and may then grow. Not every social innovation
can lead to systemic change, and some may
prove to be unsuccessful when they scale.

Emma Clarence is a
principal researcher in
social innovation at
Nesta in the UK
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Nevertheless, the processes that lead to the
identification of the challenges or opportunities
and the search for potential ways to address
them may spark off other ideas that can lead to
new ideas and new ways of working. 

Social innovation and the public sector
Recognising that the public sector cannot know
everything is crucial to the way in which the
public sector can support social innovation –
both internally within public sector organisations
and externally from within communities.
Prompts for social innovation can come in many
forms – but within the public sector a focus on
reconsidering the evidence, what it is and how it
is used, can help to identify what needs to be
changed.
By looking to a wide-range of actors to generate
ideas, and accessing specialist knowledge from a
diverse range of actors, the public sector can
draw in knowledge, experience and information
that can contribute to the development of new
ideas and new proposals.
For instance, by seeking to gain the perspective
of service users and how they relate and
interact with a public service, greater
understanding of what works and what doesn’t –
and how they can be improved – can be
achieved. However, the public sector should go
beyond such consultative measures to processes
of co-production.

Co-production involves mobilising stakeholders,
including users, to design more effective services
and better delivery mechanisms. It can also help
stakeholders to develop an understanding of the
limitations that may exist within services.

Co-production doesn’t just happen.
It takes time and efforts to create the right sort
of environment for it to develop. Building or re-
building trust between stakeholders is also
important in creating the positive dynamics
needed for social innovation.
However, measures can be put in place to
encourage such behaviour. Financing
arrangements that tackle silos and reward those
that seek to innovate are important. Enabling
people to think creatively and to challenge
institutional barriers, and providing them with an
environment where innovative ideas – even if
ultimately unsuccessful – are valued, is crucial if
social innovation is to occur. 
The innovativeness of social enterprises lies not
only their organisational form – specifically that
they seek to use the provision and sale of goods
and services to address social needs – but also in
what many of those organisations are doing.
From work integration activities through to fair
trade, social enterprises are developing
innovative approaches to tackle a wide-range of
challenges.

From: Murray, R., Caulier-Grice, J. and Mulgan, G. (2010), The Open Book of Social Innovation, The Young
Foundation/Nesta, London.
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Two publications:
URBACT published a useful exploration of social
innovation and youth unemployment which
explores these ideas in: Supporting urban youth
through social innovation: stronger together1

People Helping People: A new ‘old’ social
innovation2

People have long helped people. From formal
volunteering through to informal, ad hoc
activities of neighbours, there is little new about
people helping each other. However, recent work
by Nesta, People Helping People, has
highlighted the way in which the public sector
can be transformed by ‘putting the public back
into public services’. There is an increasing
demand for more personalised public services
that respond to the needs of individuals.
Whilst there has been some interest in ideas
around co-production, and a focus on user-
centred design; redesigning public services to
mobilise people has the potential to radically
change not only the way in which public services
are delivered, but also their effectiveness. For
example, there is a growing body of evidence
showing that medical treatment, when
accompanied by peer support, is more effective
at helping people manage long-term and chronic
illness. This is not about replacing professionals,
but professionals and the public working
together, with better outcomes for all.
Nesta commissioned an economic assessment of
the current contribution of activities undertaken
by the public that support public services in the
UK. Using official data and adapting a model used
by the Office for National Statistics, analysis
found that the economic value of the action
undertaken was £34 billion – around 5% of total
government spending or 2.2 per cent of GDP.

The activities included in the analysis ranged
over:
• Regular formal volunteering, where people

gave up their time to help others at least once a
month through formal organisations

• Regular informal volunteering, with people
offering unpaid help to other non-family
individuals at least once a month

• Community action, where people provided ad
hoc assistance for a community event or
project.

What Nesta’s analysis highlighted was not only
that there was considerable activity already
taking place, but also that there was potential to
increase this contribution even further.

