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HM TREASURY

Proposals for Consultation on an Investment Fund for Voluntary and Community Sector Public Services Delivery – Futurebuilders

Response from Leonard Cheshire

Introduction

Leonard Cheshire is a large national voluntary sector provider of a range of social care support services to disabled people. Leonard Cheshire was closely involved in the work of the HM Treasury Cross Cutting Review of service delivery by VCS organisations and the subsequent working groups developing the Futurebuilders initiative. We strongly support and welcome the Futurebuilders fund initiative and hope that its application will be transparent and recognise that large VCS organisations have similar funding difficulties to those experienced by smaller VCS organisations.

Response to questionnaire
Questions relating to Principles for Investment

1. Are the nine principles for guiding the use of the futurebuilders fund the right ones? 

Broadly, yes but they appear idealistic bearing in mind the totality of funding, £125million. It is important that these principles are seen as just that and not criteria for funding - applications should not have to meet all or most of these principles to gain funding. We feel that the principle “stretching the money” is pivotal in giving the fund credibility and efficacy. A key tool in achieving this will be to invest the funds at an early stage to “grow” the capital. This would create an endowment fund whose life would be extended beyond the current vision of 2006. 

2. Do these guiding principles sufficiently meet the three objectives set out in the paragraph headed ‘Aims of Futurebuilders’? 
Not completely. The targeting of funding allocations may well contribute to the modernisation of service delivery organisations for the long term and increase the scale and scope of VCS service delivery but they will not adequately overcome all obstacles to efficient VCS service delivery. For example, Futurebuilders is unlikely to address issues relating to differential tax regimes between VCS and statutory sector service providers and contracting and negotiating issues between VCS providers and statutory purchasers. Both of these examples were voiced consistently as obstacles to efficient and effective service delivery by VCS providers throughout the course of the Cross Cutting Review and subsequent Futurebuilder workshops.

3. Are there other principles that should be included? 

No. 

4. Which are the three most important principles?

a. Improving outcomes for users

b. Spreading learning and good practice

c. Stretching the money

d. Sustainability 

Questions relating to Priority Service Areas and Service Design and Delivery

5. Should futurebuilders be further targeted on specific areas within the four broader categories? 

The VCS has a track record and talent to develop new innovative services that may in time become the responsibility of the VCS. Being "tied" into government PSA's limits this important and distinctive aspect of the VCS.

6. Do you agree with the specific areas that both departments and the task group have identified?  
No. The absence of any reference to the delivery of social care services for disabled people is worrying. Again, disabled people are "invisible" and yet another opportunity to address the many unmet needs of this group has been ignored. Leonard Cheshire made strong representations about disabled peoples interests through its membership of the Futurebuilders service delivery working group. Our representations were not successful despite repeatedly pressing for changes during the drafting stages of the group's final report to the Treasury.

Are there any more? 

Yes - support services to disabled people - the inclusion of which would support the principle of  “Improving outcomes for users” in a practical way.
7. How should these priorities feed into the development of specific criteria for the fund? 

They shouldn't - each application for funding should be judged solely on its merits and not disallowed because it doesn't support these specific government PSA’s.  The remit of the VCS is much broader than government priorities and this should be understood and respected.

8. How can the independence of the sector be maintained? 

Government should respect the independence of the VCS and its track record for finding new, innovative ways to meet social needs and supporting communities. The VCS should not be seen as an adjunct of government as the current proposals for Futurebuilders appear to indicate. The independence of the VCS could best be achieved by Futurebuilders funding non-PSA related VCS projects.

Questions relating to Assets and Finance

9. Will these assets meet the financial needs of service providing organisations?  No, the total fund is simply too small. We very much welcome the recognition of intangible assets. However, the problem with giving money for physical assets is that the organisation has to continue running and maintaining it. This will involve staff and capital costs e.g. building and running a hydrotherapy pool. These ongoing costs must be taken into account. Development costs are good provided the charity's submission or business plan shows how the project will be able to stand on its own after say 3 years assistance with development costs. Less than 3 years is unrealistic for larger projects starting from scratch.
10. Are there others? 
Grants must include full cost recovery including all management overheads. In the past these have been excluded from many government grants but these costs must be included for a successful outcome.

