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foreword

In a recession, both councils and voluntary and 
community organisations (VCOs) are likely to 
have a similar experience of falling income while 
demand for particular services increases. Early 
on in this economic downturn we have already 
seen a growing demand for debt, housing and 
employment advice services. We can also sadly 
expect to see an increase in other service areas 
such as mental health, family breakdown and 
domestic violence. In the months ahead there 
will be a greater need for initiatives addressing 
these problems, along with finding ways to help 
particularly young people and those recently 
made redundant, back into work. These are all 
areas where VCOs can have a vital role to play. 

This report, written by the Local Government 
Association (LGA) together with National 
Council of Voluntary Organisations (NCVO)
highlights some of the positive ways in which 
local authorities can work with VCOs and those 
in the wider third sector (including housing 
associations and co-operatives such as credit 
unions) in response to the recession. It also 
makes a number of recommendations on the 
practical measures councils can take to support 
the valuable work of VCOs in their community 
and the measures the voluntary sector can take 
to improve sustainability. 

Councils and their partners are at the forefront 
of identifying and responding to the needs 
of local people. It is important that good 
relationships between them do not become 
another casualty of the recession: at a time like 
this each sector needs the other more than ever. 
It is in the best interests of local communities 
for the relationship to be strong. 

However, there will undoubtedly be tensions 
in some of these relationships in the months 
ahead. Many VCOs may find their sustainability 
undermined by reductions in voluntary income. 
Local government resources will be under 
increasing pressure too. Keeping up good 
practice in relationships with VCOs will be 
very important. Clear communication, timely 
payment of invoices and fair notice of funding 
allocations will take on real significance as they 
are the things that enable local groups to plan, 
adapt and hopefully thrive.

It will not be possible for councils to make good 
the shortfalls in income that VCOs may face, 
but paying serious attention to managing these 
relationships well will pay dividends – now 
and in the future. Local areas with an active 
voluntary and community sector (VCS) and 
good working relationships are likely to be able 
to respond to the downturn and recover more 
quickly.

We hope this report will help illustrate how 
councils and their local VCS partners can work 
during the hard times to a common goal of 
supporting people through the recession. 

Cllr Margaret Eaton
LGA Chairman

Sir Graham Melmoth 
Chair, NCVO
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executive summary 

important partners in 
response to a recession

There are a wide variety of VCOs working in 
every local authority area, providing activities, 
services and support, often for some of the most 
vulnerable groups in society. As promoters and 
facilitators of volunteering opportunities they also 
enhance the social bonds, skills and confidence 
of those who work with them, adding to the 
virtuous cycle of increasing social capital and 
community well-being. These organisations 
and those in the wider ‘third sector’ (including 
housing associations and co-operatives, such as 
credit unions) will prove to be important local 
partners in response the economic downturn.

Many local authorities, such as Waverley, 
Hillingdon, St Helens and Nottingham, have 
involved local voluntary and community sector 
(VCS) partners in planning their local response 
to the recession from the outset. This report 
includes examples of councils across the country 
working with VCOs to address the initial impacts 
of the recession, including in the areas of:

advice services;•	
financial awareness and support for those on •	
low incomes;
housing and reducing risk of homelessness;•	
support for those facing redundancy or already •	
out of work; and 
fuel poverty and energy efficiency.•	

Those councils already working with VCS 
colleagues will be well placed to benefit 
from the support, innovation and additional 
capability that these partners can bring; and to 

respond quickly and effectively to the difficulties 
that local people are likely to face in the coming 
months.

However, much of what is achievable when 
working with VCOs hinges on the financial 
relationship between the two sectors. 

financial challenges

At the same time as VCOs potentially have the 
most to offer, many will be facing significant 
financial difficulties. Like local authorities, many 
VCOs are experiencing increasing demand for 
their services as the same time as income is 
falling.

VCOs derive income from a variety of sources, 
including 36 per cent from the public sector 
– of which around half comes from local 
government. Evidence suggests that most other 
sources of income are likely to plateau or fall 
during a recession. So, in the short to medium 
term the funding practices and policies of local 
government and other public sector funders 
and contractors will have a significant  impact 
on the survival rate of VCOs and the future 
health of the sector.

As VCOs often have relatively low levels of 
capital behind them, they are also vulnerable to 
cash flow difficulties. To avoid adding to these 
financial difficulties local authorities should 
consider extending any commitment on 
prompt payment of small business invoices 
to partners and providers in the VCS. 
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emergency grants

The decline in councils’ own income and the 
move towards more formal service delivery 
contracts and longer-term funding agreements 
mean that few authorities have corporate 
provision for emergency grants for organisations 
in difficulty. However, feedback from councils 
suggests that many consider applications for 
emergency funding on a case-by-case basis, 
taking into account the:

quality and priority nature of the service/activity; •	
extent of need; and •	
longer-term viability of the organisation •	
concerned. 

Although emergency grants might be the 
quickest way to respond to a specific crisis when 
there is a risk of a highly valued organisation, 
service or activity being lost, they are only ever a 
short-term solution.

excellent work in progress

Many local authorities have been working 
exceptionally hard with their VCS colleagues in 
recent years to: 

improve working relationships and the longer-•	
term sustainability of local groups;
develop strategies for better joint working; •	
agree and implement good practice on both •	
sides; and 
review grant-making, commissioning and •	
procurement processes to make sure that they 
are fair, open and inclusive of a wider range of 
potential recipients and VCS delivery partners. 

It is important that commitment to this 
improvement work is not undermined by 
the recession. If anything it becomes more 
important, if best use is to be made of shared 
capability and if organisations and relationships 
are going to survive to support strong 
communities, now and in the future.

best practice

Clear, timely communication, such as fair notice 
of funding allocations and any likely changes 
in funding, takes on extra significance during 
an economic downturn. It enables local groups 
to honour their commitments (to service users, 
volunteers and staff) and to plan and adapt to 
changing circumstances. It is in local authorities’ 
own interests to work in this way, because a 
struggling local VCS will have a negative impact 
on the:

continuity of service to some vulnerable groups •	
within the community;
number of paid jobs locally;•	
volunteering opportunities available and the •	
added value this brings to communities; 
range of potential partners responding to needs •	
in the area; and
amount of external resource brought into the •	
area from philanthropic sources.

There are many things that VCOs can do to 
enhance their own stability. It is even more 
important in a downturn that local VCOs 
are equipped with the planning, financial 
and volunteer management skills which they 
need to support themselves and ensure their 
financial sustainability. Funding pressures in 
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difficult economic times can actually be a 
catalyst for positive new ways of working, 
either alone or with others. Local infrastructure 
organisations, such as Councils for Voluntary 
Service and Volunteer Centres, exist to help 
organisations help themselves by providing 
information, advice and support. High-quality 
local infrastructure support is also vital if 
local organisations and productive working 
relationships are to survive and thrive through 
the recession and beyond.

the way ahead

In addition to the uncertainties caused by the 
recession, a huge amount of change is taking 
place in areas of public policy where VCOs have 
a significant stake and many years of experience 
in provision. Changes to the Supporting People 
funding for housing-related support, Learning 
and Skills Council funding for skills and training 
provision and Legal Service Commission funding 
for advice services will all have an impact on the 
future funding and commissioning environment. 
The diverse and integrated nature of the work 
that many VCOs do means that some receive 
funding (either grants or contracts) from two 
or more of these sources. This illustrates the 
complex and uncertain world that some of 
our best VCOs work in, especially when core 
funding is in short supply and every public 
sector funder is under pressure to deliver more 
for less. 

Local authorities will be instrumental in 
determining how resources in these and other 
areas will be used and distributed in future. 

We urge all authorities, at this time, to 
consider carefully the role of the VCS in 
their area and the measures that might 
be needed now to maintain and develop 
productive and mutually supportive 
relationships for the future. To support 
councils in this endeavour the LGA group will 
be providing a range of support in the coming 
months:

a workshop for senior local authority staff •	
leading on delivery of volunteering and third 
sector indicators in their local area agreement 
(LAA);
an online community of practice for people •	
leading on delivery of volunteering and third 
sector indicators in their LAA;
a seminar on ‘third sector commissioning’ •	
for council leaders and councillors with lead 
responsibility for relationships with this sector; 
a short guide to the work that the councils and •	
third sector advice agencies are doing to raise 
financial awareness and provide information 
and support;
a recession-focused volunteering conference;•	
research into the implications for local •	
authorities of Legal Services Commission-led 
changes to advice services commissioning;
an ongoing partnership improvement •	
programme currently working with 50 top-tier 
authorities; and
work with the Office of the Third Sector, •	
Department of Communities and Local 
Government (CLG) and other partners to 
ensure that initiatives announced in central 
government’s forthcoming third sector recession 
action plan support the priorities of local 
councils.
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1. introduction

This report highlights some of the positive work 
that local authorities are doing with voluntary 
and community groups and other ‘third sector’* 
organisations, such as housing associations 
and credit unions, in the initial response to 
the recession. It explores the likely impact of 
the recession on the sector and the potential 
implications of this for local authorities. It also 
suggests actions that both local authorities and 
voluntary and community groups can take to 
mitigate the negative effects of the recession on 
the communities they serve.

