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Preface by Chris Elliot,                          

Chief Executive of Warwick District Council 
 

Local Government faces an intriguing and challenging set of issues to address over the next 

few years.  It aims to be self-sufficient financially, have more powers devolved to it, address 

growing economic, environmental and social issues from tackling obesity, improving services 

around mental health issues, promoting the local economy, tackling climate change, being 

local champions of place to promoting cohesive communities to name but a few and with less 

money to do it.   

 

To help address these tensions between demand and ability to address them Local 

Government is once again showing itself as the most innovative force in the UK Public Service 

and in particular is showing how it can be more commercial in the way it addresses issues and 

delivers services.  But what exactly does commerciality mean? and what skills, knowledge and 

training will it require for local Government staff? This proposal sets out how we can address 

this issue.  I commend it to you. 

Introduction 
Can the Public Sector become more commercial whilst retaining its underpinning ‘public 

service ethos’?  Can the development of a more commercial mind-set be achieved without 

compromising public service values?  These are some of the questions being posed across and 

throughout the sector as organisations wrestle with the transition to a more commercial but 

progressive mind-set whilst protecting the  individual and wider social drivers integral to 

many of us who have built careers in the public sector. A difficult balance to achieve but one 

that we are hoping can be secured through adopting and utilising many of the components, 

tools and approaches identified and developed through our research.  

 

 Our research sought to  provide a model, the 'Commercial Thinking Wheel' which will 

incorporate tools, techniques and guidance for Public Sector managers, capturing the key 

components necessary to become a commercial thinker. We will discuss behaviours, culture, 

characteristic and skills.  These will form part of the layer will be imbedded beneath our 

model.  

 

Through extensive literature reviews and interviews with senior management from across the 

Public Sector  we aimed  to create a document that can be very easily understood and provide 

managers with the insight and support to increase their commercial acumen. .  
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What do we mean when we say ‘Managers 

need to become Commercial thinkers?’ 
To enable us to respond to this we need to firstly challenge one of many similar definitions of 

‘Commerciality’.  

Commerciality is defined as a commercial quality or character; ability to produce a profit:  

Of course, 'commerciality' as a term maybe interpreted in a number of different ways which 

are sensitive to context and perspective, so when challenging this definition, we need to be 

mindful that commercial thinking for those working within the Public Sector will inevitably be 

interpreted in a different vain to that within the Private Sector, if only from the differences 

between motivation of profit versus social value .    

In a report published by Capita in November 2013, Jonathan Flowers explored the meaning of 

commercialism within the public sector finding that when talking with peers, clients and 

colleagues, the subject seems to group itself into four different aspects;  

1. Making money – doing something that generates profit that can then be 

deployed for councillor’s priorities. 

2. Behaving in more business-like – adopting some of the positive culture and 

behaviours that are sometimes associated with commercial organisations. 

3. Commissioning councils – creating a separation between service 

commissioners who are super-intelligent ‘buyers’ of what’s needed, and super-

efficient providers, who may also compete for others business. 

4. Being business friendly – to promote local economic growth and prosperity. 

It’s useful to consider these separately, though obviously any given council may adopt any or 

all of these strands.1 

Therefore, when looking to create a model to enable Public Sector managers to become 

commercial thinkers it is important for managers to be able to draw a distinction and 

categorise the type of venture they were/are looking to pursue. The  guide we have created 

will assist public sector managers to respond accordingly.  

Our ‘commercial thinking wheel’ is designed to help identify the key components required to 

enable managers from any sector to think commercially however, our focus for this report is 

for those managers within the Public Sector.  The components for the model have been 

created from our desktop research, speaking to Chief Executives, Senior Managers from 

within the Fire Service and a number of Metropolitan and County Councils. In addition we 

have reviewed some of the many studies already undertaken around commerciality, including 

analysis and reviews undertaken by CAPITA, KPMG and CIPFA. 

 
                                                           
1 CAPITA – Creating council commercialism ‘A conversation’ November 2013 Jonathan Flowers, market director Local Government, Capita 
page 1 
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Background 
 

The Gap between Public and Private Sector Managers  
Whilst researching this area and identifying the components which will enable managers to 
become commercial thinkers it is important to recognise where the gaps are. There  is a 
generally perceived distinction drawn between those working in the Private and Public sector, 
predicated upon the long held perception that Private Sector Managers are already in tune 
with the requirements to think commercially. 
 
However, KPMG's 2016 Foresight Emerging Trends study  begins to challenge such, identifying  
the reality  that public sector capability and capacity has in many places significantly 
improved. Recognising they are now being benchmarked against private sector performance 
measures, many working across parts of the public sector have learned valuable lessons, 
incorporating private sector practices into their own organisations alongside a context and 
ethos of public service provision and delivering social value. . While public sector appetite for 
investing in sufficiently skilled and appropriately compensated resources whether it be for 
project management or operations remains a significant concern, the gap between the public 
and the private sector is starting to narrow. 
 
That is not to say that the private sector’s role in infrastructure is diminishing quite the 
opposite. In fact, the last few years have seen the rise of a phalanx of global developers and 
operators in key segments such as ports, airports and transportation as governments 
continue to leverage the specialised expertise of the private sector to drive improved results. 
Ultimately, we expect to see the knowledge gap between public and private sectors continue 
to shrink as the cycle of interaction, experience and improvement continues. 
 
Whilst the voluntary or enforced shift towards privatisation and public private partnerships 
(PPP) over the past few decades has sought to address some long-standing concerns about 
public sector capabilities, it has also proven to be a catalyst to public sector improvement. 
Over the long-term, we expect the private and public sectors to continue to drive each other 
to achieve ever-higher levels of performance, regardless of the chosen implementation 
method. As a result, we expect to see fewer public and private decisions being made on 
‘ideological’ grounds in the future.2   
 
Faced with ever more significant and complex challenges of continued austerity, societal 
pressures, accelerated change and conflicting priorities, the public sector and particularly 
those elements which have received little or no protection may justifiably feel there is a hex 
upon them. 
The Government ideology continues to use various levers to drive policy towards more public-
public and public-private partnerships in order to secure greater efficiency whilst improving 
service levels. Increasingly this brings pressure to adopt more commercial thinking into the 
provision of public services to help with developing partnerships and to achieve these goals. 

                                                           
2
 https://home.kpmg.com/xx/en/home/insights/2016/01/trend-7-gap-between-public-and-private.html  

https://home.kpmg.com/xx/en/home/insights/2016/01/trend-7-gap-between-public-and-private.html
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Success in mixing public and private enterprise together has been varied. A number of high 
profile joint venture structures have been the subject of press comment and scrutiny. Large 
scale outsourcing approaches have recently faltered in a number of authorities. Outsourcing 
has its merits but in some cases exploring insourcing versus outsourcing could deliver a better 
and more flexible result. 
 
This leads on to how we can equip managers to respond to the changing face of the public 
sector.  
 
The Commercial Thinking Wheel  

Through our research and analysis, we identified four segments of understanding, we 
considered key to enabling managers to think and operate more commercially   

1. Understanding the Organisation  
2. Understanding the Environment  
3. Understanding the Market – Customers / Competitors 
4. Understanding Resources and Suppliers 

 
Our study also highlighted that within each of these segments, we needed to capture and 
illustrate the 'spokes' of our wheel i.e. the essential approaches and behaviours, culture, 
characteristics and skills required to enable managers to think commercially. 
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Understanding the Organisation 
 

Whilst each individual organisation faces a mix of social, geographic and demographic 
challenges all are increasingly wrestling with complex commercial deal structures and 
establishing a mixed economy of service delivery models as they seek to cut costs and raise 
standards? 
 