Making such processes an organising principle for
public services isn’t easy. It requires important
shifts in the way public services conceive their
role and the way they deliver their activities:
• Public services must mobilise rather than

manage resources
• They must focus on facilitating rather than

delivering
• There must be a consideration of what

resources exist that are outside of their direct
control but that could help to meet wider well-
being goals

Social enterprise
Social enterprises, organisations who use
market-based activities to finance a social
mission, are not new – they have been emerging
over decades in many countries – but they are
becoming of increasing interest to policy makers,
such as through the European Commission’s
‘social business initiative’3. The strength of
social enterprises lies in their potential
contribution to creating strong, sustainable and
inclusive societies. Frequently rooted in local
communities, social enterprises are able to
respond to the needs of those communities and
reach out to many who are ‘hard to reach’. 
It is important to recognise that the development
path of social enterprises is specific to the
country in which they have emerged. For
example, the legal form adopted for social
enterprise activities varies between countries.
Nevertheless, it is possible to identify social
enterprises by looking for their key traits and put

1 http://urbact.eu/fileadmin/general_library/19765_Urbact_WS3_YOUTH_low_Final.pdf
2 http://www.nesta.org.uk/sites/default/files/people_helping_people_the_future_of_public_services_wv.pdf
3 http://ec.europa.eu/internal_market/social_business/index_en.htm



in place an environment that will help them to
flourish. Such an environment will depend on
country and culturally specific features, although
a number of common elements can be identified.
• Understanding the role of social enterprises:

There is a need to ensure that governments,
policy-makers and the public understand what
social enterprises are, and what they seek to
achieve. Within government this is particularly
important for ensuring an understanding of the
‘added value’ of social enterprises.

• Providing an enabling environment: As with
any business, social enterprises need support to
develop and grow. Such support, however,
needs to recognise that social enterprises are
both seeking to operate on the market and
addressing social needs. To that end, ‘braided
business support’4, including incubators,
accelerators, start-up and post-start-up
support, and mentoring are needed that help
social enterprises develop the necessary set of
skills that will help them to fulfil their business
and social foci.

• Financial sustainability: Social enterprises
often confront difficulties in achieving financial
sustainability. Traditional financial institutions
too often fail to understand their business
model and public procurement is moving
towards larger contracts being awarded to
single providers, making it hard for social
enterprises to compete. Social enterprises need
a diverse range of financial products that
cover their life cycle. Innovative financial tools,

such as social impact bonds and impact
investing, have emerged in response to the
needs of social enterprises but policy-makers
need to think about how they can use their
procurement processes to focus on meeting
social needs. Every pound or Euro spent,
whether it be on stationary or social care,
should be seen as an opportunity to address
the needs of people and local communities. 

Social enterprises are not a panacea to the
challenges that exist. But they do have a valuable
role to play in tackling many of the complex
problems that individuals and communities
confront. Putting in place an environment that
supports social enterprises is vital, if they are to
be able to play that role.

Conclusion

The challenges we face as societies are growing.
Demographic change, unemployment, increasing
demands on healthcare and pressure for more
responsive public services are placing significant
pressures on what public services can deliver.
We cannot continue as we have.
Albert Einstein’s definition of insanity ‘doing the
same thing over and over again and expecting
different results’ illustrates the importance of
rethinking what it is we do and finding new ways
to do things. Understanding what social
innovation is, and how it can be supported and
fostered is central to this process.

8

4 http://www.wikipreneurship.eu/index.php/The_braided_approach



9Giving Back Choice and Control 
– The Story of One Social Enterprise

Just what is a Social Enterprise, and what is
it not? How, in practical terms, do they
work? How are they different from other
types of enterprise, or socially oriented
organisations, such as charities,
associations, foundations and so forth?
We sought out help in answering these
questions, and Thurrock Council (a partner
in the JobTown network) introduced us to
an entrepreneur from their community with
a lot of personal insight into the matter.
We asked him to explain how his company
– which is both a Social Enterprise and
successful in business terms – works in
practice and how it all came to be, and to
share any thoughts he might have for
others considering a similar path.

My name is Neil Woodbridge and I am the CEO of
a large social enterprise that employs nearly 100
people and turns over £2.1M, while supporting
disabled people to live the lives of their choice in
the community – including by working.
Our model of supporting people is 100%
controlled by disabled people as Directors; it is
innovative, it finds people who are furthest away
from the world of work, and saves local
government money (we do it cheaper).