Written jointly by the LGA and the NCVO, this 
report adds to the examples already published 
by the LGA in its publication Global Slowdown: 
local solutions. It also complements a separate 
report being written by the LGA and British 
Chambers of Commerce on the relationship 
between local authorities and small business 
in response to the recession, Back to business: 
local solutions.

By highlighting the potential implications of the 
recession on voluntary, community and third 
sector organisations, this report aims to raise 
awareness not only of what is being achieved 
when our two sectors work together, but also 
what the longer-term implications could be of 
some of the difficult decisions that will need to 
be made in the months ahead.

The first two chapters set out the challenges 
for VCOs, the respective roles they and 
local authorities have in relation to local 
communities, and some of the actions that can 
help to mitigate the worst effects of recession 
for all concerned. Chapter 4 highlights some 
of the areas where councils are working with 

VCOs in response to the recession. The final 
chapter explores the forthcoming challenges 
which partners in both sectors need to be 
aware of. 

We hope you will find this a useful and informative 
guide to these highly-valued but sometimes 
challenging relationships, at a time when better 
mutual understanding will be essential.

*what do we mean by  
the term ‘third sector’?

‘Third sector’ is used by government to 
describe the group of organisations made up 
of  voluntary and community organisations, 
charities, social enterprises, co-operatives and 
mutuals which share the characteristics of 
being non-governmental and value-driven, 
and which principally re-invest any financial 
surplus to further social, environmental or 
cultural objectives. Although not a preferred 
term for either the LGA or NCVO, ‘third 
sector’ has become commonly used, including 
by many who work in the sector and in local 
councils. For this reason it appears in this 
report – particularly in the examples of local 
activities, based on the information provided 
by those involved. However, in the narrative 
of the report we have generally stuck to the 
terms ‘voluntary and community sector’ (VCS) 
and ‘voluntary and community organisation’ 
(VCO) on the basis that these terms are more 
readily recognised among the key audiences. 
We are making the assumption that those 
familiar with ‘third sector’ will also recognise 
these terms and will forgive us any technical 
inaccuracy.
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2. the impact of the economic slowdown

There are a wealth of VCOs working in every 
local authority area. They play a wide range of 
roles in the community providing services and 
support, often for some of the most vulnerable 
groups in society. As the promoters and 
facilitators of volunteering opportunities they also 
enhance the social bonds, skills and confidence 
of those who work with them, adding to the 
virtuous cycle of increasing social capital and 
community well-being. Voluntary and community 
groups and those in the wider ‘third sector’ are 
valuable partners when identifying needs within 
the community, designing services to meet those 
needs and adapting to change. 

the size and scope of the 
voluntary and community 
sector

Establishing the full extent of the voluntary and 
community sector (or wider third sector) and 
its contribution to society is extremely difficult 
because of the diverse range of organisations 
involved and the large proportion of small 
informal community groups. As a guide, 
however, the most robust figures available1 tell 
us that:

there are 164,000 active general charities in the •	
UK;
they had combined income of £31 billion and •	
combined expenditure of £29 billion in the year 
to 2008; and 
with income up 10 per cent and expenditure up •	
15 per cent on the previous year, this represents 
growth greater than the UK economy as a whole.

1 Source: NCVO UK Civil Society Almanac 2008

Figures based on the Labour Force Survey2 
estimate that there are currently 611,000 paid 
employees in the VCS. The Citizenship Survey3 
puts the number of people volunteering at least 
once a month at 11.6 million, with a benefit to 
the UK economy of £27.5 billion – almost as 
much as the total income of general charities as 
a whole. 

In addition to general charities there are 
estimated to be at least 600,000 informal 
community groups operating in the UK, most of 
which are small and local in their activities.

impact of the recession on 
voluntary and community 
sector income

This sector’s income is derived from a variety of 
sources, including: 

individual giving, such as charitable donations •	
and legacy income; 
public sector grants and contracts;•	
philanthropic income from other institutions •	
(for example trusts, foundations, businesses and 
government agencies, including the Big Lottery 
Fund); and
investment income. •	

Figures indicate that public sector income 
accounted for 36 per cent of the sector’s total 
income in 2006, an increase of 8 per cent since 
19954, largely reflecting the increased role 

2 NCVO Workforce Almanac 2007, based on ONS figures from the 
2007 Labour Force Survey

3  Home Office Citizenship Survey 2007, reported in NCVO UK Civil 
Society Almanac 2008

4  NCVO UK Civil Society Almanac 2008



backing communities: local solutions8

that organisations in this sector have played in 
the delivery of public services in recent years. 
Around half of this public sector income comes 
from local government. 

As a net depositor, rather than a borrower, the 
VCS is not hit by the ‘credit crunch’ to the same 
extent as other parts of the economy. However, 
falling interest rates and house prices do have a 
negative impact on investment income and on 
potential future income from legacies. NCVO 
research strongly suggests a likely decrease in 
corporate income during a recession, although 
not necessarily universal or fully commensurate 
with the decline in profits. 

Evidence also suggests that VCOs have relatively 
low levels of capital. This makes many mid-size 
organisations particularly vulnerable to revenue 
cuts and cash flow problems as various sources 
of income decline. With three-quarters of sector 
income derived from the two major sources 
(public sector and individual donors) and most 
other sources of income likely to fall, the 
impact of the economic downturn on individual 
organisations will be particularly dependent on 
the behaviour of these two groups. Available 
evidence suggests that individual giving is 
relatively resilient in recession; so in the short 
to medium term, the funding practices and 
policies of local government and other statutory 
contractors and funders will have a major 
influence on the of survival rate of  VCOs and 
the future health of the sector as a whole.

what does this mean for 
local VCOs and third sector 
partners?

Evidence on the expected impact of recession 
on the VCS is mixed. However, like local 
authorities themselves, it is probable that many 
organisations will experience increasing demand 
for their services and activities at the same 
time as income is falling. Although some of 
the available evidence from current experience 
and previous recessions in the UK and abroad 
is conflicting, we can expect to see some VCOs 
fail in this economic climate and others emerge 
more strongly. It is possible, for example, that 
new organisations may emerge in response to 
need in some service areas, as was the case with 
homelessness charities in the mid-1980s.
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Certain types of organisation are already feeling 
the pressure of increasing demand, particularly 
those offering advice services. Based on 
previous experience of recession, there could 
be increasing demand for services in the fields 
of mental health, family breakdown, domestic 
violence and alcohol and drug dependency. 
We are also hearing that changes in working 
patterns are having an impact on demand 
for nursery services and the stability of some 
providers in this field. As we start to look at the 
longer-term consequences of recession there are 
other areas of priority where VCOs can have an 
important role in shaping and delivering local 
solutions. These include addressing the skills 
and employment needs of young people and 
preventing and addressing homelessness. 

Despite the potential of this sector to contribute 
to a constructive local response, there are 
significant fears amongst VCOs that local 
authorities will be looking to withdraw funding 
as they renegotiate agreements and contracts 
for the new financial year. Evidence from the 
last recession suggests that this was a common 
factor in changing relationships between the 
two sectors.

why does this matter to local 
government?

This matters to local government because a 
struggling VCS will have a negative impact on the:

continuity of service to some vulnerable groups •	
within the community;
number of paid jobs locally;•	
volunteering opportunities available and the •	
added value that this brings to communities; 
range of potential partners responding to needs •	
in the area; and
amount of external resource brought into the •	
area from philanthropic sources.

If local VCOs fail, they cease to contribute to 
the local economy via their own expenditure 
and that of any paid employees. Where 
organisations offer front-line services or support 
services that are preventative in nature (respite 
for carers, for example, or support for young 
parents), their closure can also have substantial 
knock-on effects and considerable costs for 
local public sector agencies.