External consultants represent a willing and popular, but expensive recourse offering 
‘expertise’ in relation to outsourcing and transformational activities. Nevertheless, the ‘buck 
stops here’ sign will always be on the desk of the political leadership, the Chief Executive, and 
their senior leadership and management colleagues. 
 

The skills of existing executives and elected members need to be increased to understand the 
commercial mind-set of their private sector partners and those from whom they are 
commissioning services and outcomes.  As experienced service providers and well attuned to 
community needs and priorities, the client side will always be best placed to define and 
prioritise services.  However, translating such into well-developed specifications (whether by 
service level or outcomes), negotiating and performance managing contracts and operating as 
a fully intelligent client to hold providers to account for public expenditure, it is acknowledged 
we need to do better.   What is needed is insight into commercial thinking and the 
commercial approach used by the private sector in such activities as spin offs, outsourcing 
and partnerships, being made aware of the commercial mind-set helps the team to focus on 
the key issues at each stage of the negotiations.3 
 
Managers need to start thinking about, the business model; that which describes the 
rationale of how an organisation creates, delivers, and captures value. 
 
Most organisations can articulate the fundamental building blocks that make up their 
business, for example: their customers; their suppliers; their propositions; etc. It’s likely that 
at some point they’ll have created a traditional business plan that captures them.  However, 
whilst they are important, often in isolation these building blocks aren’t the differentiators of 
a successful business. 
 
Successful businesses not only understand the building blocks, but they consider how they are 
put together, the inter-linkages, and their interplay. It’s this understanding, their business 
model that creates differentiation and value.  A traditional business plan is likely to be a 
relatively static document articulating a snapshot in time.  After the ink, has dried, however, 
the environment that the business sits continues to change and therefore, there is a need to 
ensure that the business model continues to adapt also.  The business model needs to be 
dynamic, adjusting the interplays to accommodate changes in the environment such as 
competitor threats, supply constraints or opportunities, and changing customer 
requirements. 

                                                           
3 http://www.cipfa.org/policy-and-guidance/articles/commercial-skills-in-the-public-sector 

http://www.cipfa.org/policy-and-guidance/articles/commercial-skills-in-the-public-sector
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Whether you use one of the openly available methodologies, to help you understand, map, 
and evolve your business model, external insights and agitations are powerful in terms of 
challenging the existing or group things, and ensuring that all the relevant relational, 
economic, and legal considerations are considered and balanced. This lead to us research 
what was currently available for managers to help take these early steps.  
 

We managed to identify many tools and models available for managers to enable them to 
understand the organisation.  However, we found some left us with many unanswered 
questions or tended to further complicate an already complex activity.  To help understand 
the organisation managers need firstly be clear about the business model.  All parts of the 
system must work for you. 
 
Managers need to be able to show how they intend to generate revenue and profits as well as 
how they plan to deliver their value proposition to their local communities or other 
customers. 
 
The business model expresses the logic of the business venture.  Managers need to be clear 
about their offer to local communities or other customers, thinking more about added (social) 
value rather than (pure) cash value.   Of course, there will be payment, but the transaction 
needs to be a benefit, not a disadvantage.   The whole idea is to increase gains, be in position 
to compete with others out there to support responding to the needs of the local 
communities. We found that most of those who start a business venture are thrilled by the 
idea, in love with the service they are looking to deliver differently and eager to get out there 
selling it. The trouble that the world we confront is an infinitely complex system and we must 
ensure that all the moving parts are working to the manager’s advantage. 
 
Defining your business model is how you 
 

1. identify your market; 
2. define and differentiate your products; 
3. get and keep customers, creating utility for them; 
4. how you get to market: promotion & distribution; 
5. how you define what’s to be done; 
6. the way you will set up your resources; 
7. how you’re going to do all this at a profit. 

 

Business Model Canvas  

 

A tool known as ‘The Business Model Canvas’ developed by Alexander Osterwalder and Yves 

Pigneur, is a tool we found to be critical at this stage of the process. 
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We found this to be an easy tool for a complex job and managers can use it on their own or 
with others.  
 
Managers from Nuneaton & Bedworth Borough Council took part in an exercise where a 
facilitator used this tool to assist managers in thinking and enabled them to challenge the 
‘Value Proposition’.  They reported the tool to be most helpful enabling them to start to 
categorise the key requirements when considering a specific business venture. From the 
feedback we found this process to be most powerful within a team based learning 
environment.  
 
What is Your Value Proposition? 
 
The Value Proposition is key for managers to validate their business idea. We found that it is 
vital for managers to determine the answers to the following 3 questions that will help 
produce the Value Proposition: 
 

1. What customer problem will your business address 
2. How will the customer get value from your solution? 
3. Does your business model support the value proposition? 

 
Once managers have started the business venture and they will begin to get feedback from 
their local communities and other customers. 
 
It is essential to ‘Get it Right’ 
 
Managers need to understand it will demand considerable work to get the value proposition 
right. If managers have dealt with businesses that did not deliver value to them they would 
have known it immediately. In the alternative, managers may have had dealings with 
companies that did get it right. 
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It is key for managers to spend some time thinking about examples of each and the kind of 
experience they may have had using products or services or interacting with them. Managers 
could consider drawing three columns on a sheet of paper and simply put their words under 
‘Right’ and ‘Wrong’. Managers will then have a Value Proposition template for their own 
business venture.  Managers should use their own personal experience as a user or customer 
and it will make the process more valid. 
 
Why Define a Value Proposition Now? 
 
This is seen to be  a first priority task for managers because the market may just be "too 
crowded for just another widget". Even if managers feel they are offering a professional 
services, they will need to stand out from the crowd and respond to an identified (or 
evidenced potential) market demand.  
 
Managers need to be conscious that if they are not clear about their value proposition at the 
outset, they may risk making the wrong decision  as such  offering a service that satisfies the 
managers needs and not the local communities or other customers. A carefully expressed 
value proposition will define the integrity of the business venture manager may be 
considering. 
 
Your value proposition will guide your: 

 Business Model 

 Business Plan and  

 Marketing Strategy 
 
How do you define a Value Proposition? 
 
Managers could   be called upon to demonstrate that they are able to confront and solve the 
problem through superior: 
 

 Capabilities 
 Resources 
 Experience 
 Commitment 
 Honesty 

 
Managers need to start to think about why should someone from the local communities they 
service or other customers buy your service? They will have to convince their local 
communities or other customers that their particular service will add more value or better 
solve their problem than other offerings, or it is inherently an outstanding solution in absolute 
terms, never mind thinking about the offer in a competitive frame of mind. 
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It is not only about their service itself, but also the way that they will make it available and 
provide the service that goes with it. We found that the value is something managers found 
tough to define—it goes beyond price and quality, but also concerns relationships. 
 
An alternative approach is to use storytelling, managers should consider creating  a business 
venture worth talking about, managers may want to tell stories about the business venture 
they looking to  create. 
 
Be Sure to Live Your Value Proposition 
 
The value proposition is not about fine words and platitudes about offering something that is 
a ‘breakthrough’, or ‘best-in-class’. Managers need to be very specific and direct. Use 
everyday language and touch feelings as well as thoughts. 
 
Naturally, managers will want to show how the  business venture will increase revenue, 
decrease cost, yield efficiencies, or improve speed to market, save time, be more effective or 
add value from shared relationships. In so doing managers must be clear about how their 
solution is special. So not only does the managers offer need to be the best it can, but be able 
to show how they  are going to deliver their offer effectively and with real care. 
 
Research shows that managers tend only to define a great value proposition if they have a 
deeper affinity and engage in honest exchanges with their customer. The local communities 
and customer’s perception and experience is what matters, not the boastful claims managers 
can make. Manager leading new commercial service ventures need to remember, you cannot 
control what is outside, but only that which is inside yourself. Be the change! 
 
