Third Sector Responses to the Recession
Recommendation

1. The Cabinet is asked to consider and discuss the contents of the paper and identify ways in which it might address the three areas highlighted for response in sections 7,8 and 9.
Background
2. A significant consideration for current Third Sector focus is the increase in worklessness and poverty generated during the recession and the related growth in numbers who are socially and financially excluded.  The cost of exclusion, in terms of benefits, crime, decline in health and lack of economic activity far outweighs the cost of direct intervention however funding for intervention activity is likely to decline.  The Third Sector is often best placed to provide solutions to exclusion and poverty; examples of how this can be achieved are highlighted below.
3. The impact of the recession on individual Third Sector organisations is mixed.  Research from national, regional and local level all indicate that some organisations will suffer or fail where others are likely to prosper.  Some organisations will face an increase in demand, in particular those involved in the delivery of information, advice and guidance (IAG) services, learning and skills development, volunteering and infrastructure support services.  Others will see a decline e.g. those reliant on small contributions from vulnerable service users e.g. self help groups and lunch / social clubs.   In contrast, those with reliable income generating models such as social enterprises seem likely to be able to trade through the recession. Research undertaken by Business Link London revealed that 50 per cent of social enterprises surveyed said the economic downturn had created new opportunities for them and nearly three-quarters said they were planning for modest or substantial growth over the next three years
4. Income to the sector is likely to remain stable in the short term but longer term it is the Voluntary and Community Sector (VCS) that is most likely to feel the pinch.  Philanthropic funding is unlikely to be affected however 75% of grant / core funding comes via statutory sector sources.  Cuts in public sector budgets are likely to result in delayed funding reductions for future years.  However, resilience to manage cuts in funding is restricted to larger organisations that have developed the ability to build reserves.  Therefore impact is likely to be felt most at small, front line service and community level.
Sector responses and positive practice
5. The Third Sector has already made a number of changes or begun considerations to anticipate the long term impact of the recession.  These include:

· The development of learning and workforce development programmes to fulfil anticipated future market needs and working with currently excluded groups.  Examples include:

i. Hill Holt Wood; providing employment and training for excluded young people to develop the ‘green’ construction skills that will be demanded in a low carbon economy utilising funding through the Future Jobs Fund.   

ii. E3 Project; improving access to employment for the recently unemployed by maintaining existing and developing new skills through work based placements in social enterprises.

· Consideration of mergers or collaboration activity to help streamline services e.g. the recent development of Advice Alliance East Midlands to coordinate advice services.  Membership includes CABs, Refugee Action, Shelter and Law Society.

· Collaborative sector campaigning to better demonstrate the strengths and benefits, both social and economic, of the Third Sector e.g. development of the Third Sector Position Statement in relation to engagement in future local and regional planning activity post SNR.
· Replication of existing successful activities into areas with similar issues e.g:

i. Unique Coffee Bar (provision of young people’s services to 14-25 yr olds) have developed the Unique Network to support replication of these community based services in similar areas with two replica projects already developed and more planned.
ii. STRIDE’s highly successful furniture business, based in the centre of Leicester is being replicated across the East Midlands with new stores and warehouses in Nottingham and Derby. This will enable them to bring new job opportunities and deliver social benefit to more of the regions excluded communities.
· Capitalising on the trust and faith that individuals hold in the Third Sector where trust in other sectors has declined.  A specific example is the growth in membership of Credit Unions and the increased profitability of co-operative and mutual financial services following the recent turmoil in the banking system.  This development offers real opportunity to ensure financial inclusion for the most vulnerable and remote people in the region.
· Improving the ability to empower communities to make decisions relating to their areas.  Examples include increased demand for community led planning activity (whole community consultation activity) as delivered through the Rural Community Council networks and the use of this planning activity as agreed supplementary planning tools within some local authorities. 

· Encouraging ‘intelligent commissioning’ practice e.g. 

i. Commissioning of dental services from East Midlands Community Dental Association enabling the delivery of services into communities where the mainstream market failed to provide.  Currently running 9 community based dental practices.

ii. Procurement of homecare services from Shepshed Carers in north east Leicestershire which enabled women to re-enter the labour market, develop skills and provide services into their community.
How can the Economic Cabinet respond?
6. There are a number of issues that cut across the Third Sector on which the Economic Cabinet could show leadership for or effect change.  These are:

7. The cost of social exclusion.  There is substantial evidence that the cost of a financially and socially excluded individual to the state is very high.  During a recession the numbers of excluded individual rise due to growing levels of poverty and worklessness.  The Cabinet is asked to consider an analysis of the most successful targeted interventions compared to the cost of exclusion and to advocate and target funding for the most effective interventions available.
8. Commissioning and procurement. In rebuilding a more robust, equitable and sustainable economy the public sector in the region must look to its own purchasing power.   The current and future financial pressures on the public sector and the subsequent desire for efficiency savings make getting the most from public resources essential.  The Cabinet is asked to work with the Regional Infrastructure Consortium to identify, advocate and embed best practice in commissioning activity and to encourage wider engagement of Third Sector organisations in setting priorities for future service delivery, including emphasis on social return on investment measurement (SROI) as a key element of commissioning practice. 
9. Holistic approaches to communities.  During a recession the demographic and economic profiles of communities can change significantly within very short time scales.  This results in significantly altered levels of inclusion and economic activity within those communities.  The Cabinet is asked to consider how it can progress work already undertaken with district authorities to identify ‘places at risk’.  We suggest a joint programme of work with key Third Sector organisations to develop collaborative packages of services that meet the needs of the most vulnerable communities rather than delivered through individual agencies.
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