That is not to say that it is possible, even if it 
were desirable, for local authorities to seek to 
sustain every organisation in their area that is 
struggling due to the recession. Councils have 
their own considerable financial constraints and 
are experiencing increasing demand for services. 
There are, however, many things that both 
VCOs and local councils can do to minimise the 
negative effects of recession on themselves and 
their partners. The next chapter looks at how 
they can do this, exploring the respective roles 
of local authorities and VCOs. 

“Based on previous experience 
of recession, there could be 
increasing demand for services 
in the fields of mental health, 
family breakdown, domestic 
violence and alcohol and drug 
dependency.”
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3. the relationship and respective roles 
of councils and third sector organisations

Positive, mutually-supportive relationships 
between local government and the VCS can 
reap considerable benefits for both parties 
and for the local communities they serve. 
A good working relationship can increase 
local capacity to respond to changing needs 
and circumstances. It can help to strengthen 
communities and create local areas where 
people actively participate and are happy 
to live, work and spend their leisure time. 
During a recession, these mutually supportive 
relationships will prove to be more valuable than 
ever. The examples in chapter 4 demonstrate 
that working together constructively is already 
helping to meet the needs of local communities 
across the country. 

respective roles

VCOs and social enterprises deliver a wide 
variety of local services and provide local 
employment opportunities. The sector also 
enables individuals to contribute to public life 
and to the development of their communities 
through voluntary action. Groups in the VCS 
make a major contribution to the social, cultural 
and political fabric of our society. 

As the only body elected by and accountable to 
the whole community, local authorities have a 
clear local democratic leadership role. In order 
to respond to the needs of local communities, 
they have the power to do anything that 
will promote the economic, social and/or 
environmental well-being of their area. In times 
of recession it becomes clear that by working 
together, the VCS and local authorities could 
achieve more than by working in isolation. 

By strengthening ties in difficult times, the 
two sectors can potentially make a significant 
difference to how society as a whole (and local 
communities in particular) can withstand the 
social and economic impacts of an economic 
downturn.

engagement in planning and 
priority setting

In their community leadership role, councils 
are at the forefront of planning and setting 
priorities for their areas in partnership with 
other public, private, voluntary and community 
organisations. At times of economic strife, the 
relationships between these sectors become 
even more important. The next chapter includes 
a number of examples where VCS partners 
have been fully engaged in initial discussions 
and plans being taken forward in response 
to the early impacts of the recession. As the 
consequences of recession deepen, local 
authorities that have taken such action will be 
in a good position to respond to new challenges 
and to support their local communities through 
any difficult times ahead.

the financial challenges

Much of what is achievable when working 
with VCOs hinges on the financial relationship 
between the two sectors. While local 
government is a significant funder of the VCS, 
this is not the extent of its support. Likewise, 
local organisations are more than just funding 
recipients, contractors or providers. Each is a 
potential partner and ally for the other. There is, 
however, a considerable financial relationship 
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between the two – and this relationship will 
undoubtedly create some tensions in the 
months ahead.

The income of VCOs is derived from a variety of 
sources, as set out in the previous chapter. This 
means that there is a time-lag in the financial 
impact of a recession on many in this sector, 
when compared, for example, to the small 
business sector, as each source of income reacts 
in response to changes in other parts of the 
economy (eg interest rates, house prices and 
business profits). This presents organisations 
in the VCS with a short amount of time to 
consider the potential challenges and plan 
accordingly. 

It is important that VCOs have strategies in 
place to overcome challenges, take advantage 
of any opportunities and mitigate risk. They 
must look carefully at their objectives and 
funding streams and ensure that they can 
cope with any likely changes. This is also a 
good time for VCOs to consider the benefits 
of collaborating with other organisations. 
Collaboration can take many forms, from 
sharing premises and back office functions 
to joint working and, in some cases, merger. 
Of course, new working arrangements come 
with their own costs; but also with the 
potential longer-term benefits of lower revenue 
requirements and more sustainable structures.

The critical point for VCOs is likely to come 
when the impact on all funding streams starts 
to hit and when existing funding agreements 
and contracts come up for review or re-
negotiation. Whilst those with three-year public 
service contracts with time still to run have 

some protection, those on shorter contracts 
and dependent on grant funding are more at 
risk. Of course, local leaders and commissioners 
are free to make the decisions they see fit 
in the economic circumstances, given their 
consideration of local priorities and their 
own financial constraints. But it is important 
that councils make these decisions with a 
full understanding of the likely immediate 
and longer-term effect they may have on the 
organisations concerned, and with due regard 
for the contracts, agreements and any fair 
funding commitments they have signed up to – 
for example via Local Compacts5. 

Where contracts and funding agreements 
are already in place, prompt payment of any 
fees or installments due may be critical to the 
survival of an organisation – especially if it has 
low capital resource and is in danger of cash 
flow difficulties. Local authorities should 
consider extending any commitment on 
prompt payment of small business invoices 
to partners and providers in the VCS. 
This would avoid exacerbating any financial 
problems and reduce the risk of undermining 
local organisations and services in ways that 
may, in some cases, be terminal. 

establishing good ongoing 
dialogue

The key to managing many of the difficulties 
likely to arise, particularly where funding 
decisions are up for review, is to establish a 

5   Local Compacts are agreements negotiated between local VCOs 
and local statutory sector partners often lead by local councils. 
They combine good practice undertakings for both sectors and are 
used to drive improvement in local relationships. 
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good ongoing dialogue with VCS colleagues. 
Where authorities keep organisations informed 
of any potential changes to future funding, they 
give them the opportunity to plan and respond 
to these changes (for example by sourcing 
alternative funding, making cuts in costs or 

provision or working in collaboration with other 
organisations to reduce costs or share services) 
and to honour their own commitments to 
beneficiaries/service users, volunteers and staff 
(including sourcing alternative provision for 
users and meeting legal obligations, such as 
redundancy notice, in the case of paid staff). 

If the financial difficulties for an organisation 
are particularly grave, and if alternative sources 
of funding or cost savings cannot be found 
in the time available, then any prior warning 
or notice given of funding changes may not 
change the ultimate outcome. However, it does 
demonstrate respect for local agencies, which 
are also local employers and partners, and it 
gives them a fighting chance to respond to the 
situation in ways that could make the difference 
between organisational failure and more 
sustainable structures and ways of working for 
the future.

advice for VCOs6 

Plan for the downturn now. Look at your 
funding streams, beneficiaries and costs and 
plan likely scenarios for your organisation. 
Be realistic and don’t wait until it’s too late. 
Can you be more efficient in the way you do 
things? Can you save money by outsourcing 
some of your office functions? 

Revisit your costs. Use this opportunity to 
renegotiate contracts with your suppliers (who 
will need your business more).

Develop your volunteers. Are you making 
the best use of their skills? Do you have a 
strategy to attract the volunteers you need, 
especially from the pool of highly-skilled newly 
unemployed? 

Build your network. With the sector facing 
the squeeze, collaboration can enable you 
to achieve more and accomplish your aims, 
despite having fewer resources. 

Demonstrate your success. Measuring 
outcomes and demonstrating impact is 
notoriously hard to do. However, it is a great 
way to improve your chances of securing 
funding.

6   NCVO third sector foresight website www.3s4.org.uk/drivers/
economic-downturn (2008)

Where contracts and funding agreements 
are already in place, prompt payment of any 
fees or installments due may be critical to the 
survival of an organisation – especially if it has 
low capital resource and is in danger of cash 
flow difficulties.

http://www.3s4.org.uk/drivers/economic-downturn
http://www.3s4.org.uk/drivers/economic-downturn
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advice for local authorities7

Involve VCS partners in planning your local 
response to the recession. They can bring 
insight about the impact on communities, 
emerging needs and the demand for certain 
services. They may also be in a position to 
work with you and other partners to develop 
solutions to local challenges.

Talk to VCS partners about the impact of 
the recession on them. Being aware of their 
financial constraints and any changes in service 
demand they experience will help you to make 
more informed funding decisions.

Keep organisations informed of any 
potential change to funding and of the 
timescales for decision-making. This enables 
organisations to plan better and respond to any 
likely changes.

7   Based on established good practice set out in national and local 
Compacts www.thecompact.org.uk 

Make sure that the consequences 
are fully understood if making 
any decision to reduce funding, 
including consequences for the organisation/s 
concerned, the people they work with and for 
local VCS capacity longer-term.

