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NOTES FROM ADVISORY GROUP ON FUNDING DISCUSSION EVENT
FOR FUNDERS – TUE16JUN09

ON behalf of the Edinburgh Compact Partnership, in line with its City Funding Strategy, the Compact’s Advisory Group on Funding convened a meeting of representatives of funding bodies at the Scottish Arts Council on Tuesday 16th June 2009.

Dr Kris von Wald was engaged to facilitate the discussion, the meeting was chaired by Ann Young on behalf of the Advisory Group on Funding, and Milind Kolhatkar attended to help take notes. The following representatives were present at the event: Alex Johnston of the BIG Lottery Fund; Carena Brogan of the Capital City Partnership; Caroline Docherty of the Scottish Arts Council; Connie Williamson of the Lloyds TSB Foundation for Scotland; David Hoy, Graeme Fairbrother, Lindsay Robertson, Paul Hambleton and Sarah Bryson of the City of Edinburgh Council; David White of the Edinburgh Community Health Partnership; Harriet Eadie – Chair of the Compact Partnership; Keith Wimbles of the Voluntary Action Fund; and Lynne Fletcher of Lothian & Borders Police.
The Advisory Group on Funding had previously agreed that it needed to gather views on three cross-cutting issues of concern to Compact Partners – Full Cost Recovery, Reserves, and Financial Sustainability. Broadly the discussion fell into three parts – Mapping the Area, Gathering Evidence, and Building Consensus.

During an animated discussion on ‘Mapping the Area’ the following points were made:

· Financial sustainability is connected to reserves – different funders have different perspectives

· Financial crisis and outcomes approach might supersede the three key areas previously identified
· The 3rd sector identified these key areas as relevant to the work/services they deliver, not just the voluntary organisations

· Funders tend to fund organisations they trust – funder should trust these organisations to deliver community benefit.  Funders and funded organisations need to articulate their shared goals clearly

· The sector is made up of individual organisations

· No need to over-complicate the issue – need for ‘commissioners’ to understand issues around reserves

· Possibly less of an issue in a contracting relationship

· Some funders explicitly have no policy on reserves – should make no difference

· In the context of grants – no allocation to reserves – while building up reserves could support organisational sustainability, it could simultaneously reduce the resources available for delivery
· Some funders see funded organisations as ‘businesses’ – so they’d expect orgs to be ‘viable’ businesses

· Reserves do influence decisions – these decisions are often ‘nous-based’ rather than policy-based

· Grant funders fund projects – not organisations

· Full Cost Recovery can sometimes raise questions about ‘double dipping’ or funding one (core) activity more than once, out of different income streams
· By and large, for highly sensitive or essential services, government bodies will be seen as ‘Funders of last resort.’
· When a funder is considering a contractual relationship, it would carry out due diligence procedures – which should consider organisational sustainability

· Competition – organisations currently are in competition

· … But, in the context of City of Edinburgh Council revenue grants there’s very little competition …

· Voluntary organisations can both flag up needs and deliver services to meet those needs

· The Compact relationship should mean that 3rd sector groups are explicitly supported in playing both roles

· In a ‘partnership environment’ the public sector develops strategies in concert with the 3rd sector

· ‘non-statutory’ services delivered by the public sector have to prove their worth – particularly when resources are under pressure
· Budget pressures (and the drive towards value for money) can push towards contracting – but there are inherent risks in adopting just that one approach

· The funder’s ‘stake’ in the nature, sustainability, viability of the delivery agent can shift – depending on what services are being bought.
On the next page is a ‘word-cloud’ (from Wordle.net) of the points made in this section.
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A ‘Word-Cloud’ created online via Wordle.net of the points made in ‘Mapping the Area.’
Leading participants through a discussion on ‘Gathering Evidence’ the facilitator drew out the following points:

When is Full Cost Recovery appropriate?