So what’s it all about really?
Well actually, for us it is all about social justice. If
you have a learning disability in the UK you are
more likely to be unemployed than the average
member of the population.
If you are a man you will die 13 years sooner
than a non-disabled man and this rises to an
incredible 20 years if you are a woman. For
many years people with learning disability have
‘rotted away’ in day centres and not had a clear
purpose to their lives.
In the early days we thought that Local
Government was best placed to provide support

services for the most
vulnerable. We realised in
2007 that a Community
Interest Company (CIC)5

was the perfect legal
format to enable the people
who used the services to
take control of it. A sort of
‘Co-production plus’
model.
Imagine the people you
support with your
employment schemes actually taking control of
them and designing them to meet their needs?

A big question for us was ‘were we a
Social Enterprise or an ‘enterprise
social’?
We soon realised that social purpose was our
driver but the economics of running a business
allows it to happen. Capitalism is not inherently
bad – its what you do with the profits that
count. For us, this means that we want to win
contracts to support disabled people – but the
profit from them goes back to the community
we serve.
We have to innovate to survive, we have to run
things efficiently; unlike the local Government of
the past, where every April more budget arrived
regardless of what had been achieved.
A simple business lesson. It’s basic really; our
income needed to be bigger than our expense.

Meanwhile, back to our social mission -
disabled people.
In old England times there was a place where the
Victorians would pay money to watch disabled
people and those with mental health needs
acting ‘crazy’. This was a hospital called ‘Bethlam’
in the east end of London. It is where the English
word ‘bedlam’ comes from. As time moved on
our Government thought it was better to place

Neil Woodbridge,
Thurrock Lifestyle
Solutions CIC 

5 https://www.gov.uk/set-up-a-social-enterprise



people away in secure hospitals and then in the
1960’s they realised that these places were
institutions that colluded in abuse and there was
the start of the movement to help people move
out.
By the 1980’s everyone was talking about rights
and moving people into the community via a
‘Community Care Act’. Resources were expended
and fewer and fewer people were kept in
hospital. The ‘Disability Discrimination Act’ of the
90’s ensured people had the same right to work
as others and now the ‘Equality Act’ of 2010
ensures that disabled people are recognised as
having protected characteristics. So they cannot
be discriminated against in the workplace and
there are many models to support them in
society. But still, disabled people suffer
discrimination and high unemployment.
Despite all the Governments good intentions
there still seems to be an inherent lack of
understanding of the social model of disability. In
other words disability should be seen as a social
construct and not an inherent inferiority, or
something that needs to be cured.

Barriers are created towards people’s
lifestyle choices – including
employment.
At Thurrock Lifestyle Solutions CIC, we adopted
an understanding – of the barriers that disabled
people face and that prevent them from doing
things – which was outcome-based and
solution-focused.
So we don’t spend our time telling people they
cant do this or they cant do that; we ask them
what the outcome is they would like to achieve,
and we help them identify the barriers to that.
Then, our job is to help them find the tools to
overcome those barriers and achieve their goals.
Imagine doing that with the unemployed people
you work with – “tell me your strengths, tell
me what your goal is. Lets write a plan of
what support you need to achieve it”.

For us the people are not ‘hard to
reach’ but are ‘hard to hear’.
This is an important distinction if you want to
reach out to all your potential customers (that’s
what we call the disabled people who use our
services).
One of our other favourite expressions is
‘Community is an experience and not a
location’. Talk to your customers and see what
their experiences really are – work with them as
‘experts by experience’ and understand the
benefits of working co-productively rather than
imposing services upon them.
The reality is that in contemporary Europe,
battered as it is by economic collapse, there is
nowhere near enough Government money to
solve the job creation crisis in many of our
countries. A great potential answer to this is
Asset-Based Community Development.
We’ve instituted this in Thurrock and find that it’s
a way of supporting Communities to appreciate
the strengths and gifts they have, through
which to find the solutions they need to support
themselves – rather than an over reliance on
local Government. It is easy to create
interdependency between the state and the
community; instead we strive to achieve better
solutions within the community we serve. We call
this approach Community Solutions.