Give fair notice of any reduction in 
funding. If a decision is made to reduce 
funding then give at least three months’ 
notice wherever possible. Again this enables 
organisations to respond appropriately and 
to terminate activities if alternative sources of 
funding cannot be found.

Pay all fees and installments on existing 
agreements and contracts on time. 
Consider extending any commitment on 
prompt payment to VCS partners as well as 
small business to avoid exacerbating cash flow 
problems which may be terminal.

http://www.thecompact.org.uk
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4. working together in response to 
recession

This chapter sets out many examples where 
councils are already working with local VCOs in 
response to the initial impacts of the recession.

partnership working

Positive approaches to partnership working and 
early dialogue about issues of shared concern 
have time and again proved to result in better 
and more effective relationships between local 
authorities and VCOs.

This is backed up by lessons from the 
Improvement and Development Agency’s 
(IDeA) partnership improvement programme, 
the Office for the Third Sector (OTS)8-
funded national programme for third sector 

8   The Office of the Third Sector was created within the Cabinet 
Office in 2006 to lead work across government to support the 
environment for a thriving third sector.

commissioning, Compact Commission research9 
and a range of other partnership-based 
initiatives, all of which demonstrate the value 
of better understanding and good ongoing 
communication between sectors.

Our request for examples of councils and third 
sector organisations working well together in 
response to the economic downturn identified 
many localities where third sector colleagues 
have been an integral part of early discussions 
regarding the likely impact of recession and the 
necessary local response to it.

Waverley – joint discussions  
on the economic crisis 

In Waverley, the local strategic partnership (LSP) 
has been working to ensure that voluntary 
sector organisations are involved in discussions 
on responding to the economic crisis. The 
partnership is working with Voluntary Action 
South West Surrey (VASWS) to keep third sector 
organisations in the area up to date. 

Staff from the LSP, the council and the VCS have 
had discussions around where their priorities 
overlap and what potential there is for joint 
initiatives. Carol Dunnett, chief executive of 
VASWS, said: “Often you get the impression 
that statutory funders think the voluntary sector 
is a nuisance because we are always asking for 
funding, but here they are looking at us as part 
of the solution.” 

9   What Makes A Successful Local Compact: a Project Report 
produced by the Institute for Voluntary Action Research on of 
behalf of the Commission for the Compact (September 2008)
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Hillingdon – identifying areas of potential 
need and opportunity

Hillingdon’s LSP met in November 2008 to 
discuss the local response to the economic 
downturn. Members, including the third sector, 
discussed ideas such as the need for effective 
exchange of information, support to advice 
agencies, pressures on housing support and the 
potential for increased volunteering.

With the help of data from voluntary sector 
organisations, the LSP is monitoring the impact 
of the recession using a ‘dashboard’ of indicators. 
De-personalised information on referrals for advice 
and support is being used alongside quantitative 
information from the public sector. 

The London Borough of Hillingdon has set aside 
£75,000 to help local advice agencies support 
clients during the downturn. It is hoped that 
this will be match-funded by a local funding 
source. While final decisions have yet to be 
made, generic advice agencies are likely to 
receive significant sums to enhance the level 
of support that they can provide. Other third 
sector agencies may also benefit. 

Ted Hill, chief executive of the Hillingdon 
Association of Voluntary Services, said: “The 
issues raised by the financial uncertainties have 
been seen as an opportunity in Hillingdon to 
have greater partnership working between the 
statutory and voluntary sectors.”

St Helens – monitoring the impact on local 
organisations

Work is underway in St Helens to bring all local 
agencies together to mitigate the impact of 
the recession. Following an initial meeting, St 
Helens Council for Voluntary Service (CVS) has 
been carrying out research to identify the likely 
impact on local groups. St Helens Metropolitan 
Borough Council is monitoring the impact on 
local charities, particularly the reduction in 
payroll giving. Many local companies run such 
schemes to support charities such as the local 
hospice. As jobs are lost, these income streams 
are reducing.

The VCS, faith communities and the council 
are working together to determine if voluntary 
schemes such as furniture and white goods 
recycling can be extended to support communities 
in need. The Local Compact arrangements with 
the voluntary sector are also being reviewed in the 
light of the economic downturn. 

“Positive approaches to 
partnership working and 
early dialogue about issues 
of shared concern have time 
and again proved to result 
in better and more effective 
relationships between local 
authorities and VCOs.”
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Nottingham – recession-proofing 
summit 

Nottingham’s LSP hosted a ‘recession 
proofing’ summit in December 2008. Over 50 
local organisations were represented at the 
event, more than half of which were from the 
VCS. Among the key aims were: 

ensuring a shared understanding of the •	
challenges faced by the city; 
helping to coordinate a response to issues such •	
as redundancy and debt; and 
identifying new actions that could be taken to •	
protect and support local people. 

The summit included workshops led by 
Nottingham Council for Voluntary Service 
(CVS), which has been regularly communicating 
with local VCOs to assess how the recession is 
impacting on them and their clients. Feedback 
from the event is being used to inform a 
policy briefing on the impact of the economic 
downturn on the local VCS.

getting information and  
support to local people

Partnership work is underway in many areas 
to ensure that people have information on 
the most appropriate sources of help and 
advice. Ipswich Borough Council, for example, 
has produced a simple leaflet titled ‘Credit 
crunch: how we can help’ which includes basic 
information on the support available from the 
council and contact information for local third 
sector organisations. 

Councils have also been putting this 
information online. The London Borough of 
Harrow has a dedicated ‘credit crunch’ section 
on its website with advice on topics such as 
how to deal with mortgage worries and debt, 
provided in partnership with Citizens Advice. 
Cambridgeshire Together, a group of key local 
organisations including the third sector, has 
developed a special website called ‘Weather  
the Storm’ www.weatherthestorm.org.uk. 

http://www.weatherthestorm.org.uk
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advice services

Both local authorities and the VCS have 
identified an immediate increase in demand 
for advice services as a consequence of the 
economic downturn. 

The LGA’s recent survey of councils10 identified 
debt, welfare, housing and employment advice 
as among the first service areas to experience 
increasing demand. These increases are 
mirrored in figures collated by Citizens Advice, 
which reports that in the period from April 
to November 2008 there was a 5 per cent 
increase in the number of issues presented by 
clients compared with the same period in 2007, 
with the most dramatic increases shown in 
redundancy, debt and welfare advice.

As both providers and commissioners of advice 
services, many councils have increased resources 
for these services as part of their response to 
the recession. Greater dialogue and partnership 
working with advice providers and additional 
funding for local agencies such as Citizens 
Advice Bureaux (CAB) have been a part of this 
response.

10   IDeA/LGA Survey of the impact of the economic slowdown on 
local authorities (2008)

Sutton – council officer seconded  
to local advice agency 

The London Borough of Sutton 
has produced a 10-point economic recovery 
plan which includes working with the local 
Citizens Advice Bureau to provide support 
and advice on debt and money matters. A 
council officer is being seconded to CAB 
to provide administrative support for three 
months enabling the advisors to focus on 
providing advice. The secondment will also 
aid information-sharing on the impact of the 
downturn locally. 

Sutton has established an economic task force 
which includes organisations and groups from 
across the private and third sectors. Members 
will monitor the impacts of the downturn and 
develop effective measures to support the 
community. The council is enthusiastic about 
using the LSP as a means for distributing 
additional funding. Chief executive, Paul Martin, 
said: “Partnerships underpin much of our 
work here in Sutton and tackling the economic 
downturn will be no different. We believe that 
part of the response by councils should be a 
review of their funding for the third sector, 
especially where it supports preventative work 
for families and businesses.”

Tamworth – one stop shop providing  
multi-agency advice in the town centre 

The LSP in Tamworth realised early on that third 
sector advice agencies were seeing an increase 
in the level of demand for their services. LSP 
partners identified the potential challenges and, 
in response, developed an action plan. 
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Suffolk – additional resources to increase 
capacity  

Public, private and voluntary sector 
organisations from across Suffolk gathered at 
a special summit to discuss how they could 
prepare for and mitigate the negative effects of 
the economic downturn. The summit identified 
43 ideas for the partners to take forward, 
with the local authorities present making a 
commitment to adopt 10 of these immediately. 

The ideas included the need for more trained 
advisors to help people deal with financial 
problems. As a result, Suffolk County Council 
is putting extra resources into Citizens Advice 
Bureaux and other agencies across the county 
to increase their capacity. An extra £50,000 
is being provided to the 10 CABs in Suffolk, 
enabling them to provide 140 extra hours of 
advice a week over a four-month period. The 
council has also committed to providing an 
extra £50,000 next year. 