HR – Business Savvy 
 
How can we as HR practitioners add value in this journey to enable managers to think 
commercially and do we also need to become Business Savvy?    
 
There needs to be a change in the traditional HR mind-set challenging how practices have 
evolved; what contribution are we making to the development of the '21st Century Public 
Servant’? The research report - Business Savvy HR the edge by CIPD 2012: captures some key 
findings, it discusses four foundations to help build business savvy in both individual 
practitioners and HR Teams.  
 
The report refers to four foundations; 

1. Understanding the business model at depth 
2. Generating insight and impact through evidence and data 
3. Connecting and collaborating with curiosity, purpose and impact 
4. Leading with integrity consideration and challenge 
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1. HR understanding the Business Model at depth,  this study by CIPD mirrors the initial 
steps that a managers would need to think about. We should have ‘Insight’, knowing 
where value is created and destroyed across the complete value chain, which we will 
discuss in depth further the report. HR need understand the top and bottom line. We 
should finding the improvement points around people and performance.  We should 
be able to recognise, ‘Indicators’ and be in a position to spot opportunities to drive 
revenue and reduce costs, we should think like a customer/taxpayer. 4 According to 
the CIPD Business Savvy Report we need to be able to create ‘Inspiration’ and act like 
a strategy consultant. We need to be able discuss the business model of our 
organisations with our teams.  
 

2. Generating insight and impact through evidence and data, when analysing the 
Business Modelling Tool and taking part in the workshop in Nuneaton and Bedworth, 
it became clear that HR need to play an active role in generating insight and being 
involved in the creating the elements and processes embedded in the Business 
Modelling Tool; the value proposition – what problems need to be solved? Question 
what product or service does it best? HR need to have an ‘Insight’ into having an 
evidence focus. We should be able to stand up to the numbers and ensure that the 
number stand up. With ‘Indicators’ demonstrate impact through our numbers. With 
meaning, conviction and ‘Inspiration’ we should suggest a data focus with the 
different skills available,5 this will add substance to the Business Modelling Tool and 
enable managers in quantifying their decisions. 
 

3. Connecting and collaborating with curiosity purpose and impact, by HR bringing 
together the key partners, questioning who are the suppliers and service providers, 
and linking the Activities, what do we do with our resources?. In HR we should be 
placed in such a position that we can respond with curiosity, purpose and impact, 
securing ‘insight’ by stepping outside the traditional HR boundaries, seeking and 
scanning for opportunities to collaborate and connect. 6 The ‘Indicators’ prioritising 
what matters to the business and not just HR. We need to start to become 
operationally aware and business focused. We need to start to put the function at the 
heart of business strategy. 
 

4. Leading with integrity consideration and challenge, through ‘Insight’ HR need to serve 
stakeholders not power structures, assisting with adding value. The ‘indicators’ we 
need to show will balance compassion with difficult decisions, 7 enabling and 
supporting managers to make business critical decisions. 

 
 
 
 

                                                           
4
 CIPD – Research report – phase 1 – March 2012, Business savvy: giving HR the edge pg 7 

5
 CIPD – Research report – phase 1 – March 2012, Business savvy: giving HR the edge pg 9 

6
 CIPD – Research report – phase 1 – March 2012, Business savvy: giving HR the edge pg 12 

7
 CIPD – Research report – phase 1 – March 2012, Business savvy: giving HR the edge pg 16 
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The 4 foundations are accompanied by the following key principles; 

 Insights; which are effectively how the foundation is positioned, in two or three 
points. Insight-generation is, at root, problem-solving, seeing something differently or 
reformulating a problem/solution in a way which drives action 

 Indicators; to demonstrate what a business savvy practitioner would be doing  

 Inspiration; to help put into practice aspects of the business savvy.8 
 
Each of these combined arm HR with the ability to become ‘business savvy’ and help create a 
new breed of HR professionals who can contribute to enabling public sector managers to 
become commercial thinkers. 
  
Within the public sector the business model is better thought of as the service delivery 
methods; in house or through alternative delivery vehicles such as trading companies or spin 
outs. It’s vital as a manager understand the trading powers of the public sector you work in. 
It’s important to be reminded that the purpose of local authorities is not (and cannot be) to 
become commercial organisations. They are providers of essential services that are publicly 
funded, politically rationed and democratically accountable.  
 
At the root of all business models is the role of stakeholder value, stakeholder value is the 
management philosophy that regards the maximisation of the interests of all its stakeholders, 
customers, employees shareholders,  and the community its highest objective. Its objective is 
to maximise this value by following policies that (a) minimise cost and waste while improving 
the quality of its product and services, (b) improving the quality of its products and services, 
(c) enhance the skills and satisfaction of its employees, and (d) contribute to the development 
of the community from which it draws it resources and sustenance 9 
 

A study undertaken by Hays and the London Chamber of Commerce and Industry highlighted 
the challenges of transition from public to private highlighted a concern  based on perception 
(and/or experience) that public sector managers  were more apprehensive of making a 
decision than their new colleagues..10 Our research supported this analysis in that whilst there 
was an appetite to adopt a more commercial orientation and behaviours, the lack of 
experience of doing so within their public sector career created hesitation, fear of failure and 
the consequential risk aversion.  
 
There are areas that commercialised public services tend to fall short in terms of their 
commercial experience; 

 Quality and speed of decision making  

 Customer focus and creativity  

 Ability and freedom to attract and retain top talent 

 Ability to invest for the longer term11  

                                                           
8
 CIPD – Research report – phase 1 – March 2012, Business savvy: giving HR the edge pg 5  

9
 http://www.businessdictionary.com/definition/stakeholder-value-approach.html 

10
 Hays recruiting experts worldwide; London Chamber of Commerce and Industry – The challenges of transition; from public to private pg 12 

11
 CAPITA – Creating council commercialism ‘A conversation’ November 2013 Jonathan Flowers, market director Local Government, Capita 

page 9 
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Managers must not lose sight of the contextual challenges of a local authority; that it; 
 

 Can be a monopoly provider – so there must be some form of regulation or service 
guarantee – ideally market tested. 

 Is providing essential services – so there must be continuity guarantees or plausible 
‘plan B’ in the event of failure 

 Is publicly funded – so there are various legal requirements about the process of 
setting this up. 

 Is Politically rationed – so all the key ‘rationing’ policy and prioritisation decisions need 
to be made prior to the formation of the arm’s length unit. The arm’s length unit 
shouldn’t be deciding things that elected members must decide – a spin out social care 
company can’t decide to change care thresholds in order to make money! 

 Is democratically accountable – Electorates reserve the right to judge those they elect 
on whatever criteria they want to. An outcomes-based contract with clear service 
reporting and complaints-handling to cover off democratic accountability for results, 
but members will find it hard to let go of the process, when the process is often how 
they are judged. Electoral sensitivity will therefore be a factor. 12   

 
Managers should allow themselves to be positioned to help create strong relationships across 
different places and between organisations. These are a crucial factor and enable partners to 
align asset strategies.13 It is fundamental that the relationships and partnerships enable this 
information to be used in a way that optimises how assets, etc. are used in a strategic way 
within the organisation.   
 
Public sector assets are those assets owned and/or controlled by governmental or quasi-
governmental entities to provide goods or services to the public. The principles that apply to 
the valuation of public sector assets are essentially the same as for any other assets 
 
We have discussed the importance of why there is a growing need for managers to think 
commercially and identified the key component parts which will assist them in doing so. One 
means of breaching the cultural change hurdle is to create institutional separation, by placing 
commercially oriented services at arm’s length; as in a trading company or a joint venture. 
enabling a new culture to form within the arm’s length unit which managers can help shape, 
free of the encumbrances of perceived public sector norms.  
 