· When the relationship is contractual
· To answer this question funders would need to consider all the impacts

· For example, staff terms and conditions would need to be taken into account

· Some funders will support organisations to claim full costs – an important part of assessing the organisation’s viability

· The Voluntary Sector is ‘used’ to claiming less than FCR. It needs help with a change in culture

What about ‘double-dipping’
· Some funders won’t know/don’t care

· There needs to be greater clarity around the three separate stages – planning/commissioning, delivery, monitoring/evaluation. Running through all three stages is ‘accountability’
· Politically – it’s impossible to fund double-dipping
· Any organisation potentially facing a ‘double dipping’ situation could negotiate with relevant funders to refocus their activities

· Some funders recognise that they’ll fund a contribution to core costs – this could be more explicit – while funders are funding outcomes they also have a stake in enhanced organisational sustainability

· Trust will be built up through continued/meaningful engagement with the relevant organisations
· Simple transparency in budget management processes could go a long way to allaying any fears that organisations are ‘double dipping’
· Project funding is restricted funding, intended to pay for project activities
· In principle funders will normally negotiate with funded organisations

· The issue raises questions about what is and what isn’t ‘the funders’ business’
· Grant funding relationship is different from contractual relationship

· Funders need to recognise the differences between small, community-based organisations and larger, ‘professional’ ones
· There is a need to resource proper monitoring and evaluation processes – with training for both funders and funded organisations
· Some funders can take up to six months to assess applications

Impact of FCR on Social Fabric
· If all project funding bids were made using an FCR approach, organisations simply would not receive ‘core’ funding

· Project funders tend not to have to deal with the social impacts of their funding decisions

· Difficult questions need to be asked concerning how the 3rd sector copes with changes

· Likely to lead to a smaller more professional voluntary sector, potentially delivering ‘better’ services, but delivering less social value

· The 3rd sector is being pushed towards public service delivery.  Campaigning, or advocacy, or equalities organisations could be sidelined
· NHS spends some £1.3bn on external bodies in the Lothians, but ‘just’ £20m to voluntary sector – the sector is simply not engaged at a strategic level

· Public agencies need to ‘get’ where their role ends and where the role of the 3rd sector begins

Summing up for this session, Kris suggested that – so far – the answer to the question, ‘When is FCR appropriate/relevant/good/bad?’ appeared to be, ‘It depends.’
The group agreed that there was an urgent need to make explicit just what we mean by ‘it depends.’ Organisations need to be clear about when they might usefully adopt a Full Cost Recovery approach. In order for a ‘grown-up’ debate to be had on this issue what was needed (on both sides) included clear communication and transparency … Interestingly, Compact Principles which could perhaps be encapsulated in just one word:  TRUST.

What policies on Reserves should funders support, or even promote?
· Nobody could argue that organisations can use their unrestricted income to build up reserves

· CEC needs a ‘sensible’ policy on proportionate reserves

· In a recession, should one be encouraged to generate six months’ operating costs as reserves (rather than the more common three months’ operating costs?)
· Need to communicate clearly between funders and funded organisations just what reserves are for

· Commissioners need proper support and training

· Funders need reassurance that reserves would be ‘applied to public benefit’ should the organisation in question cease to trade
· There is a need to recognise that reserves policies are only in a minority of cases related to questions around an organisation’s dissolution – more about contingency planning and cash flow concerns
· Compact Partnership could have a role in supporting the development of good practice – on the part of funded organisations and commissioners within funding bodies

· Organisations could be encouraged to develop a risk-based reserves policy which is appropriate to their own needs/circumstances – NOT one size fits all

· As a major funder, some would give an organisation a year’s notice of withdrawal of funding
· Funders might not have a policy on reserves, but organisational reserves would probably be a factor in funding decisions

· Assessors will tend to apply ‘unwritten rules’
· A hard and fast reserves policy on the part of funders could become a limiting factor

· Compact-supported ‘guidance’ on such a policy – with minima and maxima and an explanation of why these limits are set in that way - might be useful
· Grant funding should be spent on the defined outcomes for which the grant was awarded
· Funding officers could benefit from clear guidance about what they’re ‘allowed’ to do
· Any guidance on reserves needs to account for different circumstances
· Clarity on what reserves are for could help – possibly a (standard) allocation to ‘financial sustainability’ might help
· Might an across-the-board allocation of 10% to reserves be a way forward?