Nottinghamshire – extra resources to 
enhance training in debt and money advice  

Nottinghamshire County Council has a close 
relationship with the county’s Citizens Advice 
Bureaux, both individually and through the 
Nottingham Managers Group. The council 
became aware that the economic downturn 
was putting pressure on existing advice services 
and asked CAB how it could best provide 
support. Their request was for training to 
extend the service provided by existing staff  
and volunteers. 

One early response was a one stop shop centre 
run by Tamworth Borough Council and supported 
by organisations including Citizens Advice, 
Tamworth Council for Voluntary Service (CVS)  
and the Tamworth Credit Union. The centre is 
due to open in January 2009 in an accessible 
town centre location where it will provide advice, 
guidance, support and information both in and 
out of normal working hours. 

North East Lincolnshire – developing an 
accessible support network 

North East Lincolnshire Council has recognised 
the need for quality-assured advice for local 
residents who face challenging circumstances  
as a result of the downturn. 
The council has been working closely with 
the Grimsby, Cleethorpes and District Citizens 
Advice Bureau and the local Integrated Advice 
Services to develop an accessible support 
network. The network provides neighbourhood 
access points for advice on managing debt, 
welfare benefits, housing, and empowering 
people to access services. 

A service level agreement between the council 
and CAB has been in place since 2007 with the 
aim of developing a cohesive and responsive 
advice service geared towards meeting client 
needs. This approach is now proving useful in 
coping with the increased demand for advice 
– around 1,000 clients a month were receiving 
support by the beginning of 2009. In April 2008 
the council agreed additional funding for CAB 
to further develop local advice services over the 
next three years. 
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As a result, the council is providing an extra 
£50,000 towards training. Liz Lesquereux, 
Nottinghamshire’s head of service for 
communities, said: “A countywide approach 
to this was helpful to aid co-ordination and 
maximise the economies of scale.” The 
council has been working with individual 
CABs on more specific needs to help 
them use this extra training. This includes 
maintaining outreach through locally-based 
advice sessions, provision of confidential 
interview facilities, and additional capacity 
and capability. 

financial awareness  
and support

Financial capability and access to finance-
related services are important to the resilience 
of individuals and communities at a time of 
economic downturn. Skills in relation to money 
and debt management are essential, along with 
products and services which enable individuals 
to enhance their financial stability and reduce 
financial risk (such as access to fair credit and 
home contents insurance). This is especially 
important for those on low incomes or the 
newly unemployed. 
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VCOs play a crucial role in this area through 
services including advice, support for vulnerable 
groups such as carers, and provision of credit 
unions. Three local authorities (South Tyneside 
Leeds and Sheffield) have been awarded Beacon 
status for their work on financial inclusion, 
and some of which has been undertaken in 
partnership with third sector agencies. 

Joint initiatives between local authorities and 
third sector partners to enhance financial 
inclusion have been running in many areas for 
a number of years – ranging from publicity for 
credit unions to benefit take-up campaigns. 
Such initiatives can be even more important 
during an economic downturn as they provide 
support to those who are most vulnerable to 
personal financial crisis.

Sandwell – tackling debt task 
group

A ‘tackling debt’ action plan has been 
developed by partners in Sandwell including 
the council, Citizens Advice, colleges, advice 
agencies and the local credit union development 
agency. The partnership, established in May 
2008, sits under the umbrella of the LSP. In its 
first six months it has: 

run a roadshow aimed at raising awareness  •	
of debt and financial literacy; 
set up a website dedicated to debt and •	
financial literacy in Sandwell www.
tacklingdebtinsandwell.co.uk; 
produced useful telephone contact details  •	
in a credit card format; and 
improved referral procedures for advice and •	
information. 

By the beginning of April 2009, the task 
group plans to produce a DVD to promote 
financial literacy, carry out an audit of local 
advice agencies and develop consistent 
training for advisors through the CAB.

Suffolk – increased support for credit 
unions

Suffolk County Council has offered a package 
of £500,000 to support two community-
based credit unions in the county. This will be 
made up of direct grants and contracts to 
promote credit unions in Suffolk over the next 
two years. 

The direct support will include capital to 
offer immediate loans in areas where trading 
standards have identified ‘loansharking’ as 
an issue, along with support with increased 
revenue costs. A major promotional campaign 
to increase public awareness of credit 
unions will be launched, and key partner 
organisations such as children’s centres will be 
provided with fast-track referral systems. 

Local credit unions will continue to work with 
the trading standards loansharking initiative 
to ensure that they are the first choice for 
individuals and families in need of low-cost 
loans. 

http://www.tacklingdebtinsandwell.co.uk
http://www.tacklingdebtinsandwell.co.uk
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Staffordshire – ‘carers rights’ 
events to promote financial 
inclusion

‘Carers Rights Day’ is a national awareness 
day organised by Carers UK. The theme of the 
2008 awareness day was ‘making the most of 
your money’ and events were held across the 
country. 

Staffordshire held a series of events focusing 
on the financial issues that carers face and 
the support available to them. Each of the 
county’s eight districts held a special event, 
with Staffordshire County Council providing 
countywide support. The events were aimed 
at people who provide unpaid care by looking 
after an ill, frail or disabled family member, 
friend or partner. 

Carers attending the Staffordshire events could 
access financial advice tailored to their needs. 
People who had not previously identified 
themselves as carers were able to undertake a 
county council carers assessment and a range 
of organisations and agencies were on hand to 
offer support and advice. 

East Sussex – consortium delivery 
of a benefit outreach project

East Sussex County Council works 
with the third sector to help older people claim 
the benefits they are entitled to. As a result, 
an extra £5.6 million worth of benefits is being 
claimed each year by elderly people across the 
county. The council invests £100,000 a year 
to enable a consortium of local branches of 
Age Concern and Citizens Advice, led by Age 
Concern Sussex, to provide dedicated benefit 
outreach teams. These teams provide residents 
with details of the benefits available and help 
them with their applications. 

The lead member for community services, Cllr 
Bob Tidy, believes it is the most successful third 
sector partnership project the council had ever 
run. “Given the current economic climate, it’s 
satisfying to know that this project has provided 
many of our older residents, some of whom are 
on low, fixed incomes, with a financial lifeline.” 
Steve Hare, chief executive of Age Concern 
Sussex, added: “We’re delighted to work with 
the county council on such a worthwhile project 
– it’s making a real difference to the lives of 
thousands of older people.” 



Reading – supporting and 
promoting credit union services

Reading has a newly established 
credit union, which is working in partnership 
with Reading Borough Council to increase the 
number of savers and the level of lending. The 
council is providing £85,000 of flexible funding 
to help the credit union deliver its business plan, 
and is negotiating use of the council cash office 
and reception area to encourage people to join. 

The council also worked with the credit union 
to support its bid for ‘People’s Millions’ funding. 
The scheme gave ITV viewers a chance to bid 
for Big Lottery Fund money for local projects. 
The credit union was awarded £52,183 by the 
fund to secure shop-front premises in central 
Reading. 

Stockton – financial inclusion 
forum

Stockton has a financial inclusion 
forum which includes statutory and VCS 
providers. In October 2008 it held a strategy 
development seminar to map existing provision 
and identify gaps and opportunities for joint 
working. More than 30 organisations took part. 
They looked at the problems faced by residents 
in relation to financial exclusion, the initiatives 
currently in place to help, and improvements 
needed for the future. A follow-up event 
providing advice and information on money and 
debt for members of the public is planned for 
February 2009. 

Two of Stockton’s area partnerships have 
identified financial inclusion as a priority 
and used their allocation from the Working 
Neighbourhoods Fund to support targeted 
projects. One project involves three VCOs 
working together to fill a gap in service 
provision by providing a debt casework service 
in local venues, along with individual and group 
training to improve people’s financial capability.
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housing and homelessness

Housing issues and the risk of homelessness are 
high profile in the current economic climate. The 
squeeze on credit is making mortgage payments 
more difficult for more people, and job losses 
are exacerbating the financial problems of both 
homeowners and tenants. Local authorities are 
already seeing a rise in the number of housing 
benefit applications and both public and third 
sector advice providers are experiencing greater 
demand for housing advice.

Third sector organisations play a significant 
role in the field of housing and homelessness 
as providers of housing, housing advice and 
other housing-related support, and through 
homelessness prevention initiatives and services 
and support for homeless people. They are key 
partners in responding to the housing crisis, 
particularly for vulnerable groups such as people 
with mental health problems or victims of 
domestic violence – the incidence of which are 
likely to increase during times of economic stress.