Research undertaken by CAPITA – Creating council commercialism found that where former 
council staff, when moved into a different organisation, can "blossom entrepreneurially". For 
example, staff who spin out into mutual’ s are more engaged, more creative in finding 
solutions. 
 

                                                           
12

 CAPITA – Creating council commercialism ‘A conversation’ November 2013 Jonathan Flowers, market director Local Government, Capita 

page 10 
13 http://www.centreforcities.org/reader/derlivering -change-making-the-most-of-public-assets pg 3 
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 CAPITA also highlighted in their report that they too have had direct experience of large 
numbers of staff TUPE transferring to them – which tend to be a result of someone else’s 
decision – and flourish as they find an environment that they may find more open to, and in 
some instances, better at, finding creative ways of meeting customer need and improving 
services14  
 

Public Service Ethos 
 
‘Public Service ethos’ as this is a topic widely discussed in the context of public service reform. 
Ethos captures the sense of an intrinsic motivation to service the public, distinct from extrinsic 
motivations such as material reward or fear of sanctions.15     
 
Moreover, the public sector is viewed by some as a “nicer employer”, offering better working 
conditions and greater job security, albeit less than it once was. At the same time, younger 
people are increasingly going into the private sector not necessarily for financial reasons but 
because they believe this is where they are best placed to change society.16    Research 
suggests that the whilst the concept of a public service ethos; it’s no longer the preserve of 
the public sector. In their research for Localis, ‘A New Public Service Ethos’ authors Liam 
Booth-Smith & Dominic Leigh argue the delineation between public, private and third sector 
motivation is becoming blurred.  
 
As part of the research they interviewed a number senior public sector executives and 
managers cited ‘career advancement’ and ‘pay’ as two of the top three reasons for their most 
recent career move (the third, and top choice, was that the job be intellectually stimulating). 
Whilst good pay, and career opportunities should be a feature of public sector work, these 
characteristics were cited as being the top motivating factors in private sector work by the 
public sector workers that were surveyed. 17 This gives a clear sense of direction and captures 
how public sector managers could attempt to provide opportunity and attract talent into the 
public sector. So with this in mind and the tools we discussed earlier in this report could 
enable public sector managers to attempt to identify roles within the business which steer 
towards creating the commercial awareness and make the role (job) intellectually stimulating.  
Commercial awareness is a topic that we will be discussing further when looking into the 
segment of ‘understanding the environment’.   
 
PEST Analysis 
The PEST analysis categorises factors affecting the organisation under four headings, namely: 
 Political 
 Economic 
 Social 
 Technological 
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 CAPITA – Creating council commercialism ‘A conversation’ November 2013 Jonathan Flowers, market director Local Government, Capita 
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A PEST analysis will enable managers gain an insight into the environment of the 
organisation; managers need to understand what these factors represent and how they are 
interdependent.  Once these environmental factors are identified and analysed, organisations 
are in a better position to plan an effective strategy to meet their objectives and minimise any 
errors that might be causing a performance-expectation gap. A PEST analysis can help capture 
aspects that affect the organisation and its long-term strategy. 
 
Numerous factors determine and affect the environment of an organisation, which should be 
identified, understood and analysed by the business so it can achieve optimum performance. 
Within each of the heading we felt it would be helpful to bullet point just some that could 
appear under each to give public sector managers a starting point. 
 
Political – What are the key policy directions of the current government as it relates the 
operating environment. What are the possible and likely alternative policy directions on the 
horizon?  

 Localism and de-centralisation – changes the role of local government  

 Local Government Finance Act 

 Welfare Reform Act Public Service Reform Health and Social Care Act 

 Social Value Act   
 
Economic – What are the current trends in the economy and how might they affect our 
organisation, local government and the public sector. What are the trends in individual 
prosperity and how will this impact on our current and future service offering? 

 Economic downturn, need for restructure the country’s economic base 

 Reduction and strain on the public-sector funding  

 Impact of the public service cuts elsewhere - who has what resource 

 Impact of the Welfare reform on the local economy  

 High unemployment rate, including youth unemployment  

 Rising energy and water costs 
 
Social – What are the social trends that will affect our citizens and users. In what ways will 
demographic, changes in purchasing patterns, families and community cohesion influence our 
strategy. 

 Ageing population 

 Large increase in number of residents ages 0 -19 

 Greater requirement for personalisation of services 

 Increase in the demand for certain services 

 Prevention agenda – save resources upstream 

 Increase in online shopping  

 Rising cost of living – increase in debt issues and usage of pay day lending /loan sharks 
 

Technological - How will new technologies help us to get our services to our services to our 
customer? What changes and opportunities will technology present in the future? 

 Greater usage of internet, social media and social networking to give and receive 
information 

http://pestleanalysis.com/pest-analysis/
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 Greater opportunity to collect customer insight through online collection  

 Constant advances in technologies innovations 
 
Legal/Legislative – Given current and emerging trends in national and international 
legislation, what do we see as the most significant factors? What are the internal and external 
requirements of future legislation?  

 Care Bill 

 Anti-Social Behaviour Crime & Policing Bill 

 Local Audit and Accountability Bill 

 Carbon Reduction Commitment (CRC) 

 Children and Families Bill 
 
Once a manager has undertaken a PEST (L) analysis and completed the Business Modelling 
Canvas they should be well on the way to compiling a strategy and agreeing away forward 
with regards to any business venture they are looking to pursue. 
 
Value Chain Analysis (Private and Public Sector) 
 
The final tool; for this segment of the wheel is ‘Value Chain Analysis’.  A value chain itself 
describes the full range of activities which are required to bring a product or services from 
conception, through the different phases of production, (involving a combination of physical 
transformation and the input of various producer services), delivery to the final consumer. 18  
The concept of the value chain came from business management and was first described and 
mostly popularised by Michael Porter in his 1985 best seller ‘Competitive Advantage’; 
Creating and sustain Superior Performance.  Porter termed the larger interconnected systems 
of value chains the ‘value system’. All organisations activities were divided into two streams; 
primary and supportive activities.  
 
Primary activities relate directly to the physical creation, sale, maintenance and support of a 
product service while support activities support the primary functions. This value system 
includes the value chain of the organisations supplier, the organisation itself, the 
organisations distribution channels, and the organisations buyers.  
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Value Chain Analysis; Porter 1998 

 
Any public sector organisation that provides services to the citizens play a role in value 
creation for the country. Providing a quality service and creating public goods, competitive 
development and the growth of the country and ensured. So the main issue for the public 
sector organisations is to create better value through public services and to meet needs 
provided by citizens, private organisations and other public bodies. 
 
Both theory and practice in the private sector have already identified a link between 
employee satisfaction and customer satisfaction on the one hand, and between customer 
satisfaction and the bottom line, on the other. The combination of these two relationships 
yields a casual chain in which an improvement in employee attitudes and behaviours leads to 
an improvement in customer in employee attitudes and behaviours leads to an improvement 
in customer attitudes and behaviours, which leads in turn to an increase in growth and profit. 
19  
The main idea of the public value chain architecture is creation of the two basic value flows 
her are just some e.g.;  

1. Primary activities, such as service concept design, physical resources procurement, HR 
selection and management, service creation and delivery and etc; 

2. Support activities, such as strategic planning, financial management, brand 
management an etc 

 
It is important for managers to note that the Public Sector Services Value Chain Model builds 
on previous knowledge. In the present context, the Public Sector Service Value Chain Model is 
an adaptation of the Private Sector Service Profit Chain Model. 
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Managers need to note that Primary activities are the basic flow of services provided by 
public institution and support services helps to increase value to different groups of society. 
Value chain can be analysed from the different dimensions of the interest groups. The main 
analysis explores the ways in which  the organisation creates value for its stakeholders and 
distributers this value between them. 
 