Could there be such solutions to the
problems you face in your
communities?
The establishment of our social enterprise
involved getting extremely close to our
Customers - to involve them in all levels of
decision-making, and to teach them about local
politics. This was not easy, as it is simple to fall
into tokenism.
We took a cue from a 1960’s figure, Sherry
Arnstein6, and her fundamental question “is this
an empty ritual, or do people have the real power
to affect the outcome?” We learned to ask all the

10

6 See ‘A Ladder of Citizen Participation’, by Sherry R Arnstein – http://goo.gl/1O9csd 



time: Are your customers effecting the outcome
/ shape of your services? Does your form follow
your function rather than the other way around?

This questioning led us to forming our
company... Thurrock Lifestyle Solutions
CIC 7.
We never thought ‘let’s form a Social Enterprise’.
We just concluded that the Customers
themselves could take control and make a
decent business.
A Community Interest Company was the legal
format that enabled us to support the outcome
we were trying to achieve:
• Empowerment
• More jobs
• Maximising Choice and Control
• Maximising efficient use of Government money
• Paying profits back to the community

We started doing business; we won the transfer
of Local Authority services to us. People buy
support products from us. Some of these – such
as our residential camper van (for holiday
services), or our house in transition where people
practice living independently – are innovative.
And competitive. If we don’t have the right
products we die as a business. We are not a
charity – our Directors believe in rights, not
charity. We supply over 3000 hours per week of
support and are employing previous service users
as staff.

So – the end of our story.
A company run by disabled people as
Directors. They are the strategic leads. Instead
of our Customers being passive recipients of
care, they are active citizens in control.
Are the people you support in control, or being
done to?

11

7 http://www.choiceandcontrol.co.uk/



12 Cutback Management & Innovation 
in European Public Administration
Introduction:
Innovation during crisis
The financial crisis has caused a situation of
financial austerity for many European public
administrations. This presses the need for public
organizations to innovate, as the crisis has
exposed structural economic weaknesses, which
require innovation and reform to overcome.
However, the financial crisis also makes it more
difficult for government organizations to
innovate, as the resources at their disposal to do
so have decreased. At present, public
organizations are attempting to cut back on
expenses and maintain, or even improve, public
service delivery. In order to ´do more with less´,
many public organizations are engaged in cutback
management. This article:
• Explores how the crisis affects innovation in

government
• Outlines approaches European government

organizations have taken to deal with cutbacks
• Provides a short overview of factors enabling

government organizations to effectively deal
with cutbacks

There are two general perspectives on how
financial crisis relates to innovation.
1) ´Necessity is the mother of rigidity´, arguing

that cutbacks result in a number of
organizational dysfunctions or a so-called
‘crisis-syndrome’ (Jick & Murray 1982) – i.e.
decreased morale, more conflict and
centralization of decision-making. All these
factors are likely to decrease innovation in an
organization.
Moreover, the organization’s best employees
– those most likely to come up with creative
solutions – will most easily find employment in
other organizations, and are thus more likely
to leave the organization when financial cuts
are made.

2) A differing perspective is that financial crisis
can be seen as an opportunity to modernize
and implement innovations – i.e. ‘necessity is
the mother of invention´ or ´never waste a

good crisis´. This
perspective argues the
need to implement
savings stimulates
organizations to come
up with innovative
solutions.

Financial stress can also
make managers more risk-
taking and entrepreneurial,
having positive effects for
innovation. When money
runs out, creative solutions
to societal problems – once
dismissed as unfeasible or
impossible – may suddenly
become viable options.
These two opposed visions of crisis leave no clear
answer as to how innovation is related to
financial cutbacks.
This article argues that the effects of the crisis
on innovation in government are dependent on
the strategies that public managers use to
implement financial cuts.

Cutback management strategies
A broad range of cutback strategies and
typologies (e.g. Levine, 1979; Pollitt, 2010) can
be placed in one of two basic categories:

1) The ´proportional´ approach – implementing
small, decremental across-the-board cuts,
sometimes referred to as salami-slicing8.
Mainly a reactive, short-term approach aimed
at balancing the budget, the main driver of
this strategy is equity – making it sound fair
for employees and the public at large.
Accordingly, it is attractive from a political
point-of-view, as it involves little difficult or
sensitive political decisions. 