There are many localities in which productive 
partnerships are being forged between local 
councils and third sector partners to help 
minimise the impact of housing problems on 
people’s lives. 

Plymouth – support for people at 
risk of losing their home  

Plymouth City Council is working with 
the third sector to meet the needs of people at 
risk of losing their home. The council has entered 
into a pilot contract with the CAB to offer free 
debt advice to owner occupiers experiencing 
mortgage problems. In partnership with CAB  
and Westcountry Housing Association, the 
council is also offering a mortgage rescue 
scheme to ensure that people can remain in  
their own homes wherever possible. 

Plymouth is working with CAB to raise the profile 
of its work to reach struggling homeowners more 
quickly – such as factsheets being distributed 
through mortgage lenders and in accessible 
community locations such as GP surgeries. 

Waverley – ‘don’t lose your home or 
business’ project

In response to the economic downturn and 
rising fuel costs, Waverley Borough Council is 
working with local VCOs on a project called 
‘Don’t lose your home or business’. The focus is 
on helping individuals, community organisations 
and businesses identify problems early enough 
for advice and support to be effective in turning 
the situation around. The collaborative approach 
involves local organisations including Voluntary 
Action South West Surrey, the local Citizens 
Advice Bureau and the Surrey Law Centre. 
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Knowsley – support for 
homeowners and tenants 

Knowsley Metropolitan Borough 
Council has been working closely with Citizens 
Advice and another local advice agency, the 
Tenants Extra Support Service (TESS), as the 
economic downturn takes hold. Both agencies 
receive financial support from the council and 
regularly attend key partnership meetings.

There has been a noticeable increase in the 
number of owner occupiers seeking advice and 
support in the Knowsley area. Working with 
CAB, the council is developing a mortgage 
rescue scheme and is looking at developing 
proposals to help first time buyers access the 
property market. The council is also exploring 
the feasibility of funding grants and interest-
free loans for residents in danger of losing their 
homes due to rent or mortgage arrears.

Reading – mortgage arrears support  

Reading Borough Council is working with 
partners in the third sector to help local people 
deal with mortgage arrears problems. The 
council provides core funding grants to the local 
Citizens Advice Bureau and Reading Community 
Welfare Rights Unit, both of which provide 
specialist debt advice and are partners in the 
mortgage rescue scheme being implemented in 
the local area. 

Reading Community Welfare Rights Unit 
also provides benefits and housing advice. 
Both groups are part funded by the Legal 
Services Commission with the council grant 

underpinning the services. In addition, both 
organisations benefit from town centre 
accommodation facilitated by the council.

Gosport – housing and  
mortgage finance

Gosport Borough Council is a ‘fast track’ 
authority for the national mortgage rescue 
scheme. Like others involved in the scheme, 
Gosport is embedding mortgage rescue as one 
of a range of options available for addressing 
mortgage arrears. The council co-ordinates the 
agencies involved and the progression of cases, 
as well as providing direct advice. Clients have 
an initial interview with the council at which  
the details are taken, the lender contacted and 
a self-help pack is provided. 

An appointment is then made at the CAB.  
They assess the case and provide written 
advice on the options, including mortgage 
renegotiation, with mortgage rescue as a last 
resort. Mortgage renegotiation then progresses, 
led by CAB or by the client themselves. If 
mortgage rescue is the only viable option the 
client is referred by the council to the  
appointed housing association, which then 
assesses eligibility. 
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worklessness, skills and 
employment

Job losses have been one of the most 
evident signs of the economic downturn in 
recent weeks. As well as the immediate and 
longer-term implications for those facing 
redundancy, increasing unemployment and 
fewer opportunities in the job market also have 
implications for those already out of work and 
for young people, including those not currently 
in education, employment or training and new 
graduates.

In addition to providing advice and support in 
relation to redundancy and welfare benefits, 
some VCOs have a significant track record in 
delivering skills, training, employability and 
job search support, often for people facing 
additional barriers to employment (for example 
people with few qualifications, with disabilities 
or with mental health problems). The current 
economic climate makes successful outcomes in 
terms of employment more difficult to achieve 
for these groups.

The examples below show what councils are 
already doing with VCS partners to maintain 
and enhance support in these areas and to 
consider how, in the longer term, volunteering 
opportunities could be extended or promoted 
to those wishing to gain experience or stay ‘job 
ready’.

Westminster – delivering 
volunteering priorities 

Westminster City Council is working 
with the VCS on projects to promote 
volunteering and help people into work. The 
council has a well-established relationship with 
Volunteer Centre Westminster, and the two 
organisations are working to deliver a number 
of volunteering priorities during the economic 
downturn – including increasing local business 
involvement in volunteering and supporting the 
unemployed to gain skills or contribute to their 
local communities while seeking new jobs. 

The council has secured over £800,000 in 
match funding to support another initiative, 
Westminster Works. This will link more than 
2,500 jobseekers to training, job search 
support and sustained employment. Partners 
include regeneration social enterprise scheme 
the Paddington Development Trust and, 
representing the local VCS, Voluntary Action 
Westminster. 

Barking & Dagenham – job shops as a  
route to employment 

The London Borough of Barking and Dagenham 
runs two highly successful ‘job shops’ in 
partnership with Lifeline, a local third sector 
organisation. The shops offer more flexible, 
targeted support than JobCentre Plus, although 
there is close working relationship between the 
two. More than 450 local people have already 
been helped into employment using the job 
shops and a further 2,000 are registered. The 
scheme enjoys excellent relationships with local 
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employers and has been particularly successful 
in reaching residents who have not in the past 
engaged with JobCentre Plus.

The LSP has made a number of commitments 
including provision of 400 apprenticeships 
and developing a work experience scheme for 
unemployed adults. The council is working in 
partnership with a range of public and third 
sector organisations to develop a new model of 
holistic support for unemployed residents. This 
approach will be piloted with lone parents and 
women returners, tackling the multiple  
challenges of skills, childcare, benefits, health and 
confidence to support people back into work. 

Sutton – helping people to cope with 
redundancy 

The London Borough of Sutton and its 
partners are helping local workers to cope 
with redundancy. People who have been made 
redundant, or are at risk of redundancy, can 
access advice on training, careers, job hunting 
and money matters. A free event is being held 
to help local firms skill-up their workforces and 
recruit local talent. Businesses will hear from the 
council and its partners on initiatives such as 
training and apprenticeships. 

The council and its partners are investigating 
the idea of encouraging those who are 
temporarily out of work to undertake community 
volunteering. This would be an opportunity to 
add to the social capital of the area while also 
helping people to develop new skills and enhance 
their employability.

Liverpool – removing barriers to 
employment

Liverpool City Council has been 
providing funding to four Citizens Advice Bureaux 
to run a service designed to remove barriers to 
employment. This personal finance and debt 
service is run in partnership with the city council’s 
employability team through its neighbourhood 
JET (jobs, education, training) centres.

The CAB teams provide assistance to local people 
including helping them to claim in-work benefits 
and tax credits, representation at tribunals, 
budgeting advice, debt advice and signposting 
to other organisations such as credit unions. The 
project began in June 2008, and in the first four 
months support was given to 540 clients. In total 
£250,000 of additional benefit and tax credit 
income was secured for these clients and they 
were given help in managing £400,000 of debt.

Sunderland – routes into volunteering 
opportunities and employment

Sunderland residents have access to projects that 
are creating routes into volunteering, community 
learning and employment. Two longstanding 
schemes, managed and funded through adult 
services, are the employment of volunteer co-
ordinators in both learning disabilities and mental 
health. These co-ordinators work in partnership 
with other council departments and the VCS. 
They recruit and support volunteers from 
these vulnerable groups and, if required, those 
volunteering to support or mentor them. 
Under the remit of the LSP, the council’s 
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community development team and Sunderland 
Volunteer Centre are co-ordinating a range of 
programmes and events using money from the 
Working Neighbourhood Fund. These include a 
volunteer toolkit for organisations, a volunteer 
expenses pilot, volunteering celebrations and a 
community volunteering training course.

fuel poverty and energy 
efficiency

Rising energy prices and potential reductions in 
household income are combining to place more 
people at risk of fuel poverty. When fuel bills 
rise dramatically as a proportion of income, it 
can present difficult decisions for those on low 
incomes, who have to weigh up the pressing 
priorities of heating, food and other essentials. It 
is a particular problem in winter.