Public sector managers need to be aware that the Public Sector has to meet more 
expectations. Typically, in the public sector we can find these dimensions; 

1. User value 
2. Value for wider groups 
3. Political value 
4. Social value 
5. Environmental value 

 
The Public Sector Service Value Chain consists of three core components; People, Service and 
Trust, and his approach of public value is analysed in 3 dimensions which all Public Sector 
manager will be familiar with. 

1. Employee satisfaction and commitment  
2. Citizen/client service satisfaction  
3. Citizen trust and confidence in public institutions 

 
This tool should enable managers ask - How do – or should – you add value to your 
organisation? And what do you do that contributes to its goals, and makes life better for your 
customers/local citizens? If you're not sure, conduct a Value-Chain Analysis to determine 
which activities create the most value for your customers. A value chain will aide managers to 
be making more informed decisions.  
 
This now links into the second segment of our Commercial Thinking Wheel; ‘understanding 
the environment’. 

https://www.mindtools.com/pages/article/newCDV_32.htm
https://www.mindtools.com/pages/article/newTMC_10.htm
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Understanding the Environment  
The business develops and changes according to the external and internal environment, and 
the demands of stakeholders such as the customer, and suppliers. 20 Elements which we will 
discuss further in the respective components in the wheel.  There are a number of actions 
that individual managers can do to improve their commercial awareness: 
 
Managers need to think about what they have learned from any job or work experience that 
is new and enriches understanding.  They should think about the organisation they worked in, 
and consider what they know about its customers, the sector and the broader environment in 
which it operates (and here, it can be helpful to think about political, economic, social and 
technological aspects separately as referred to earlier in the report), its competitors and 
anything else managers think of about the way it operates and why it is successful or not.  
 
Managers should reflect on what they think can be generalised, and what they think might be 
sector organisation specific. Managers may want to brush up on their basic skills, especially 
numeracy and, if possible, statistics. There’s very little more embarrassing than being 
presented with a graph and wondering which way up it goes, and percentages. What exactly 
is a percentage increase?  
 
Some managers may consider taking on a voluntary role that will help improve their 
commercial awareness. For example, does a local club need someone to take on a project? 
Does your children’s school PTA or similar group need a treasurer? Roles like this will increase 
their understanding of how organisations find or make money, and how they judge how well 
it is being used. 
 
The Strategic Choice Cascade 
 
The Strategic Choice Cascade model is a tool that guides leaders in making choices around a 
"winning aspiration", where to play, how to win, core capabilities.  In their recent book 
‘Playing to Win’, A.G. Lafley and Roger Martin set out a clear and pragmatic strategic 
framework based on the Strategic Choice Cascade, which was developed over 20 years by 
strategy consulting firm Monitor and used by hundreds of organisations. It provides a 
powerful approach to thinking about strategic choice and action.  
 
The Strategic Choice Cascade is addressed by every major enterprise, whether by design or 
accident.  The higher-order sets of choices in this cascade—those that relate to overall longer-
term “goals and aspirations” (mission, purpose, vision, etc.), followed by clear definitions of 
“where to play” (markets, geographies, customer segments, etc.) and “how to win” (a 
coherent proposition that encompasses both winning and sustainable value for customers 
and economic success for the organisation) are enterprise level imperatives that stake out a 
competitive position.  
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The lower-two boxes are focused on the activation of that position: In effect, they identify 
what it will take for the organisation to be able to win in the fashion described. These final 
two boxes “What capabilities must be in place?” and “What management systems are 
required?” are not just important to understand for implementation purposes. They are the 
articulation needed to guarantee the strategy can be operationalised.  
 
It is the clarity of choice and the connecting of the “position” boxes to the “activation” boxes 
that ensure the strategy bridges to impactful action. In this way, the Choice Cascade Model 
arrows are as important as the boxes. Note that the arrows flow both ways. In many 
instances, recognition of a new growth opportunity leads an organization to identify new 
Play/Win choices followed by a focus on what capabilities they must build or partner for. This 
is a left-to-right flow through the cascade. In other instances, the flow is right to left. For 
example, the development of a new technology properly leveraged by the organisation into a 
distinctive capability begs the questions “how does this create significant value for some 
customers?” and “where can I find them?” 
 

 
The Strategic Choice Cascade: A proven approach to addressing strategy as a set of  
5 inter-related questions 
 

1. What is your winning aspiration? The purpose of your enterprise, its motivating 
aspiration. 

2. Where will you play? A playing field where you can achieve that aspiration. 
3. How will you win? The way you will win on the chosen playing field. 
4. What capabilities must be in place? The set and configuration of capabilities required 

to win in the chosen way. 
5. What management systems are required? The systems and measures that enable the 

capabilities and support the choices 
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Commercial Awareness  
 
Commercial awareness is a highly-valued skill in the current employment market. With public 
and voluntary sectors facing increased levels of competition for service provision, and the 
tight global economic position, this is perhaps not surprising.  
 
Managers would benefit from having an understanding of internal and external challenges 
and the needs of different stakeholders (staff, customers, competitors, suppliers). In practical 
terms it can be summed up as the ability to recognise the need for efficiency, cost 
effectiveness and meeting customer needs, as well as understanding the wider economic 
context in which an organisation operates and the risks and opportunities this offers. 
  
A 2011 survey by the CBI said that 44% of employers were not satisfied with the levels of 
business and customer awareness skills among job candidates, so there is plenty of scope to 
make an impact in this area.21 
 
It is hard to give an exact definition of commercial awareness. It certainly doesn't mean that 
managers need to have studied business, finance or economics and is much broader than 
that. Some skills manager could benefit from be commercially aware are 

 problem solving 

 analytical 

 innovation 

 creativity 

 understanding the connections between products/services internally and externally  
 
Commercial awareness 'behaviours 

 demonstrating an understanding of the organisation's mission, aims, markets, 
products and services 

 Understanding the wider sector in which the organisation operates, including the 
political, economic and regulatory factors affecting it 

 Knowing how a business is organised and who the key stakeholders (internal and 
external) are 

 Showing awareness of the organisation's major competitors 

 Understanding the commercial priorities of the organisation and likely future priorities 

 Showing awareness of some of the 'practical' things affecting a business, e.g. 
technology, restructuring, staffing, costs 

 Demonstrating well-considered views and opinions on commercial topics 

 Analysing and interpreting business data in different formats, e.g. charts, graphs22 
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22
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Commercial awareness, or business acumen, can make a significant career difference, 
whether the manager is just starting out or they are an experienced professional. With it, 
mangers will make sensible, well-informed decisions. Without it, the decisions managers 
make may be naïve, and people will quickly lose confidence. 
 
Commercial awareness can also improve the manager’s performance in their current role. 
When managers understand the industry that they work in, and know how their role helps 
their organisation compete, managers can make better decisions, manage risks more 
effectively, get good prices from suppliers, strengthen their reputation as an expert, and 
increase the manager’s chance of promotion. Managers are more capable of meeting their 
clients' /the public needs. 
 
It is important to remain conscious that it takes time and work to build commercial 
awareness, which should form part of ongoing professional development. 
 
Staying up-to-date with political developments and keeping up-to-date on your local issues is 
part of developing commercial awareness. This can be as simple as subscribing to relevant 
journals, periodicals, blogs,Twitter feeds, financial reports, and websites, and make time to 
read them on a regular basis.  Managers also need to keep up-to-date on more general 
business developments by subscribing to an appropriate business publication or website, or 
simply access business news sources which offer an objective analysis of what the news 
means.  
 
One of the advantages of developing commercial awareness is will help managers to form 
robust opinions, which are informed by the factors, influences, and trends they see around 
them.  When managers get information from reliable, objective sources, or from professionals 
it helps to build and maintain trust, this also helps to ensure that the managers judgment is 
sound. 
 