2) ´Targeted´ cuts – strategic budget cuts driven
by concern for efficiency, targeting the least
important or efficient parts of the
organization, or areas where the largest

Dr. Joris van der Voet,
Institute of Public
Governance &
Management, ESADE
Business School,
Barcelona, Spain
joris.vandervoet@esad
e.edu
www.jorisvandervoet.c
om

8 ´Cheese-slicing´ in The Netherlands.
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efficiency gains can be realized without
compromising the performance or legitimacy
of the organization.
This strategy is preferable from a managerial
view, as it focuses on the organization’s long-
term future.

As argued by Levine (1979), a proportional
approach is preferable from a political
perspective, but is not responsible management
– being essentially a form of non-decision
making advocating business as usual and thus
having little potential for positive impact on the
organization’s future financial situation.
Moreover, a proportional strategy is likely to
lengthen the duration of financial stress on the
organization, and thus of the negative effects of
cutbacks on employees. While a targeted
approach may have negative consequences for
employee morale and cause conflict, it also
allows for cutbacks directed at the organization’s
inefficient parts – freeing up resources
elsewhere, for innovation and modernization of
programmes or activities. 
Though more evidence is needed, there is some
consensus among researchers that proportional
cuts provide a temporary solution to financial
austerity by balancing the budget, but
contribute little to innovations that are
required to make public service provision
sustainable in the long term.

Thus, many authors stress the need to make more
strategic, long-term, smart cuts that build on
innovation and modernization (Pandey 2010,
Bozeman 2010, Overmans & Noordegraaf 2014).

Explaining differences in cutback
management in European countries
So what cutback management strategies have
European government organizations used in
response to the financial crisis?
In a three-year comparative research program
named Coordinating for Cohesion for the
Public Sector of the Future (COCOPS), an
international group of public administration
scholars have investigated this issue by means of
a large-scale survey among top-level managers
(Hammerschmid et al. 2013). Results indicate:
• 43.4% of European top-level managers have

relied on a strategic cutback management
approach

• 30.1% used the proportional approach
• 15.9% have attempted to increase productivity

in order to avoid making financial cuts
• 10.6% have made no cuts
These results suggest a relatively large number of
organizations have adopted a strategic approach
to managing cutbacks. However, as seen in
figure 1, there are large differences between
European countries.

Figure 1: Perceptions of top-level managers concerning cutback management strategies
Source: Kickert, Randma-Liiv & Savi (2013)



most notably Italy and Spain, report much lower
degrees of management autonomy.
This suggests that managers in some countries
will be better able to make strategic cuts than
others.
An additional factor affecting the degree to
which managers are able to use a strategic
cutback management strategy is performance
information. To make strategic budget cuts,
managers need management information on
which parts of the organization are efficient and
well performing, and which are not – as well as
information on the long-term effects of the cuts
they intend to make.
Without such information, managers do not know
which part of the organization to cut, or which
program to terminate.
The reality in many European public organizations
is that such information is often not available.
Figure 3 shows the degree to which European
managers use performance information for
internal management issues. Countries that have
vigorously implemented reforms and modernized
government in the past decades have the highest
scores – e.g. UK, Estonia. At the bottom of the
chart are the continental countries that rely on
more traditional, bureaucratic government
models – e.g. France, Spain, Germany. These
differences suggest that performance
information can be an important explanation

14
Differing economic situations across Europe are
obviously a key explanatory factor; a relatively
high degree of targeted cuts are seen in countries
where the financial crisis has had major impact –
e.g. Spain, UK. In countries less affected by the
crisis, most notably Norway, a majority of public
managers have made no financial cuts at all.
Other factors can also be considered to explain
differences in cutback management strategies
among countries. If managers want to opt for
strategic cuts, decision-making autonomy is an
important requirement (Levine 1979). However,
in public organizations, managers typically face a
lot of rules and procedures concerning budgets,
limiting their options to make strategic cuts. They
also have to deal with interferences from
politicians in decision-making.
In times of crisis, both the rules and procedures
managers have to deal with, as well as the degree
in which politicians interfere, are likely to
increase. This makes managers less able to opt
for strategic, long-term strategies when dealing
with cutbacks. Across Europe, the COCOPS9

project shows large differences in managerial
autonomy. Figure 2 shows a clear distinction
between Anglo-Saxon and Scandinavian
European countries on the one hand, and the
Southern and continental European countries on
the other. The former have relatively high
degrees of managerial freedom, while the latter,