11. Should the balance between the different types of assets be fixed? 
No, the fund should have sufficient flexibility to respond to the bids made.  As it is, less valid capital proposals might be supported at the expense of more worthy resource proposals, simply because they are capital.

Questions relating to Spectrum of Finance

12. Does the spectrum of finance proposed, including grants and various forms of loans, contain the right range of financial solutions?

Yes. 

13. Will this range of finance build the capacity of voluntary and community organisations and social enterprise to deliver services?

Let us not run away with the idea that this is a large pot of cash.  The Wellcome Trust alone gives away almost £400m every year, the Community Fund more than £200m and the Gatsby Charitable Foundation almost £40m. To put the potential of the new fund into perspective, Leonard Cheshire will require, at 2001 prices, a £100 million capital investment to meet the statutory requirements of the Care Standards Act 2000.

14. Do any of these forms of finance present obstacles or difficulties?

Guarantees could have an effect on existing borrowings of a charity. Many charities could not accept several of these financing arrangements because of their Memorandum and Articles of Association - but this would be up to the charity to sort out. Despite what the consultation paper says about loans encouraging financial discipline amongst borrowers, the fact remains that a loan has to be repaid and, probably, serviced. Any interest payable on a loan should be factored into the price of a contract - giving meaning to full cost recovery.  We find it difficult to see how loans can appear more attractive than an outright grant.  The only benefit of a loan within the context of the fund is the scope that loans provide for converting capital funding into resource funding, 

15. Are there any other forms of finance that might be appropriate?

Interest free loans - interest hits the income and expenditure account but the repayment of the loan does not. This means that an interest free loan would benefit a growing charity and improve its published results and in turn this would help the charity to obtain finance from other sources as well
Questions relating to the Business Support Function

16. Is a business support function to give clear direction about eligibility to access the fund, to advise on appropriate forms of finance, to make an assessment of proposals, and to make recommendations to the fund, a good idea?

 The cost of a business support function should not outweigh any benefits. At least three of these four functions are unavoidable in the grant making process and are routinely undertaken by any serious funder.  The only new idea is that advice on the type of funding to be sought might be given – which we support. We are firmly of the view that any business support function should not be making recommendations to the fund - only providing support to the applicant and assessing eligibility for funding. 

17. Are the types of assistance it could provide the right ones, and are there others?

It could offer help with the actual writing of proposals, but we doubt that it would have the capacity for this and there would be a risk that all proposals would become homogenised. Also, assistance is much needed for smaller charities applying for funding but the same group should not be making recommendations as well.
18. Are there some things it should not do?

 It should not deter potential applicants from bidding, except on eligibility grounds.

19. Should business support be separate from the fund administration?

Yes - the fund must make its decisions independently from the business support function and be seen to do so. 

20. How could a business support function be provided most cost effectively?
Use volunteers - many professional firms are prepared to give their time to charities rather than donations of cash. 

Questions relating to the administration of the Fund

21. Are there any particular funding models, which have worked well and could inform the setting up of futurebuilders?

The Community Fund would be a good start, although it does not offer the range of funding options mooted for futurebuilders.  Numerous voluntary sector funders are charged with administering/disbursing third party funds - they should be consulted and could possibly take on the work.

22. What can be learnt from them?

Transparency, impartiality, approachability, willingness to give feedback

23. What features of management and administration are most important when trying to access funding?

· Clear guidelines on the criteria to be met in order to obtain a grant.

· Simple application forms which will not put off smaller charities. 

· Maybe a requirement of very little information for grants under £50,000.
·  Transparency and consistency of funding decisions

· Efficiency – rapid decision making

·  Keeping it simple!
Questions on Joining Up

24. Are there other opportunities to maximise the value of futurebuilders by effective joining up a) within government or b) elsewhere?

The obvious need for joined up thinking within government is between funding departments and purchasers.  If the latter are able to respond positively to the need for full cost recovery in service provision, the overall financial position of many charities will improve markedly. More broadly, we believe that collaboration between government departments needs to be formalised with explicit obligations to compel relevant departments to work in accord with the Futurebuilders principles and Cross Cutting Reviews objectives.

[end]

Policy & Campaigns Team

Leonard Cheshire

30 Millbank

London SW1P 4QD

July 2003

Page 5 of 5

[image: image1.png]