	To
	Manchester Children’s Board
	[image: image1.jpg]




	From
	Mike Wild & Nicola Shanahan
	

	Date
	23rd February 2011
	

	Subject
	State of the children, young people & families voluntary and community sector
	


This report is intended to share with the Board our perspective as an infrastructure organisation (i.e. not frontline) of the current state of the voluntary sector, the risks to services and activities provided by the sector and what can be done to minimise the impact of funding uncertainties, public sector budget cuts and changes in the public sector. 

The report focuses on flagging up risks and potential unintended consequences. It is not intended to be unduly negative: where possible we have made suggestions about how these risks can be mitigated by all partners.

Changes in the sector

Evidence across the country is patchy by suggests that sector stands to see around 20-25% of organisations disappear altogether. These will be mostly small and medium sized organisations working exclusively within Manchester (or the City Region). Charities with working on a national scale may be forced to cut back local projects and bases but will probably retain some kind of presence in Manchester. We are encouraging local groups to record cuts to their funding using a tracking website which has been developed by a number of national infrastructure agencies.

The smallest groups are actually the most resilient since they are less reliant on money – but equally tend to have a limited lifespan since they are usually based around one or two active individuals.
Organisations are dealing with the impact in different ways. Closures and mergers are being discussed. MACC is promoting the development of consortia and mergers both in preparation for future opportunities but also as a means of creating efficiencies and better integration. Our Community Central service is able to provide practical support to organisations in doing this but it is a process which takes time – and time is running out for many organisations as funding is generally expected to end in March.

Workforce issues 
A bigger concern for us is the impact this will have on the sector’s workforce. Besides being an economic impact in the city in terms of lost jobs (in a sector which is generally better than most at equality in employment), we will be losing many skilled and experienced, managers, frontline workers and administration staff in the very short term. Alongside these will be many voluntary workers who tend to disengage once the paid staff with whom they have key relationships leave. 
Rebuilding this workforce will be an expensive and lengthy process. Nationally, the sector saw a reduction of its workforce by 2% in the period October to December 2010: this is expected to be many times higher in the current quarter.
Most organisations seem to be proceeding with redundancy consultations with staff but access to HR advice is limited raising a concern that there may in due course be a sharp increase in costs of subsequent appeals and tribunals.

The Sector’s Economy
· Nationally, the sector’s economy is expected to shrink by around £4.5billion.

· Manchester City Council is proposing a broad cut of around 22% to its total £60m funding of the sector. It is not known how this will work out in terms of individual organisations and the biggest area of pressure is in Supporting People. 

· NHS Manchester faces less immediate pressures but there is still an underlying need to reduce expenditure which will result in cuts to their voluntary sector budget during 2011/12.

· Many Central Government funding streams which go directly to groups are also being discontinued at the same time as streams which go via Local Authorities cease – e.g. the loss of funds to advice agencies around disability benefits work.

· In the medium term there will be little commissioning activity & few contracts for organisations to bid to deliver. There is also likely to be increased private sector competition in future.

· There are generally fewer grant programmes available: charitable trusts and other funding streams such as the big lottery are oversubscribed. With the reduction in public sector funding, competition has naturally increased for limited pots of money which are still recovering from the relatively poor returns on investments during the last few years or, in the case of the Big Lottery, is faced with pressures of the costs of the 2012 Olympics. Generally, these bodies will not provide continuation funding.
· If organisations proceed with mergers, it creates a longer term problem of reducing opportunities to bring new money into the city from other sources since most funders (notably the Big Lottery) will only grant one allocation to an organisation.
· The availability of loan finance is of limited use in the short term since the simple fact is that there will be less public sector commissioning + therefore the prospects of being able to repay a loan are hard to judge. The Big Society Bank has gathered press attention but it is important to note that it will be lending at commercial rates and is not therefore a source of inexpensive loans.

· With changes to welfare benefits, those groups who make charges towards the cost of their activities may find that their customers no longer have the ability to pay.

· Smaller groups face the same inflationary pressures as other small businesses – increased VAT, etc.

· The level of reserves held by organisations is not known but most have not been able to build up adequate levels to cover all the costs of staff redundancies – many have based their reserves on a) ability to create reserves (usually not allowed by funders) and b) the assumption that the more funders you have the less likely you are to find they all cut at the same time – the current situation represents a “perfect storm” for many organisations.
Commissioning
Since Commissioners are unable to state their intentions in the short medium or long term, groups are unable to plan for the future and use what flexibility they have in order to protect organisational capacity during the short term. Again, loans are only of use in bridging short term gaps in funding and future contracts will be under pressure to keep costs to a minimum – leaving little room for repayment of loans.