Many local authorities already work with third 
sector partners, including national campaigns, 
local housing associations and advice agencies, 
to support people both in maximising household 
income (for example through benefit take-
up campaigns and other money advice) and 
improving energy efficiency, particularly through 
energy audits, grants and insulation schemes.

VCS partners can be highly effective in identifying 
and reaching groups and individuals in greatest 
need such as elderly people, carers and families 
on low incomes; and in raising awareness of the 
support available. There are examples of councils 
and VCOs working together in response to the 
economic downturn in this field, of which just 

a few are highlighted here. Further initiatives 
may emerge in the months ahead. Groundwork, 
for example, are suggesting that linking local 
responses to fuel poverty with training schemes 
for young unemployed people, could be an 
efficient way of achieving a range of aims 
in relation to skills, fuel poverty and carbon 
emissions in one go. 

County Durham – rights to warmth 
partnership 

A study in the north east of England by 
Age Concern found that more than 65 per cent 
of older adults were planning to cut their gas  
and electricity use during the winter of 2008-09,  
while 55 per cent were buying less or poorer-
quality food. 

The County Durham Rights to Warmth 
Partnership is a countywide service helping 
vulnerable people navigate their way around the 
complex range of fuel tariffs, grants and funding 
streams. It brings together social care, health, 
housing and the third sector, and is funded by  
the primary care trust. 

A referral pathway sub-group has been exploring 
how to improve collaboration between these 
agencies. This has resulted in a system of ‘hot 
spot’ referrals being adopted by social care, 
health and the fire service. Rapid access to advice 
and information on keeping homes warm and 
energy efficient is available, and the partnership, 
has set up an emergency fund to ensure swift 
action when someone’s health and well-being  
is at significant risk because of a cold home. 
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Cumbria – anti-poverty strategy 
and reduced energy costs for the 
third sector 

Cumbria County Council has launched an anti-
poverty strategy to help mitigate the impact of 
the economic downturn. It includes tackling the 
problem of fuel poverty by working with local 
partners to raise awareness of the subsidies on 
offer in areas such as energy efficiency. 

The council has also made its electricity and  
gas contracts available to third sector 
organisations, meaning that they can benefit 
from reduced energy prices. Where this applies 
to organisations which provide social care 
services there is a direct benefit on the county’s 
most vulnerable residents. People who are in 
respite care, residential homes and supported 
living environments which are supported by 
third sector organisations can directly benefit 
from reduced cost electricity and gas. The 
project is at an early stage but the council 
expects take-up to increase as word spreads. 

Knowsley – collaboration on 
warmer homes 

Knowsley Metropolitan Borough 
Council’s energy and financial inclusion teams 
worked together to apply for funding 
for two warmer homes events as part 
of National Energy Action’s warmer 
homes campaign. The teams received a small 
grant to cover room hire and refreshments, 
enabling them to run two fuel poverty events 
in November 2008. The events brought local 
statutory and third sector partners together 
to provide advice and support to local people. 
More than 100 local residents attended each 
one. 

Knowsley Housing Trust then offered to fund 
two further events early in 2009 to cover the 
other large townships within the borough. 
These were held at local children’s centres, 
making them more accessible to people with 
young families. The partnerships forged through 
this work are continuing, with other areas of 
potentially fruitful collaboration being explored.
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As the examples in this report demonstrate, 
there is already a lot of good joint working 
going on between local councils and VCOs in 
response to the initial impacts of the recession. 
Local authorities involving VCS colleagues in 
discussions will already be aware of the financial 
challenges and uncertainties they face. All 
councils that have involved the sector in early 
recession response planning will also be well 
placed to: 

benefit from the support, innovation and •	
additional capability that VCS partners can 
bring in response to changing needs and service 
demands; and 
respond quickly and effectively to the difficulties •	
that many local people are likely to face in the 
coming months.

However, there are some significant challenges 
ahead. These are not only caused by the current 
recession but also by the huge amount of 
change taking place in areas of public policy 
where VCOs have a significant stake and 
many years of experience in provision. This will 
have an enormous impact on the funding and 
commissioning environment for VCOs – and no 
doubt the longevity of some.

In the next two years we are due to see 
changes in Supporting People funding for 
housing-related support, in Learning and Skills 
Council funding for youth training provision, 
and in Legal Service Commission funding for 
advice services. These represent significant 
areas of funding for VCOs, and councils will be 
instrumental in how these resources are used 
and distributed in future. 

Those organisations already involved in recently-
let contacts for the delivery of employment-
related support are already facing anxieties 
about how they will cope financially with 
outcome-based contracts designed at a time of 
near full employment. Because of the diverse 
and integrated nature of the work many VCOs 
do, there will be some unlucky ones which 
currently receive funding (either grants or 
contracts) from two or more of these funding 
sources, which will only add to the considerable 
uncertainties that the recession already 
presents. This illustrates what a challenging and 
complex world some of our best VCOs work in, 
especially when core funding is in short supply 
and every public sector funder is under pressure 
to deliver more for less. 

We urge authorities to consider carefully 
the role of the VCS in their area and the 
measures that might be needed now to 
secure the kind of working relationships 
they want to have with the sector in the 
future.

emergency funding

As highlighted in chapter 2, the impact of the 
recession on the income of VCOs may cause 
temporary cash flow problems or more serious 
financial difficulties for small and medium sized 
local organisations. The combination of falling 
income with rising demand for some services 
may cause particular difficulties for some active 
and highly-valued local groups, and the rise in 
fuel costs may put some smaller community 
groups at risk.

5. the way ahead
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The decline in councils’ own income and the move 
in recent years toward more formal service delivery 
contracts and longer-term funding agreements 
mean that few authorities have corporate provision 
for emergency grants for organisations in difficulty. 
However, feedback from councils suggests that 
many consider applications for emergency funding 
on a case-by-case basis, taking into account the:

quality and priority nature of the services/activity; •	
extent of need; and •	
longer-term viability of the organisation concerned. •	

Reading – contingency and  
emergency grants

Reading Borough Council set aside £30,000 in 
the 2008-09 financial year for community and 
contingency grants. The fund is mainly used for 
small grants but can be accessed in an emergency. 

If a community group gets into significant 
financial difficulty and needs to be ‘rescued’ 
then the amount needed is likely to be more 
substantial. In these instances each case is looked 
at on its merits and, if it is an absolute priority, it 
may be possible to draw on revenue budgets in 
different directorates. 

In one case a local voluntary organisation 
providing mental health day care services on 
behalf of the council went into administration 
when significant European funding ended. The 
council pulled together a commissioning exercise 
and bought the building that had housed the 
service from the administrators to enable the 
new provider to continue to operate a seamless 
service. 

Whatever the available provision it is inevitable 
that some VCOs will fail during the recession. 
Emergency grants may be the most timely and 
effective way to respond to a particular crisis 
for a particular organisation, if a highly-valued 
group or service is at imminent risk of folding. 
However, sometimes the decision will have to 
be ‘no’. So, while there will be some money 
available for some organisations in some areas, 
emergency grants are not a long-term solution. 
If VCOs are going to become more sustainable 
and better equipped to assess, plan and adapt 
to their own financial future, then what really 
matters locally – especially when we take into 
account the challenges set out at the beginning 
of this chapter – are the policies and practices of 
local public sector funders and commissioners. 

Waverley – hardship scheme for 
community organisations 

The effect of a recession on individuals and on 
businesses is widely acknowledged. Waverley 
Borough Council has recognised that community 
organisations may also be struggling financially as 
a result of the economic downturn. 

It is offering support through a ‘hardship’ scheme 
to partner community organisations that deliver 
key services to the borough’s residents. The 
scheme, which began in October 2008, helps 
organisations that are experiencing significant 
increases in their fuel costs. If the organisation 
meets the criteria for funding, it can apply for 
financial support through a one-off payment or a 
tapered contribution over two to three years.

Community organisations working in partnership 
with the council can apply for financial support 
towards energy efficient capital investment to 
their premises, such as insulation. Each case is 
assessed on its individual merits.
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keeping up the emphasis on 
good practice

As community leaders and convenors of local 
partnerships in their area, councils are often 
best placed to instigate dialogue and lead on 
improvement in statutory funding practice. 
There are things that they, and other public 
sector bodies such as primary care trusts, 
can do to avoid exacerbating the financial 
difficulties of local VCOs. These include early 
and ongoing dialogue with local organisations, 
notice of potential changes to funding practice 
or funding levels, and timely payment of any 
grant installments or contract fees. These are 
all good practice principles to adopt now and 
for the longer-term, if not already the norm. 
These and other more substantial measures, as 
already underway in many local areas, are what 
will help local organisations and relationships to 
become more robust, sustainable and therefore 
greater than the sum of their parts in terms of 
the positive impact they can have on a locality. 