Figure 2: Degree of managerial autonomy (1 indicates a low degree of autonomy – 7 indicates a high degree of
autonomy)
Source: Hammerschmid et al. (2013)
9 http://www.cocops.eu/
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Figure 3: Use of performance information for internal use  (1 indicates a low degree of autonomy – 7 indicates a
high degree of autonomy)
Source: Hammerschmid et al (2013)

for the different degrees in which managers
are able to implement strategic budget cuts.

Conclusion 
The current financial crisis and its aftermath have
imposed austerity on many public
administrations. As a result, public organizations
are attempting to cut back on expenses, while
simultaneously maintaining or even improving
public service delivery (Pollitt, 2010). To
overcome this challenge, public organizations
attempt to ´do more with less´. While cutback
management has traditionally been defined as
“managing organizational change toward lower
levels of resources consumption and
organizational activity” (Levine 1979: 180), the
need to do more with less shows that cutback
management in the public sector is inherently
connected with innovation. It does not only
concern decreasing spending, but also finding
smart and innovative solutions (Overmans &
Noordegraaf 2014).
Therefore, this article argues that public
organizations should rely on strategic rather
than proportional cutback management
strategies.
In the pursuit of smart budget cuts and increased
innovation, cutback management confronts
public organizations with at least 2 paradoxes, to
which no easy solutions exist:

• The autonomy paradox: To implement
strategic, smart budget cuts in public
organizations, managers need to be able to
make decisions. However, political interference
and hesitation in making strategic decisions,
along with the many rules and procedures that
characterize budgeting in the public sector, can
decrease the autonomy afforded to managers
in making strategic budget decisions. Moreover,
there are large differences in degree of
management autonomy from country to
country. 

• The information paradox: Management
information is crucial in making budget cuts
that will be efficient in the long term. But such
information takes time to collect, and it is
expensive. The paradox here is that in times of
financial crisis, there is generally a shortage of
both time and money. Often the reality is: we
have management information available when
we don’t need it, and when we need it, we
don’t have it (Levine, 1979).

From a comparative perspective, large
differences exist between European countries
that have implemented modernizations, and
those that have done so to a lesser extent. There
is no easy solution for these cutback
management paradoxes, but awareness of their
existence and causes is a first step toward
overcoming them.
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17Closing Remarks

Social Innovation and Enterprise are on the rise;
economic and budgetary circumstances are
inevitably putting pressure on public
administrations to get a maximum benefit from
SI and SE.
A key question then, for public administrations, is
how to support it? Or, at least not get in the
way?
Another key issue is that of the limitations of
Social Innovation and Enterprise. The pressures
on public administrations – stemming from
resource constraints, economic crisis and budget
cuts – push them to come up with some sort of
‘silver bullet’, in response to the relentless
squeeze. The desire is understandable, but SI and
SE simply cannot be expected to provide any
sweeping solution or ‘cure-all’.
Yet another key question is how much SE is really
SE? Social Enterprises need to have a
commercially viable business model; they have
to monetise their services or products in some
way and have a sustainable revenue. If not, we

are talking more about a charity or perhaps the
outsourcing of public services/actions by public
authorities to social actors – which are
something else.
Too many practices in Europe that are presented
as Social Enterprise turn out to be dependent on
public subsidies or grants of some kind or other
– which raises fundamental questions about their
sustainability, and ultimate viability.
Nonetheless, Social Innovation and Enterprise are
important. While one has to stay lucid and
critical, it is as – or perhaps more – important to
stay open. SI and SE are emerging trends with
significant potential value for society, and so
deserve to be nurtured and approached
constructively.
Social Innovation practitioners and supporters
can do a lot to help themselves, by presenting SI
and SE practices and achievements in accessible
concrete terms, emphasising usefulness and
impact. There is plenty of appetite to hear those
stories.
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