Cost Benefit Analysis 
 
Evaluating and prioritising projects or investment is another key part of developing 
commercial awareness.  It's also important to ensure that managers prioritise projects that fit 
with the organisation's strategy, and they are sense-checked to make sure that they are 
practical  
 
Stages at which cost benefit analysis can be applied 
 
CBA offers valuable information at stages in the project cycle:  
 

 Ex-ante CBA - undertaken at the pre delivery stage, of what return in terms of public 
value and exchequer savings can be expected from investment in a specific option or 
proposal. Based on this information, commissioners may choose which proposal  to 
adopt or alternatively to allocate scarce public funds towards other proposals that are 
expected to deliver greater public value. 
 

https://www.mindtools.com/pages/article/finding-time-development.htm
https://www.mindtools.com/pages/article/keeping-up-to-date.htm
https://www.mindtools.com/pages/article/twitter-for-work.htm
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 Regular iterations of CBA - based on up to date project management data can show 
whether a project is achieving, or is likely to achieve, its forecast return on investment. 
If a project is found to be failing to meet expectations, project managers can redesign 
delivery or, in some cases, stop delivery and reallocate funds to better performing 
projects. 

 

 Ex- post CBA - undertaken after a project has been delivered, is one way of judging 
whether a project has been worth undertaking. It also gives us information with which 
to update and improve the estimates that are used in ex- ante appraisals of future 
projects. 

 
Continuing improvement of evidence through robust evaluation 
 
This approach to CBA has been developed as a flexible methodology that can be used before, 
during and after project delivery. Before implementing a new or redesigned service, it is 
useful to start by building an ex-ante, appraisal model. This produces Net Present Values 
(NPV) and benefit - cost ratios (BCR) of individual projects based on:  
 

 estimates of how many people these projects will benefit;  

 forecasts of what projects will cost the public sector and  

 estimates of the value of project benefits to the public including the wider economy 
 
This will help managers to determine if it is a sound investment / decision (justification / 
feasibility) to provide a basis for comparing projects. It involves comparing data to see 
whether the benefits outweigh the costs.23 
 
A final key point is the understanding of how your business operates and makes money. 
When managers are able to demonstrate commercial awareness, their focused on making 
money for their organisation and helping it achieve its aim. Managers need to be able to have 
informed opinions on factors that affect its profitability or market share, so they can 
understand their competitors and customers, which leads us to component 3 of our 'wheel; 
Understanding the Market.  
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Understanding the Market  
 
The Ansoff Matrix 24 
 
The Ansoff Matrix; the matrix can assist and guide managers in positioning themselves in 
developed market, penetrating markets, how to develop product and ideas around 
diversification.  
 

 Customers 

 Existing  New 

Products and 
Services 

New Starbucks in the Library 
(LB Hammersmith and Fulham) 

Me, Myself and I 
(Staffordshire CC) 

Existing  Fees and charges Trading services e.g., library 
services (Essex CC to Slough 
BC) 

 
The Ansoff Matrix above looks at existing customers and new ones, and existing 
products/services and new ones. It helps focus attention, box by box on whether it’s about; 
 

 Developing further the existing product range for existing customers (in a council 
context money-making here may be about fees and charges) 

 Creating new products for the existing customers (a council example is where LB 
Hammersmith & Fulham profit from putting a Starbucks in their Library) 

 Taking your existing products and finding new customers for them (many traded 
services fall into this category) 

 Or, lastly, about creating entirely new products for entirely new customers. 
(Staffordshire CC who developed a purposeful game called ‘Me, Myself and I’ 25 

 
The final example above is drawn from research undertaken by CAPITA as a means of eliciting 
views and opinions from adults with learning disabilities, on some life choices which affect 
them. This game was an example of a completely new product, developed in Staffordshire, 
which is now being marketed to councils and other organisations elsewhere. This is one 
example of many which are becoming approaches where managers are becoming creative 
and open to new markets to new customers with different needs. 
 
The Ansoff model helps to provide clarity in determining the course of action for managers 
and explain the approach to commercialism.  
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Managers should be able to know where value is created and destroyed across the complete 
value chain. This would include understanding the top and bottom line. Finding the 
improvement points around people and performance which drive value. The key to value 
creation is a business model or market proposition which allows an organisation to enter a 
market and to sell/provide/co-ordinate around a product or service.26    
 
The Marketing Cycle 
 
The Marketing Cycle tool below is a process of constantly improving the product, monitoring 
how it is selling and what customers think about it, one that can assist managers to think 
differently, commercially and respond accordingly.  
 

 
 
A study undertaken Simon Sinek; The Golden Circles; helps to capture the ‘why’, people buy 
into the why, not the ‘what’ you do. The how, the why, the what; 

 The ‘how’ the unique selling point,  

 The ‘why’ purpose, cause the belief; why should anyone care;  

 The ‘what’ you should know the function inside out.  
 
In our research, we found there to be a sense of belief at the higher levels of management 
but as the concept/idea began to cascade down the purpose/why became diluted. The why 
had been replaced with the uncertainties of change and how the change would impact them, 
the employees; the reduction in resources creating a challenge.  
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Some managers stated that this was causing a resistance, added to the gap in skills with 
regards to thinking commercially managers stated that it can become an uphill battle.  
 
In one of the local authorities we researched there appeared to be a more coordinated and 
responsive approach, for example a few managers are working in Nuneaton and Bedworth 
Borough Council for part of working week and at Rugby Borough Council the other part  A 
working style very much encouraged the by the Chief Executive, Alan Franks, who emphasised 
that this gave him and his managers the opportunity to openly challenge, discuss the current 
way of working and could help create innovative ideas/solutions on how product/service 
could be delivered differently.  
 
Conversations around how products/services can be delivered to the different markets are 
conversations that we hear a lot of at the moment, and ones that were discussed amongst 
with the senior management from Nuneaton & Bedworth. However, what we found to be 
quite refreshing and apparent during the discussions was that there seemed to already be a 
shift in mind-set, which inevitably impacts on the culture and behaviour. Which is something 
we found to be posing as a challenge within larger Councils.  
 
During our visit to Nuneaton & Bedworth we expected the negative remarks around working 
and thinking more commercially, and some resistance to change. However, Alan and his team 
were very clear about how, by working together they would look to find creative and 
innovative ideas to generate income which would benefit their local citizens.   
 
It is essential for managers to have an understanding of the wider market as this skill will help 
develop the business acumen required to think commercially.  
 
A good commercial understanding demands two approaches: Business Education and 
Common Sense; 
 
Business education: The most important is a first-class grounding in marketing principles, 
followed by strategy and strategy development. The key is to maintain curiosity and to 
recognise that your work applies to all aspects of business. You have to reach key 
stakeholders who are experts in different disciplines, so you at least need a basic grounding in 
all areas so that you can understand their insight needs. 
 
Common sense: A great deal can be achieved by adopting a basic, common sense approach, 
and a change in mind-set. A common misconception amongst those working in large 
businesses is that big business is difficult to understand. In reality, it’s not much different from 
a small one: it’s about understanding who your customers are, what they want and providing 
products at a price they are willing to pay and which is higher than the cost of providing them. 
Our research found this to be a very strong talking point with many senior managers; the 
common theme was that there seemed to be a lack of confidence and acumen in some cases. 
This highlighted the immediate concern; many managers were not equipped to compile a 
pricing plan/strategy to allow them to position themselves competitively in the market.  
Managers would need to have knowledge of some key financial realities for trading; these 
combined can help create some advantage when entering a specific market. 



Enabling Public Sector Managers to become Commercial Thinker’s 2016 

[IL0: UNCLASSIFIED] 

 

29 

 
 Managers must also have knowledge of how you market a brand or product, but they will first 
need to understand the difference between a brand and product. 
 