Gloucestershire – discussing  
financial pressures

Gloucestershire County Council is organising 
a briefing for all third sector funders in the 
county. The briefing will explain how public 
funding is distributed and will look at the shift 
from service level agreements and grants to 
more formal contracting of services. 

The event will also be used as an opportunity 
to discuss the current financial pressures on 
all potential funders and to identify parts of 
the voluntary sector that could face particular 
challenges over the coming months. Local 
VCOs have been invited, along with the 
county’s district councils. 

Currently around two thirds of top-tier 
authorities have chosen either ‘increasing 
regular volunteering’ or ‘creating an 
environment for a thriving third sector’ amongst 
their LAA indicators. This reflects an increased 
awareness of the advantages this sector can 
bring to a local area and a commitment to 
promoting its role. Many councils have been 
working exceptionally hard with their VCS 
colleagues in recent years to make progress to:

develop local strategies which underpin the way •	
they plan to work together longer-term; 
negotiate and agree good practice between •	
themselves and other public sector partners 
through Local Compacts; and 
review grant making, commissioning and •	
procurement processes to make sure that they 
are fair, open and inclusive of a wider range of 
potential recipients and VCS delivery partners. 

For many, this work is still in progress. Whilst 
ambitions may be more difficult to achieve 
in a recession, they become more, not less, 
important if we are to make best use of 
our shared capability at this time, and if we 
are to create robust local organisations and 
relationships which can weather future external 
shocks more readily.
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the role of local sector 
support agencies

Of course, weathering the current storm is not just 
about what the public sector does or what funders 
more generally do, it is also primarily about what 
the VCS can do for itself. Considerable funding 
pressures and difficult economic times can be 
the catalyst for new ways of working, including 
collaboration and development of consortium and 
social enterprise solutions. 

Bedfordshire – consortium  
approach to sustainable funding 

Bedfordshire Funding Partnership is a network 
of 12 small local charities involved in delivering 
a range of health and social care services across 
the county, either under contract or service level 
agreement, on behalf of local government and 
the NHS. All the charities are self-supporting 
and have limited resources. The partnership’s 
objective is to support each other to achieve more 
sustainable funding. The members are determined 
to respond positively to the challenges of open 
and competitive tendering, and are aware that 
they will often need to respond ‘in consortia’ if 
they are to survive and achieve further success. 

The partnership is now forming a joint trading 
arm which will specialise in public service 
contracting, delivering through consortia of sub-
contracted third sector and other organisations. 
Bedfordshire County Council has been actively 
supporting this social enterprise project by 
offering advice and training. The council is 
currently considering grant support to the 
partnership with the aim of building local third 
sector capacity. 

It is even more important in an economic 
downturn that local VCOs are equipped 
with the planning, strategic and financial 
skills they need to support themselves and, 
where necessary, take opportunities to make 
themselves more financially sustainable in the 
longer term. Local infrastructure organisations, 
such as Councils for Voluntary Service, are 
there to help organisations help themselves 
by providing much of the information, advice 
and support they need in order to thrive. These 
organisations are often also the ones involved 
in joint work with public sector partners to 
improve the funding and commissioning 
practices which have such a profound impact 
on the health of the local sector. 

Like others, infrastructure organisations 
are likely to be experiencing financial 
pressures precisely at the time when their 
role is most needed. As the examples in the 
preceding chapters show, local infrastructure 
organisations can be invaluable local partners, 
representing the concerns of the wider local 
sector and marshalling effective responses 
to those concerns. High-quality local 
infrastructure support is a vital component if 
local organisations and productive working 
relationships are to have any chance of surviving 
and thriving through the recession and beyond.

“For many, this work is still in 
progress. Whilst ambitions may 
be more difficult to achieve in 
a recession, they become more, 
not less, important if we are to 
make best use of our shared 
capability at this time, and if 
we are to create robust local 
organisations and relationships 
which can weather future 
external shocks more readily.”
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6. conclusion

The examples featured in this report reflect 
an initial response from local authorities and 
VCS colleagues at the end of 2008 and early 
in 2009. As the full impact of the recession 
becomes more apparent, and as needs change 
in response to this, we expect that there will be 
more to say. Current uncertainties, likely impacts 
and tight financial constraints will certainly 
mean change ahead. Our hope is that a good 
deal of this will be positive, based on some 
of the good practice developments of recent 
years and the good relationships already being 
established. 

However, if the challenges set out in this report 
are not recognised or addressed then there is 
a genuine risk that the viability of many local 
organisations and the wider VCS could be 
undermined by the recession. This would have a 
knock-on effect for some of the most vulnerable 
people in our communities, and, in the longer 
term, for society as a whole. It would be a 
great pity if so much good work in progress 
were to be derailed by the recession. The LGA 
and NCVO believe that we should be doing 
whatever we can to avoid this, especially given 
the real potential for successful joint initiatives 
indicated in many of the examples presented in 
this report. To this end, the LGA group will be 
offering the following support to authorities in 
the months ahead.

A workshop for senior local authority 
staff leading on delivery of volunteering 
and third sector LAA indicators (NI 6&7)11 
– 12 February 2009. This workshop will help 
participants with their planning for delivery 
on these indicators and introduce them to the 
concept and methodology of ‘outcomes based 

11   NI6 ‘participation in regular volunteering’ and NI7 an 
‘environment for a thriving third sector’

accountability’, a model being used by some 
authorities and partnerships to plan and deliver 
better outcomes in their work with voluntary 
and community organisations (IDeA). 

A guide published jointly with Citizens 
Advice on raising financial awareness and 
providing support - February/March. This 
short guide will highlight the important work 
that councils and third sector advice agencies 
are doing together to raise financial awareness 
and provide information and support to 
residents (LGA/Citizens Advice).

A seminar on ‘third sector commissioning’ 
for council leaders and councillors with lead 
responsibility for relationships with this 
sector – 31 March 2009. This seminar will offer 
high-level political comment on the future of 
local authority relationships with the VCS, with 
an emphasis on the financial relationship (grants 
and contracts) in the current climate. It will 
include feedback from a councillor on lessons 
learnt from the IDeA-run national programme 
for third sector commissioning. Discussions will 
inform a councillor’s guide being produced by 
the Leadership Centre (LGA/IDeA).

A recession-focused volunteering 
conference – 29 April 2009. Organised in 
collaboration with Volunteering England, this 
event will highlight the value of voluntary action 
and the practical contribution that volunteering, 
volunteer-involving organisations and Volunteer 
Centres can make in response to the effects of 
the recession locally, including through skills 
and training initiatives and building stronger 
bonds within and between communities (LGA/
Volunteering England).
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Research into advice services 
commissioning – to be published 
summer 2009. This research will look at 
the implications for local authorities of Legal 
Services Commission changes to commissioning 
for advice. These changes present councils 
with some important decisions which have 
implications for local voluntary advice agencies 
and their relationship with local government. 
The research will identify learning from a 
number of case study authorities which will 
be useful for other councils and service areas 
(LGA).

Partnership improvement programme 
– ongoing. This is a collaborative initiative 
between IVAR (the Institute for Voluntary Action 
Research) and the IDeA. The programme works 
with local authorities and the local VCS to find 
ways in which partnership working between the 
two sectors can be improved through a joint 
approach. The programme is being delivered 
in 50 top-tier authority areas over a four-year 
period (IVAR/IDeA). 

Third sector indicators community of 
practice – ongoing. This online community of 
practice (CoP), located on the IDeA community 
platform, supports a professional social network 
of people in councils and VCOs leading on 
delivery of LAA indicators NI6&7 (LGA/IDeA/
OTS). 

Government’s third sector recession 
action plan – February 2009 onwards. The 
LGA and IDeA will work with government 
departments and other partners on initiatives to 
be announced in the forthcoming third sector 
recession action plan, to ensure that it supports 
the priorities of local councils (LGA/IDeA).

For more information on this report or the work 
of the LGA group in this area, please contact 
Sally Cooke, LGA third sector policy consultant 
(020 7664 3228 or sally.cooke@lga.gov.uk 
or Helen Hughes, IDeA national adviser, third 
sector and communities 020 7296 6887 or 
helen.hughes@idea.gov.uk
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