Generally, because the development of commissioning has been inconsistent, the sector does not have the tools or experience individually to evidence or cost their work. There has also been a lack of clarity around commissioners’ expectations of “tender-readiness” meaning that infrastructure agencies are only able to provide a very generic form of support in order for organisations to prepare for opportunities: when they do arise, there is little time for real organisational preparation.

Any future contracting out of services currently delivered by public sector agencies will also need to take into account the potential TUPE rights of employees – most voluntary sector organisations would not be able to sustain the terms and conditions (including pension rights) which public sector workers with a right to transfer would retain.
Impact Asssessment & User Involvement
Since the recent judgement in London, there is concern in the sector about the possible 

level of involvement in equality impact assessments organisations - this is irrespective of whether or not groups would be funded as a result of such assessments. Many groups want to be able to contribute to consultations but MACC is concerned that pressures on public sector budgets and staffing may mean that the time and capacity may not be available to do this to Compact standards without then reducing the funds which are actually available to spend on services and there is clearly a balance to be struck.

It is inevitable is that we will lose some well established voluntary sector projects and we will lose them quickly: this will have an immediate effect on users because there will be nowhere else for them to go. Those services which do continue will face increased pressure to deliver while working on budgets which are either being cut back or are already pared down.

It is also important to note the knock-on effects of changes to provision by the public sector. We are already seeing examples of unintended consequences – e,g, including the decision to cut a crèche facility led to three other organisations not being able to provide their parenting / family support activities. Similarly the timescales of changes in services mean groups are unable to plan for increased demand while at the same time many are already reviewing whether they can continue to take referrals when their funding from April onwards is unknown. This is compounded by the fact that they don’t know what else might still be available.

We are especially concerned about the potential for marginalisation of particular groups within the community: services will inevitably manage increasing demand by reducing outreach to underrepresented groups of users – which will undo much of the work done in recent years to ensure equality of access.
Opportunities

The national debate about the nature of the “Big Society” has become something of a political football. What is clear is that there needs to be a focus on community level activity and volunteering – with the changes in the sector’s economy and reductions in services and a limited amount of commissioning activity, the main potential area for development in the medium term is at the community level – small local groups, emphasising self-help and mutual approaches. There is a lot of scope for innovation but also a risk: most “micro-organisations” tend to have a limited life and operate at what is diplomatically called a “sub-legal” level. This would raise particular concerns for the Board in terms of safeguarding practice. The national Community Organisers programme will not have sufficient scale address all these issues at a local level and it is unclear how it will operate. The redevelopment of voluntary sector infrastructure in the city could help improve reach into the community alongside ward-coordination and neighbourhood level services
Early years provision is also an area of change for the sector where providers can bid to meet the outcomes for localities – the process for this will need to be clarified to see if this is viable. A question in preparing the sector for this is whether there is a clear rationale and capacity to deliver outcomes based commissioning within both commissioners and providers: and how this sits alongside the introduction of a cost benefit analysis approach. Organisations have been used to receiving grants and reporting on outputs – the skills and resources need to be report on outcomes are still not in place. A simpler route therefore may be to increase partnerships between local organisations and schools. This could relieve pressure in terms of access to premises.
We also know there will be a change in how youth provision is delivered. However, the proposed cut of around 60% begs the question of whether this can be delivered to the right scale, safely and effectively? The youth sector will need to be supported to identify creative ways to deliver youth provision across the city and to develop consortia or partnership arrangements – discussions are ongoing around this but further information is needed to consider practical implementation.

What the Children’s Board can do

· Agree key messages to communicate with the sector – including timescales wherever possible
· Ensure continued relevant and effective representation across the partnership

· Promote the concept of new relationships with schools
· Clarify the process for evidence based approaches, outcomes reporting and cost benefit analysis
· Clarify involvement in equality impact assessments

· Monitor the development of safe, responsible decommissioning processes
What infrastructure can do

· Provide a hub for communication between sectors and between groups 
· Provide consortium & merger support

· Provide closure support

· Provide support around alternative funding and commissioning activities

· Flag up good practice in decommissioning and report potential unintended consequences
· Broker new relationships with schools (and GP consortia)
· Facilitate involvement in equality impact assessments

· Continue support around best practice in safeguarding