When does a product cease to be a product, and transition to a brand? WE found the 
following definitions to be helpful;  
 

 A product is a thing on a shelf… A brand is a recognised identity. 

 A product is in our minds only when we see it, or use it. But a brand exists in our minds 
as a set of ideas and associations. 

 If hearing the name or seeing the symbol triggers stored images in your mind, it’s a 
brand – if not, it is just a product! 

 
"Companies make products and consumers make brands" 

 
"Products can be copied and replaced but brands are unique" 

 
 

 
 
Commercial awareness is one of the key attributes cited by many employers as being 
essential to employability, but unfortunately one that many people seem unable to 
demonstrate. It comes up time and time again in job advertisements, discussions between 
recruiters and on careers guidance websites. But what does 'Commercial Awareness' really 
mean, and how can you develop it? With the huge changes that have happened in the public 
sector around the world over the last five years, it can sometimes seem that citing the need 
for commercial awareness in job advertisements is a way of saying ‘You must have worked in 
a commercial organisation, and not just in the public sector’. But you can develop commercial 
awareness working anywhere, including on a voluntary basis, or even by reading and 
studying. 
 
 
 

Product Vs Brand 

 

 

     Vs     A product is an OBJECT 

It’s easily COPIED 

It’s sold by a merchant 

Becomes quickly 

OUTDATED 

A brand is a personality 

built on TRUST and 

RELATIONSHIPS 

It’s UNIQUE 

It’s bought bay a 

customer 

A great brand is 

TIMELESS  
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Manager Self Skills Assessment  
 
This simple approach referenced above masks a wide range of skills and understanding. In 
assessing self commercial awareness, the first and probably most obvious area is the depth of 
understanding of the business and its market or sector. 
 
Ask yourself and research the following questions: Does the organisation produce, sell, or buy 
products? Or is it in the services or ideas business? Who are its customers? Are they; other 
businesses, or ‘ordinary people’? What’s going on in the market sector? Are there legal or 
regulatory changes on the way, or does the economic situation have a larger-than-usual 
impact? 
 
The next part is understanding how you will fit in to the organisation, from our research we 
found this to be one of biggest hurdle for managers to overcome.  What job would you be 
able to do, and how will your unique skills and attributes help the organisation more than 
anyone else’s?  In other words, what do you bring that the organisation needs to meet its 
goals? Are you the sort of person the organisation needs, and will what you want to do fit into 
the organisation structure? More generally, for new graduates and those who have not 
worked before, it’s helpful to demonstrate that you understand how organisations are 
structured, what a hierarchy looks like, and that you understand that you will start fairly close 
to the bottom of the heap! 
 
There are a few other quite specific skills that it’s helpful to demonstrate to reassure potential 
employers that you are likely to be commercially aware. First, an understanding that 
organisations are there to make money, which is a different mind-set for those working within 
the Public Sector, as they are responsible for the public purse.  You need to show some level 
of financial awareness: a demonstration that you always look for value for money in any 
purchase, or venture you may be considering to help generate income, for example, or that 
you have helped an organisation achieve cost savings through improving efficiency, or moved 
a project forward from idea to implementation.   
 
The Thomas–Kilmann Conflict Mode Instrument popularised conflict style inventories. It uses 
two axes (influenced by the Mouton and Blake axes). The TKI identifies five different styles of 
conflict:  
 
Defeat - High assertiveness and low cooperativeness. The classic win/lose scenario. You can 
only win when your adversary does not 
Withdraw - Low assertiveness and low cooperativeness. You side step the conflict without 
trying to satisfy either parties concerns. Dealing with issues is ignored. 
Accommodate - Low assertiveness and high cooperativeness. You try to sustain the 
relationship, at the expense of asserting/getting what you want.  
Collaborate - High assertiveness and high cooperativeness. The goal is to find a win win 
solution. You actively seek to ensure that others get heard, while asserting your own position. 
Compromise – Moderate assertiveness and cooperativeness. The goal is to find a middle 
ground. You may feel some pain but this is fair, as the other parties pain is about the same as 
yours. 
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The TKI helps managers to understand the ways to approach and manage situations by 
depersonalising potential conflict situations. It proposes particular and unique modes and 
approaches that managers can use to deal with a situation effectively while enhancing self-
understanding and awareness of others. 
 
Customer and Competitor Analysis 
 
To understand your organisation, you also need to know about your organisation's customers 
and competitors. First, make a list of your competitors. What are their strengths and 
weaknesses? How are they performing, compared with your organisation? 
 
Perform a USP and a SWOT Analysis. How does your organisation stand with respect to its 
competitors? What are its biggest strengths and weaknesses? Are competitors taking 
advantage of any of these weaknesses? And have you identified a strength that your 
organisation isn't taking advantage of? 
 
Now look at your organisation's target market. Who are these people? What do they care 
about? How does your organisation segment the market. There are a huge number of 
variables that could be used for market segmentation in theory. They comprise easy to 
determine demographic factors as well as variables on user behaviour or customer 
preferences. In addition, there are differences between private customers and businesses. 
The following tool illustrates the best known examples, it is easy to follow and is not 
exhaustive, a tool to aide managers in segmenting the market. 
 

https://www.mindtools.com/pages/article/newTMC_11.htm
https://www.mindtools.com/pages/article/newTMC_05.htm
https://www.mindtools.com/pages/article/newSTR_84.htm
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Understanding Resources and Suppliers 

 
VRIO Analysis 
 
Every organisation depends on resources and suppliers to operate effectively, and it's 
important to use resources effectively and get the best price for goods and services.  
Conducting a VRIO Analysis is designed to help  understand the relative importance of your 
organisation's current resources. This will help you determine which of these you will need to 
use particularly carefully, and whether access to these is helping or holding back your 
organisation's success. VIRO Model is the tool used to analyse the organisations internal 
resources and capabilities to find out if they can be a source of sustained competitive 
advantage 
 

 
 
 

https://www.mindtools.com/pages/article/newSTR_73.htm
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VRIO is a business analysis framework that forms part of an organisations larger strategic 
scheme. The basic strategic process that any organisation goes through begins with a vision 
statement, and continues on through objectives, internal & external analysis, strategic choices 
(both business-level and corporate-level), and strategic implementation. The organisation will 
hope that this process results in a competitive advantage in the marketplace they operate in. 
 
VRIO falls into the internal analysis step of these procedures, but is used as a framework in 
evaluating just about all resources and capabilities of an organisation, regardless of what 
phase of the strategic model it falls under 
 
Valuable  -  The first question of the framework asks if a resource adds value by enabling an 
organisation to exploit opportunities or defend against threats. If the answer is yes, then a 
resource is considered valuable. Resources are also valuable if they help organisations to 
increase the perceived customer value. This is done by increasing differentiation or/and 
decreasing the price of the product. The resources that cannot meet this condition, lead to 
competitive disadvantage. It is important to continually review the value of the resources 
because constantly changing internal or external conditions can make them less valuable or 
useless at all.   
 
Rare  -  Resources that can only be acquired by one or very few organisations are considered 
rare. Rare and valuable resources grant temporary competitive advantage. On the other 
hand, the situation when more than few organisations have the same resource or uses the 
capability in the similar way, leads to competitive parity. This is because organisations can use 
identical resources to implement the same strategies and no organisation can achieve 
superior performance. Even though competitive parity is not the desired position, an 
organisation should not neglect the resources that are valuable but common. Losing valuable 
resources and capabilities would hurt an organisation because they are essential for staying in 
the market 
 
Costly to imitate.. -  A resource is costly to imitate if other organisations that doesn’t have it 
can’t imitate, buy or substitute it at a reasonable price. Imitation can occur in two ways: by 
directly imitating (duplicating) the resource or providing the comparable product/service 
(substituting).  An organisation that has valuable, rare and costly to imitate resources can (but 
not necessarily will) achieve sustained competitive advantage. Barney has identified three 
reasons why resources can be hard to imitate: 

 Historical conditions. Resources that were developed due to historical events or over a 
long period usually are costly to imitate. 