How could funders support financial sustainability, particularly in a recession?

· NHS tends not to grant inflationary uplifts, but equally it doesn’t claw back any efficiency savings

· CEC’s position tends to be that, broadly, voluntary sector grants are sustainable
· Under the Scottish Government’s ‘Localism’ agenda some national funding streams (e.g. equalities) are likely to be devolved to the local level. This is meant to allow greater flexibility for Community Planning Partnerships in exactly how they work towards supporting broad national outcomes.
[image: image3.png]Edt Language Font Layout Color

<
2
i

Q@ -

Eg negotite mquestlons Py £
e | oiste, 8 sty
fngonl §£8 ational . & recognise regﬁﬂnn :

orgamsatlon sec o ),,

Jui d'“““ﬁireserves

supporting tend g three

o
Mg oon a5
bonit 5 cost MM <
1acco i -;3 douhle-Fdlpplng "'"‘"“‘ >.months uEportng
o location . &£ & coratis ,m,]ust n'II

insweraround 5 C0$t$= Fancfund

nisations

§ part a:plrﬂlt;:gl “;,m“i\sjpport sustaugalzt:zil

s bodis
3r

Televant

transparen

less! Orglmsannns arqamsnmn 's

Project ‘
relatlanshn
‘social

role

=Z0penin Window | [ @Prirt... ] [ 2Randomize Save to public gallery.

Mot working?

£ subscrine
buld #1179

2009 Jonathan Feinberg Terms of Use





A ‘Word-Cloud’ created online via Wordle.net of the points made in ‘Gathering Evidence.’

The third, and final, session on Consensus Building yielded the following points.
How do we communicate what we communicate? What are the Key Messages?

· Both funders and funded organisations need to get used to the increased ‘outcomes’ focus

· Funders will expect flexibility from organisations in meeting outcomes, and funded organisations will expect funders to be flexible in their funding arrangements
· Every funded organisations will be expected to demonstrate their contribution to National Outcomes

· The Voluntary Sector should welcome, even embrace, a more coherent, consistent outcomes approach to commissioning

· A Shared, consistent commissioning and monitoring approach across funders and funded organisations would help
· Funders should consider the option of including ‘social added value clauses’ in contracts

· Need to ensure we don’t throw the baby out with the bath water – the outcomes approach might suit some organisations/sub-sectors better than others – there is still the need to protect innovation, and to recognise that a diverse 3rd sector brings advantages to society
· There may be some benefit in a range of funders developing shared high level/strategic goals and approaches to funding the 3rd sector

· One message to the 3rd Sector might be: If you can demonstrate your contribution to outcomes, you’ll earn more flexibility/sustainability/freedom

· Precisely evaluating the impacts of any one project on a range of outcomes is quite simply beyond the scope of any one funded organisation
· There may actually be a fundamental tension between the push towards contracting/commissioning and the need for organisational viability/sustainability. If policy makers are to make good quality decisions they need to be clear about the potential impacts of the choices they make

· It is crucial that outcomes are appropriately pitched/defined for any given funding relationship
· Shared city wide evidence- and information-gathering could be hugely useful to all sectors
· It would be helpful if organisations are supported and helped towards evaluating their contributions to outcomes – so organisations ‘own’ the process and the learning

· All sectors should work together towards the goal of building common knowledge – developing a shared understanding
· What is needed is a mature two-way understanding of each sector’s scope and responsibility – this is where partnership working should lead – we’re all aiming for the same high-level outcomes for society.
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A ‘Word-Cloud’ created online via Wordle.net of the points made in ‘Building Consensus.’