 Causal ambiguity. Companies can’t identify the particular resources that are the cause 
of competitive advantage. 

 Social Complexity. The resources and capabilities that are based on company’s culture 
or interpersonal relationships. 
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Organised to Capture Value  -  The resources itself do not confer any advantage for a 
company if it’s not organised to capture the value from them. An organisation must organise 
its management systems, processes, policies, organisational structure and culture to be able 
to fully realise the potential of its valuable, rare and costly to imitate resources and 
capabilities. Only then the organisation can achieve sustained competitive advantage.  
 
Supplier Evaluation 
 
Also, are your suppliers giving you the service and support you need? Use Carter's 10Cs of 
Supplier Evaluation to analyse your organisation's suppliers and make sure that they're giving 
you the right level of service. 
 
The 10 Cs of supplier evaluation or selection is named after Ray Carter who originally devised 
7 Cs of effective supplier evaluation. This has since been extended to 10 and they offer a very 
clear focus for anyone who is involved in either selecting or evaluating suppliers. The 10 Cs 
are: 
 

1. Competency – this is fundamental to being a good supplier and competency needs to 
have evidence to back it up, there is no point in simply making assumptions; hard 
evidence is to be provided. 

2. Capacity – the supplier needs to have sufficient capacity to enable it to operate 
flexibly. The more flexible the supplier is, the more it can meet fluctuations in demand. 

3. Commitment – the supplier needs to demonstrate what level their commitment is to 
quality. They also need to provide hard evidence of the quality systems that they use; 
what is their framework to ensure quality? 

4. Control – control is important because it is control of the processes and internal 
procedures that needs to be looked at, so that a full profile can be established of the 
supplier and how much control the supplier has. Control can take various forms, for 
example, how much control does the supplier have in terms of its suppliers warning it 
when goods become scarce or even stop being produced. So there are lots of different 
aspects to control. 

5. Cash – this is the financial standing of the supplier. Are they in a robust position or are 
they teetering on the edge of financial meltdown? Obviously the more robust that a 
supplier is, the better they will be place to withstand any economic storms. 

6. Cost – obviously this is the cost of the supplies but it is looked at in terms of the full 
cost of the products on offer. It is interesting to note that cost is not listed as the No. 1 
issue to be considered, because it is very much just one factor to be considered, the 
other factors are of significant importance too! 

7. Consistency – can the supplier ensure that it delivers you the same product, up to the 
same standard in every order? Realistically it is highly unlikely that this can be 
achieved, since perfection is practically unheard of within the supply chain! However, it 
is included because the supplier should have a consistent approach and be able to 
demonstrate this. 

 
(The items above were the first & Cs as proposed by Carter, but these were later expanded to 
incorporate a further 3 issues): 

https://www.mindtools.com/pages/article/10-cs.htm
https://www.mindtools.com/pages/article/10-cs.htm
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8. Culture – this is an interesting point. Carter felt that the supplier should be one that 
has the same values and ways of operating as the customer. In a sense this is almost 
about compatibility, but it makes sense for the supplier and the customer to have 
some shared values and practices, otherwise the relationship could be strained in the 
future, simply does to the clash in different cultures. 

9. Clean – clean is a reflection of increased environmental awareness. Clean is about 
ensuring that the company complies with all statutory requirements and in particular 
environmental issues. So in a sense, suppliers are asked to demonstrate their ‘green 
credentials’. 

10. Communication – although it may seem obvious, suppliers need to be asked how they 
will communicate with you. Will it be by fax, email or telephone? Communication also 
covers the ICT software and applications that the supplier has. If they only have very 
basic ICT facilities, they will be unable to communicate effectively. 

 
Managers need to understand that Supplier Relationships is the discipline of strategically 
planning for and managing, all interactions with third party organisations that supply goods 
and/or services in order to maximize the value of those interactions.  
 
Supplier Relationship Management 
 
Supplier Relationship Management (SRM) is first and foremost an approach used for engaging 
with suppliers on a level that reflects the priorities of the customer organisation and how best 
these needs can be achieved. It is a differentiation process that recognises that not all 
suppliers are the same and therefore not all customer-supplier relationships should be dealt 
with through a single strategy. 
 

Whilst much of the emphasis is placed on the role and situation of the customer and supplier, 
the products and services being procured are extremely influential in how the organisations 
view and interact with each other. By understanding and responding appropriately to this 
triangulation it is possible to yield the greatest value from both the products/services and the 
enterprises involved. 
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Both provide an understanding of the relationship and structure and a mechanism of how 
managers can manage these. 
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Defining Commerciality for the Public Sector  
 
Whilst undertaking this research we developed our own definition of Commerciality for those 
within the Public Sector;. 
 
"The knowledge of how businesses make money, what customers want, what problems 
there are in a particular area of business. An understanding of what your organisation needs 
to do to generate income/make savings and serve its citizens/customers well. With it, you 
understand the organisation's core values, biggest competitors, key stakeholders, and 
current business challenges.  An understanding of the organisation, the environment, the 
market, and the ability to make sensible decisions." (Julia Jorden and Su Samra 2016) 
 

Conclusions 
 
This research has enabled us to examine the current capabilities within the Public Sectors of 
managers having the skills, characteristics to think commercially. We have uncovered an 
appetite in managers within the Public Sector to take steps into moving into a commercial 
environment and employers encouraging them to think commercially.  
 
The pattern emerging from the primary and secondary research undertaken as part of this 
study identified, during our interviews with managers, that managers felt under resourced, 
many stated they are willing to take the informed risks, and challenge their creative side; 
many appeared to be forward thinking, and were ready to embrace the forthcoming 
challenges. Some senior managers showed a very infectious enthusiasm to go out and do it.  
 
Some managers discussed elected members and how within some sectors their lack of skills 
and experience of working outside the traditional approach posed as a barrier. The red tape 
and statutory restrictions/requirements surrounding some ventures in some instances seem 
to be an uphill battle, a bit of a none starter.  
 
A key message that we did take back from many of the managers we spoke to, was how they 
felt this evolving commercial environment is something they have no choice about adopting 
and incorporating into their Business Plans, models etc. What was lacking for those we spoke 
to was that best practices were not being shared and a means of learning from ventures that 
neighbouring services had already undergone.  
 
We identified the developmental needs within the Public Sector around components  which 
we framed within our Commercial Thinking Wheelas;  
 
Understanding the Organisation 
Understanding the Environment  
Understanding the Market  
Understanding Resources and Suppliers 
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We hope that the tools, techniques and guidance linked to each of the components of the 
Commercial Thinking Wheel, combined with the skills, behaviours and characteristics 
embedded beneath the wheel will help enhance the culture and help to create an 
environment for managers to take the steps into the journey of enabling them to think 
commercially. 
  

 Assertive 
 Value employees 
 Learn from mistakes 
 Agile 
 Promotes high trust   
  culture 
 Risk taker 
 Decision maker 
 Problem solver 
 Accountable 
 Innovative thinker 
 Visionary 
 Change mind set 

Analytical 
• Logical thinker 
• Business acumen 

• Assertive 
• Value employees 
• Learn from mistakes 
• Agile 
• Promotes high trust culture 
• Risk taker 
• Decision maker 
• Problem solver 
• Accountable 
• Innovative thinker 
• Visionary 
• Analytical 
• Logical thinker 
• Business acumen 
• Change champion –  

 Mind shift  
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